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Senate Standing Committees on Economics 
PO Box 6100 
Parliament House 
Canberra ACT 2600 
 

By email: economics.sen@aph.gov.au    

 

Dear Dr Dermody, 

AFA Submission – Senate Economics References Committee on the Scrutiny of 

Financial Advice Inquiry 

The Association of Financial Advisers Limited (“AFA”) has served the financial advice 

industry for 69 years.  Our aim 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 conduct 

 investing in consumer-focused research 

 providing professional development pathways for financial advisers 

 providing the professional certification of the Fellow Chartered Financial 

Practitioner (FChFP) designation 

 connecting key stakeholders within the financial advice community 

 educating consumers on the importance of financial advice  

The Board of the AFA is elected by the Membership and all Directors are required to be 

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 

Association of Financial Advisers Ltd  
ACN: 008 619 921   
ABN: 29 008 921  

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 

 

 

mailto:economics.sen@aph.gov.au


2 

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.  

We welcome the opportunity to provide further comments to the Senate Economics 

References Committee Inquiry on the Scrutiny of Financial Advice.   

The AFA is committed to achieving a strong, trusted retail life insurance sector in 

Australia and our willingness to be engaged in developing the framework for the future 

of life insurance has been demonstrated through both the Life Insurance and Advice 

Working Group that we convened together with the Financial Services Council (FSC), 

and the subsequent roundtable negotiations with the Assistant Treasurer, FSC and 

Financial Planning Association (FPA).   

This work contributed consensus amendments included in the Corporations Amendment 

(Life Insurance Remuneration Arrangements) Bill 2015 (the LIF Bill), ASIC Class Order 

terms and consultation input for the 2018 review of the reforms, as well as scrutiny of 

the draft Regulations the LIF Bill.  We have actively engaged in each consultation around 

this structure because Life Insurance provides an irreplaceable benefit at times of 

significant personal illness, injury or death – and that is the benefit of dignity attained 

through financial security.  

The measures introduced to date mostly impact remuneration structures paid to 

advisers and we have provided an assessment of these measures below.  In any 

assessment or reform of a complex system, such as financial services, the approach 

needs to be holistic.  Should a holistic approach not be adopted, the risk is that 

unintended consequences will arise as a response to discrete modification of a complex 

system.  Accordingly, aspects of the life insurance industry beyond remuneration 

frameworks for advisers need to change if the broader industry is to demonstrably 

improve consumer outcomes.   

The AFA accordingly submits that the Senate Committee’s consideration of the life 

insurance industry should include recommendations to achieve:  

 An appropriately resourced regulator with the regulatory tools required to 

fulfil its mandate to promote confident and informed participation by consumers 

in the financial system and to enforce and give effect to the law.  It makes a great 
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deal of sense to provide ASIC with the funding to more effectively monitor and 

police an already comprehensive regulatory regime; 

 A comprehensive Life Insurance Code of Practice that will prescribe how 

insurers engage with consumers, advisers and other intermediaries and sets 

standards of ethical practice around claims, underwriting, surveillance and 

training; 

 Better understanding amongst insurers’ staff about an adviser’s Best Interest 

Duty, prohibitions on offering incentives to advisers and remuneration 

structures within insurers that avoid encouraging sales behaviours that may 

conflict with honouring the Best Interests Duty; 

 Better engagement amongst insurers, associations and the regulator to deliver 

solutions that create better outcomes for consumers such as simpler and more 

effective disclosure documents and standards for managing ongoing 

professional development including in the area of ethics; 

 Product innovation from competitively-minded insurers to adapt to changing 

consumer and intermediaries needs ;  

 Consideration from government on incentivising insurance industry data and 

technology efficiencies that can lower the cost base of the industry leading to 

more affordable insurance products, a higher voluntary take-up of insurance by 

Australians and thus ultimately reducing public reliance on the social security 

system caused by short and long term disability or the death of the family bread-

winner; and 

 Consideration from government on the incentives provided to encourage 

Australians to seek and implement appropriate personal life insurance advice. 

