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Prudential Practice Guide 
LPG 270 -Group Insurance 
Arrangements
Implications for Insurers and Funds
APRA recently released Draft Prudential Practice Guide 
LPG 270 on Group Insurance Arrangements. 

The key objective of LPG 270 is to 

provide guidance to Insurers on 

good practice for group insurance 

arrangements including life, TPD and 

income protection insurances. The 

practice areas of focus include:

•	 The	identification	of	risks	in	
support of the insurer’s risk 
management framework

•	 Responding to tenders

•	 Data management 

Whilst the main focus relates to the 

provision of insurance to a Registrable 

Superannuation Entity (RSE) licensee, 

many of the practices are also relevant 

to group insurance arrangements 

where the policy owner is an employer, 

association or other legal entity.

Key risk management areas for 
attention by group insurers include:

•	 Inaccurate and/or incomplete 
claims data provided to insurers 
by an RSE licensee

•	 Failure to identify adverse trends 
in future claims experience 
following	changes	to	benefit	
designs,	membership	profile,	
claim delay patterns and other 
factors

•	 Inadequate internal processes 
and resources for responding to 
tenders

•	 Anti-selection against the insurer 
by new or potential members

•	 Legal risks relating to take-over 
terms

•	 Operational and insurance risks 
arising from the outsourcing 
of insurance management 
functions to an RSE licensee or 
administrator

•	 The availability of capital including 
the insurer’s management 
of	its	financial	resources	and	
reinsurance arrangements

The effects 
of LPG 270 

will undoubtedly 
also impact on 
superannuation 
funds.”

Continues overpage...

Welcome to our special CMSF 2014 edition of Insurance Insight.

In this edition of Insurance Insight we take a closer look at key insurance industry developments 
including:
•	 Prudential Practice Guide LPG 270 - Group Insurance Arrangements – Implications for 

Funds and Insurers
•	 State of the Group Risk Insurance Market – Update 3
•	 Third Party Claims Management - an emerging service?
•	 Risk	Profiling	and	Gap	Analysis	–	A	new	service	offering	from	IFS	Insurance	

Solutions

We	hope	you	find	this	edition	of	Insurance	Insight	of	interest.

Should you wish to discuss any matter contained in this newsletter 
or any aspect of your insurance arrangements then please do 
not hesitate to contact your existing IFS Insurance Solutions 
service team member. 

Robert Nunez 
Managing Director  
IFS Insurance Solutions
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LPG 270 will undoubtedly also impact on 

superannuation funds.

The key areas of impact include: 

1. Responsibility for data that 
allows insurers to identify and 
subsequently accurately price the 
risk.  

2. The role of the Fund and/or 
Administrator and any outsourcing 
of functions including the 
assessment of eligibility for cover, 
claims management and data 
management

3. Benefit	design	and	the	potential	for	
any anti-selection risks against the 
Fund and their Insurer as a result of 
high levels of Automatic Acceptance 
Cover or limited underwriting.

4. Take-over terms and a potential 
dispute between the incoming and  
outgoing insurer.

5. The risk surrounding the insurer’s 
determination of the resources 
required to support the group 

insurance arrangements of a 
superannuation fund across 
administration, underwriting, claims 
management etc.

The introduction of LPG 270 is notable 

in view of the current state of the group 

insurance market and the hardening of 

premiums, terms and conditions and 

deterioration in the industry’s claims 

experience.

The Guide focuses on the need 

for insurers to follow prudent risk 

management strategies to ensure the 

sustainability of the market. The Guide 

also	extends	to	the	provision	of	sufficient	

resources, the provision of services and 

claims management processes.

We expect that over time the insurance 

market will invest heavily and reward 

those superannuation funds that manage 

data in accordance with best practice 

standards and allow for prudent risk 

management strategies to be developed 

and implemented. 

State of the 
Group Risk 
Insurance 
Market 
Update 3
As previously foreshadowed in 
prior editions of this newsletter, 
the Group Risk insurance 
market continues to “harden” 
in the face of increasing claims 
experience across the industry, 
reinsurance capacity limitations, 
low interest earnings and 
historically aggressive pricing by 
insurers. 

Whilst current market conditions 
represent a challenge for both 
Superannuation Funds and Insurers 
alike, it is important to note that the 
Group Risk insurance market, like 
any insurance market, is cyclical and 
regularly moves through “hard” to 
“soft” market cycles.

What is also important to remember is 
that those Superannuation Funds that 
develop a forward thinking insurance 
strategy will be in the best position 
in the market to deliver the best 
possible outcomes for their Fund and 
their members and likely to gain the 
support of the insurance market.

The insurance strategy should  also 
extend to:
•	 Data management and ensuring 

the Fund manages data in 
accordance with insurance best 
practice

•	 A purchasing strategy for market 
engagement

•	 Service requirements and 
alignment with the Fund’s 
administration model 

•	 Product review
•	 Financial contract review

Should your Fund need any assistance
with respect to Group Risk insurance
advice, tender management or due
diligence review please contact the IFS 
Insurance Solutions team on 
03 9923 7171.



Third Party Claims Management - 
an emerging service?
The provision of an insurance claims management service 
that	is	prompt,	efficient	and	responsive	to	the	needs	of	
members	(and	beneficiaries)	can	enhance	the	overall	
member experience and reputation of a Superannuation 
Fund.  This aids in the long term development of the 
Fund’s brand and forms an important part of the Fund’s 
member engagement strategy.

