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INTRO/CONTENTS

A YEAR OF OPPORTUNITY
A TIME FOR NEW PRODUCTS, NEW MARKETS AND NEW CLIENTS

As we put this year's Health & Protection Book together, we did so amid headlines
of public sector strikes, ten more years of downturn in the UK and a crisis facing
the Eurozone.

And, to be fair, 2011 was not the easiest year on record for intermediaries and
insurers in the health insurance and protection industry.

As household budgets were squeezed amid a flatlining mortgage market, the
consumer sector proved particularly challenging during 2011. The group markets
were also under intense pressure during the year, as employers looked to cut back
on what they - often mistakenly — view as unnecessary benefits spend.

But for all the negatives, there remain a number of resilient positives. Throughout 2011, specialist
intermediaries — whether working in private medical insurance (PMI) or protection — began to look outside of their
traditional comfort zones to seek different income streams and look for different ways to help clients old and new.

Of course, that brings challenges of its own. Getting up to speed with a new product or a new sector is never
easy and, as any professional adviser will tell you, there are no short cuts.

And while the Health & Protection Bookis most definitely not a short cut to success, it is an essential
signpost to help advisers — both experienced and new to PMI and protection — grow their business and help
their clients even more.

Now firmly established as a key tool in the specialist intermediary’s armoury, the directory covers the whole
range of both individual and employer-funded health insurance and protection products. In the first half of the
book, we look back at some of the developments in each of the main product areas. We have also asked experts
in the advisory and provider communities to outline areas of potential growth in the market in 2012. Once again,
independent market analyst Defaqto has kindly supplied details of products from across the market. We have
reproduced them in handy tables that will help you to pick out specific features to meet your clients’ needs.

The second half of the directory, meanwhile, includes information about many of the key providers active in
the market. We have asked those providers to supply information about their products and services, including
contact numbers that will help you reach their broker sales consultants at the flick of a page.

I hope you find the book useful throughout the course of 2012. The directory will be online in pdf format
throughout the course of the year at www.hi-mag.com as well, of course, as Health Insurance’s unique brand
of lively news, commentary, personalities and entertainment.

_./

DAVID SAWERS, EDITOR

If you would like to comment on this, or on any of the issues raised in the magazine,
please email david.sawers@informa.com
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AN ANALYST’S VIEW... B2

DAVID SAWERS

INDIVIDUAL PRIVATE MEDICAL
INSURANCE

HI: How would you assess the current state of
the individual PMI market?
BH: The individual PMI market is very competitive
and the providers are selling direct as well as
through brokers. With the move to modular
products, which is good for addressing affordability,
it is important that people purchasing PMI
understand what covers they need and which ones
can be passed. The role of brokers seems pretty
essential in addressing this issue.

In the past, PMI has been sold on the basis of
it being a luxury item, but now we see it being
positioned as providing peace of mind for all people,
not just the wealthy, with getting a quick diagnosis
and prompt treatment if necessary. The pricing
is very keen with many providers offering special
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offers, for example one/two months’ free premiums.
Unfortunately this means that customers are forced
to shop around each year rather than remain loyal
to their chosen product. The costs of acquisition are
therefore likely to be high for the providers.

HI: Will NHS reforms lead to any changes in
products?
BH: Regardless of whether the NHS reforms are
good or bad, if the perception among consumers
is that the service is being downgraded in some
way it should drive the sales of PMI. So in that
respect the NHS reforms should be good for
the insurance market. It will inevitably drive
innovation because PMI, particularly, is an
expensive item and many will not be able to afford
the fully comprehensive option.

The move towards modular benefits will
continue, with people being able to deselect

WITH THE CONSUMER MARKETS FEELING THE PINCH IN PARTICULAR
DURING THE RECESSION, WE ASKED BEN HEFFER, INSIGHT ANALYST
FOR LIFE & PROTECTION AT INDUSTRY COMMENTATOR DEFAQTO

PICTURED), TO OUTLINE HIS THOUGHTS ON THE CURRENT STATE OF THE
INDIVIDUAL PMI AND PROTECTION MARKETS.

elements of cover they don’t want or can't afford.
There will be more interest in shared responsibility
and the option to pay voluntary excesses will
remain an important feature.

HI: What were the stand-out examples of
product innovation and development in the
past year?

BH: PMI is about peace of mind and when there

is a problem many people may just want to know
quickly what, if anything, is wrong. In this regard we
have seen Aviva UK Health introduce an additional
product that cover just the costs of diagnosis;
Speedy Diagnostics.

HI: Do you think more budget products could
come onto the market?

BH: Budget plans can be achieved under a
modular proposition by simply deselecting all
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but the most essential cover, so whether budget
plans per se will have much appeal in the broker
channel is debatable. However, in the direct to
consumer channel, where deciding what options
to choose on a modular plan could be problematic,
presenting consumers with an ‘off the shelf’
budget option will still have appeal.

PMlis presented now as less of a luxury item for
the wealthy and more as a means to achieve peace of
mind. For example, getting diagnosed quickly if you
are sick and, if necessary, getting prompt treatment.
We are likely to see more products that deal with these
concerns, like Aviva UK Health's Speedy Diagnostics.

INDIVIDUAL PROTEC TION

HI: How would you assess the critical illness
(CI) market today?

BH: Providers continue to add more critical
ilinesses to their plans, although it would seem that
serious conditions which could be added are largely
exhausted now. There is much debate about the
conditions race. There is no problem with choosing
a policy with the largest number of conditions on it
provided you don't pay extra for those illnesses that
are very rare or duplicated by other covers.

Healthinsurance

The providers are now focused on producing
plans with largest number of enhanced definitions.
There are 23 Association of British Insurers (ABI)
model wordings and some providers boast as
many as 14 or 15 so-called “ABI+" definitions.
Some of these will give rise to more claims, for
example loss of hand or foot, some may not in all
likelihood. However, the increasing pushing of the
boundaries may start to destroy the clarity that
the ABI is seeking to bring with its statement of
best practice. It would for example be a pity if after
all the work to bring clarity to total permanent
disability definitions, the introduction of ABI+
definitions simply served to add more confusion.

HI: What about income protection (IP)?
BH: IP is still dogged by poor sales and low
penetration rates. Yet arguably this is the most
important protection product. Full IP necessarily
requires sometimes quite onerous underwriting,
which contributes to IFAs’ lack of enthusiasm
for the product. IP has to be sold, people won't
just buy it, therefore it is an IFA product and the
key is to switch IFAs on to the product. There is
a challenge from short-term income protection
(STIP) products from creditor insurers, which
masquerade as IP but are inferior in many ways.
Our data shows that a number of providers
have tried to address the underwriting issue
by bringing in teleunderwriting. Some now do
financial underwriting upfront or offer a choice of
upfront or at claim. The benefit limits are generous
and most plans offer guaranteed insurability
options so cover can be increased to deal with
changing circumstances without further medical
underwriting. A number of providers have
sought to counter the criticisms about non-
payment of claims by publishing claims stats,
which is a good thing.

HI: What are the implications about the
emergence of STIP products?
BH: STIP is similar to payment protection
insurance (PPI) in a number of ways and is
provided by general insurers. Following the PPI
mis-selling scandal, creditor insurers are looking
to produce products to fill the gap left by PPl and
to distance themselves from what has become
a tarnished product. A number of distributors
of PPI have withdrawn from the market and the
Competition Commission is set to ban the sale of
creditor products alongside loans and mortgages.
Therefore insurers are looking to establish a new
standalone market for their products.

Not being linked to loans, it makes sense for
them to sell products based on a percentage
of income. STIP doesn't just cover your loan
payments but covers a percentage of your income.

ANALYST’S VIEW

However, it is annually renewable, only pays out
for a limited period and can be cancelled by the
insurer. IP by contrast is a permanent contract
offered by life assurance companies.

HI: What were the stand-out examples of
product innovation and development in the
past year?

BH: In the IP space we have a number of
attempts to address the key issues that put some
advisers off selling IP, namely overly burdensome
underwriting, and a lack of clarity around what
clients may get back in the event of a claim.

LV=introduced a benefit guarantee; financial
underwriting at claim is unpopular with advisers
and clients and the guarantee means people
can know they will at least get a certain level
of benefit. British Friendly Society and Exeter
Family Friendly introduced plans that focus on
low risk occupations and therefore can offer own
occupation to more cases. Most advisers would
want to be sure that their clients will get an own
occupation definition of disability.

In the Cl cover space, we have seen providers
offering wider cover and adding severity-based
cover: Scottish Provident and Bright Grey earlier
this year and more recently Aviva and Friends
Life. In February, Ageas Protect brought its Low
Start life product to market, which is helpful in
addressing affordability issues.

HI: What product areas will see activity
in terms of product launches/redesign/
innovation in the coming year?
BH: | believe we will see more attempts by
insurers to improve the prospects for IP. The
product is dogged by overly burdensome
underwriting, and a lack of clarity around what
clients may get back in the event of a claim.
The product also faces competition from the
up and coming STIP market. Hopefully, product
innovations will make the product easier to buy.
We are also likely to see more activity
around severity-based Cl cover. Providers
haven't yet finished extending their cover and
enhancing their definitions although what such
enhancements deliver to the end consumer in
terms of value is debatable. It would be good to
see a product that addresses the old issue of
IP versus Cl. Many people who can't work as a
result of accident or sickness might expect their
Cl policy to pay out regardless of their diagnosis.
It might be helpful if products were developed to
meet that expectation. Some form of temporary
disability that pays an income if you can’t work
but can be converted to a lump sum payout on
the diagnosis of certain critical illnesses might
be the answer. ®}
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WITH RENEWED PRESSURE ON THE NHS TO MAKE BILLIONS OF POUNDS’ WORTH

. \ . w e

OF SAVINGS, THE INDIVIDUAL PMI MARKET SHOULD HAVE BEEN WELL-PLACED TO

RETURN TO GROWTH DURING 2011, BUT CHALLENGES OVER COST STILL REMAIN.

MADELEINE DAVIES

It proved a difficult year for the private medical
insurance (PMI) market in 2011, with analyst
Laing & Buisson reporting that it “continued to be
scarred by the economic depression”. Between
2008 and the start of 2011 the proportion of UK
residents covered by PMI fell from 12.4% to 11.1%.
In 2010 the number of individual-paid policies
fell by 5.1% to just over one million. The analyst's
economist Philip Blackburn said that the figures
demonstrated the “clear vulnerability of the health
cover market during the economic downturn”.

On a positive note, Blackburn noted a rise
of 1.4% on the average price paid for PMI while
claims costs fell by 4.3%, resulting in improved
margins for insurers. He also predicted that
economic recovery in the country would prompt a
“gradual” recovery in demand for PMI, suggesting
that cost constraints in the NHS may also prove
a trigger for growth if providers could come up
with affordable products. However, he warned that
consumers had seen the average price of PMl rise
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by 5.2% between 2008 and 2010. Since 1990 the
average price in real terms has increased by 60%.

KEY EVENTS
In January the Office of Fair Trading announced a
review of the private healthcare market, following
complaints that it was not competitive, with new
providers blocked from entry to the detriment of
consumers. An interim report published in August
suggested that patients were losing out as a result
of a lack of data on price and quality to enable
them to make informed decisions.

Meanwhile the headlines were dominated
by the Government's struggle to push through
its controversial NHS reforms in the face of
widespread opposition from the frontline of the
service. A survey of 5,000 people conducted by
Simplyhealth suggested that many people fear
the changes will result in longer waiting times and
restricted access to treatment.

In fact, regardless of the reforms, the NHS

spent the year striving to deliver billions of
pounds of savings in response to the efficiency
challenge set by its chief executive David
Nicholson. Although waiting times have not
risen significantly, reports emerged of managers
rationing access to treatment deemed to be of
low clinical priority. Despite this background,
PruHealth urged brokers to move away from
traditional arguments about the weakness of the
NHS when promoting PMI to clients, warning that
improvements in the NHS had rendered them
much less powerful.

PROVIDER EVENTS

Following its acquisition of Standard Life
Healthcare in 2010, PruHealth launched its new
“best of breed” product to the market. Personal
Healthcare is based on a core level of cover to
which additional modules such as full cancer
cover can be added. The Vitality programme
was maintained and enhanced in November

Healthinsurance

when the insurer announced a range of new
partnerships with companies designed to appeal
to the Standard Life Healthcare customer base,
including cruise lines and the National Trust.

