
 

 

 

 
1 March 2019 

 
 
Regulatory Framework Unit 
Retirement Income Policy Division 
The Treasury 
Langton Crescent 
PARKES ACT 2600 
 
By email: superannuation@treasury.gov.au 
 
 
Dear Treasury, 
 

AFA Submission – Treasury Laws Amendment (Protecting Your Superannuation Package) 
Regulations 2019 

 
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 current Directors are practicing 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 
 
We note that this legislation was subject to significant amendment prior to being approved by both 
Houses of Parliament on 19 February 2019.  This was after the policy was announced as part of the 
budget in May 2018 and was addressed by a Senate Economics Committee Inquiry in July 2018.  
Despite this significant delay in the passing of the legislation, much of the original timeframe has been 
retained. 
 
The financial services industry did not have the chance to consult on the final amendments and we are 
now given just seven days to respond to these draft regulations.  We have been unable to adequately 
consult with appropriate members in order to prepare this submission as a result of this timeframe.  
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In our view this is totally unsatisfactory and is likely to result in an increased risk of significant negative 
consequences. 
 
Our primary concerns are with respect to the cancellation of insurance for inactive accounts after 16 
months.  It is a common strategy for a financial adviser to recommend to a client that they hold onto 
an existing superannuation fund, in order to retain insurance that they may not otherwise be able to 
get elsewhere as a result of a deterioration in their health since the insurance was originally taken out.  
As a result, they are likely to deliberately choose to hold onto an older fund that they are no longer 
making regular contributions to. 
 
In the context that there was no clear indication that this legislation was going to be passed, it is quite 
likely that very few financial advisers have had the opportunity to discuss this change with their clients.  
They are now going to be forced to identify, and then contact all of these clients in a very short period 
of time. 
 
As indicated above, our primary feedback is with respect to the changes to inactive insurance accounts.  
We are also conscious that some of our feedback relates to amendments that should have been made 
to the legislation and may now no longer be possible to address in the regulations. 
 
AFA Feedback on the Draft Regulation 
 
7.9.44B  Notices about Insurance – Inactivity 
 
We note that the amendments made to Subsection 20QA(1) as part of the finalisation of the legislation 
include certain criteria where an account is not considered to be an inactive low-balance account, 
including if one of the following occurred in the last 16 months: 

• The member changed the member’s investment options under the fund. 

• The member made changes in relation to the member’s insurance cover under the fund. 

• The member made or amended a binding beneficiary nomination. 
 
We believe that these grounds for exclusion from the definition of an inactive low balance account 
should also apply to inactive accounts under Section 68AAA.  Each of these events clearly indicate that 
the member wishes to retain the account and serve to disprove the assumption of being inactive. 
 
We note the requirement to provide notices at the 9, 12 and 15 month mark in order to provide the 
member with a warning of the risk of the insurance being cancelled.  We believe that the regulations 
should also require that these notices are provided to the financial adviser, where a financial adviser 
is recorded against that client.  Given the lack of awareness of these measures and the potential 
consequences of turning off insurance that the member wishes to retain, every effort should be taken 
to ensure that this risk is brought to the attention of the member.  If this arises as a result of notification 
from the financial adviser, then that would be a very beneficial outcome. 
 
We note with respect to 7.9.AAB(7) that the 15 month final insurance inactivity notice needs to be 
provided within a period of 2 weeks after the day on which the member’s account becomes inactive 
in relation to the product for a continuous period of 15 months.  Depending upon the time it may take 
for this notice, in the form of a letter, to reach the client, we believe that there is a very genuine risk 
that they will not have enough time to respond.  We are particularly concerned with respect to 
members who would currently be assessed as long term inactive and are at a greater risk of having 
their insurance cancelled shortly after 1 July 2019. 
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Recommendation:  The AFA recommends that all notices that are required to be provided to 
members are also provided to any recorded financial adviser. 

 
7.9.44C  Notices about Insurance – Right to Cease Insurance Cover 
 
The AFA accepts that this is a reasonable measure to put in place, provided that it is permitted to be 
an additional note in annual statements.  If it was required to be a standalone statement and was 
required to be provided every 15 months, then this would be unnecessary and would unreasonably 
increase the cost of holding superannuation accounts. 
 
There do not appear to be any transitional arrangements inserted with respect to 7.9.44C.  It is our 
view that it would be reasonable to allow this notice to be included in annual statements issued from 
the period ending 30 June 2020.  Given that these statements can be issued through until October 
2020, it seems likely that there is a risk that they would be considered to be in breach of this 15 month 
obligation.  For that reason, we would suggest that the obligation to issue at least every 15 months in 
7.9.44C(4) be increased to 18 months. 
 
10.29.02  Transitional Provisions Relating to Regulation 7.9.44B 
 
From our reading of this, there is no transitional arrangement being provided and members with 
inactive accounts as at 1 July 2019 (i.e. greater than 16 months) would be subject to immediate 
termination of their insurance arrangements.  We strongly disagree with this, given that these 
members will not have had sufficient warning and will not necessarily have received the 9, 12 and 15 
month notices that will otherwise be provided. 
 
Part 2 – Application and Transitional Provisions on page 23 of the amended bill, indicates that a notice 
would need to be provided to members who have been inactive for at least 6 months by 1 May 2019.  
In our view, and certainly if this notice is not being also provided to a recorded financial adviser, then 
there is a very big risk that there will be many people who unintentionally lose their insurance as a 
result of this legislation. 
 

Recommendation:  The AFA recommends that any existing members who have been inactive for 16 
months or more, be classified as being inactive for 9 months as at 1 July 2019 in order for them to 
receive the 9, 12 and 15 month notices. 

 
Concluding remarks 
 
Whilst we understand that the objective of this legislation is to ensure that superannuation members 
do not have unrequired duplicate insurance arrangements that will erode their superannuation 
balance, we continue to believe that there is a very significant risk of unintended consequences with 
this measure, particularly where a member has deliberately chosen to hold onto an old 
superannuation fund in order to retain the insurance that is available to that fund, even where they 
have arranged for their new contributions to go into another fund.  The implementation of this new 
regime is being unnecessarily rushed and will inevitably result in some undesirable consequences. 
 
We have made some proposals above which we believe will provide improved consumer protection. 
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The AFA welcomes the opportunity to make this submission.  Should you require any clarification with 
respect to this submission then please contact us on 02 9267 4003. 
 
Yours sincerely,  
 

 
 
Philip Kewin 
Chief Executive Officer  
Association of Financial Advisers Ltd 
 


