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lIFE INSURANCE(CONSEQUENTIALAMENDMENTS AND REPEALS) BIlL 1994

GENERAL OUThINE AND MAIN PURPOSEOF THE BILL

This Bill, provides for anumber of amendmentsto legislationfollowing from theintroduction
of thecompanionLife InsuranceBill 1994,which establishesanewmodemregulatory regime
for the life insurance industry. This new regime will substantially strengthenprudential
supervisionand improve consumerprotection.

The Bill provides for the repeal of the Life InsuranceAct 1945, the Life InsurancePolicy
Holders’ Protection LeviesAct 1991andthe Life InsurancePolicy Holders’ Protection Levies
Collection Act 1991. The Life InsuranceAct 1945 is to be replacedby the Life Insurance
Act 1994. The Life InsurancePolicy Holders’ Protection Levies Act 1991 and the Life
Insurance Policy Holders’ ProtectionLeviesCollection Act 1991were originally put in place
to provide for the impositionof levieson life insurancecompaniesto raiserevenueto provide
a measure of financial protection to the policy holders of the Occidental andRegal life
insurancecompanies. The judicial manager for OccidentalandRegal hasadvisedthat it is
not necessaryto call ontheselevies. It is therefore appropriate that the Actsnowbe repealed.

This Bill also amends the Defence Force Retirement and Death Benefits Act 1973, the
DefenceForces Retirement Benefits Act 1948, the Financial CorporationsAct 1974, the
Income Tax AssessmentAct 1936,the Insurance Acquisitions and TakeoversAct 1991, the
InsuranceAct 1973, the Insurance (Agents and Brokers) Act 1984, the Insurance and
Superannuation CommissionerAct 1987, the Insurance ContractsAct 1984, the Insurance
Supervisory LeviesCollection Act 1989,the Life Insurance Supervisory Levy Act 1989,the
ParliamentaryContributory Superannuation Act 1948,the PooledDevelopmentFundsAct
1992, the Social SecurityAct 1991,the Superannuation Act 1922, the Superannuation Act
1976, the Superannuation Industry (Supervision) Act 1993 and the Corporations Law as a
consequenceof the commencementof the Life Insurance Bill 1994.

The provisions of the Bill generally replacereferences in the Principal Acts to the Life
Insurance Act 1945 with referencesto the Life Insurance Act 1994.

FINANCIAL IMPACT STATEMENT

The measurescontainedin this Bill areconsequentialupon the commencementof the Life
Insurance Bill 1994 andwill not directly incur any costs.
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EXPLANATORY NO11!S ON 1TIE UFE INSURANCE (CONSEQUEN1TAL

AMI~NDMENThAND REPEAlS)BIlL 1994

ii
PART1- PRELIMINARY

CLAUSE 1 SHORT TIThE

1. This clauseprovidesthe modeof citation of the Bill.

CLAUSE 2 COMMENCEMENT

2. This clause provides for the Bill to come into operation immediately on the
commencementof the Life InsuranceAct 1994.

CLAUSE 3 APPLICATION

3. This clauseprovides that amendmentsto the DefenceForce Retirement andDeath
Benefits Act 1973, the Defence Forces Retirement Benefits Act 1948, the Parliamentary
Contributory Superannuation Act 1948 andthe Superannuation Act 1976 only apply to a
transfer value that has become payable to, or in respectof, a person on or after the
commencementof this Act

4. Subclause(2) providesthat amendmentsto theIncome TaxAssessmentAct 1936only
apply to the 1994-95yearof income andthe subsequentyears of income.

PART2- CONSEQUIENIIALAMENDMENTS

CLAUSE 4 CONSEQUENTIAL AMENDMENTS

5. This clauseprovides that:

subclause(1) - amendmentsto anumberof Acts areset out in Part 1 of theSchedule

to theAct; and

subclause(2) - amendments to the Corporations Law are set out in Part 2 of the

Scheduleto the Act

PART3- REPEAL OF ACIS

CLAUSES REPEAL OF ACTS

6. This clauseprovides fpr therepeal ofthe Life InsuranceAct 1945,the Life Insurance
Policy Holders’ ProtectionLeviesAct 1991 andtheLife InsurancePolicy Holders’ Protection
Levies CollectionAct 1991.

(
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SCHEDULE

Pait 1- Amendments of Ads

Part 1 of the Scheduleprovides for amendmentsto Commonwealth Acts for the purposeof
transition to the new Life InsuranceAct 1994.

DefenceForce Retirement and Death BenefitsAct 1973

The natureof the amendmentsis essentiallyto provide for a changeto the definition of “life
policy” and the introduction of a definition for “owner of a life policy”, following
commencementof the Life Insurance Act 1994.

DefenceForces Retirement Benefits Act 1948

The natureof the amendmentsis essentiallyto provide for a changeto the definition of “life
policy” and the introduction of a definition for “owner of a life policy”, following
commencementof the Life Insurance Act 1994.

Financial CorporationsAct 1974

Thisamendmentreplacesareferenceto “Life InsuranceAct 1945-1973” with “Life Insurance
Act 1994”.

Income Tax AssessmentAct 1936

Theseamendmentsessentiallyreplacereferencesto “Life Insurance Act 1945” with “Life
InsuranceAct 1994”, andreferencesto “Division 3 ofPart III ofthe Life Insurance Act 1945”
with “Part 4 ofthe Life Insurance Act 1994”.

InsuranceAcquisitions andTakeoversAct 1991

Theseamendmentsessentially:

replacereferencesto “Life Insurance Act 1945” with “Life InsuranceAct 1994”;

replacereferencesto “accounts” with “statements”;

replacereferencesto section 52 of the Life InsuranceAct 1945with referencesto
section 82 of the Life Insurance Act 1994; and

insert “or statements” in subsection77(2) and (3).