Key recommendations 

1. As recommended by the Financial System Inquiry (FSI), ASIC be provided the 

funding and regulatory tools to deliver effectively on its mandate. In particular, 

the AFA recommends ASIC be immediately resourced to: 

a. Conduct a wider-reaching, representative review of life insurance 

advice and outcomes. This review should include Group, Direct and 

Retail life insurance and consider the appropriateness and the relative 

effectiveness of each channel (general, personal and nil advice models) 

in providing consumers with appropriate outcomes in the event of a 

claim; 
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b. Commence the Statements of Advice project for Life Insurance Advice 

without delay. 

2. ASIC’s ability to change future commission or clawback structures be 

conditional on: 

a. Genuine stakeholder consultation; 

b. Wide-reaching representative and granular data; 

c. Ministerial approval of any material changes; 

d. Excluding any client fee-for-service arrangements – including fees 

collected with premiums and remitted to the adviser via their licensee; 

and 

e. Express exclusion from having any powers to cap the rate of level 

commissions so the market competition will continue to be encouraged; 

3. The Financial Services Council be required to undertake further consultation 

on its Life Insurance Code of Practice such that the code improves the culture 

within insurers and re-insurers, and achieves fairness and equity in 

relationships with intermediaries such as financial advisers and also policy 

holders of life insurance; 

4. Research to be undertaken by Treasury – with regard to previous analysis 

conducted – to examine and understand: 

a. The impact to consumers on access to and the affordability of personal 

financial advice on life insurance products and claims following 

implementation of  the LIF Bill; 

b. The impact of underinsurance on social security and public health costs 

to government;  

c. The overall benefit and well-being to the community of appropriate 

insurance coverage; and 

d. The likely impact of upfront financial advice fees being made tax 

deductible to improve the access to and affordability of personal life 

insurance advice. 

5. Encourage an industry-wide plan to make appropriate insurance coverage 

more affordable for more Australians and improve efficiencies in the system.  
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We have outlined a further eight measures that can be taken to become more 

holistic in the approach to reform; 

6. Imperative for insurers to improve claims management, including:  

a. embedding claims assessors within superannuation trustees to improve 

consumer accessibility to the decision-makers where group insurance 

exists; 

b. modernising the claims assessment process; and 

c. an industry-wide independent tribunal to review complex claims 

decisions – unhindered by FOS-like restrictions on jurisdiction. 

Policy cancellation reasons to be better understood 

The AFA doesn’t support advisers who ‘churn’ (i.e. inappropriately replace) consumers 

life insurance products.   

Churn activity needs to be clearly separated from replacement advice that offers an 

increased benefit to the client by way of savings or better cover.  No study or results 

have been conducted to determine the amount of replacement business that is not to the 

client’s benefit thus there is no identified quantum of churn to date.  There are many 

reasons why policies are cancelled or replaced.  Some are due to the terms of the 

insurance contract structure, such as product upgrades and cancellations resulting from 

claims or age-expiry.  Some are due to consumers’ financial circumstances or health 

subsequently worsening, their health improving, or their independent choices.  There 

are many other reasons for why life insurance policies are cancelled that are beyond an 

adviser’s control or input. 

Advised consumers better served than Direct insurance consumers  

Many advisers felt that ASIC Report 413 was not a representative sample for all life 

insurance advice across the industry.  To evidence facts around better consumer 

experiences of advised clients relative to directly insured consumers, the Financial 

Ombudsman Services’ 2015 annual report reports that the median rate of disputes for 

any insurer is about 3 per 100,000 insured.  However, of this very small number 68% of 

disputes about income stream products and 69% of disputes about non-income stream 

products are sold directly by insurers, whereas the same figures for policies advised 

upon were 7% and 14%, respectively.  It would accordingly appear that disputes are 
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four to five times more likely for policies sold directly by insurers (or through non-

advice channels) than for the same policies advised upon.  