It also launched a new Vitality calculator for
advisers to help them demonstrate the value of
the programme to clients. Chief executive Neville
Koopowitz admitted that the transition period

following the acquisition had proved “challenging”

as brokers raised concerns about a decline in
service standards.

Meanwhile, National Friendly announced that
it would not be selling PMI, in the short-term
at least, as it conducted a review of its capital
requirements.

Healthinsurance

INDIVIDUAL PRIVATE MEDICAL INSURANCE

2012 = THE YEAR AHEAD...

hé Cost is king. The market for individual private medical insurance (PMI) is income driven.

Continuing economic uncertainty, resulting in people battening down their budgetary hatches, has
adversely affected the PMI market for personal business. While there’s not likely to be much change
to Britain’s flat-lining economy in 2012, insurers will be working hard to introduce cost containment
measures to endeavour to arrest the slide in individual subscriber numbers of recent years.

Economy aside, people’s perceptions of NHS performance has long been linked to the uptake of
PMI. Suffice to say, if people are satisfied with the NHS, then they’re less likely to seek alternatives.
However, it is evident that the service is under increasing pressure given the current squeeze on
public expenditure, coupled with the ‘Nicholson challenge’ for the NHS to make upwards of £20bn in
efficiency savings and the added distraction, should the Health and Social Care Bill be enacted, of
the greatest restructuring in the service’s history — not to mention people’s inexorable demand for
healthcare services.

Increasing doubts about the NHS’ capability to deliver quality care in a timely fashion could,
therefore, rekindle interest in PMI.

The key challenge for insurers is to keep their cover affordable in light of ever increasing provider
cost pressures. Insurers have been responding positively to this by introducing preferred provider
arrangements to help to secure quality, value for money healthcare services for their members.

To increase affordability and attract new market entrants, we can expect to see an increasing
promotion of modular products, where customers pick and choose the elements of cover they feel
best meet their healthcare needs — and budgets.

These are interesting times and the passage may be stormy but | am confident that the UK PMI
industry is sufficiently resourceful and resilient to rise to the occasion and successfully meet the

challenges ahead. "

KEY TRENDS

The debate over the sustainability of
comprehensive cancer cover continued in 2011. In
November Aviva UK Health announced that it was
removing all limits on cancer treatment and would
fund all treatment recommended by a member's
oncologist.

Across the market, providers battled against
medical inflation, aware that the number of
subscribers is in decline. Bupa announced that
it was introducing new reviews of requests for
the funding of knee arthroscopies after revealing
that surgeons were performing twice the number
of procedures on its members as in the NHS.
Although this prompted criticism from doctors, it
was regarded by many brokers as a sensible way

to investigate variations in clinical practice at a
time when premiums are escalating.

Despite tensions over the demand for both choice
of provider and affordable premiums, insurers
remained optimistic about the possibilities for
growing the market. In May, Dr Annabel Bentley,
medical director for Bupa Health & Wellbeing, told a
Laing & Buisson conference that, in addition to the
seven million people who buy PMI there is a further
market of four million who are “serious considerers”.

She suggested several key ways in which insurers
could grow the market, including developing more
flexible products, harnessing the internet where
many people buy products today and offering more
affordable options to price-conscious consumers. [}

Health & Protection Book 2012
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Aviva UK Health Speedy Diagnostics ul no 5/2 na N0 excess yes 174 no yes restricted restricted na automatic — limited na
Aviva UK Health Child Health Solutions 17 no 5/2 no no yes 313 no yes full refund full refund 100 automatic — full no time limit
Aviva UK Health Healthier Solutions ul no 5/2 yes 100/200/500/1,000/3,000/5,000 yes 800 no yes full refund full refund 100 automatic — full no time limit
AXA PPP healthcare Assure ul yes na no 100/200/500/1,000/2,500 yes 255 yes no full refund full refund 50 not covered no time limit
AXA PPP healthcare Assure Saver ul yes 5/2 no 100/200/500/1,000/2,500 yes 255 yes yes full refund full refund 50 automatic — limited na
AXA PPP healthcare Key ul yes na no 100/200/500 yes 255 yes yes full refund full refund 50 automatic — limited 12/36 months
AXA PPP healthcare Key Saver ul yes 5/2 no 100/200/500 yes 255 yes yes full refund full refund 50 automatic — limited na
AXA PPP healthcare Retirement Essentials ul yes 5/2/2 no 250 yes 255 yes yes restricted restricted na automatic — limited na
AXA PPP healthcare First Healthcare 17 no 2 no no excess yes 725 no yes full refund full refund na automatic — full 12 months
AXA PPP healthcare Ideal ul yes 5/2 yes 100/200/500 yes 255 yes yes full refund full refund 50 automatic — limited no time limit
AXA PPP healthcare Premier ul yes 5/2 yes 100/200/500/1,000/2,500 yes 255 yes yes full refund full refund 50 automatic — full no time limit
AXA PPP healthcare Premier Plus ul yes 5/2 yes 100/200/500 yes 265 yes yes full refund full refund 100 automatic — full no time limit
Benenden Healthcare Personal Healthcare ul yes na no No excess yes 13 no yes specified procedures specified procedures 0 automatic — limited na
Bupa Local HospitalCare 125 yes na yes 100/150/200/250/500 yes 180 no yes full refund full refund na automatic — limited no time limit
Bupa LocalCare 125 no na yes 100/150/200/250/500 yes 180 no yes full refund full refund na automatic — limited no time limit
Bupa Bupa By You — Comprehensive ul no na no 0/50/100/150/200/250/500/1,000/2,000 no 400 yes yes full refund full refund 50 automatic — full no time limit
Bupa Bupa By You — Prompt Diagnosis ul no na no 0/50/100/150/200/250/500/1,000/2,000 no 400 yes yes full refund full refund na automatic — limited no time limit
Bupa Bupa By You - Treatment and Care ul no na no 0/50/100/150/200/250/500/1,000/2,000 no 400 yes no full refund full refund 50 automatic — full no time limit
Bupa Bupa ClientChoice 125 no 5/2 yes 250 yes 491 no yes full refund full refund na automatic — limited no time limit
Bupa Bupa ClientChoice Essential 125 no 5/2 yes 250 yes 491 no yes full refund full refund na automatic — limited no time limit
Bupa Bupa ClientChoice Plus 125 no 5/2 yes 250 yes 491 no yes full refund full refund na automatic — limited no time limit
Bupa BupaCare 125 no na yes 100/150/200/250/500 yes 400 no yes full refund full refund 30 automatic — full no time limit
CIGNA HealthCare Child Plan 17 no na na 100/250 yes 300 no yes full refund full refund 0 automatic — full no time limit
CIGNA HealthCare Parent Plan 64 no na no 100/250 yes 300 no yes full refund full refund 50 automatic — full no time limit
CIGNA HealthCare Premier Plan 64 no na no 100/250 yes 300 no yes full refund full refund 50 automatic — full no time limit
CS Healthcare Your Choice 74 yes 5/2 yes 100/300/500/1,000 yes 300 no yes full refund full refund 150 option —full no time limit
Exeter Family Friendly Health Choices for Me 79 no 5/2 yes 100/250 yes 300 yes yes full refund full refund 250 option —full no time limit
Exeter Family Friendly Health Cover for Me 79 no 5/2 yes 100/250/500/1,000 yes 300 yes yes full refund full refund 250 automatic — full no time limit
Freedom Healthnet Elite (Individual and family cover) 74 no 5/2 yes 100/250/500/1,000 yes ns no yes full refund full refund 200 option —limited no time limit
Freedom Healthnet Freedom Your Choice — Diamond 75 no 5/2 no 100/250/500/1,000 no na no yes full refund full refund na option —limited no time limit
Freedom Healthnet Freedom Your Choice - Diamond Plus 75 no 5/2 no 100/250/500/1,000 no na no yes full refund full refund na option —full no time limit
Freedom Healthnet Freedom Your Choice - Gold 75 no 5/2 no 100/250/500/1,000 no na no yes full refund full refund na option — limited no time limit
Freedom Healthnet Freedom Your Choice - Platinum 75 no 5/2 no 100/250/500/1,000 no na no yes full refund full refund na option —limited no time limit
General & Medical Equs 74 yes 5/2 yes 0/100/150/250/500/1,000 yes 550 no yes full refund full refund na automatic — limited no time limit
General & Medical Equs Plus 74 yes 5/2 yes 0/100/150/250/500/1,000 yes 550 no yes full refund full refund na automatic — limited no time limit
General & Medical Altus 74 yes 5/2 yes 100/150/250/500/1,000 yes 550 no yes full refund full refund 250 automatic — limited no time limit
General & Medical Altus Plus 74 yes 5/2 yes 100/150/250/500/1,000 yes 550 no yes full refund full refund 250 automatic — limited no time limit
Permanent Health Company HealthCover4Life Plan 1 65 yes 5/2/2 yes 100/150/250/500/1,000/2,500 yes ul yes yes full refund full refund 200 automatic — full no time limit
Permanent Health Company HealthCover4Life Plan 4 65 yes 5/2/2 yes no excess yes ul yes no full refund full refund 100 automatic — limited no time limit
PruHealth Personal Healthcare 79 yes 5/2/2 yes 100/250/500/1,000 yes 314 yes yes full refund full refund 250 option —full no time limit
Simplyhealth Accessible 74 yes 5/2 no 75/150/300/375 yes 700 no yes full refund restricted 100 automatic — limited no time limit
Simplyhealth Preferential Private Health Cover 74 yes 5/2 yes 60 to 625 yes 700 no yes full refund restricted 100 automatic — full no time limit
Simplyhealth Simply Private Health 64 no 5/2 yes no yes 79 no yes option — full refund option — full refund 250 option —full no time limit
Universal Provident Choices 74 no 5/2 yes 100/200/300/500/1,000 yes 450 no yes full refund full refund 100 automatic — limited no time limit
WPA Flexible Health — Essentials 64 no na no No excess no 600 yes no full refund full refund 100 automatic — limited na
WPA Active Health ul no na no 5,000 yes 600 no yes full refund full refund 100 automatic — full no time limit
WPA Flexible Health - Elite 64 yes na no no excess yes 600 yes yes full refund full refund 100 automatic — full no time limit
WPA Flexible Health — Premier 64 yes na no no excess no 600 yes yes full refund full refund 100 automatic — limited no time limit
WPA XS Health Plan 54 no na no no no 600 no yes full refund full refund 100 automatic — full no time limit

na — not applicable / ns — not stated / pn— per night / ul — unlimited
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Source: independent financial research company Defaqto

defagto
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Please note this is not a definitive list and products and providers have been selected to give a broad overview of the market. Information based on original data kindly compiled and supplied by
Defaqto on 11/10/11 and reviewed on 08/11/11. Please be aware that product details change regularly and it is advisable to contact individual providers to confirm specific details.

Healthinsurance

Health & Protection Book 2012




—AYEAR IN REVIEW
——

PRIVATE

" MEDICAL IN

VRS

- el
i

AS THE OFFICE OF FAIR TRADING ANALYSED JUST HOW THE PRIVATE HEALTHCAR
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MARKET OPERATES IN THE UK, INSURERS AND BROKERS HAVE BEEN ASKING
THEMSELVES SOME MAJOR QUESTIONS ABOUT THE BEST WAY FORWARD.

MADELEINE DAVIES

This year providers openly warned the group private
medical insurance (PMI) market that it was becoming
unsustainable as a result of the rising cost of claims
and the depressed economic conditions.

Dr Natalie-Jane Macdonald, managing director
of Bupa Health & Wellbeing, told Health Insurance
that buyers of PMI were facing “one of the toughest
times in the market's history” In addition to the “huge
uncertainty” in the economy, she said that the business
model of providers of healthcare was “reaching the
end of the road”, driving premiums that were becoming
unsustainable.

Dave Priestley, sales director at PruHealth, warned
brokers that the marketing of PMI needed to change,
given the fact that dramatic improvements in the NHS
have undermined the old reasons for purchase such as
long waiting times.

