
  
Association of Financial Advisers Ltd  

ACN: 008 619 921   
ABN: 29 008 619 921  

PO Box Q279  
Queen Victoria Building NSW 1230  

T 02 9267 4003 F 02 9267 5003  
Member Freecall: 1800 656 009  

www.afa.asn.au 

 
 

 

 

 

 

 

 
Ms Sally Loane 
Chief Executive Officer 
Financial Services Council 
Level 24, 44 Market Street 
Sydney NSW 2000 
 
By email: policy@fsc.org.au   

 

11 January 2019   

 

Dear Ms Loane,  

AFA Submission – Life Insurance Code of Practice 2.0 

 
The Association of Financial Advisers Limited (AFA) has served the financial advice industry for over 70 years.  
Our objective is to achieve Great Advice for More Australians and we do this through:   

• advocating for appropriate policy settings for financial advice   

• enforcing a Code of Ethical Conduct   

• investing in consumer-based research   

• developing professional development pathways for financial advisers   

• connecting key stakeholders within the financial advice community   

• educating consumers around the importance of financial advice   

The Board of the AFA is elected by the Membership and all Directors are currently practising financial advisers.  
This ensures that the policy positions taken by the AFA are framed with practical, workable outcomes in mind, 
but are also aligned to achieving our vision of having the quality of relationships shared between advisers and 
their clients understood and valued throughout society.  This will play a vital role in helping Australians reach 
their potential through building, managing and protecting wealth.   

 

Introduction 

The AFA actively participated in the consultation process as part of the development of the first version of the 

FSC Life Insurance Code of Practice.  We are happy to contribute once again, noting that this is a major update 

to the first version, particularly in the context of the incorporation of the Insurance in Super Voluntary Code of 

Practice.  We have also previously provided feedback on the Insurance in Super Voluntary Code of Practice.  

We therefore do not intend to provide detailed feedback on Chapter Two, other than with respect to the 

changes that the FSC has added.  Neither do we intend to address issues other than the areas that have been 

changed in Chapters One and Three. 

We note that the numbering of the sections and the numbering of the chapters is not intuitive.  It should be 
apparent from the section number, which chapter it relates to. 

We have set out our feedback below in the same order as the structure of the draft Code. 
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Introduction - What is the Life Insurance Code of Practice? 

This section refers to the Life Code Compliance Committee (Life CCC) being an independent body.  We believe 
that it is important to explain what is meant in this case, in relation to being an independent body.  We might 
ask, independent of whom and what does this mean to the average Australian? 

 

Section 2.  Scope of Chapter 1 of the Code 

This section does not acknowledge that there is an existing FSC Life Insurance Code of Practice which will 
already be in practice for many industry participants.  We believe that it is necessary to provide a clearer 
explanation of what will apply to clients who may already be covered by Version 1 or who might have certain 
elements covered by Version 1 and other elements covered by Version 2.  In our view, paragraph 2.6 does not 
adequately explain the existence of the earlier version along with these transition arrangements and the 
implications for clients. 

We note the exclusion addressed in paragraph 2.18 to clients who commence proceedings in any court or 
tribunal.  We question whether the Code will still apply to clients who have multiple policies and commence 
proceedings with respect to one policy.  Will the Code apply with respect to the policies other than the one(s) 
that is/are the subject of the proceedings?  This point of clarity is also particularly relevant given that ‘you’ can 
refer to the Applicant, Policy-owner, Life Insured, Third Party Beneficiary or Representative.  This could 
potentially exclude parties who are not party to the proceedings.  We believe that more clarity is required. 

 

Section 3.  Policy Design and Disclosure 

With respect to Example 1, we would suggest that reference to ‘longer term’ in the first paragraph requires 
greater clarification.  What does longer term mean?  In addition, with respect to this example, we do not 
believe that the statement ’Level premiums are based on your age when your cover starts’ is sufficiently clear 
in explaining how they are determined.  In reality, level premiums (just like stepped premiums) are based 
upon a combination of factors, including the client’s age when the cover starts.  The pricing needs to take into 
account the risks across the expected timeframe under which the policy is held.  We also have concerns that 
this example fails to state that premium levels are not guaranteed and that they can increase at any time 
based upon the insurer’s experience. 