2018 to be a milestone marker not a final assessment 

Overall we note that the 2018 review of LIF reforms be done as a milestone marker, 

rather than a final report, given the full period of reforms will not have been fully in 

place by that time. Also that the industry collects and provides appropriate and granular 

lapse reporting data to evidence strong integrity and transparency of data, upon which 

analysis will be performed.  We understand that this review is envisaged to be a wide-

reaching and representative review into life insurance policies, including seeking 

granular data from insurers to help identify policy cancellations and replacements and 

understand the reasons for those changes.  We encourage that this review go further 

and include Group and Direct insurance where no advice, general advice or personal 

advice are provided.  

With respect to retail life insurance the AFA suggests that due to the timing and 

transitional staging of the reforms, there will be insufficient information by 2018 to 

undertake a full analysis of the effects of the reforms.  We recommend that the 2018 

report to government be considered a milestone report – indicating the position and 

trends up to that point in time.  For example, the effect of the two-year clawback on 

clients, advisers and insurers would not yet be measureable as 30 June 2018 will only be 

the beginning of the second anniversary of policies written on the two-year lapse 

framework that commences on 1 July 2016.  The AFA has committed to work with all 

stakeholders up to and beyond the 2018 report to ensure that life insurance advice is 

well regarded and trusted in Australia. 

Granular data on cancellations and reasons to be provided by insurers 

The current Class Order proposal appears to rely upon bulk data to be provided by 

insurers with little meaningful links between the information to allow for analysis of 

alleged churning.  The AFA considers that data should be collected to adequately 

identify reasons for policy expiry, and whether replacement advice or premium default 

existed prior to policy expiry.  Further, where an adviser is identified as having 

exceptionally high lapse rates through the data reported to ASIC, professional 

associations and the adviser’s licensee should be notified for further investigation. 
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Lapse analysis to separate out Best Interest Duty replacements  

With respect to advised insurance, the focus of the ASIC review ought to be on 

replacement product advice that fails the Best Interest Duty – not just on broad policy 

cancellation data.   

Funding for ASIC supported 

Without additional or special funding to conduct the review, ASIC would be likely be 

restricted to collecting bulk data on policies from insurers.  We support better funding 

and resourcing for ASIC to collect and analyse policy data from insurers and that this not 

rely solely on the quality of information provided by FSC and insurers.   

Insurance company cultures 

The AFA also considers that the government review should include within its scope the 

effect of the Life Insurance Remuneration Arrangements Bill on the culture of life insurers 

relative to their interaction with financial advisers. 

The financial flows around life insurance are complex and need macro-certainty 

Life insurance is something the majority know they should have but as it isn’t designed 

to deliver immediate tangible benefits – and when consumers buy it, they are actually 

hoping not to ever have to draw on it at all – it is often a reluctant and grudging 

purchase that isn’t high on a person’s list of priorities.  It is important therefore that the 

client experience of paying for life insurance and any related advice should be easy 

rather than having another reason to not address life insurance needs. Policy holders 

should have flexibility to pay fees through the same means as the premium for the 

product – as there may be tax implications – and the remuneration framework should 

not impede or penalise payment flexibility options. 

Incentives exist within the industry to influence the distribution of life insurance 

policies.  This is a legacy of how financial services and insurance services developed 

over the past half century.  They also exist within the other insurance sectors as well.  

There is a reason for this.  The FSI and successive governments have acknowledged that 

commissions continue to have a role in life insurance because they reflect the grudge-

purchase characterisation often given to life insurance.   
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Reducing upfront commissions will reduce the potential for conflicts of interest but 

unless insurers reduce premiums reflecting the expected lower lapse rates, the 

consequence will be that consumers will ultimately pay more.  As more fee 

arrangements agreed between the client and adviser will result, we expect advice 

practices will review their client bases and business needs to scope their services 

appropriately and transition their businesses.  Insurers can support this transition and 

strengthen their future position by being competitive in their innovation of products 

and bring efficiencies and improved user-experience in order to accommodate the needs 

of consumers and financial advisers. 

Future agility and flexibility from the industry and the regulator are incredibly 

important.  But just as important is certainty, which promotes investment and stability.  