Analyst Laing & Buisson reported that the number
of PMI policies funded by companies fell by 3.3%
in 2010 to 2.95 million, although economist Philip
Blackburn predicted that demand would grow in
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response to economic recovery, but lagging slightly
behind. With GDP increasing by just 0.5% in the third
quarter of 2011 and unemployment rising to 8.3%, the
market continues to face uncertainty in 2012.

KEY EVENTS

Throughout the year the headlines in the national
press were dominated by stories about the financial
pressures in the NHS as it battles to deliver £20bn
in savings by 2015 against a backdrop of radical
restructuring under Government reforms.

Meanwhile, in August, the Office of Fair Trading
published the interim findings of its review of the
private healthcare market, announced in November
2010. This suggested that concerns about whether the
market is functioning effectively are warranted, with
competition hindered by a lack of transparency when it
comes to the quality and cost of private healthcare.

In 2010 the rate of insurance premium tax (IPT)
increased from 5% to 6%, with speculation that it
could yet rise further in line with the rates charged in

other European countries. While some commentators
suggested that this would prompt a rush to move

to the self-insured option, a panel of providers and
intermediaries told Health Insurance at a Boardroom
Briefing that this was unlikely, on the basis of tax alone.
Laing & Buisson data shows that the number of people
enrolled on self-insured schemes increased by 1.4%
between 2008 and 2010 to 720,000.

The group market received an unexpected fillip at
the end of 2011 when the authors of the Government-
commissioned sickness absence review announced
that they were recommending tax relief on PMI
for lower-earning employers in a bid to incentivise
employers to fund rehabilitation. The 2011 survey of
employers by the Chartered Institute for Personnel
and Development found that just 15% of private sector
firms thought PMI was one of the top three most
effective methods of managing long-term absence. The
review authors — Dame Carol Black and David Frost -
estimate that the costs in reduced tax receipts (around
£150m) of extending tax relief would be outweighed by
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2012 = THE YEAR AHEAD...

hé Set against the backdrop of a faltering global economy and a saturated market, 2011 proved

to be a tough year for the industry. Unfortunately, it is difficult to foresee any significant growth in
2012. The medical insurance and group risk markets are shrinking rather than growing and if brokers
are left chasing the same limited pool of business, it will continue to be tough.

Businesses are being forced to adapt in order to equip themselves better for the challenges ahead and
| believe we are going to see some intermediary merger and acquisition in the coming year.

There is already a trend towards this among insurers, considering Groupama Healthcare is in
the process of being acquired by SimplyHealth and PruHealth has already acquired Standard Life
Healthcate, and some intermediaries will be forced to consolidate.

Choice will remain limited in the health insurance market which may push premiums up. The lack
of growth in private medical insurance will see more insurers and brokers turning towards fringe
products, where there is some market potential for new-to-market business.

Despite the challenges faced by the industry, there is not an absence of opportunity, particularly
as NHS cuts will increase the pressure on businesses to cover the shortfall in healthcare provision.

As the squeeze on funding creates longer waiting lists, employers will be forced to turn
increasingly to private treatment as a means of getting their staff back to work quickly.

Effective absence management is a key area for improving HR efficiency and employers must get
a better grip on it, both in terms of managing it better and dealing with it.

They will need better processes for capturing absence and dealing with it within HR but also processes
to ensure they get the right medical input at the right time to facilitate an employee’s return to work.

Some businesses still don’t have a good handle on absence. | think that employers are going to
have to get much more of a value equation out of what they’re spending money on, to justify it either
to themselves or somebody else in the organisation. "

KEY TRENDS

gains of £250m for employers through reductions in
lost output as sick employees return to work sooner.

Health Insurance in November that integration had readers welcomed Open Referral, there was criticism
of the way in which it was communicated to the
intermediary market. Due to be implemented in
January, the change represents a major reform of the
provider market which Bupa believes is not currently
working well for members.

The SME market was a major focus on 2011 as both
providers and intermediaries raised serious concerns
about its sustainability amid cut-throat pricing and
zero growth. PruHealth responded by announcing that
it was moving to a level commission model for brokers,
prompting mixed reactions from intermediaries.
However, both insurers and advisers agreed that more
needs to be done to articulate the value of the product
to clients following a period in which the focus has
been solely on price. @}

proved challenging but stressed that the focus on
Vitality - incentivising wellness - represented the
future of private healthcare in the UK.

A popular benefit available to PruHealth customers

PROVIDER EVENTS
The group PMI market saw significant shake-ups
in 2011. Following the acquisition of Standard Life
Healthcare by PruHealth in 2010, Simplyhealth
announced that it was purchasing SME PMI provider
Groupama Healthcare. National Friendly also
announced that it was no longer selling PMI.
Brokers welcomed the launch of three new
products from PruHealth, based on the modular
framework created by Standard Life Healthcare.
However, they raised concerns about the impact
of the integration of the two businesses on service
standards. Chief executive Neville Koopowitz told

is full cancer cover and in October Aviva UK Health
announced that it was removing limits on its cancer
cover. Meanwhile, Bupa launched a new option for
corporate clients = NHS Cancer Cover Plus — which
will fund members up until diagnosis and then for
treatments not readily available on the NHS.

In November brokers learned that Bupa was
instigating a new process for corporate clients,
whereby members will be given a choice of
consultants by the insurer, rather than referred to
a specific consultant by their GP. Although many
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APRIL UK Alchemy Group Policy — Foundation & Full ul 250/500 full refund full refund full refund option - restricted full refund full refund option ul
APRIL UK Alchemy Group Policy - Foundation & Limited ul 250/500 full refund full refund full refund option - restricted 500 full refund option ul
APRIL UK Alchemy Group Policy - Foundation Cover ul 250/500 full refund full refund full refund option - restricted not covered not covered option ul
Aviva Health UK Limited Optimum ul varies full refund full refund full refund full refund (max varies) full refund full refund option — full refund ul
Aviva Health UK Limited Solutions 249 50/100/150/200 full refund full refund full refund restricted full refund full refund 1,000 ul
AXA PPP healthcare Business Express ul 100/200/500 full refund full refund full refund not covered 750 full refund not covered ul
AXA PPP healthcare Corporate Health Plan ul 80/125/190 or 120/190/285 full refund full refund full refund full refund full refund full refund full refund ul
AXA PPP healthcare Corporate Health Plan Pathways ul 80/125/190 or 120/190/285 full refund full refund full refund full refund full refund full refund full refund ul
AXA PPP healthcare Directors ul 100/200/500 full refund full refund full refund full refund full refund full refund full refund ul
AXA PPP healthcare Executive ul 100/200/500 full refund full refund full refund full refund 1,200 full refund option ul
AXA PPP healthcare VIP ul 100/200/500 full refund full refund full refund full refund full refund full refund option — full refund ul
Benenden Healthcare Corporate healthcare ul No excess specified procedures not covered restricted not covered 1,500 not covered not covered ul
Bupa Bupa Select 250 50/100/150/200/500 full refund full refund full refund option full refund full refund option — full refund ul
CIGNA SmarterHealth 400 0/100/200 full refund full refund full refund 10,000 full refund full refund 10,000 ul
CIGNA SmartHealth 249 07/100/150/200 full refund full refund full refund 10,000 full refund full refund 10,000 ul
Freedom Healthnet Elite (Corporate) ul 100/250/500/1,000 full refund full refund full refund option - restricted option — full refund full refund option ul
Freedom Healthnet Freedom Diamond ul 100/250/500/1,000 full refund full refund full refund not covered 1,250 full refund not covered 100,000
Freedom Healthnet Freedom Diamond Plus ul 100/250/500/1,000 full refund full refund full refund restricted full refund full refund option ul
Freedom Healthnet Freedom Gold ul 100/250/500/1,000 full refund full refund full refund not covered 1,000 full refund not covered 30,000
Freedom Healthnet Freedom Platinum ul 100/250/500/1,000 full refund full refund full refund not covered 1,000 full refund not covered 50,000
General & Medical Altus ul 0/100/150/200/250/500/1,000 full refund full refund full refund restricted full refund full refund not covered 1,000,000
General & Medical Altus Elite ul 07/100/150/200/250/500/1,000 full refund full refund full refund restricted full refund full refund 1,000 1,000,000
General & Medical Altus Plus ul 0/100/150/200/250/500/1,000 full refund full refund full refund restricted full refund full refund 1,000 1,000,000
General & Medical Equs ul 0/100/150/200/250/500/1,000 full refund not covered full refund not covered 500 not covered not covered 1,000,000
General & Medical Equs Elite ul 0/100/150/200/250/500/1,000 full refund restricted full refund restricted full refund 7500 1,000 1,000,000
General & Medical Equs Plus ul 0/100/150/200/250/500/1,000 full refund restricted full refund restricted 1,500 7500 1,000 1,000,000
Groupama Healthcare Santé ul varies full refund full refund full refund full refund (max 28 days) full refund full refund 1,000 ul
H3 Insurance H3 Premier Plan (NI Only) ul 0,100, 250,500, 1,000 full refund full refund full refund full refund (max 30 days) full refund full refund not covered ul
H3 Insurance H3 Premier Plus Plan (NI Only) ul 0,100, 250,500,1,000 full refund full refund full refund full refund (max 30 days) full refund full refund not covered ul
H3 Insurance H3 Priority Plan (NI Only) ul 0,100, 250,500, 1,000 full refund full refund full refund not covered full refund full refund not covered ul
H3 Insurance H3 Priority Plus Plan (NI Only) ul 0,100, 250,500,1,000 full refund full refund full refund not covered full refund full refund not covered ul
Health—on—Line Company Choice 50 100/250/500 full refund full refund full refund option option full refund option ul
Permanent Health Company HealthCover4Life Plan 1 ul 100/150/250/500/1,000/2,500 full refund full refund full refund full refund (max 28 days) full refund full refund 1,000 ul
Permanent Health Company HealthCover4Life Plan 2 ul 100/150/250/500/1,000/2,500 full refund full refund full refund full refund (max 28 days) full refund full refund 750 ul
Permanent Health Company HealthCover4Life Plan 3 ul 100/150/250/500/1,000/2,500 full refund full refund full refund full refund (max 28 days) 1,000 combined full refund 500 combined ul
Permanent Health Company HealthCover4Life Plan 4 ul No excess full refund full refund full refund not covered not covered full refund not covered ul
PruHealth Business Healthcare 249 0/100/250/500/1,000 full refund full refund full refund option - restricted specified procedures full refund 1,500 ul
PruHealth Corporate Healthcare ul 0/100/250/500/1,000 full refund full refund full refund option - restricted specified procedures full refund 1,500 ul
Simplyhealth Accessible ul 75/150/300/375 full refund full refund full refund not covered 1,000 full refund not covered ul
Simplyhealth Care for Corporates ul varies full refund full refund full refund full refund (max 28 days) full refund full refund full refund 100,000
Simplyhealth Preferential Private Health Cover ul 60 to 625 full refund full refund full refund full refund (max 28 days) full refund full refund option ul
Universal Provident Group Choices (Module Al) 99 100/200/300/500/1,000 full refund full refund full refund restricted full refund full refund 450 ul
Universal Provident Group Choices (Module A2) 99 100/200/300/500/1,000 full refund full refund full refund restricted full refund full refund 450 ul
WPA Enterprise Flexible Benefits — Essential ul no excess full refund full refund option full refund (max 28 days) option — full refund full refund option ul
na — not applicable / ns — not stated / ul — unlimited / pa — per annum / pn — per night Source: independent financial research company Defaqto Please note this is not a definitive list and products and providers have been selected to give a broad overview of the market. Information based on original data kindly compiled and supplied by
d Efﬂ QTD Defaqto on 11/10/11 and reviewed on 08/11/11. Please be aware that product details change regularly and it is advisable to contact individual providers to confirm specific details.
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THE iPMI MARKET HAS BEEN BOOMING OVER RECENT YEARS BUT FIGURES

PRIVATE
MEDICAL INSURANCE

TOWARDS THE END OF 2011 SUGGEST A MIXED PICTURE IN TERMS OF INDIVIDUALS

AND EMPLOYEES MOVING AROUND THE WORLD. NONETHELESS, THE EMERGENCE

MADELEINE DAVIES

While providers have expended considerable
efforts in recent years to encourage more private
medical insurance (PMI) brokers to enter the
international PMI market (iPMI), statistics from
the Office for National Statistics suggest that
the number of Britons emigrating has sharply
declined in the past two years.

