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Insurance Australia Group acknowledges the important role the Code plays in improving service 

standards in the insurance industry.  We have adopted the General Insurance Code of Practice (the 

Code) and we have a long standing commitment to complying with it.   

 

We support the Independent Review and efforts to improve the effectiveness of the Code in 

achieving its objectives.  However we believe that changes should only be made where there is 

evidence that the Code is not effective or does not adequately address a particular problem and 

where the benefit of change to consumers and other stakeholders is justified as against the 

implementation cost to industry.  In short, where a cost benefit analysis shows the benefits outweighs 

the costs.  This is particularly important in light of the raft of Commonwealth regulatory changes that 

have recently occurred or are presently mooted, each of which imposes compliance costs.   

 

The Code should not be used to merely restate the law.  Equally, we believe there is a need to 

minimise unnecessary duplication of obligations or standards imposed by other sources of regulation 

(including legislation and ASIC regulatory guides).  There may be a case to replicate the obligations 

where the Code can give consumers a more simple explanation of the requirements or where they 

provide context for an obligation (for example, the Code builds on or fleshes out a regulatory 

obligation) but otherwise we consider it unnecessary.   

 

We also believe the Code should not be used or seen as a mechanism to resolve all issues or 

perceived issues in the general insurance industry.  Some issues – if they justify „regulation‟ – are 

better dealt with by legislation or regulatory guidance. 

 

IAG looks forward to working with the Independent Reviewer, the Insurance Council of Australia 

(ICA) and consumer advocates to ensure the Code continues to play a critical role in maintaining and 

raising standards of service for customers throughout the general insurance industry.



INSURANCE AUSTRALIA 
GROUP (IAG) 
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IAG is an international general insurance group, with operations in Australia, New Zealand, the 

United Kingdom and Asia. Its current businesses underwrite over $8 billion of premium per annum 

and pay around $6 billion in claims per annum. IAG employs more than 13,000 people of whom 

around 9,000 are in Australia. Across our portfolio of brands IAG insures 6.9 million cars, 2.4 million 

homes, 92,800 farms, 121,100 employers and 375,200 businesses. IAG had more than 16.2 million 

policies in force in financial year 2011.  

 

IAG's Australian operation comprises direct and intermediated insurance businesses. The Direct 

Insurance business provides personal insurance products as well as business insurance packages 

targeted at sole operators and smaller businesses in NSW, ACT, Queensland and Tasmania 

primarily under the NRMA Insurance brand. SGIO is the primary brand in Western Australia, and 

SGIC in South Australia. In Australia, IAG also has a distribution agreement with RACV (underwritten 

by Insurance Manufacturers of Australia – owned 70 per cent IAG; 30 per cent RACV) in Victoria. 

Products are distributed through branches, call centres, the internet and representatives.  

 

IAG's intermediated insurance products are sold nationally, primarily under the CGU Insurance and 

Swann Insurance brands through a network of more than 1,000 intermediaries, such as brokers, 

agents, motor dealerships and financial institutions. CGU is also a leading provider of workers 

compensation services in Australia. 
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ISSUE 1 – CODE PUBLICITY, AWARENESS AND 
ENGAGEMENT 
 

IAG believes the Code is adequately promoted.  However we support continuing and further 

promotion of the Code. 

 

Our businesses promote the Code to customers through a number of different avenues including on 

our websites and in our product disclosure statements and policy booklets (PDSs).  Many of our 

PDSs contain a statement noting our support and compliance with the Code and include details as to 

where customers can obtain a copy of the Code. These PDSs also document a Code compliant 

complaints process. A Code compliant complaints process is also documented on our brand 

websites. 

  

We also promote the Code within our organisation through training and education programs and self-

monitoring system.  Relevant employees have an obligation to identify and report incidents that may 

represent a breach of the Code (or other regulatory obligations) to the part of our business 

responsible for risk and compliance.  The Financial Ombudsman Service (FOS) monitors our 

compliance with the Code, including our obligations under Clause 5.4, as part of their auditing 

process.   

 

We promote the Code to our suppliers and service providers and include a requirement to adhere to 

the Code in relevant supplier and service level agreements. 

 

The Insurance Council of Australia (ICA) has established a dedicated website for the Code which can 

be found through a prominent link on the ICA website homepage.  In response to feedback following 

the Queensland floods and other natural disaster events of the past two years, the ICA has also 

increased the consumer focus of their website. 

 

FOS plays its part in promoting the Code through its website and other promotional materials.  

Consumer awareness of the Code is also bolstered by the efforts of consumer advocacy groups. 

 

IAG believes the Code is currently adequately promoted but we would be happy to support additional 

industry wide efforts to further promote the Code including a consumer awareness campaign. We 

note that although Participants have an obligation under Clause 5.4 to provide „clear and accessible 

information‟ about the Code.  Only the ICA is required to „promote‟ the Code [Clause 5.3].  In our 

view the ICA is best placed to lead „promotion‟ of the Code. This is because it is the body 

representing the general insurance industry.  However, Participants can also assist in this promotion 

process through including details about the Code in PDSs and on their websites. 