Insurance Act 1973

Theseamendmentsessentiallyreplacereferencesto “Life Insurance Act 1945” with “Life
InsuranceAct 1994”.
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Insurance (Agents and Brokers) Act 1984

Theseamendmentsessentially replace referencesto “Life Insurance Act 1945” with “Life
Insurance Act 1994”, and replace the reference to the annual report section of the Life
Insurance Act 1945with a referenceto the annualreportprovision in the Life Insurance Act
1994.

Insurance and Superannuation CommissionerAct 1987

This amendmentreplacesa reference to “Life Insurance Act 1945” with “Life Insurance Act ii
1994”.

Insurance Contracts Act 1984

These amendmentsessentially:

provide for definitions for “continuous disability insurancepolicy” and “contract of life
insurance” following the commencementof the Life Insurance Act 1994;

omit Division 2 of Part III and substitute a new Division 2 which provides that a
contract of life insurance is not void only becausethe insureddid not have an
insurable interest when the contract was entered into;

insert a new section48A which relates to policieseffectedby a personon their own
life for the benefit of a third party, andprotects the money payableunder the policy
to the third party;

amendsection64 by, amongother things, the inclusion of subsection(6) which will
enable insurers to deduct “contributions tax” andother non-refundable taxeswhen
calculating the amount to be repaid under section64;

Under section 64, an insured under a contractof life insurance(other than a blanket
superannuation contract) has a right, exercisableat any time before the expiration of
14 days after receiving the policy document,to terminate the contract and receivea
full refund or the purchase price from the life insurancecompany concerned. The
Income Tar AssessmentACt 1936requires the companyto pay “contributions tax” in
respect of the untaxed element of the post-June 1983 component of Eligible
Termination Payments rolled over to purchase policies, regardless of subsequent
cancellation. The insurershould be ableto deduct from refundsto the insured the tax
it is required to pay.

insert a newsection MB setting out particular requirements in respectof calculating
the amount to be repaid under section64 where the exercise of the “cooling-off’
period is in respectof an investment-linked contract.

I
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In exercising the “cooling-off’ period in respect of an investment-linked contract, an
insuredmust acceptany investment risk prior to cancellation. Thus, on cancellation
within the “cooling-off’ period, the insuredwill receive an amount basedon the
allocation price for the contract if it hadbeenentered into on the dayof cancellation,
adjustedto take account of any difference betweenthat allocation price and the
allocation price on the daythe contract was entered into. The life companywill
remain liable to repay any feesandcharges(exceptdeductionsofnon-refundabletax),
that had been deducted. The 14 day “cooling-off’ period will startfrom the time the
insured receivesan allocation in the fund, andis to be prominently advertised in the
policy documentation.

InsuranceSuperviso~LeviesCollection Act 1989

Theseamendmentsprovide for the life insurancesupervisorylevy to be collectedfrom life
companiesregistered under the Life Insurance Act 1994.

Life Insurance Superviso~Levy Act 1989

TheseamendmentsessentiallyamendtheTitle andreplace areferenceto “Life InsuranceAct
1945” with “Life Insurance Act 1994”.

Parliamentary Contributory SuperannuationAct 1948

The nature ofthe amendmentsis essentiallyto provide for a changeto the definitions of “life
policy” and the introduction of a definition for “owner of a life policy”, following
commencementof the Life Insurance Act 1994.

Thesechangesleadto amendmentsto sectionsof the Act dealing with situations where life
policiesassociatedwith aperson’sprevious employmentmaybeincluded in hisor her transfer
value to the Scheme.

PooledDevelopmentFunds Act 1992

This amendment involves the replacement of the definition of “life office” following
commencementof the Life Insurance Act 1994.

Social SecurityAct 1991

The natureof theseamendmentsinvolve replacement of a referenceto “Life Insurance Act
1945” with “Life Insurance Act 1994”.

Superannuation Act 1922

This amendmentretains, for the purposesof subsection 1 19A(1)of the SuperannuationAct
1922,the definition of “life policy” in the Life InsuranceAct 1945. This saving provision
is necessaryas a consequenceof the repealof the Life InsuranceAct 1945.
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SuperannuationAct 1976

The nature of the amendmentsis essentiallyto provide for achangeto the definition of “life
policy” and the introduction of a definition for “owner of a life policy”, following
commencementof the Life Insurance Act 1994.

Thesechangesleadto amendmentsto sectionsof the Act dealing with situations where life
policiesassociatedwith aperson’spreviousemploymentmaybeincluded in hisor hertransfer
value to the Scheme.

Superannuation Industry (Supervision)Act 199~

The nature oftheseamendmentsare purely referencechangesfrom “Life Insurance Act 1945”
to “Life InsuranceAct 1994” and subsequentsectionreferences.

Pait 2- Amendmentsof the Coipomlionslaw

Part2 of the Scheduleprovides for amendmentof the Corporations Law for thepurpose of
transition to the newLife InsuranceAct 1994. The nature of theseamendmentsare purely
reference changes from “Life Insurance Act 1945” to “Life InsuranceAct 1994” and
subsequentsectionreferences.

The Life Insurance Act 1994 will ensurethat all life company products issuedout of a
statutoryfundare subjectto regulation by the Insurance andSuperannuationCommission,and
not subjectto duplicate regulation underthe Corporations Law. All life companyproducts,
including investment-linkedproducts, will be exempt from theCorporations Law, but subject
to equivalent regulation under the Life Insurance Act 1994.
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