In 2010 the number was the lowest for more than a

decade, as fewer Britons opted to retire abroad. A third
of Britons who left the UK for at least a year went to
Old Commonwealth countries (Australia, New Zealand,
Canada and South Africa) while a quarter moved to

EU countries (compared to just over 40% in 2005).
The ONS suggests that the declining popularity of
Spain and France reflects the fact that fewer British
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OF NEW PROVIDERS AND NEW PARTNERSHIPS GIVE CAUSE FOR CHEER.

emigrants are retiring overseas and may also be linked
to the economic downturn in the EU.

ONS figures show that around 40% of British
emigrants left the UK for a definite job while 20%

went to accompany or join friends or family. In total,

most emigrants today are of working age (93% in
2010 compared to 86% in 2005). Separate figures
from international consultancy Brookfield Global
Relocation Services show that 43% of employers
believed the number of international assignees
increased in 2010, the first increase since its 2006
report, although still lower than the historical
average of 48%. A further 61% of respondents
expected the number to increase in 2011, higher
than the historical average of 57%.

KEY EVENTS

Certainly the expansion of the provider market
suggested that confidence in its buoyancy
remains strong. January saw the launch of Now
Health International, headed up by Martin Garcia
while Allianz Worldwide Care announced the
creation of 200 jobs during year as part of its
growth strategy.

In contrast to consolidation in the domestic
PMI market, expansion in this sector resulted in
a highly competitive market, with brokers telling
Health Insurance that a price war had broken out
as insurers sought to grow their market share.

2011 saw the globe rocked by outbreaks of
civil unrest, including the “Arab Spring” in which

Healthinsurance

INTERNATIONAL PRIVATE MEDICAL INSURANCE

2012 = THE YEAR AHEAD...

ki The iPMI sector is
starting to take on board
the need for a more flexible
approach to product
development, with the ‘one
size fits all’ proposition very
much on the way out in favour of modular and
even regional solutions to benefit programme
design.

Changes of local and regional legislation
continue to test the resolve of insurers,
particularly in the Middle and Far East where
getting clarity as to what can and cannot be
done is often the cause of great confusion,
with brokers and insurers desperately trying
to piece together a definitive answer for their
clients. This continues to be a major talking

countries including Egypt and Libya saw regime
change following mass protests against their
governments. It was an opportunity for insurers to
demonstrate the importance of benefits such as
emergency evacuation cover.

PROVIDER EVENTS

Throughout the year, providers sought to win
business by investing in new products, services
and technology.

In April Aetna launched a new suite of iPMI
plans for employers, including a package of
“wellness” tools designed to help firms identify
and tackle health risks within their workforces.
With a focus on flexibility, the insurer set out

Healthinsurance

point and where the industry as a whole really
needs to start taking a more proactive position
by helping advisers to better understand
what products are available when it comes to
recommending the most appropriate solution
not only for their client’s lifestyle but for where
they may be living and working.

2012 points to being another exciting but
demanding year. "

hb In 2012 | would like to
see premium increases cut
dramatically and better
terms for pre-existing
conditions. Constantly
increasing premiums

have been hard to justify to the majority of
policyholders particularly against the backdrop

KEY TRENDS

of the global economic climate. Insurers

react to increasing claims costs by increasing
premiums. | believe an industry-wide effort
needs to be applied to lower the increasing
treatments costs. For this to work it would need
cooperation and ‘buy in’ of all iPMI providers.

Where the iPMI industry has made good
progress is with underwriting pre-existing
conditions. | hope the lead that the likes
of DKV Globality, InterGlobal and latterly
Bupa International have taken in this area is
continued and perhaps inspires more plan
providers to more a more flexible approach to
pre-existing conditions.

In terms of consolidation, there are always
rumours in the iPMI market but aside from a
couple of notable examples, the market seems
to be attracting increasing numbers of new
providers. It is a vast market and can probably
accommodate so many providers. It may be
a different story in coming years as bigger
providers try to buy market share. ”n

FALL IN BRITS EMIGRATING, BUT EMPLOYERS
STILL LOOKING FURTHER AFIELD

to enable clients to select variable benefits for
different categories of employee across the globe.

Following the acquisition of iPMI provider Vanbreda
International in 2010, CIGNA announced in September
that it had bought FirstAssist Insurance Services, a
provider of travel and protection insurance.

The year also saw more providers respond to
broker demand for new underwriting options.
Morgan Price International Healthcare announced
that it would offer a full medical underwriting
option to individuals, something also offered
by some other providers including Bupa
International, DKV Globality and InterGlobal.

During 2011, DKV Globality, the centre of
excellence for the expatriate healthcare business

NEW PROVIDERS BURST ONTO THE SCENE
EXISTING PROVIDERS BOAST CONTINUED GROWTH
MORE FLEXIBILITY IN UNDERWRITING EMERGES

of the Munich Re Group, launched in 2008. It

also opened a London office, in Canary Wharf.
Towards the end of 2011, it also rolled out a new
proposition called “Globalites”, an integrated
international locally-based service and assistance
model unified under one brand.

Providers also sought to extend their reach in fast-
growing markets where gaining a share of the boom
means satisfying strict regulation. During 2011, Now
Health International signed a deal with AXA Gulf
which enables it to sell iPMI to people in the UAE,
while in November it announced a deal with Chinese
insurer Minan in order to sell and distribute its
product in China, following Bupa's deal with Chinese
insurer Alltrust earlier in the year. @}
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ALC Health Prima Classic (GBP) 1,000,000 yes yes no 3 full refund 10,000 10,000 full refund 1,000,000
ALC Health Prima Premier (GBP) 2,000,000 yes yes no 3 full refund full refund full refund full refund 2,000,000
Aetna Global Benefits Intl Healthcare Plan — Foundation (GBP) 1,000,000 yes yes no 5 full refund full refund full refund full refund 1,000,000
Aetna Global Benefits Intl Healthcare Plan - Lifestyle (GBP) 1,000,000 yes yes no 5 full refund full refund full refund full refund 1,000,000
Allianz Worldwide Care Classic Individual Plan (GBP) (1 Nov 2011) 934,000 yes no yes 3 full refund full refund full refund 2,075 825,000
Allianz Worldwide Care Club Individual (GBP) (1 Nov 11) 1,245,000 yes no yes 3 full refund full refund full refund 2,350 1,245,000
Allianz Worldwide Care Essential Individual (GBP) (1 Nov 2011) 415,000 yes no yes 3 full refund full refund full refund 2,075 415,000
Allianz Worldwide Care Premier Individual Plan (GBP) (1 Nov 11) 1,867,500 yes no yes 3 full refund full refund full refund 3,525 1,867,500
Aviva UK Health International Solutions (GBP) 5,000,000 yes no yes 6 full refund full refund full refund full refund 0
AXA PPP International International Health Plan - Prestige (GBP) 1,250,000 yes no yes 2 full refund 0 5,000 full refund 10,000
AXA PPP International International Health Plan — Standard (GBP) 750,000 yes no yes 2 full refund 0 0 0 10,000
Bupa International Lifeline Classic (GBP) 900,000 yes no yes 2 full refund 6,400 6,400 2400 0
Bupa International Lifeline Essential (GBP) 600,000 yes no yes 2 full refund 0 0 1,200 0
Bupa International Lifeline Gold (GBP) 1,200,000 yes no yes 2 full refund full refund full refund 3,600 0
Bupa International Worldwide Health Options (GBP) 1,500,000 no no yes 2 full refund 25,000 full refund full refund 0
CIGNA International Global Health Options 2,000,000 no no yes 2 full refund full refund (option) full refund (option) full refund full refund (option)
CIGNA International Employee Healthcare - Premier Plan (GBP) 1,000,000 yes yes no 3 full refund full refund full refund full refund 1,000
DKV Globality Globality CoGenio - Classic (GBP) ul yes no yes 2 full refund full refund full refund 0 ul
DKV Globality Globality CoGenio - Top (GBP) ul yes no yes 2 full refund full refund full refund full refund ul
DKV Globality Globality YouGenio - Classic (GBP) ul yes yes yes 2 full refund full refund full refund 0 ul
DKV Globality Globality YouGenio - Top (GBP) ul yes yes yes 2 full refund full refund full refund full refund ul
ExpaCare ExecutiveCare (GBP) 1,500,000 yes yes yes 3 full refund full refund full refund 5,000 1,500,000
ExpaCare SpecialCare (GBP) 5,000,000 yes yes yes 3 full refund full refund full refund 10,000 5,000,000
ExpaCare StandardCare (GBP) 1,000,000 yes yes yes 3 full refund 0 0 2,500 1,000,000
Freedom Healthnet Freedom Worldwide - Bronze 500,000 yes yes yes 3 full refund restricted not covered not covered 500,000
Freedom Healthnet Freedom Worldwide — Diamond 2,000,000 yes yes yes 3 full refund full refund not covered 3,500 2,000,000
Freedom Healthnet Freedom Worldwide - Gold 750,000 yes yes yes 3 full refund restricted not covered 1,500 750,000
Freedom Healthnet Freedom Worldwide — Platinum 1,000,000 yes yes yes 3 full refund full refund not covered 2,000 1,000,000
Freedom Healthnet Freedom Worldwide - Silver 500,000 yes yes yes 3 full refund restricted not covered 1,500 500,000
InterGlobal UltraCare Elite 2,000,000 yes yes no 3 full refund full refund full refund 5,000 2,000,000
InterGlobal Ultracare Comprehensive Plan (GBP) 1,000,000 yes yes no 3 full refund 5,000 5,000 2,500 1,000,000
InterGlobal Ultracare Plus Plan (GBP) 2,000,000 yes yes no 3 full refund full refund full refund 5,000 2,000,000
InterGlobal Ultracare Select Plan (GBP) 750,000 yes yes no 3 full refund 3,000 3,000 2,500 750,000
InterGlobal Ultracare Standard Plan (GBP) 500,000 yes yes no 3 full refund 0 0 1500 500,000
IMG Europe Coversure - Prime - Standard 50,000 no no yes 6 full refund 1,000 90 days post discharge 2,400 0
IMG Europe Global Select - Standard (GBP) 1,500,000 yes yes yes 3 full refund 5,000 5,000 3,375 1,500,000
IMG Europe GlobalFusion - Silver (GBP) 2,750,000 no no yes 2 cash limit 25 visits 25 visits 2,550 550
MediCare The Executive Plan (GBP) 1,000,000 yes yes yes 2 full refund full refund full refund full refund 1,000,000
MediCare The International Plan (GBP) 1,000,000 yes yes yes 2 full refund 0 0 full refund 1,000,000
Morgan Price International Healthcare ExpatHealth Bronze (GBP) 800,000 no yes no 3 full refund 0 0 full refund 585
Morgan Price International Healthcare ExpatHealth Gold (GBP) 800,000 no yes no 3 full refund 5,335 5335 full refund 535
Morgan Price International Healthcare GlobalHealth Level 1 (GBP) 500,000 no yes no 3 full refund 0 0 0 0
Morgan Price International Healthcare GlobalHealth Level 3 (GBP) 2,000,000 no yes no 3 full refund full refund full refund full refund 1,000
Now Health International WorldCare Advance (GBP) 2,200,000 yes no yes 1 full refund full refund full refund full refund 2,200,000
Now Health International WorldCare Apex (GBP) 2,800,000 yes no yes 1 full refund full refund full refund full refund 2,800,000
Now Health International WorldCare Essential (GBP) 1,900,000 yes no yes 1 full refund 1,250 1,250 0 1,900,000
Now Health International WorldCare Excel (GBP) 2,500,000 yes no yes 1 full refund full refund full refund full refund 2,500,000
William Russell Global Health Elite - Bronze Plan (GBP) 625,000 yes yes yes 4 full refund full refund full refund full refund 3,000
William Russell Global Health Elite - Platinum Plan (GBP) 1,560,000 yes yes yes 4 full refund full refund full refund full refund 1,560,000
William Russell Global Health Essential Care (USD) 250,000 yes yes no 2 full refund 1,000 1,000 0 0

Source: independent financial research company Defaqto

defagto

Please note this is not a definitive list and products and providers have been selected to give a broad overview of the market. Information based on original data kindly compiled and supplied by
Defaqto on 11/10/11 and reviewed on 08/11/11. Please be aware that product details change regularly and it is advisable to contact individual providers to confirm specific details.

na— not applicable 7 ns — not stated / op — outpatient / ip —inpatient / ul — unlimited
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ALTHOUGH CASH PLANS REMAIN A PERENNIALLY POPULAR BENEFIT, THE SECTOR
DID NOT ESCAPE EMPLOYER CUTBACKS DURING 2011. NEVERTHELESS, AS
PROVIDERS LOOK TO WORK MORE CLOSELY IN THE SPACE TRADITIONALLY
OCCUPIED BY PRIVATE MEDICAL INSURANCE, 2012 COULD SEE AWHOLE NEW

REVENUE STREAM OPEN UP.

