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CREDIT LIFE INSURANCE– GUIDELINES
1. Background

Credit Life insurance offers the buyer of the insurance product a quick and easy way of securing debt at an affordable price, given the level of cover and the need for hassle free underwriting. This document provides ASISA’s guidelines for Credit Life, aimed at ensuring that clients are well informed of what they have purchased and that confusion is removed at claims stage.  The definition of credit life insurance for the purposes of these guidelines is the same as the definition in the National Credit Act, which is:

‘credit life insurance’ includes cover payable in the event of a consumer’s death, disability, terminal illness, unemployment, or other insurable risk that is likely to impair the consumer’s ability to earn an income or meet the obligations under a credit agreement.

The document addresses the issues of awareness of cover, underwriting and required notification periods, and is effective from 1 March 2011 for all members.
 

2. Promoting awareness of cover

It is recognised that product awareness with the owners’ credit life policies is critical and regular awareness based communication (at least annually) should therefore take place. Communication (via either telephone, post, or e-mail) could originate from the insurance company or credit provider.  This communication should include:

· The benefits of the policy which has been purchased.

· The process and contact details pertaining to the claiming under the benefits and the details which next of kin should be made aware of.

A process for the pro-active monitoring of potential claims by considering the status of the underlying loan is recommended e.g. arrear payments should trigger potential claims where appropriate. 

3. Underwriting

Underwriting for credit life could occur either at the point of sale or at claims stage.

3.1 Point of sale underwriting
Where a credit life policy is underwritten at point of sale, the insurer may apply full pre-existing condition clauses to the policy.  

Credit Life policies are underwritten at point of sale stage when:

· The insurer asks specific health related questions at application stage, where the policyholder is required to declare specific health conditions prior to the inception of the policy.

· The insurer is then able to underwrite the risk at his discretion at application, e.g. by adjusting premium, excluding the specific condition, or declining cover altogether. The policyholder must be informed of the underwriting applied.

· At claims stage, the insurer applies normal claim assessment procedures to determine the validity of the claim, based on inter alia the disclosures made at application and the underwriting applied.
3.2 Claims underwriting

In order to provide a quick and accessible product, credit life insurance is often not underwritten at point of sale and the client only needs to provide a health declaration. The insurer determines whether there is a valid claim in terms of the policyholder’s health at claim stage only. In these cases the following should be applied:

Pre-existing conditions should be limited to conditions which were treated in the 24 months preceding policy inception, and these conditions are only excluded i.e. not covered during the first 24 months after policy inception for motor and mortgage cover and 12 months preceding and post policy inception for other types of credit life insurance. 

 


The content of the health declaration pertaining to pre-existing conditions should be defined into more specific disease related questions as set out below - thereby removing potential misunderstandings at point of sale or during a call centre sales process. 

For life cover, disability and critical illness cover:

 

Please indicate if you have been treated in any way for any of the following during the past 12 (or 24) months:
· Any form of heart disease or heart attack, high blood pressure or high cholesterol
· Any form of cancer 
· Any form of stroke
· Any form of kidney disease
· Any form of depression, epilepsy or fit
· Any form of pneumonia, asthma, tuberculosis or lung ailment 
· Any form of disability 
· Any form of diabetes 
· Any form of Asthma

Are you currently using any form of chronic medication (continuous use for at least 6 months)? 
Have you undergone any special investigations like a scan or X-ray that was reported abnormal and warranted medical treatment? 

Additional pre-existing condition question for disability cover:

Have you been treated in any way during the past 12 (or 24) months for any form of back–ailment, hip, knee or shoulder problems? 
If the above questions could not be answered in the negative, and a claim due to that medical condition is made in the first 12 (or 24) months, it will not be paid.           

 Policy conditions
 

The late notification period should be extended from 90 days to 180 days. This clause pertains to the notification period by the customer - it does not govern the notification by the finance institution to the insurance company.
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