Granting ASIC the power in future to unilaterally determine the quantum of 

commissions passes the flexibility test but it does not pass the stability concern.  The LIF 

negotiation agreed a cap on future commissions and market participants need certainty 

that these terms can not be changed lightly. 

The AFA recommends the following conditions be attached to ASIC’s use of that power: 

a. ASIC must undertake stakeholder consultation before making any changes to 

remuneration arrangements (commission caps or Clawback Requirements). This 

needs to be supported by representative data collection that has broad support 

from each stakeholder to the outcome; 

b. The commission ratio must expressly exclude any client fee-for-service 

arrangements – including where those fees are collected together with the 

premiums for the insurance by the insurer and remitted to the adviser via their 

AFSL; 

c. ASIC to be expressly excluded from having any powers to cap the rate of level 

commissions – so that market competition will continue to be encouraged. 

The role that commissions play in the future needs to be certain in the medium-term to 

mitigate the risk of Australia’s under-insurance problem increasing, maintain 

affordability of cover and encourage product and payment innovation that keeps pace 

with consumer needs.  While the system needs to incorporate flexibility, this must be 

balanced, reasonable and have appropriate oversight.   



9 

Clawbacks to be fair and reasonable  

ASIC is also empowered through the current legislation to change future arrangements 

around commissions being repaid to insurers – otherwise known as clawbacks.  

Clawbacks significantly shift commercial risk from the insurer to the adviser in a way 

that causes a potential conflict of interest between the adviser and their duty to their 

client.  This arises because an adviser that recognises their client will benefit materially 

by changing their insurance may suffer a clawback by switching that client. 

A further issue to monitor is the poaching of clients by one adviser from another that 

leads to the new adviser replacing insurance and being paid whilst the former adviser 

becomes subject to a clawback arrangement. 

Care needs to be taken to ensure that a system of returning commission payments to 

insurers is appropriate and reasonable in each circumstance and that the potential 

conflict does not lead to unintended consequences to the detriment of consumers. 

The AFA recommends that ASIC’s power to make future changes to clawback be 

conditional on the same terms as we have recommended above in relation to 

commission changes. 

Life Insurance Code of Practice 

The AFA fully supports life insurers adopting a Code of Practice that goes above and 

beyond the law to address ethical decision making and appropriate service standards. 

Further, we believe an appropriate code addresses not only the insurer-consumer 

relationship, but it also needs to address the insurer-adviser and insurer-trustee 

relationships.  

Considerations for an appropriate code include guidance for insurance staff that 

improves the culture within insurers, engages with distributors on a fair and reasonable 

basis and treats policy holders fairly.  The AFA recommends that:  

a. Financial advice be given prominence within the Code to drive a culture of 

ensuring consumers receive appropriate cover; 

b. Capturing commitments of the industry to advisers, beyond acknowledgement 

of the important role of advisers.  This is critical to the fabric of all the reforms 

underway, and linked to the issues reported on in previous recent reviews; 
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c. Marketing and sales activities of insurers that are likely to interfere with the 

quality of advice are to be banned; 

d. A commitment to training of Life Insurer staff to understand the adviser’s Best 

Interest Duty and to cease offering incentives in a form that may conflict with an 

adviser’s obligations; 

e. A commitment that life insurers staff and executives are subject to remuneration 

structures that incentivise retention and fair treatment of existing clients 

appropriately weighted against attracting new business; 

f. Life Insurers to cease offering preferential take over terms or underwriting 

arrangements which encourage advisers to transfer multiple clients from one 

insurer to another; 

g. Surveillance of policy holders to be standardised according to community 

expectations of privacy; 

h. Life insurers to commit to auto-upgrade existing policies when revising features 

rather than incorporate those revised features within a new product, thereby 

facilitating product choices for advisers to act in the client’s best interests and 

reducing the level of unnecessary policy cancellations; 

i. For direct and group insurance business models, before a customer can replace 

their policies, life insurers to provide the customer with a factual comparison 

(similar to adviser obligations under section 947D of the Corporations Act) to 

assist the customer to make an informed decision;  

j. A commitment to underwrite all insurance products at the time of application 

instead of at the time of claim.  This is critical to ensuring the integrity of the 

system that consumers rely upon in their times of need and has downstream 

implications for government social support and health systems.  

