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Agenda

* Industry Landscape — Australia

 Time is money — why does it take so long
 The value leakage

» Distribution best practice — UK

o Case study - UK

 New business best practice

o Case study - Australia

« What'sin it for me

 What can you do

e Recap
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Industry Landscape - Australia

High compliance burden
Increased competition
— TV and online
— Super advice
Technology driven efficiencies
Fee for service
— Demonstrate value — selling advice vs chasing product provider
— Drives need to minimise cost per sale

Inefficient practices will be at a cost disadvantage  lower profit
and/or sales
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Time Is Money

* Hours of investment in sales process and SOA
« Passed to the insurer — 20" century “black box” U/W process

« High potential for value leakage
— NPW'’s
Customer changes mind
U/W process intrusive
— “Chasing” cases in suspense, rework
— Delays in getting paid
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The traditional process
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Why does it take so long?

» 6-8 weeks elapsed Underwriting time — about 3-4 hours actual work

Initial Assessment
Complete Scan & & Advise

i Evidence
Application Index Requirements Collection

Mail Key-in Missing Average Time = 42 days Final
Application Application Information Assessment
2 days 0.5 days 1 Week 2 Hours
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How much value leaks out?

« Adviser practice writing 400 apps per year at an average premium of
$2,500

« Adviser admin costs of $60 per hour
« Average elapsed time of 42 days

20 — 30% NPW $197k
Adviser admin $107k
Total value leakage $304k
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Distribution Best Practice - UK

Leading practices have realised the importance of efficiency
Why let an insurer’s poor process cost them money

Minimise cycle time — “Time is money”

Migration towards insurers who have optimised the new business
process

— Fast accurate NB process (electronic)
— Modern U/W process
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Emerging Risk Advice Models - UK

Call centre advisers only — no face to face
Some search engine quote ability but generally a “submit” only website

Online quote option produces an instant generic quotes PDF and generic application —
advisers will follow up by phone

All calls recorded
Heavy newspaper advertising to get started — price based

Will only use online insurance providers — applications completed online during
telephone interview, and via UK comparator

Equivalent SOA / Compliance obligations via email or post only with customers —
registered post used
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Case Study - UK

Get your free no obligation Life Insurance quote in minutes

Call Us for Insurance Advice
Free and friendly life insurance advice. Call 0800 316 3166 now.
UK call centre ready to help you with your questions on Life Cover.

Online Insurance Quote '
Get a free, no obligation life insurance quote.
It only takes a few minutes. LifeSEARCH
Get an Insurance Quote > Maore advice. Lower prce

We Can Call You
Prefer us to call you? No Problem!
You can even choose whether you prefer to be contacted by a male or female adviser.
Contact me >

Average number of days to acceptance
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Distribution Landscape - UK

1. Low Cost Life Insurance -4 G OO0 JS IE -
GetLife Insurance from 8p/day!

Find our cheapest quote online now GO Ogle

www.ClickCompare.co.uk

i
Corsic (T
2. Cheap Life Insurance
Through Sainsbury's from £5 a month
Don'tletyour |ife cover slip. T
www.sainsburysbank.co.uk _E§,§0 I nsurance
3. L&G Life Insurance

Is your family's future protected?
Getafree |ife cover quote now!

www.legalandgeneral.com/life -cover

_direct line
A GOOD DEAL BETTER

T

4, TESCO Life Insurance

Get up to a £50 Gift Card free when
you buy online. Every little helps!

www.TescoFinance.com
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What Is New Business Best Practice?

» Electronic application « Minimal medical evidence
e Automated underwriting e Fast turnarounds
e Tele-underwriting « “Cando”

" aavie Evidence

T -

AN

Mail Scan & Key-in =
Application Index Application In:‘::l:lar:igun AVEFBQE Time =5 days

0 days 0days 0 days 0 days
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Case Study - Australia

) 2pm Application Submitted
255Dm p $500,000 life cover for a 44 year
Adviser Notified old male
x + Electrician working in
above ground mine
253pm « High blood pressure,
! recently commenced
; medication
4’ * BMI 33
' * Previous worker’s
244pm comp claim for a back
injury
¥
%
2:25pm
~ Adviser Call

Urgent Tele U/W request
Client about to fly to mine site

/

Bruce’s story .

inforce Accelerate Income Protection policy. Bruce had eamed himself $900
e client was able to work on Monday morning, hence being able to provide for

“IP written in 25 mins on a
Saturday so his client can
go to work on Monday”

great story but told him | was disappointed he was not on the sacred greens of Royal
t place.

feraustralia.com.au
fSons Point NSW Australia 2061
com.au

N

Accelerate® your business today!

Tower Au: siral ia leued
Money Magazing

2008 Best oﬂ lhe Bes( Awards
2008 Finalist

2007 AFR Smar\ I

Product of the Year
of the Year

“Online processes have enabled me to reduce my back office admin support from 5 days a week

down to 2 days a week.”
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What this means — Time Impact?

Average Time Elapsed (Days) per Case

45
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25
20
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42 «——— 20-30% NPW Rate

Days

5 5 % NPW
Rate

A

Traditional Best Practice
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What this means — Lost Sales Impact?

Drop-off in Annual Premium (based on 400 Applicatio ns @ $2,500)

0

-50,000
- $48,000

-100,000

e
o
3
£ -150,000

-200,000
- $197,000

-250,000 _
Traditional Best Practice
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What this means — Cost Impact?

Adviser Administration Costs (based on 400 Applicat ijons & $60 p/hour)

120,000

$107k

100,000

80,000

60,000

Value ($)

40,000

$28k

20,000

0

Traditional Best Practice
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What this means — Total Impact?

Total Cash Flow in Year 1

1,200,000 $1,115k

1,000,000

$776k

800,000

600,000

Value ($)

400,000

200,000

0
Traditional Best Practice

AFA NATIONAL CONFERENCE 2009 Creating the future...




What can you do?

* Inthe UK, early adopters were the winners

* Review your own new business processes and look for improvements
— e.g.. Submit electronically

» Use the telephone as much as possible
» Speak to your providers about how their process can be improved
 Measure performance — ask BDMs to report on this

» Consider research houses — should they be monitoring this (well
understood features and benefits vs differentiated/variable service)

» Accept no excuses — it is possible
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Recap

 Time is money

e Poor insurer processes cost YOU money

o Competition and regulation will drive cost focus
* Flight towards best practice processes
 Significant value impact

 Demand performance — UK example
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