The AFA has serious concerns about the value of funeral insurance relative to other life insurance products 
and therefore supports the measures to better target this product, including the minimum age provision.  
Funeral Insurance is not a product that our members advise on and we therefore do not focus on this 
product.  On this basis, we do not believe that it is appropriate for us to comment further. 

 

Section 4.  Sales Practices and Advertising 

Paragraph 4.2 refers to ‘our Authorised Representatives’, however Authorised Representatives are not 
defined until Paragraph 27 on page 65.  We are concerned by the potential lack of clarity with this reference 
in Paragraph 4.2, as the term Authorised Representative is more typically used to refer to financial advisers, 
and there are a large number of Authorised Representatives who have been appointed by an entity 
associated with a life insurer.  Paragraph 4.2 also refers to training being ‘customer centric’, without 
explaining what ‘customer centric’ might mean. 

Paragraph 4.2A states that sales staff remuneration will be ‘consistent with good customer outcomes’.  We 
believe that this requires greater clarification.  We also question what is meant by ‘inappropriate use of 
deferred premiums or cooling off periods’? 

Paragraph 4.2B refers to ‘distributors’, without explaining or defining the term ‘distributors’.  This could be 
interpreted to mean financial advisers and we therefore suggest that this needs to be both more clearly 
defined and also more clearly explained in terms of what might be required of ‘distributors’.  We are 
supportive of this requirement where it applies to an appointed call centre operating on behalf of an insurer.  



AFA Submission on the FSC Life Insurance Code of Practice 2.0 

3 
 

We do not believe that this should apply to financial advisers providing personal advice, who have an 
extensive range of obligations, including the Best Interests Duty. 

The AFA has previously publicly expressed concerns about the appropriateness of selling life insurance 
through a Direct channel, particularly given the complexity of the product and the importance of clients 
understanding what they need and what is available in the marketplace.  One of the areas where we have the 
greatest concern is with respect to how Direct clients might decide the level of cover that they require.  We 
note that Paragraph 4.3A(c) refers to helping clients to reach their own conclusion about how much cover 
they want.  The question will always come down to whether this can be done via the pathway of general 
advice or whether it requires personal advice.  In our view, Paragraph 4.3A(c) sounds very much like providing 
personal advice, but dressing it up as general advice.  How do you help someone to work out how much 
insurance they need, without understanding something about their personal circumstances?  We also would 
challenge the reference in paragraph 4.3A(c) to the word ‘want’ rather than ‘need’.  Surely ‘need’ is the 
starting point?  We question how you can help a client to decide their insurance needs without providing 
advice?  In terms of Example 6, we do not see much evidence of helping clients, and would suggest that how 
much you can afford is not the most appropriate method.  This could lead people to having much more 
insurance cover than they need, or to simply disregard how much they need.  We believe that this area is 
highly problematic. 

With respect to Direct sales by outbound calls, we would support steps to ban this sales method.  Life 
insurance is not a product that is suited to an outbound sales approach.  We believe that the hearings at the 
Royal Commission made this quite apparent. 

In terms of paragraph 4.3A(g), in our view, where the client states that they want time to think about the 
policy or whether it is suitable for them, then it is inappropriate to take their payment details.  This might be 
the intent of this section, however it is a complex sentence and it could be interpreted that this is saying that 
where they have asked for time to think about it, that you should do two things, being firstly not sell the 
policy and secondly, take their payment details and offer to arrange a future call or meeting.  The other way 
to read this sentience is to do two things, being firstly not to sell the policy or take their payment details and 
secondly to offer to arrange a future call or meeting.  The difference is an important one and this should 
therefore be reworded to better reflect the intended meaning. 