One key area that requires addressing in the Code is where marketing and sales 

activities of insurers are likely to interfere with the quality of advice provided to 

consumers.  The following inappropriate incentives that may conflict with the Best 

Interest Duty obligations should be specifically banned:  

a. offering or otherwise agreeing to preferential arrangements for:  

- use of in-house product,  

- to attract product loyalty, or 

- to reward or mandate threshold based volumes/quota from either 

individual advisers or licensees. 



11 

b. offering or otherwise agreeing to excessive payments related to education and 

training.  Genuine education and training can and should be provided but 

excessive payments to licensees and advisers to undertake that education and 

training affect integrity.  

Another key area that the Code plays an important role in is encouraging industry best 

practice amongst insurers and superannuation trustees on claims management and 

provides consumers with better access to claims assessors.  A real and practical example 

of how this can be done is where AIA recently embedded a claims assessor within the 

Sunsuper offices to better facilitate claims lodged on Sunsuper member’s policies.  Other 

areas of practical improvement that the AFA supports include modernising processes 

around claims management, and underwriting at the time of application to reduce 

delays at claim time.   

The AFA would also support an independent industry-wide tribunal to review complex 

claims decisions (unhindered by FOS-like restrictions to jurisdiction) and help the 

insurers to achieve a more transparent and cost-effective solution to the challenge of 

complex insurance claims.  Recent media reports about claims issues in the industry 

highlight the importance of ethical, consumer-oriented practices during the time that 

policyholders are at their most vulnerable.  The AFA considers the above measure a step 

in that direction. 

Understanding the widely felt effects of life insurance regulation and reform   

The Regulatory Impact Statement in the LIF Bill was drawn from previous enquiries 

(ASIC Report 413, Trowbridge and FSI) where assessments were not made with regard 

to the consumer costs nor the benefits of the recommendations.  Like most financial 

services systems, the life insurance system is complex, involving a diverse mix of 

participants and encompassing many horizontal and vertical relationships.  Any 

legislative change to the system needs to be cognisant of the many unique features of 

the market on both the demand and the supply sides and the factors that materially 

affect the nature of competition and the drivers of efficiency within the system as well as 

the downstream effect on community well-being and government resources. 

We understand that future legislation may be necessary to drive changes within the 

industry.  To properly assess the effects of any such changes though, there needs to be 

analysis or other research that examines and understands:  
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a. The impact to consumers on access to and the affordability of personal financial 

advice on life insurance products and claims following implementation of  the 

LIF Bill; 

b. The impact of underinsurance on social security and public health costs to 

government; and 

c. The overall benefit and well-being to the community of appropriate insurance 

coverage; 

d. The likely impact of upfront financial advice fees being made tax deductible to 

the access and affordability of personal life insurance advice. 

The AFA considers that Treasury is best placed to conduct research of this kind.  Such 

research should be efficient and effective and draw upon any available research already 

conducted by other institutions, such as the Beddoes Institute, the Productivity 

Commission and other quantitative analysts. 

Improving strategic life insurance advice 

A central finding in ASIC Report 413 is that insufficient evidence existed of strategic 

advice considerations.  Poor record keeping and administration practices are likely 

factors as identified in the ASIC Report.  However, as outlined in Attachment A, 

delivering life insurance advice is a complex and involved process that is driven or 

otherwise affected by efficiencies within regulatory requirements and regulatory 

guidance, efficiencies within insurance process systems, as well as ever-evolving 

professional and regulatory obligations upon advice professionals. 