MADELEINE DAVIES

The recession, inevitably, has seen businesses look
carefully at every aspect of their spend — and across
the board most employee benefits have felt the pinch
over recent years.

However, for a number of reasons, it seems that
cash plans remain, on the whole, relevant and of real
value to companies up and down the country.

Throughout 2011, intermediaries and providers
alike emphasised the fact that employers who have
long-established cash plan schemes in place are not
likely to scale them back in the near future. Indeed,

many report that once a cash plan scheme is in place,

it is very difficult — and most employers are very
reluctant - to remove it.

The most recent figures from market analyst Laing
& Buisson appear to back that confidence up. While
there was a fall in the overall number of contributors
to cash plans in 2010, that was restricted to the
individual/employee-paid - or voluntary - sector.
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Businesses, it seems, are increasingly aware of the fact
that cash plans can be an employer benefit as opposed
to simply an employee one.

In fact, the number of employer-paid contributors
to cash plans grew strongly across the market in
2010, by 11.2%, to reach 0.45 million, according to
Laing & Buisson. That helped to slow the fall in the
overall number of contributors to cash plans that
has been occurring in recent years. In 2010, the total
number of contributors fell by 2.9% in 2010 to reach
2.65 million at the start of 2011, compared to a fall of
5.4% seen in 2009.

However, there has, undeniably, been market
contraction in the individual/employee-paid
contributor space, which declined by 5.3% in 2010 to
stand at 2.21 million contributors.

Nevertheless, intermediaries told Health Insurance
in 2011 that opportunities for the cash plan market are
out there, as long as the communications message

remains clear. One key selling point of cash plans that
emerged during 2011 was the fact that the product can
be used as a bargaining tool to appease employees
who may not be receiving pay increases they had

been expecting. A survey of 230 UK employers by Aon
Hewitt, the employee benefits consultancy, suggests
that average pay increase in 2011 was 3.1%, well below
the rate of inflation at 4.4% and the 4.6% average pay
rise witnessed in 2007. And with Aon Hewitt predicting
projected salary increases for 2012 at just 3.2%, the
concept of offering a cash plan in place of a salary rise
could give employers an option to keep workers happy,
particularly in lower wage brackets, rings true.

BROADER BENEFITS

Of course, businesses that actively engage with the full
potential of cash plans stand to reap the most reward.
The product's broad range of benefits — from dental
and optical benefits right through to complementary
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therapies and beyond - can all be utilised to keep staff
healthy and motivated.

Recent times have also seen new benefits come
online that can help employees get back to work
quicker. During 2011, for example, cash plan provider
Westfield Health acquired PatientChoice, which

underwrote its Surgery Choices product, the employer-

paid cash plan benefit which funds the cost of 60 non-
urgent surgical procedures privately. Other providers,
including Health Shield, have spoken to intermediaries
about similar offerings which could close the gap
between cash plans and private medical insurance - a
trend which could evolve in 2012.

Other providers have been developing their
propositions in different directions during recent
times. Medicash, for example, offers access to Best
Doctors, the expert second opinion service, as part
of its proposition, while BHSF offers a broad range
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CASH PLANS

2012 = THE YEAR AHEAD...

Looking ahead to 2012 my view is that it will be a very testing year. While some sections of

the trade press are awash with claims of outstanding results, growing employer-funded volumes
and successful innovation, a look at the annual report and accounts for the top five players tells a

different story.

In many cases revenues are off and the number of people insured has fallen. Some are writing
business at a loss and will soon have to show their longer term colours. In 2012 | believe we will

see the intermediary market take a keener interest in the business model of the suppliers they are
dealing with; it is simply not worth one of the big brokers putting their reputation at risk, for what
remain fairly modest returns on the sale of cash plans.

On the product front, my view is that premiums may come under pressure as those who do not
make use of the product cut the premium from their household expenditure and those who do use it
push their claims to the max as their own purse strings tighten. Employer-funded schemes too will
examine what they pay and what they get back ever more closely.

Operationally, the providers will move to an ever more e-based communication policy to increase

access and cut costs.

Will it be a year of mergers? I'm not sure. With Simplyhealth continuing to dominate, in scale at
least, there remains an opportunity for two or three of the other key players to join together and
force the pace. Such a get together would also reduce the commoditisation of the sector and allow

for more added value to be introduced. 77

EMPLOYER-FUNDED/VOLUNTARY DYNAMIC SHIFTS
CASH PLANS BEING USED IN PLACE OF SALARY INCREASES
LINE BETWEEN CASH PLANS AND PMI CONTINUES TO BLUR

PROVIDER SOLVENCY IN THE SPOTLIGH

of products such as personal accident cover, cancer
cover and even products such as pet insurance and
travel insurance.

SOLVENCY

The finances of cash plan providers as a whole
came under greater in 2011 ahead of the
introduction of Solvency II, the capital adequacy
regime for the European insurance industry. And
while the long-established heritage and not-for-
profit status of most cash plan providers puts them
in good shape financially, concerns remain, not least
because the cash plan market has not escaped the
downturn unscathed.

Figures from Laing & Buisson show that spending
on health cash plans fell sharply by 7.1% in real terms
during 2010, as the average price paid for cash plans
by a decreased contributor base fell by just over 3% in

real terms. Crucially, though, as benefits paid slumped
by 8.2% in 2010, which likely reflected weak everyday
healthcare spending, margins for cash plan providers
edged to a new high.

However, 2011 demonstrated that cash plan
providers are not immune to the economic squeeze.
The year saw Engage Mutual, the Yorkshire-based
money savings, protection and investment product
provider, take on the rights to sell the One Fund cash
plan previously sold by National Friendly, after the
latter announced it was to stop selling both its PMI
and cash plan products as it conducts a review of its
capital requirements.

Some observers suggest that some cash plan
providers are burning through their reserves too
quickly in a bid to gain market share and 2012 could
prove to be a year when providers’ ambitions are
tested to the limit. @
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CASH PLANS

CASH PLANS
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o 8 S 5 3 3 £ 3 £& 5 258 2 &8
BHSF BHSF Health Cash Family £2.55 5 60 75 70 75 100 55 22 50 140 140 yes yes
BHSF BHSF Health Cash Family £8.95 5 210 75 225 75 600 75 70 180 600 600 yes yes
BHSF BHSF Health Cash Personal £1.35 5 60 75 70 75 50 55 16 50 140 140 yes yes
BHSF BHSF Health Cash Personal £4.70 5 210 75 225 75 600 75 60 180 600 600 yes yes
BHSF Corporate Healthscheme Level 1 5 50 100 50 100 100 75 0 50 150 150 yes yes
BHSF Corporate Healthscheme Level 5 5 250 100 250 100 650 75 40 250 1200 1200 yes yes
Bupa Company - Bupa Cash Plan - Family - Level 4 2 35 100 35 100 70 50 10 not covered 100 100 yes yes
Bupa Company - Bupa Cash Plan - Family - Level 6 2 105 100 105 100 210 50 30 not covered 300 300 yes yes
Bupa Company - Bupa Cash Plan - Family - Level 8 2 280 100 280 100 560 50 80 150 800 800 yes yes
Bupa Company - Bupa Cash Plan - Individual - Level 1 2 50 100 50 100 100 50 15 not covered 150 150 yes yes
Bupa Company - Bupa Cash Plan - Individual - Level 3 2 150 100 150 100 300 50 45 100 450 450 yes yes
Bupa Company Additional Health - Level 1 2 90 50 90 50 not covered na 0 not covered not covered not covered no no
Bupa Company Additional Health - Level 3 2 250 100 250 100 not covered na 0 not covered not covered not covered no no
Bupa Company Cash Plan Fundamentals - Level 1 2 50 100 50 100 200 100 0 100 150 150 no no
Bupa Company Cash Plan Fundamentals - Level 3 2 200 100 200 100 400 100 0 200 350 350 no no
Bupa Company Patient Cash Plan - Level 1 2 0 na 0 na 150 100 25 not covered 150 150 no no
Bupa Company Patient Cash Plan - Level 3 2 0 na 0 na 600 100 100 not covered 600 600 no no
Health Shield Corporate Healthcare Scheme — Access Level 10 30 100 30 100 60 100 10 30 60 60 yes yes
Health Shield Corporate Healthcare Scheme - Level 1 10 60 100 60 100 120 100 20 60 120 120 yes yes
Health Shield Corporate Healthcare Scheme - Level 3 10 160 100 160 100 315 100 65 160 370 370 yes yes
Health Shield Corporate Healthcare Scheme - Prestige Level 10 270 100 270 100 520 100 110 270 640 640 yes yes
Health Shield Essentials Healthcare - Level 1 5 50 100 50 100 200 100 0 100 150 150 yes yes
Health Shield Essentials Healthcare - Level 4 5 200 100 200 100 400 100 0 200 500 500 yes yes
Health Shield Essentials Plus Healthcare — Level 1 5 50 100 50 100 200 100 0 100 150 150 yes yes
Health Shield Essentials Plus Healthcare — Level 4 5 200 100 200 100 400 100 0 200 500 500 yes yes
Medicash Company Reward Core 1 80 100 60 100 300 100 na 1screen/3yrs 200 200 yes yes
Medicash Company Reward Level 1 1 130 100 110 100 500 100 na 1screen/3yrs 300 300 yes yes
Medicash Company Reward Level 3 1 190 100 170 100 1000 100 na 1screen/3yrs 500 500 yes yes
Medicash Company Reward Premium 1 250 100 230 100 1250 100 na 1screen/3yrs 600 600 yes yes
Medicash Active Bronze 1 50 100 50 100 80 100 16 1screen/3yrs 120 120 yes yes
Medicash Active Silver 1 100 100 100 100 175 100 35 1screen/3yrs 225 225 yes yes
Medicash Active Gold 1 160 100 160 100 280 100 56 1screen/3yrs 360 360 yes yes
Medicash Active Platinum 1 240 100 240 100 420 100 84 1screen/3yrs 550 550 yes yes
Perfect Health Cash Plan Plus - Level 1 3 150 50 150 50 250 50 40 200 300 300 no no
Perfect Health Cash Plan Plus - Level 2 3 150 100 150 100 400 75 65 200 300 300 no yes
Simplyhealth Simply Cash Plan - Level 1 10 85 100 85 100 150 75 0 full refund 50 50 no yes
Simplyhealth Simply Cash Plan - Level 4 10 180 100 180 100 400 75 20 full refund 200 200 no yes
Westfield Health Advantage Level 1 - £4.60 per month 5 28 100 ) 100 70 75 115 not covered 200 200 yes yes
Westfield Health Advantage Level 5 - £28.80 per month 5 205 100 265 100 575 100 77 150 1250 1250 yes yes
Westfield Health Foresight Corporate Plan £1pw 5 55 100 55 100 200 100 0 not covered 150 150 yes yes
Westfield Health Foresight Corporate Plan £6pw 5 220 100 220 100 700 100 0 not covered 650 650 yes yes
WPA Company Enterprise Flexible Benefits — Top~Up Cash 3 150 75 150 75 250 100 65 200 300 300 optional optional
WPA nhs top—-up - Corporate - Level 1 3 65 100 65 100 150 100 400 200 100 100 no optional
WPA nhs top—up - Corporate - Level 2 3 100 100 100 100 200 100 700 200 200 200 no optional
WPA nhs top-up - Corporate - Level 3 3 150 100 150 100 250 100 1000 200 300 300 no optional
na— not applicable / ns — not stated / ul — unlimited / pa— per annum / pn — per night Source: independent financial research company Defaqto Please note this is not a definitive list and products and providers have been selected to give a broad overview of the market. Information based on original data kindly compiled and supplied by
{j 81‘-{3 QT o Defaqto on 11/10/11 and reviewed on 08/11/11. Please be aware that product details change regularly and it is advisable to contact individual providers to confirm specific details.
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—AYEAR IN REVIEW

HEALTH

THE IMPACT OF THE LONG-AWAITED REVIEW OF SICKNESS ABSENCE, COMMISSIONED BY

BBl as s s o™ ens s

THE GOVERNMENT AND PUBLISHED IN 2011, SET OUT A POTENTIAL NEW FRAMEWORK

MADELEINE DAVIES

According to market analyst Laing & Buisson,
overall UK spending on occupational health is
estimated to be around £500m, of which half is
estimated to be contracted out to commercial
occupational health (OH) providers. The analyst's
market report on primary care and out of hospital
services, published in November, made encouraging
reading for the private sector, suggesting that
health services delivered in the community
represent a multibillion pound opportunity.
Privately-paid general practice is already worth
£500m, although the report describes it as
“something of an investment backwater, dominated
by small scale, professionally based providers”.