This is because the insurance claims 
experience comes at a critical time for 
members and their dependents and it is 
often	the	defining	event	that	determines	
their overall level of satisfaction or 
dissatisfaction with the Fund. 

Funds	offering	insurance	as	a	benefit	
to their members for competitive 
advantage can often lose that advantage 
through the provision of a poor claims 
management service. 

Whether the insurance claims service is 
provided by the Fund, its Administrator, 

its Insurer or a combination thereof 
is almost irrelevant. The member 

will still be of the view that it is 
the Fund who is providing 

the service and it 
will be the Fund’s 

brand and 
reputation 
that will be 

at stake, not 
that of the insurer 

or administrator. 

At a time when superannuation funds 
are	making	a	significant	investment	of	
money, time and resources engaging 
with members, building goodwill and 
building	their	brand,		inefficiencies	in	
the insurance claims process can lead 
to	significant	member	disengagement,	
a rise in complaints and disputes and a 
reputational loss for the Fund.

Research	shows	that	the	key	to	offering	a	
good claims experience is primarily down 
to three factors:

1. Good documented policies and 
processes, (for both human and 
automated systems), with an 
ongoing process improvement 
regime that promotes quality, 
efficiency	and	consistency	of	
approach; 

2. Well	skilled	and	trained	staff	with	
varying levels of decision making 
capability; and

3. Synergistic alignment between the 
Fund, their Administrator and their 
Insurer. 

Essentially, these three factors are 
Process, People and Partnership.

With respect to People, there is growing 
industry concern around a shortage of 
suitably	skilled	and	trained	staff	in	the	
delivery of insurance claims management 
services.

Looking at how other insurance markets  
have been able to address both the need 
to deliver a superior claims management 
service and address a shortage in skilled 
staff	gives	weight	to	the	possibility	of	
third party providers entering the group 
insurance market to provide a service to 
insurers and / or administrators.

Such a third party claims management 
service	can	be	of	great	benefit	in: 

•	 Addressing and managing a backlog 
of claims

•	 Conducting an audit of existing 
processes and service delivery 
standards

•	 Aligning the member engagement 
strategies of the Fund to the actual 
service delivery model

•	 Introducing	efficiencies	via	
enhanced processes and/or 
deployment of IT based solutions

•	 Promoting a partnership approach 
between the Fund, Administrator 
and the Insurer by identifying and 
implementing synergies.

Such a service can also greatly assist 
in enhancing the Fund, Administrator 
and Insurer working relationship and 
evolving the traditional service model.
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Staff 
Appointments 
We are pleased to announce the 
following recent appointments to the 
Company:

• Julee Ng -  
Assistant Account Executive 
Professional Risks Division

• Brett O’Brien -  
Insurance Product Manager 
Affinity	Programs	Division



Risk Profiling and Gap Analysis 
A new service offering from IFS Insurance 
Solutions
IFS Insurance Solutions has recently launched a new 
service	for	Superannuation	Funds	–	Risk	Profiling	and	Gap	
Analysis.
Insurance	risk	profiling	and	gap	analysis	is	
a risk based process designed to identify, 
quantify and evaluate a client’s insurable 
risks.

The analysis provides details and action 
items in relation to the client’s insurance 
risks allowing our specialists to then assess 
the adequacy of the insurance cover and 
identify any gaps in the current program.

Insurable	risk	profiling	involves	a	credible	
worst case scenario impact analysis and a 
rating  of the risks on a semi quantitative / 
qualitative basis. 

This method is typically used to structure 
an insurance program blue print to ensure 
that any worst case scenario will be 
covered. 

The	benefits	of	undertaking	an	insurance	
risk	profiling	activity	include:

•	 Provides an enhanced understanding 
of the insurance risks exposures, the 
current controls and how the current 
insurance policy responds to these 
exposures

•	 A structured process to evaluate a 
client’s	insurable	risk	profile	and	their	
insurance needs

•	 Shows a client as a sophisticated 
purchaser of insurance to the 
insurance market

•	 Shows that the client is managing 
their risks in line with AS/NZS/ISO 
31000:2009

•	 Aids in the design of the insurance 
program, providing a more risk 
centric approach

•	 An auditable process showing good 
corporate governance

•	 Shows	insurance	as	an	effective	part	
of a client’s overall risk management 
treatment strategy

For further details of this new service 
please contact Blair McNamara – Principal 
on 03 9923 7171 or your IFS Insurance 
Solutions Account Manager.
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About IFS 
Insurance 
Solutions 

Established in 1995, IFS 
Insurance Solutions is a 
licensed insurance broking 
and consulting firm and 
one the leading providers 
of insurance services 
and advice to Industry 
Superannuation Funds and 
related entities.

To find out how we 
can help your Fund or 
Organisation manage 
your existing insurance 
arrangements 
please call us on 
03 9923 7171
or visit us at 
www.ifsinsurance.com.au

Talk to the insurance experts.
IFS Insurance Solutions Pty Ltd

Phone: 03 9923 7171 
Email:  info@ifsinsurance.com.au
Web:  ifsinsurance.com.au
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ABN:	16	070	588	108.	AFSL:	241506.	This	newsletter	is	only	for	general	information	and	is	not	a	substitute	for	specific	advice.	We	accept	no	responsibility	for	any	person	or	corporation	acting	on	this	information	
without prior consultation with us.  

Our Services  › General Insurance
 › Group Income Protection (EBA)
 › Employee	Benefits	

 › Affinity	Programs
 › Advisory and Consulting › Group Risk Insurance

 › Professional Risks
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