It is important to understand that financial advisers do more for their clients beyond the 

statutory Best Interest Duty steps of getting to know and deeply understand the needs 

and requirements of their clients, recommending solutions and acting in each client’s 

best interests.  A large part of a financial advisers’ time is helping the client navigate the 

industry jargon and definitions in product documents, complexities in application 

processes, and the differing handling of claims.  The inefficiencies of the life insurance 

system are reduced where consumers are supported by expert and professional 

advisers. 
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Accordingly, there is a clear professional development and support opportunity for all 

stakeholders to take to improve the standards of life insurance advice provided to 

consumers.  Below we set out an industry-wide plan to improve the quality of advice to 

consumers. 

1. Professional associations to deliver quality strategic life insurance advice 

training.  For the AFA, this can be facilitated throughout adviser events including 

Genxt National Roadshow, Communities of Practice events and the AFA National 

Adviser Conference.  Other associations have similar vehicles by which they can 

engage with advisers and help improve standards; 

2. We welcome the government announcing that an ASIC review of Statements of 

Advice (SoAs) will commence in the second half of 2016, with a view to making 

disclosure simpler and more effective for consumers as well as assisting advisers 

to make better use of these documents.  We consider this should begin without 

delay and recommend that ASIC be resourced immediately to empanel a project 

team that draws on expertise within the associations, compliance firms, insurers 

and intermediaries to come up with a range of solutions for the range of ways 

that consumers purchase and update their life insurance packages. Regulatory 

Guide 244 is a very good standard to refer to for future guidance. 

3. We encourage insurers to invest in technology, product innovation and process 

improvements to deliver efficiencies for advisers, enabling more cost-efficient 

delivery of advice.  Examples of innovation that we consider would deliver real 

outcomes for consumers are: 

a. Reducing adviser time required to implement recommendations for 

policy increases; 

b. Developing data feeds that contain all significant policy information; 

c. Reducing underwriting turn-around times; and 

d. Improving claims procedures. 

We would expect that productivity improvements in these areas will flow 

through to premiums, client and adviser experience, and ultimately the 

sustainability of the sector.  A professional, competitive and robust life insurance 

advice industry is the outcome we are seeking from these reforms. 



14 

4. Insurers commit to participate in an industry working group focused on 

identifying advisers that are inappropriately replacing business and identifying 

remedies to this challenge, such as: 

a. insurers to share lapse data with licensees on a per adviser basis to help 

licensees’ monitor replacement business and improve the quality of advice, 

and/or 

b. insurers to be permitted or obliged to report directly to ASIC suspected 

inappropriate or poor replacement advice behaviour rather than leave that 

responsibility solely with an advice practice licensee’s breach reporting 

obligations. 

5. Annual reporting to ASIC of the level of in-house new business written by 

insurer-aligned licensees as a percentage of the licensee’s total new business 

insurance premium.  The report should include qualitative data to allow 

identification of any significant weighting of in-house product use.  This will 

assist ASIC with its 2018 Review of life insurance and provide context for that 

analysis. 

6. Tax deductibility of upfront personal financial advice fees would encourage 

more consumers to accept the payment of fees for life insurance advice and 

reduce the reliance on commissions. There are material tax impacts currently 

depending on the type of life insurance held and the method of payment (for 

example inside and outside of a superannuation fund). Material gains to 

superannuation adequacy could perhaps be achieved through improvements to 

the tax treatment of advice fees for life insurance purchased outside of a 

superannuation fund. 
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Review of any further reforms 

We have recommended several measures that we consider will achieve positive reform 

of the industry.  However, reform is not a static process.  We encourage all stakeholders 

to seek ongoing improvement and welcome constructive feedback that could improve 

consumer outcomes. 

Concluding remarks 

The advice profession’s cultural shift is well underway with professional association 

membership growing, and the raising of professional standards.  These go hand-in-glove 

with the life insurance reforms but more can be done to improve the cultural shift 

within the life insurance industry especially at the institutional level. 