KEY EVENTS

There was excellent news for the sector in

the independent sickness absence review
commissioned by the Government in February and
presented by authors Dame Carol Black and David
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THAT THE OCCUPATIONAL HEALTH MARKET WILL OPERATE IN MOVING FORWARD.

Frost in November. In addition to recommending
that tax relief on employee assistance programmes
(EAPs) be maintained, the review suggested that the
Government consider applying tax relief to health
interventions, including private medical insurance
(PMI), designed to keep lower-earning employees in
the workplace or return them to it swiftly, following
illness. While it remains unclear whether the
recommendation will be accepted, it represents an
important recognition of the role that the private
sector plays in rehabilitating sick workers, ensuring
that they continue to contribute to UK productivity.
The report also recommended that employers
should be able to refer the one million employees
who take more than four weeks absence in a
year to a “bespoke” independent assessment
service (IAS) offering functional assessments
and OH advice. This suggests that the fit note
- the replacement for the traditional sick note
introduced last year — may have failed. The

“vast majority” of notes declare employees to be
completely incapable of work, which Dame Carol
argues in the report “holds back people from work,
inhibits employers from helping people return,
and might not be in the employee’s best long-term
interest”.

Stress hit the headlines in 2011 when it was
recorded as the most common cause of long-term
absence by the Chartered Institute of Personnel
and Development (CIPD) for the first time. The
organisation’s annual absence management survey
found that four in ten (39%) employers have seen an
increase in stress-related absence, compared to just
12% reporting a decrease. The results were linked
to the economic climate, in which many employers
have had to make redundancies.

The survey made encouraging reading for
the sector, with employers citing “working with
OH professionals” as the most effective way to
manage long-term absence. However, research
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conducted by the Department for Work and
Pensions highlighted that there is still much work
to be done to convince employers of the business
case for investing in health interventions. Only

a slim majority (56%) of the 2,250 employers
surveyed agreed that the financial benefits of
investing in employee health and wellbeing
outweighed the costs, while half thought that their
employees would not want them to intervene in
this area. Two-thirds had not taken any actions to
help employees with health problems to stay in
work or return to work. Just a quarter agreed that
sickness absence was a barrier to productivity and
21% did not have a system in place for recording
sickness absence.

Healthinsurance

2012 = THE YEAR AHEAD...

OCCUPATIONAL HEALTH

Intermediaries can be confused by occupational health [OH] and so overlook its importance.

Simply put, OH is looking after employees’ health in the workplace to minimise health risks and
to support them if unwell, something that intermediaries do all the time when making insurance
recommendations. It is then only a small step to use a wider mix of providers.

With so many factors coming together in 2012 it will be a difficult year for UK employers. EU
legislation, UK changes in pensions coupled with continued harsh trading conditions and shrinking
NHS budgets load pressure on both employers and employees.

Seemingly innocuous EU legislation is often overlooked by intermediaries but HR directors are
often aware and looking for solutions. For example, the requirement next year that all drivers on

company business must undergo regular eye tests to avoid possible corporate manslaughter charges

may be worrisome but is easily addressed, perhaps even through an insurance solution.
Often companies already have many of the components in place, and it is then a task of
ensuring clear pathways and making sure all parties understand what exists and how it is accessed

[importantly the employees and managers]. It is often not about spending more money but making

better use of what already exists. Employee assistance programme providers and income protection
insurers are valuable sources of information and a wealth of experience.

2012 may see more mergers and acquisitions in the OH market which is still very fragmented, as
the smaller providers struggle to raise cash for expansion. Will OH lose or have greater importance
within the NHS reforms crawling through Parliament? One thing that is certain is that 2012 will bring
a lot of uncertainty, and for employers the value of a truly expert employee health consultancy will

prove invaluable. "

KEY TRENDS

OCCUPATIONAL HEALTH MESSAGE BACKED UP BY BLACK/|
FROST REVIEW OF SICKNESS ABSENCE

KEY PROVIDER EVENTS

Against this backdrop, there were signs of
confidence in the market in 2011. Outsourced
services provider Capita announced the
acquisition of Insurance Medical Group, a
company which provides medico-legal reporting,
diagnostics and physiotherapy and treatment
services, after buying Premier Medical Group and
First Assist in 2010.

Meanwhile, absence management company
FirstCare reported a growth rate of 63%, making it
one of London’s top ten fastest-growing companies.
It has plans to grow its client list of 120,000 to
500,000in 2012.

However, perhaps the biggest news in this

STRESS NOW MOST COMMON CAUSE OF ABSENCE
MORE EVIDENCE FOR RETURN ON INVESTMENT REVEALED
POTENTIAL NEW MARKET OPENS UP

sector was the acquisition of Rood Lane Medical
Group by HCA International in August. Although
the deal prompted speculation about whether
brokers would see an increase in the number of
patients Roodlane referred to HCA International
facilities, many advisers are anticipating benefits
for clients through integrated, efficient care.
However, it has raised questions about the future
of the OH market and whether vertical integration
will become the norm. As the NHS works

towards developing “care pathways” for common
conditions such as diabetes, it is possible that
the private sector will start to follow suit, creating
packages of care for corporates under a single

umbrella organisation. @
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HILE DAME CAROL BLACK REMAINS UNCONVINCED OF THE CASE FOR STAT
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INTERVENTION IN THE GROUP RISK MARKET, PROVIDERS CELEBRATED IN 2011

AS MESSAGES ABOUT EARLY INTERVENTION AND REHABILITATION FINALLY GOT
THROUGH TO WESTMINSTER.

MADELEINE DAVIES

Swiss Re’s most recent Group Watchreport
illustrated a fiercely competitive group market
in which providers chased business by offering
cut-throat prices and very little fresh business
entered the books. While the amount of benefits
underwritten increased for all three products (life,
critical illness and income protection), the number
of group life and group income protection (GIP)
schemes fell, while premiums for the latter dropped
by almost 9% following a 12.5% drop in 2010.
However, in-force premiums for group life and group
critical iliness rose by 2.3% and 3.8% respectively.
Given the economic backdrop, it was perhaps
inevitable that price would dominate discussions
with clients. Although GDP increased in every
quarter of 2011, it grew by an average of just over
0.1% in each quarter and in the third quarter of the
year corporates’ profits declined. Meanwhile, the
labour market remained haunted by uncertainty
with unemployment rising to 8.3% in the third
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quarter of the year. The Office for National Statistics
believes that this reflects the fact that firms are
more wary of taking on new employees, presenting
a challenge for insurers seeking to extend their
benefits to more workers.

KEY EVENTS

Against this rather gloomy backdrop, the group risk
industry expended considerable efforts in promoting
its products to consumers and policy-makers, in
addition to employers, its traditional audience.

In March, think-tank Demos published a report
sponsored by Unum, which argued that the
Government should look to the insurance industry
to reduce the burden of disability claims and reward
individual responsibility through financial incentives.
It argued that if employers insured against the risk
of having to pay statutory sick pay, there would be
built-in incentives for insurers to intervene. It also
highlighted research indicating that the types of

rehabilitation funded by insurers are 43% more
effective than non-intervention.

This message about effective rehabilitation was
consistently promoted by the industry throughout
the year, as the Government awaited the findings
of the independent sickness absence review. It
was bolstered by the publication of statistics, with
Legal & General reporting that its GIP rehabilitation
services returned 60% of members to work within
six months in 2010. It declined just 3.9% of GIP
claims during the year.

Despite these efforts, the Review authors Dame
Carol Black and David Frost remained unconvinced
that the group risk market warranted assistance from
the State, concluding that GIP is primarily a benefit
for higher-paid employees. While disappointed at
this outcome, group risk providers welcomed the
recognition of the effectiveness of early intervention
and rehabilitation and believe the review will be a
useful conversation-starter with potential new clients.

Healthinsurance

GROUP RISK

2012 = THE YEAR AHEAD...

ké The group risk market is well-placed for some of the things we know are coming in 2012. The

Retail Distribution Review [RDR] will have a major impact on other lines of business, but client-
agreed remuneration of advisers in group risk has been the norm for a while now for many firms.
On the other hand, auto-enrolment into pensions will put pressure on providers and intermediaries
in employee benefits generally to operate efficiently and at low cost. Group risk has long suffered
from a lack of investment in technology. Those companies that fail to address this will, before long,
come under competitive pressure from those that have invested and have fundamentally lower cost
delivery models. Simpler, quicker and better is possible through serious investment in systems and
processes.

Those who see auto-enrolment as diverting employer spend from risk to pension benefits are
missing the bigger opportunity flowing from the whole profile of employee benefits being raised.
If experience here matches what has happened in Australia since its introduction there, auto-
enrolment will lead employees to take a real interest in their benefit entitlements.

The main threat facing our market is the same threatening pretty much every other one: the
general economic conditions. It’s hard to see these improving much — if at all — next year but it
is meaningless to think of the group risk market as an homogeneous whole as distributors, risk
carriers and clients are all at vastly differing stages of development and may have very different
strategic and tactical outlooks. The prospect of continuing recession and credit scarcity conditions
will result in people having a much heightened awareness of the risks they are exposed to — not only
the unemployment risk, but also their incapacity to work and even their mortality. The heightened
sense of risk awareness will prompt many employers and employees to plan more carefully. That is a

PROVIDER EVENTS

In addition to lobbying the Government, providers
invested in promoting their offerings to the general
publicin 2011. Unum's “Back-up Plan” campaign,
conducted initially through social and print

media, culminated in a series of high profile TV
advertisements, directing people to a website and
urging them to start discussions about workplace
benefits with their employers.

This campaign was warmly welcomed by advisers,
who also praised Aviva for investing in promoting IP to
the consumer market.

Meanwhile, in July, the newly-formed Friends
Life launched its group risk range, following the
integration of Bupa's protection proposition into the
business. This brought together elements of both
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stimulus to our trade. 17

KEY TRENDS

SICKNESS ABSENCE REVIEW ‘UNCONVINCED’ BY CASE FOR STATE ASSISTANCE

the Bupa Health Assurance and Friends Provident
products, including access to expert second medical
opinion service Best Doctors.
Throughout the year, research highlighted
the challenges of getting GPs to engage patients
in discussions about returning to work and the
declining numbers of people eligible for incapacity
benefits, further underlining the potential value of
GIP schemes and access to rehabilitation services.
Areport from the Department for Work and
Pensions found that GPs do not want to actas a
go-between for patients and employers and believe
that employers should pay for occupational health
services to access advice on health and work. It
highlighted a “consequence vacuum’, whereby
GPs receive little feedback from employers about

how useful their guidance on patients’ ability
to return to work is or the extent to which their
recommendations have been implemented.

Nevertheless, the Government remains highly
committed to keeping people in the workplace and
returning the absent to it, a message which employers
will find difficult to ignore in 2012.

