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UFEINSURANCE(CONSEQUENHALAMFNDMENTh AND REPEALS)BilL 1994

GENERAL OUTLINE AND MAiN PURPOSEOF TUE BILL

This Bill, providesfor anumberof amendmentsto legislationfollowing from the introduction
of the companionLife InsuranceBill 1994,which establishesanewmodemregulatory regime
for the life insurance industry. This new regime will substantially strengthen prudential
supervision.

This Bill provides for a numberof amendmentsto legislation following from the introduction

of the companion Life InsuranceBill 1994.

FINANCIAL IMPACT STATEMENT

There is no financial impact as a result of theseamendments.
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EXPLANATORY NOThSON1TIE NEWClAUSESAND AMENDMENTS TOTiTlE LIFE

INSURANCE (C SEUENTL&L AMENDMENTS AND REPEALS)BIlL 1994

I
AMENDMENT 1
1. The long title is amendedby inserting“and to repeal”, after “amend”, to correcta

draftingerror.

AMENDMENT 2 4
2. Clause4 is omitted since the repeal of the Life InsuranceAct 1945 makes this

transitional provision unnecessary.

AMENDMENT 3

3. Subclause5(1) is omittedas aconsequenceof the repeal of the Life InsuranceAct
1945.

AMENDMENT 4

4. Clause6 isamendedto provide for the inclusionof theLife InsuranceAct 1945 in the
list ofActs that areto be repealed.With the introduction ofproposedamendmentsto the Life
InsuranceBill 1994,it is no longer necessaryto retain the Life InsuranceAct 1945.

AMENDMENT 5

5. Part1 is omitted as a consequenceof the repeal of the Life InsuranceAct 1945.

AMENDMENT 6

6. As a consequenceof Amendment5, which omitsPart 1 ofthe Schedule,the heading

of Part2 is amendedthrough the removal of “OTHER”.

AMENDMENT 7

7. Item 30 of Part2 of the Scheduleis amendedby omitting the referenceto “, the Life
InsuranceAct 1945”. This amendmentis a consequenceof therepeal theLjfe InsuranceAct
1945.

AMENDMENT 8 4
8. Item 42 of Part2 of the Schedule is amendedto reflect that for the purposesof the
InsuranceContrc~tsAct 1984,the definition of acontinuous disability insurancepolicy must
refer to a contractthat is a continuous disability policy. This amendment will correct a
drafting error.
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AMENDMENT 9

9. The following itemsare insertedafter item 43 of Part2 of the Schedule.

ITEM 43A SUBSECTION 16(2)

10. Subsection16(2) of the InsuranceContrcctsAct 1984 is deleted,as a consequenceof
the amendmentsproposed in item 43B.

ITEM 43B DIVISION 2 OF PART III

11. The requirementthat an insured have an insurableinterestat the timeof enteringinto
a contract of life insurancein order for that contract to be valid, is no longer considered
necessary.This itemtherefore omits Division 2 ofPart III, and substitutesaDivision 2which
provides that a contract of life insuranceis not void only becausethe insured did not have
an insurableinterest when the contract was entered into.

ITEM 43C SUBSECTIONS 48(4)AND (5)

12. Item 43Comitssubsections48(4)and(5) of the InsuranceCont,wtsAct 1984which
areno longer necessaryas a result of the amendmentsproposed in item 43D.

ITEM 43D SECTION 48

13. Item 43C inserts section48A in the InsuranceContrcctsAct 1984. Section48A
relates to policies effectedby a person ontheir own life for the benefit of athird party, and
protects the money payable under the policy to the third party. The section replaces
subsections48(4)and(5) of the InsuranceCont,wtsAct 1984.

ITEM 43E SUBSECTION 59(3)

14. Subsection59(3) is amendedto changeareferenceto aprovision in the L~feInsurance
Act 1945 to the correspondingprovision in the Life InsuranceAct 1994.

ITEM 43F SUBSECTION 64(2)

15. Subsection64(2) is amended to provide for the inclusion of subsection64(6) and
sectionMB in the InsuranceContrcctsAct 1984throughitems43H and431 respectively.

ITEM 43G SUBSECTION 64(3)

16. Subsection64(3) is amendedto changea referenceto aprovision in the Life Insurance
Act 1945to the correspondingprovision in the L(feInsuranceAct 1994.
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ITEM 43H SECTION 64

17. Section 64 of the Insurance Contrcrts ACt 1984 is amended by the inclusion of
subsection(6).

18. This amendment will enable insurersto deduct “contributionstax” and other non-
refundable taxes when calculating the amount to be repaid under section64. Under
section64, an insuredunder a contract of life insurance(other than ablanketsuperannuation
contract)hasaright, exercisableat anytimebeforethe expiration of 14 daysafter receiving
the policy document,to terminatethe contract and receiveafull refundor the purchaseprice
from the life insurancecompanyconcerned.The Income Tar AssessmentAct 1936requires
the company to pay “contributionstax” in respectof the untaxedelementof the post-June
1983componentof Eligible TerminationPaymentsrolled overto purchasepoliciesregardless
of cancellation. The insurer should be able to deduct from refundsto insured the tax it is
required to pay.

ITEM 431 AFTERSECTION MA

19. Item 431 insertssectionMB in PartVII of the InsuranceConfrc~tsAct 1984. This
sectionsetsout particularrequirementsin respectof calculating the amount to berepaid under
section 64 where theexerciseof the “cooling-off’ periodis in respectofan investment-linked
contracts.

20. This amendmentprovides that in exercisingthe “cooling-off’ period in respectof an
investment-linked contract, an insuredmustacceptany investmentrisk prior to cancellation.
Thus,on cancellation within the “cooling-off’ period, the insuredwill receivean amount
basedon the allocation price for the contract if it had beenenteredinto on the day of
cancellation,adjustedto take accountof any differencebetweenthat allocationprice andthe
allocation price onthe day the contract wasenteredinto. The life companywill remain liable
to repay any feesand charges(exceptdeductions of non-refundabletax), that had been
deducted. The 14 day “cooling-off’ period will start from the time the insured receivesan
allocationin the fund, and is to be prominently advertisedin the policy documentation.

AMENDMENT 10

21. Item 64 of Part2 ofthe Scheduleis amendedby omitting the referenceto “the Life
InsuranceAct 1994”. This amendmentwill retain,for the purposesof subsection1 19A(1)of
the SuperannuationAct 1922, the definition of “life policy” in the L~feInsuranceAct 1945.

22. Thissavingprovision is necessaryasaconsequenceofthe repealofthe Life Insurance
Act 1945.
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