 

Section 8.  When You Make a Claim 

Paragraph 8.5A discusses ‘reasonable grounds’ for investigating information provided with respect to 
conditions unrelated to the claim.  We believe that where it is unrelated to the claim, then what constitutes 
‘reasonable grounds’ needs to be explained.  In the absence of this, we do not believe that this position 
changes anything.  We would also suggest that this is an ideal case for an example and would recommend an 
example be included on what might constitute ‘reasonable grounds’. 

Paragraph 8.8A, which is a large section of the Code, closely replicates Paragraph 5.20.  We therefore 
question the value of repeating it in the full format. 

 

Specific Feedback.  Mental Health 

The AFA is broadly supportive of the proposals with respect to the treatment of clients with a mental health 
condition.  We are supportive of changes that ensure that people in this position are treated fairly and with 
respect.  We also recognise that mental health conditions are a big driver of claims and therefore it is 
necessary to have a sensible balance in terms of the treatment of people with mental health conditions 
versus the impact that this might have on the cost of life insurance for other clients.  In our view, this draft 
Code has the balance right, although this is something that needs to be closely monitored over time. 
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Chapter 2.  Insurance in Superannuation 

The AFA does not support all the measures included in the Insurance in Super Code of Practice, particularly 
with respect to the requirements for trustees to turn off insurance for certain groups (i.e. inactive accounts).  
Nonetheless, where a Code has been developed by the industry, then we think it should be applied 
consistently.  We therefore support the Code being mandatory for all Superannuation funds and agree with 
the mechanism that has been proposed in paragraph 12.1. 

We do not believe that Paragraph 12.5 adequately addresses the situation where the super fund has already 
signed up to the Insurance in Super Code and that this paragraph implies that the Code will only apply 
prospectively.  The existing Code started on 1 July 2018 with compliance required by 1 July 2021 at the latest.  
Thus, the end date of 1 July 2021 has not changed, however a number of funds may already be operating 
under the existing Code and this needs to be addressed. 

In terms of Paragraph 13.9, we would favour Option 2, which is less definitive in the reference to the 
insurance cap of 1% of salary, which we consider to be arbitrary, difficult to calculate and also fails to take 
into account the extent of risk that might apply to different industries and occupations. 

In terms of communicating with members about the potential to cancel automatic insurance cover, we make 
one very important recommendation.  Any notice to the employee, should also be provided to the employer 
(for an employer plan) and the financial adviser, where a financial adviser has been nominated.  There is 
always a material risk that the communication will not get to the member, or they will not read it.  The 
financial adviser is likely to be more reliable in reviewing the communication and may be more aware of the 
reason to retain that cover.  It would be beneficial for the financial adviser to receive notification in order to 
ensure that the client is made aware and is comfortable to cancel the insurance. 

 

Chapter 3.  Code Governance, Sanctions and Definitions 

In our view, the definition of Authorised Representative in paragraph 27 may not be clear to end consumers.  
In particular, the sentence, ’It does not include a person, company or entity that is an authorised 
representative of an Australian Financial Services licensee that is a related company to us’ may be clear to 
some people who work in the financial services industry, however, it relies upon industry terms and concepts 
that may not be familiar for average Australians. 

The definition for Life CCC refers to section 12, however we suspect that this has not been updated. 

 

Appendix 4.  Moratorium on Genetic Tests in Life Insurance 

The AFA is supportive of what has been proposed with respect to the Moratorium. 

 

Closing Remarks 

The AFA appreciates the opportunity to provide feedback on the draft version of the updated FSC Life Insurance 
Code of Practice.  We support the intent of this update to the Code. 

If you require clarification of anything in this submission, please contact us on 02 9267 4003.  

Yours sincerely,    

 
Philip Kewin 
Chief Executive Officer   
Association of Financial Advisers Ltd 