Next year will also see the implementation of radical
pensions reform, with auto-enrolment set to begin.
While some advisers have expressed concerns about
whether contributing to the pension pot will reduce
employers' capacity to invest in benefits, others believe
this is a real opportunity to suggest that firms review
their benefit proposition and consider enrolling staff not
only in pension schemes but in group risk insurance,
protecting them against a wider set of risks. @
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OUP INCOME PROTECTION

Provider

Aviva UK Health

Canada Life

Canada Life

Friends Life

Generali (Assicurazioni Generali S.p.A)

Generali (Assicurazioni Generali S.p.A)

Legal & General

Legal & General

Unum

Unum

unum

Unum

Unum

Wesleyan Medical Sickness

Wiltshire Friendly Society

Zurich

Group Income Protection

CLASS eProduct Group Income Protection

Group Income Protection Plan

Group Income Protection

Group Income Protection Plan

Group Income Protection Plan - Flexible Benefits

Group Income Protection

Partners' Group Income Protection

Dual Benefit Group Income Protection

Group Income Protection

Group Income Protection - Capital Option

Pay Direct Group Income Protection

Select

Medical Sickness Practice Protector Plus

Group Income Replacement - Premier Plan

Group Income Protection

na — not applicable / ns — not stated / ul — unlimited / pa — per annum / pn — per night
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Please note this is not a definitive list and products and providers have been selected to give a broad overview of the market. Information based on original data kindly compiled and supplied by
Defaqto on 11/10/11 and reviewed on 08/11/11. Please be aware that product details change regularly and it is advisable to contact individual providers to confirm specific details.
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INDIVIDUAL INCOME PROTECTION

2012 = THE YEAR AHEAD...

kb Income protection [IP] is the most undersold product in the insurance market, in my opinion.

We're seeing lots of activity from the individual insurers in trying to educate the public about the
benefits of protecting their income, but this has to be done cohesively with advisers for the message
to get through.

IP in many advisers’ eyes is a complex product that is secondary to critical illness cover and life
¢ \ insurance — this shouldn’t be the case.
Ox s Xy - 4 Sales are falling across the industry and | can’t help but feel that this is due to lack of knowledge
00 - : : i at an adviser level. If the industry wants this to pick up, insurers need to put more emphasis on
- 7 training those on the front line. Hopefully with the new TV and newspaper advertising campaigns
from the likes of Unum and Aviva, IP will get the attention it deserves over the coming 12 months.

It would be good to see upfront underwriting of income adopted across the industry to ensure

EELER oO \
~ INCOME
PROTECTION

that customers get value for money from a policy. Expecting a client to remember to always review
policies is unrealistic, and if they don’t have a proactive broker who stays in regular contact are they
really getting what they are paying for, if, for example, their income reduces?

The stagnation in the mortgage market, of course, has an effect on IP sales and with 2012 due
to see little growth, | doubt that mortgage sales will change the landscape for IP. With the Retail
Distribution Review, one suspects that more advisers will choose to focus on protection and so this
should be a positive thing for increasing IP sales. The market for IP is so small at the moment that |
can’t help but feel tremendous opportunity by focusing on the emerging and growing industries with
the UK. 17
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ALTHOUGH THE RECESSION SHOULD, IN THEORY, HAVE MADE INDIVIDUALS MORE

AWARE OF THE IMPORTANCE OF INSURING THEIR INCOME AGAINST ILLNESS OR
DISABILITY DURING 2011, MANY REMAIN DEFIANTLY IN THE DARK. HOWEVER, TWO

NATIONAL TELEVISION ADVERTISING CAMPAIGNS BROUGHT THE MESSAGE TO
MILLIONS OF POTENTIAL NEW CUSTOMERS TOWARDS THE END OF THE YEAR.

DAVID SAWERS

If the individual income protection (IP) industry began
2011 witha characteristic whimper, it ended the year
with a much needed bang.

Figures from Swiss Re's annual Term & Health
Watchreport suggested that sales of the product
continued to fall in 2010 and while that trend was
beginning to slow, there was little to suggest, at the
start of the year at least, that IP's fortunes were about
to witness a dramatic turnaround.

There is no denying that the IP sector needed a shot
in the arm going into 2011. Figures from Term & Health
Watch show that sales of IP fell 5.6% in 2010. Experts
mulled over the usual reasons for the continued
slide, with lack of consumer awareness, tightening
of household budgets, fallout from the payment
protection insurance (PPI) scandal just three of many
that did the rounds.

However, optimists pointed to the fact that the fall
in sales of IP was showing signs of slowing down. The
5.6% dip in 2010 followed a 7.5% drop in 2009.

Much of that credit should go to IFAs, who
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increased sales by 4.5% in 2010 compared to the
contraction reported by other channels. According to
Swiss Re's figures, IFAs held a 60.9% share of the IP
market in 2010.

The protection industry also celebrated the fact
that consumer complaints about IP - never a major
cause for concern compared to other financial
services products in any case — were down, in
spite of concerns that some IP consumers might
mistakenly jump on the PPl bandwagon. The Financial
Ombudsman Service said that in the year to 31 March
2011, complaints about IP fell 7% to 270. Complaints
about PPI, on the other hand, totalled 104,597.

SHORT-TERM PRODUCTS

Ironically, the PPl scandal could, some experts argued,
present opportunities for IP providers to develop new,
short-term IP (STIP) products to fill the gap. Financial
services analyst Defaqto said that in spite of the
negative publicity surrounding PPI, current conditions
present increased opportunity for advisers selling STIP,

including the opportunity to up-sell from mortgage
payment protection insurance (MPPI) to STIP.

In fact, the number of STIP products available to
consumers almost doubled from 20 in 2009 to 39
in 2011. However, while providers of STIP insist their
products are fundamentally different from PPI, both
in their make-up and the way they are sold, efforts by
the Income Protection Task Force, an industry body set
up to promote IP, to establish a kitemark system that
would help consumers to distinguish between PPl and
STIP, failed during 2011.

The one thing, of course, that STIP products help
to address is the question of affordability. Research
published by the Association of British Insurers (ABI)
during 2011 suggested that consumers continue to
greatly underestimate the realistic cost of full blown
IP, with many not prepared to pay more than £5 per
week for the cover.

In fact while just under 90% of respondents to
a survey of 1,658 people (all working at least eight
hours a week) for the ABI said they would pay less
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than £5 a week for IP, 29% said they would not be
prepared to pay anything at all.

That is in spite of the fact that a significant
proportion — 15% - of survey respondents had
been, or currently were when the survey took place,
absent for more than three months as a result of
sickness or injury.

The results of the ABI survey highlighted
once again the lack of awareness on the part of
consumers about their own financial situation
should they be unable to work through iliness or
disability, with 40% of ABI respondents believing
that they would receive pay for six months or more if
absent through sickness while 26% were unsure.

CONSUMER AWARENESS

However, 2011 was the year that two insurers, at least,
ploughed huge amounts of resource into national
primetime television advertising in an effort to
change all of that.
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KEY TRENDS

IFAs LOOKED TO BUILD ON INCREASED SHARE OF

INDIVIDUAL IP MARKE
AHOST OF SHORT-TERM IP PRODUCTS LAUNCHED
FALLOUT FROM PPI SCANDAL DESCRIBED AS BOTH

‘POSITIVE AND NEGATIVE’ FOR IP

CONSUMER AWARENESS RECEIVES A MUCH NEEDED BOOST

Although targeted primarily at employees, Unum'’s
“Back Up Plan" campaign, which urged viewers to
speak to their employers about group protection,
raised the issue in consumers’ minds too.

Meanwhile, Aviva generated even more heat with
its sponsorship of ITV's Downton Abbey drama
series. And although anecdotal reports on some
social media sites were critical of the insurer’s
approach, the majority of IFAs and even some of
Aviva's competitors applauded the efforts to raise
awareness about the importance of IP.

However, while there are definite reasons to be
cheerful heading into 2012, the year also promises
to present some challenges for protection providers,
not least a European Court of Justice ruling which
means that insurance companies will no longer be
able to differentiate premiums and benefits based on
gender-related factors.

The fundamental change to the way insurance
premiums are calculated will pose particular

challenges to IP providers, which traditionally add
a50% or more rating for women as they present a
higher risk. However, one insurer that has already
adapted its plan to meet the new rules ahead of
their being introduced is Exeter Family Friendly,
which also rebranded its popular Professional
Income Protection plan as Income One during 2011.

Other challenges for the IP market will be
persuading IFAs and consumers that there is
enough choice and diversity on offer, especially
following the consolidation of Friends Provident,
AXA UK Life and Bupa Health Assurance as Friends
Life earlier in 2011.

Nevertheless, when Friends Life unveiled its new
protection range towards the end of the year, “Friends
Life Protect+", Health Insurancereaders described the
product as “fantastic”, “exciting” and “best of breed".

And with a host of other product developments also
set to come to market in 2012, there will be plenty for
IFAs to talk to their clients about. T
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AEGON Business Protection Little t at claim and inception 250,000 5 yes yes level yes 75 no no yes 4
AEGON Personal Protection Online & little t at claim and inception 130,000 5 yes yes level yes 55 no no yes 4
Ageas Protect YourLife Plan Online & little t at claim 150,000 5 yes yes level no 50 no no insufficient claims 1
Aviva UK Health Income Protection Solutions Big T teleinterviewing atclaim 180,000 5 yes yes level yes 60 no yes no 0
Bright Grey Business Protection Menu Big T teleunderwriting at claim and inception 250,000 5 yes yes level no 50 no no no 2
Bright Grey Personal Protection Menu Big T teleunderwriting at claim and inception 150,000 5 yes yes level no 50 no no no 2
British Friendly Society BFS Protect Policy Big T teleinterviewing atclaim 45,500 5 yes yes no yes 70 no no yes 0
British Friendly Society Century Earnings Replacement Plan Online & little t atinception 31,200 0 no no no yes 100 no no yes 9
Cirencester friendly Income Assured Plus Big T teleinterviewing atclaim 40,950 5 no yes level no 60 no no yes 8
Dentists' Provident Individual Income Protection Big T teleunderwriting atclaim 62,400 0 yes no no yes 60 no no yes 8
DG Mutual Income Protection Insurance from DG Mutual No teleunderwriting at claim and inception 62,400 0 no no increasing no 66 no no yes 10
Exeter Family Friendly Bills & Things Online & little t no financial underwriting 12,000 5 no yes no yes na no no yes 2
Exeter Family Friendly Income One Big T teleinterviewing at claim or inception 100,000 5 yes yes increasing no 65 no no yes 2
Exeter Family Friendly Income Protection Online & little t atclaim 37440 5 no yes no yes 65 no no yes 4
Exeter Family Friendly Pure Protection Online & little t at claim 120,000 5 no yes no yes 65 no no yes 2
Forester Life Lifestyle Protection Options Little t at claim and inception ul 5) yes yes level yes 66 yes no no 9
Foresters Friendly Society Sickness Policy No teleunderwriting ns 20,800 0 no no no yes na no no no 8
Friends Life Individual Protection Income Protection - Fixed Term Big T teleunderwriting atinception 150,000 5 yes yes level yes 70 no no no 1
Friends Life Individual Protection Income Protection — Term to Retirement Big T teleunderwriting atinception 150,000 5 yes yes level yes 70 no no no 1
Holloway Friendly Classic Plan Big T teleinterviewing atclaim 36,400 10 no no increasing yes 60 no no yes 6
Holloway Friendly Classic Plus Plan Big T teleinterviewing at claim 26,000 10 no yes increasing yes 50 no no yes 6
Holloway Friendly Purely Income Protection Plan Big T teleinterviewing atclaim 26,000 10 no yes increasing no 50 no no yes 6
HSBC Life (UK) Ltd Business Protection Plan — Accident & Sickness Cover No teleunderwriting no financial underwriting 25,000 5 no yes level no 50 no no no 8
Legal & General Income Protection Benefit Big T teleunderwriting atclaim 200,000 5 yes yes level no 60 no no yes 1
Lv= Flexible Protection Plan Big T teleunderwriting at claim 150,000 5 yes yes level yes 55 no no yes 1
Lv= Flexible Protection Plan — Budget Big T teleunderwriting atclaim 150,000 5 yes yes level yes 55 no no yes 1
Lv= Mortgage & Lifestyle Protection Plan Big T teleunderwriting atclaim 50,000 5 yes yes level no 50 no yes yes 1
PruProtect Comprehensive Income Protection Cover Big T teleunderwriting at claim or inception 150,000 5 yes yes level/decreasing yes 60 no yes insufficient claims 1
PruProtect Primary Income Protection Cover Big T teleunderwriting at claim or inception 90,000 5 yes yes level/decreasing yes 50 no yes insufficient claims 1
Scottish Provident Self Assurance Term - Business Online & little t at claim and inception 126,000 5 yes yes level yes 50 no no yes 2
Scottish Provident Self Assurance Term - Personal Online & little t at claim and inception 126,000 5 yes yes level yes 50 no no yes 2
Scottish Provident Self Assurance Term — Mortgage Online & little t at claim and inception 126,000 5 yes yes level yes 50 no no yes 2
Scottish Widows Income Protection Online submission ns 120,000 5 no yes no yes 50 no no ns 4
Shepherds Friendly Society Income Protection Plan Big T teleunderwriting atclaim 42,000 5 no yes increasing no 60 no no ns 7
Unum Essential Ability Cover Big T teleunderwriting no financial underwriting 25,000 5 no yes no yes na no yes no 0
Unum Personal Income Replacement Plan Big T teleunderwriting at claim 250,000 5 yes yes level yes 50 no yes no 0
Unum Primary Income Replacement Plan Big T teleunderwriting atclaim 250,000 5 yes yes level yes 50 no yes no 0
Wiltshire Friendly Society Sickness Income Plus Big T teleinterviewing 42,250 0 no no increasing no 65 yes no yes 11
Zurich Assurance Ltd Essential Cover - Limited Benefit Term Online & little t atclaim 180,000 5 no yes no yes 60 yes no no 5
Zurich Assurance Ltd Premier Cover Online & little t at claim 120,000 5 no yes no yes 60 yes no no 5
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Source: independent financial research company Defaqto
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na — not applicable / ns — not stated / pa — per annum / ul — unlimited Please note this is not a definitive list and products and providers have been selected to give a broad overview of the market. Information based on original data kindly compiled and supplied by

