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UFE INSURANCEBIlL 1994

GENERAL OUTLINE AND MAIN PURPOSESOF ‘WE AMENDMENTS

These amendments to the Life InsuranceBill 1994 have resulted from consultation with
interested parties and the unintended effect of certain provisions. They represent technical
refinements to the legislation to correct ambiguityin the actual wording andconstructofthe
provisions.

The amendmentswill complement the prudential measuresalready in the Bill and establish

a new modem regulatory regime for the life insurance industry.

FINANCIAL IMPACT STATEMENT

There is no financial impact as a result of theseamendments.
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EXPLANATORYNOTFSONTHE NEWCL&USESAND AMENDMENTS TOTHE UFE

INSURANCEBILL 1994

AMENDMENT 1

1. Clause 11 is amended to insert subclause (IA) which clarifies that life company

businessincludes the investment,administration andmanagementof statutoryfind assets.

AMENDMENT 2

2. Paragraph 1 I(2)(e) is amendedto provide that wherea life company undertakesthe
businessspecified in subparagraphs (e)(i) and (ii), that businessis life insurancebusiness.

AMENDMENT 3

3. Clause24 is amendedto insert subclauses(6) and(7) which allow the Commissioner’s
rules to modif~ythe operation ofsubsection23(2). This amendmentwill allow existingcapital
arrangements to be maintained where such arrangements are permitted, in respect of a
specified company,under Commissioner’sRules.

AMENDMENT 4

4. Paragraph 30(f) is omitted and substituted with a paragraph which clarifies that the

provisions of Divisions 5 and 6 of Part4 are not qualified by the provisions of clause 30.
AMENDMENTS

5. Clause32 is omitted andsubstituted with a clausewhich clarifies thephrase“owners
of policies” to include existingpolicy ownersandprospectivepolicy ownersof the company.
The clause also clarifies the duty of the company to act reasonably, based on the
circumstancesat the time of its actions anddecisions,in consideringthe interestsof policy
owners,and that the company maymake investment or other decisionsof a strategic nature.

6. Subclause(3) clarifies that an investment is not automatically invalidated if made in
contravention of this duty.

AMENDMENT 6

7. Subclause41(1) is amendedas a consequenceof amendmentsto clause 32.

AMENDMENT 7

8. Subclause43(2) is amendedto omit “promote” and substitute “further’ to ensurethat
the provision is interpreted as relating to the ongoing investment, administration and
managementof the businessof the fund.
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AJVIENDIvIENT 8

9. Subclause43(3) is amendedto omit the first line and substitutea new first line. This
amendment is to ensure that thereis no conflict betweenthe “general rule” for investing,
stated in subclause(2), and the duty ofthe company stated in clause32.

AIvIENDMENT 9

10. Subclauses48(2)and (3)are omittedand substituted with subclauseswhich clariQ,i that
a director’s duty isto takereasonablecareandusedue diligence. Theseamendmentsensure
consistencybetweenthe director’s duty and the company’s duty (as a consequenceof
amendmentsto clause32).

11. Subclause48(4) is omittedand substitutedwith a subelausewhich clarifies thephrase
“interests of ownersof policies referable to a statutory fund”.

AMENDMENT 10

12. Subclause48(8) isomitted dueto uncertaintyin theoperation betweensubelauses(4)
and (8). A director’s duty to exercisedue careand diligence is now establishedunder
subclause48(2).

AMENDMENT 11

13. Subclause259(2)is omittedand substitutedwith a subclausewhich removesthe cross
referenceto L~feInsumnceAct 1945.

AMENDMENT 12

14. Clause 259 is amendedto insert subclause (4) which removes the operation of
paragraph (1)(c)and subclause(2) in respectofthe company’s first financial yearendingafter
commencementof this Act. The purpose of this amendment is to correctthe operation of
paragraph (1)(c)which imposesa retrospectiverequirement on the appointedactuaryto make
a statement in the financial condition report which may be completed prior to the
commencementof the Act.

AIVIENDMENT 13

15. Paragraph (c) of the definition of a “continuous disability policy” is omitted and
substituted with a paragraph correcting a typographical error.
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