The AFA believes it is critical that fairness and equity be a key aspect of implementing 

reform.  Detailed data capture from insurers, licensees and advisers is critical to enable 

fair assessment of policy cancellation quantum, reasons and trends, thus enabling a fair 

and transparent assessment into the future.  Inefficiencies and duplication increases the 

cost of advice and therefore the accessibility of quality advice to consumers, which in 

turn has an effect on the adequacy and appropriateness of insurance coverage as well as 

the fiscal burden on government where underinsurance exists.  It is a complex and 

intertwined system that requires a holistic approach.  

Sufficient resources need to be provided by government to ensure ASIC can undertake a 

fulsome and consultative review process in 2018 and beyond. Importantly, policy 

cancellations where the Best Interest Duty has been followed by advisers with their 

clients should not be categorised as lapses in the context of being detrimental to the 

industry, and cases of inappropriate advice must be clearly differentiated from 

administrative compliance failures.   

Insurers need to be encouraged to compete and collaborate to achieve advice 

efficiencies. Investment in technology, product innovation, training and support are all 

areas where insurers can find efficiencies that flow through to the end consumer. An 

industry wide commitment to data management is needed. Further efficiencies will flow 

for those insurers who support consumers being properly advised about their insurance 

needs because history proves those are the policies that are more likely to provide 

appropriate cover, be affordable and subject to less claim issues and delays.   
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We encourage and support ASIC to improve the efficiency and effectiveness of SoAs. Our 

input, together with that from other stakeholders such as licensees and their legal 

advisers, should assist ASIC to get the format and content right for these important 

documents.  We look forward to being involved in this. 

It is important to appreciate that the Corporations Amendment (Life Insurance 

Remuneration Arrangements) Bill 2016 will bring about business model change to a 

significant number of financial advisers in Australia – especially for those that are life 

insurance specialists, most of who have performed their professional duty with 

distinction prior to and since ASIC Report 413.  It is important to acknowledge their 

concerns.  We will offer these advisers support, encouragement and business tools to 

make it through the transitional arrangement and encourage other industry participants 

– including the life insurers – to do the same.   

However, more needs to be done to produce better outcomes for consumers. Within this 

submission we have outlined a comprehensive set of measures that when implemented 

in accordance with each other would deliver a holistic plan for reforming the industry, 

improving the culture of the participants and ultimately improving consumer outcomes. 

The AFA remains committed to supporting our members and industry to adapt to any 

changes and achieving quality life insurance outcomes for more Australians. 

 Yours sincerely 

 

Brad Fox 

Chief Executive Officer 

Association of Financial Advisers 
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Appendix A 

A typical process for a financial adviser to provide quality financial advice on life risks. 

Step Action required 

1 Has a Client Profile with insurance details been completed? 

2 Ensure Client Profile received 

3 Ensure Client Profile completed correctly 

4 Conduct insurance needs analysis from Client Profile 

5 Is additional or replacement insurance required 

6 If yes, in step 5, discuss possible insurance strategies with client 

7 Does the client have any medical/family history issues. If so discuss with the 
client the likely impact on premiums, loadings, exclusions 

8 Gain commitment to proceed with insurance strategies and commence SOA 

9 Outline objectives, including any limitations (Scaled Advice) 

10 Complete insurance quotation based on sums identified 

11 Articulate relevant wealth protections strategies in the SOA linked to objectives 

12 Justify product recommendations or Replacement Policy Advice Record 

13 Disclose costs, remuneration and other benefits 

14 Ensure client understands the benefits of the recommendations 

15 Gain commitment to implement 

16 Assist client to complete application forms and other documents for 
underwriting 

17 Client signs application and instructions on first premium payment 

18 Advise clients of any further requirements (medicals, questionnaires) 

19 Copy applications and supporting material 

20 Submit applications 

21 Track progress of the proposal 

22 Any further underwriting requests submitted 

23 Inform client of any further medical checks required 

24 Ensure application progresses smoothly 

25 Once confirmation of acceptance is received - check details 

26 Confirm to client that cover is in place and that a policy schedule will be 
received from the insurer 

27 Record insurance details on client management system 

28 Update commission to be received register 

29 Receive commission and update register 

30 Include wealth protection in all ongoing review agendas 

 