Defaqto on 11/10/11 and reviewed on 08/11/11. Please be aware that product details change regularly and it is advisable to contact individual providers to confirm specific details.
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A DEPRESSED MORTGAGE MARKET MEANT THAT IFAS AND PROVIDERS FACED AN
UPHILL BATTLE IN 2011 TO OUTLINE THE VALUE OF CI TO CONSUMERS, WHILE PROVIDER

CONSOLIDATION ALSO REDUCED CHOICE. HOWEVER, EXCITING NEW PRODUCTS AND A

NEW APPROACH TO PAYOUTS MEAN THAT OPPORTUNITIES COULD EMERGE IN 2012

DAVID SAWERS

A flat mortgage market and a fragile economy
meant that the critical iliness (CI) insurance
sector began 2011 on the back foot - yet industry
sales statistics released during the year showed
that things might not have been as bad as some
observers might have suggested.

In fact, sales of Cl products actually rose in
2010, although by just 0.8%, while sales of term
assurance rose by 2.2%, according to Swiss Re's
Term & Health Watchreport.

There was gloomier news, though, when it came
to sales of standalone CI, which plummeted during
2010 by 42.2%. Concerns about the impact that
falling incomes may have on the market persisted
throughout 2011.

And while the IFA channel enjoyed a rise in its
share of the term assurance market, up 7.3% to
56.1% according to Swiss Re, advisers did not
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increase their sales of Cl as the tied channel
began to make inroads.

Traditional IFAs also saw a new breed of
competitor emerge, including the launch of an
online intermediary which promised to offer the
“fastest quotes in the market” The Life Dept,
which is essentially a price comparison site for
protection products, was launched in August by
two former executives of Moneysupermarket.
com and enables consumers to compare quotes
for life assurance, Cl and income protection from
Ageas Protect, Legal & General and PruProtect.
A*quote slider” comparison tool enables visitors
to the site to alter their quote by trying different
combinations of products and levels of cover.

IFAFRUSTRATIONS
The role of the IFA in the consumer space came

under further pressure as consolidation in the
provider market continued in 2011. Indeed, the
dominance of a small number of providers during
2010 was outlined by the Swiss Re report, with
the top five providers of term assurance (led by
Legal & General and Aviva) responsible for 68.1%
of total new sales in 2010, compared to 55.1% in
2009. A similar proportion (65.4%) of sales of
Cl products were made by five providers, led by
Lloyds Banking Group.

However, while IFAs did express frustration
that the consolidation of Friends Provident,
AXA UK Life and Bupa Health Assurance as
Friends Life in 2011 meant there are now
fewer providers to choose from, many broadly
welcomed the organisation’s new proposition.
In fact, some Health Insurance readers branded
the new “Friends Life Protect+" offering, which
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2012 = THE YEAR AHEAD...

ki We have seen positive
growth this year in the
mortgage market and the
outlook for 2012 looks like
being more of the same.
The number of mortgage
products available in the
market is increasing again after a period of
stagnation — maybe these are the first green
shoots of growth for both the mortgage and
protection markets. With IFAs already adapting to
market dynamics and diversifying into the family
protection separate from necessarily a mortgage
sale, hopefully this will continue.
Towards the end of 2012 we will see the
market reinventing itself as we get used to
what impact the gender directive will have on

incorporates life, income protection, Cl and
business protection, as “fantastic”, “exciting” and
“best of breed”.

2011 also saw a new Statement of Best
Practice for the Selling of Critical lliness from the
Association of British Insurers (ABI) which has
introduced a new set of standard definitions for
total permanent disability with more descriptive
headings which should make the cover clearer
and reduce the disproportionately high number of
declined claims for this condition. The statement
also saw a change in wording to the terminal
illness definition in the light of changing medical
science, and clarity improvements to the cancer
and Parkinson's disease definitions. Finally, the

statement also saw the standardisation of the pre-

existing conditions exclusion for children’s ClI.

Healthinsurance

protection. Will we see a rush of males buying
life cover before 21st December?

Going into 2013 with the Retail Distribution
Review in place, it will be interesting to see
whether IFAs will sell more protection to
supplement their income as some commentators
have suggested.In recent years we have seen
quite a bit of provider consolidation in the market.
Undoubtedly we could see more but in the current
climate is this really likely? 1"

hb The mortgage market
has traditionally been
the driver for new CI
business, but has been in
the doldrums since 2008.
There are more clouds on

The year also saw the so-called Cl “conditions
race” begin to slow down, as providers stopped
vying to offer as many ABI+ conditions on their
contracts as possible. Nonetheless, the number
of conditions on offer remains a key selling point
for many providers, including Ageas Protect
which in 2011 grew to have an IFA market share
of around 8%. Towards the end of the year it
launched a revamped Cl product which includes
what it described as “a market-leading” 15 ABI+
definitions, as well as a double child payment
where treatment is not available in the UK but is
overseas, supported by Best Doctors.

SEVERITY AND PARTIAL PAYMENTS
However, Ageas said that it was not planning to
follow a trend started by other providers which

KEY TRENDS

INDIVIDUAL CRITICAL ILLNESS

the horizon than shards of sunshine so | don’t
believe we can look to this sector to buoy sales
and interest. Rates must climb at some point
in the not too distant future and the lenders’
inflexible attitude to underwriting is restricting
any lending comeback. In short, it is likely

that over the next four years prices will fall

and this will depress the market and also the
protection market.

Consolidation in the sector is likely to
continue apace. The regulatory requirements
and the low profit margins point towards firms
either pulling out of the market or combining
with competitors into a larger and better
capitalised organisation. This is not welcome
as it restricts choice and, in the eyes of the
consumer, reduces the incentive to seek
advice. The aggregators and bucket shops will
increase their share of the market as will
the bancassurers who are able to prey on
their client bank and sell mediocre and
expensive products. "

have begun to offer customers so-called “partial
payments”. Throughout 2011, a number of life
offices began offering this as an additional benefit,
separate to the main policy, which means that

Cl cover will continue to be in place, should the

customer need to make a further claimin the
future. Neither would it be following the so-
called “severity-based” model pioneered by
PruProtect which pays out an increasing amount
depending on how serious the condition has
become at point of claim.

PruProtect itself, meanwhile, spent 2011 rolling
out a number of new initiatives, including new
Vitality benefits, and a number of new products
including cover for school and tuition fees and
whole of life cover. It has pledged to come up with
more innovation in 2012. &1
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AEGON Business Protection menu Little t no 3,000,000 level yes 23 13 no 0 yes yes yes
AEGON Personal Protection menu Online & little t no 3,000,000 level yes 23 13 no 0 yes yes yes
Ageas Protect Low Start Plan life cover inc Online & little t yes ul increasing no 23 16 yes 1 yes yes insufficient claims
Ageas Protect YourLife Plan menu Online & little t yes ul level no 23 16 yes 1 yes yes insufficient claims
BHSF Plan4Life Clonly No teleunderwriting no 25,000 no yes 2 1 no 0 na na ns
Bright Grey Business Protection Menu menu Big T teleunderwriting no 1,000,000 no yes 22 16 yes 8 yes yes yes
Bright Grey Personal Protection Menu menu Big T teleunderwriting no 1,000,000 no yes 22 16 yes 3 yes yes yes
Chartis Direct CancerCare Plan Clonly No teleunderwriting na 100,000 no yes 1 0 no 0 na na ns
Chartis Direct WellWoman Plan Clonly No teleunderwriting na 50,000 no yes 1 0 no 0 na na ns
Forester Life Lifestyle Protection Options menu Little t no ul no yes 22 0 no 0 no yes no
Friends Life Individual Protection Critical lllness Cover menu Big T teleinterviewing yes 3,000,000 level yes 22 18 yes 4 yes yes yes
HSBC Life (UK) Ltd Business Protection Plan life cover option Little t no ul level no 5 0 no 0 na na yes
HSBC Life (UK) Ltd TraumaChoice Level & Decreasing life cover option Little t no 1,000,000 level no 5 0 no 0 na na yes
Legal & General Multi Protection menu Big T teleunderwriting yes 3,000,000 level yes 23 13 yes 2 yes yes yes
Lv= Flexible Protection Plan menu Big T teleunderwriting yes 3,000,000 level yes 23 15 no 0 yes no yes
Nationwide Building Society MultiProtection menu Big T teleunderwriting yes 3,000,000 level yes 23 13 yes 2 yes yes yes
NFU Mutual Critical lliness Policy Clonly Big T teleunderwriting no 500,000 level no 23 0 no 0 no yes ns
PruProtect PruProtect menu Online & little t yes 1,000,000 level/decreasing yes 22 20 yes 120 yes yes insufficient claims
PruProtect PruProtect Essentials Plan menu Online & little t yes 1,000,000 level yes 22 20 yes 120 yes yes insufficient claims
Scottish Provident Self Assurance Term - Business menu Online & little t no 3,000,000 level yes 23 16 yes 3 yes yes yes
Scottish Provident Self Assurance Term — Mortgage menu Online & little t no 3,000,000 level yes 23 16 yes 3 yes yes yes
Scottish Provident Self Assurance Term - Personal menu Online & little t no 3,000,000 level yes 23 16 yes 3 yes yes yes
Skipton Building Society Family Protection Plan life cover inc Big T teleunderwriting yes 3,000,000 level yes 23 13 yes 2 yes yes yes
Tesco Bank Tesco Critical lliness Cover Clonly Online submission no 1,000,000 no yes 22 12 no 0 yes no yes
The Co—operative Insurance Critical lliness Cover Clonly No teleunderwriting no ul no yes 21 1 no 0 no yes ns
Zurich Assurance Ltd Decreasing Mortgage Cover Plan — Reviewable menu Online & little t no 7,000,000 no yes 23 14 no 2 yes yes yes
Zurich Assurance Ltd Level Protection Plan - Reviewable menu Online & little t no 7,000,000 no yes 23 14 no 2 yes yes yes

ABI — Association of British Insurers / ADLs — Activities of daily living /7 inc — included /

na— not applicable / ns — not stated / TPD — total and permanent disability / ul — unlimited
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Please note this is not a definitive list and products and providers have been selected to give a broad overview of the market. Information based on original data kindly compiled and supplied by
Defaqto on 11/10/11 and reviewed on 08/11/11. Please be aware that product details change regularly and it is advisable to contact individual providers to confirm specific details.
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