 

The FOS 2011-2012 Annual Review identified a significant increase in the number of standard 

general insurance disputes unrelated to a natural disaster over the reporting period.  FOS identified 

increasing awareness of FOS in the community as one of the main drivers of this increase.  We 

would argue a greater awareness in the community of consumer rights more generally, including 

regulatory instruments such as the Code, are also likely a key driver in this growth.  
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ISSUE 2 – CODE CONTENT, PRESENTATION 
AND STYLE 
 

The Code as currently drafted incorporates principles, including ethical principles, and rules.  For the 

most part the Code operates to set „general‟ standards for behaviour or conduct which are then 

supported by more specific rules around certain processes and procedures.   

 

The intention of including more prescriptive rules based requirements is to establish a pathway by 

which Participants can meet the principles based standards.  For example Clause 2.1.4 of the Code 

requires Code Participants to conduct their sales processes in a „fair, honest and transparent 

manner‟.  To support compliance with that principle, clause 2.1 imposes a number of rules including 

only asking for and taking into account relevant information when assessing an application for cover 

and giving customers an opportunity to correct mistakes. 

 

Given the need to ensure the Code is both flexible and practical we believe the Code should continue 

to try and strike a balance between principle based guidance and rules based prescription.   

 

We also support the use of clear, precise and simple language in the Code.  In our view the existing 

Code is for the most part sufficiently clear and easy to understand.  However there are some 

sections of the Code that would benefit from greater clarity.  For example, Section 3 covering claims 

handling could be categorised more precisely between standards that apply to all claims and those 

that apply to specified classes of policies.  There is also potential ambiguity or room for improvement 

in the wording in some clauses.  For example, it is not clear from Section 6 or the definition of 

„complaint‟ that a complaint does not need to be written or lodged through a formal process.  

Although in practice IAG deals with oral and written complaints in the same way this could be made 

explicit.  

 

 

ISSUE 3 – CODE COVERAGE 
 

Code Participants – Insurers 

IAG submits that the Code should continue to apply to insurers on a voluntary basis.  Compliance 

with the Code cannot be made compulsory without legislative intervention except where it is made a 

condition of FOS membership (see below).   

 

One of the key advantages of a voluntary Code over legislatively based obligations or requirements 

is that it is more flexible and responsive to emerging issues.  Given the processes required to amend 

legislative instruments there is inevitably a time lag between the need for change being identified and 

the implementation of that change.  For example, many recommendations around industry practice 

emerging from the inquiries and reviews into the response of the insurance industry to natural 

disasters of 2010-11 were addressed through changes to the Code in July 2012 (the ICA approved 

the changes in February 2012 to be implemented by Participants no later than July 2012).  In 

contrast the Government accepted recommendations arising from the Review of the Insurance 

Contracts Act 1984 (Cth), Final Report on Second Stage: Provisions Other than Section 54”, Alan 

Cameron and Nancy Milne, June 2004 (the Cameron-Milne Report) are yet to be implemented.   

 

Placing the Code in a legislative framework would undermine the ability of the Code to operate as a 

„living document‟- that is, a document that can change quickly to meet new and emerging issues.  
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An alternative to the options set out in the issues paper would be to make adoption of the Code a 

condition of membership of FOS.  IAG would not oppose such an approach.  However, if this was to 

be considered as an option we suggest an analysis be done of how many FOS members are not 

presently Code participants. This is because most FOS members may have already adopted the 

Code.  

 

Code Participants – Agents and Service Suppliers 

Section 2 of the current Code, „Buying Insurance‟, sets out the standards a consumer should expect 

when making an initial enquiry about and buying insurance, as well as the renewal of cover. Clause 

2.4 specifically identifies standards for Code Participants employees and authorised agents in selling 

their products.  The Review Paper is asking whether it is necessary for the Code to continue to cover 

the selling of a Participants‟ products given the matters covered by Chapter 7 of the Corporations Act 

associated Regulations and ASIC guidelines.  That is, given „selling‟ is regulated by the Corporations 

Act is it necessary or useful to retain the standards in the Code that apply to selling? 

 

The Code standards on selling insurance remain necessary for a number of reasons.  First, the Code 

covers a number of issues not currently addressed by Chapter 7. Chapter 7 covers upfront disclosure 

requirements.  The Code standards deal with information Participants will take into account when 

assessing applications for insurance cover [clause 2.1.1], the giving of reasons for deciding not to 

provide cover [clause 2.1.2], and time limits for refunds when policies are cancelled [clause 2.2].  

  

Second, the Code provides a useful mechanism to distil, simplify or re-emphasise particular rights 

and obligations otherwise provided for under Chapter 7 of the Corporations Act and its regulation and 

ASIC guidelines.  For example, Clause 2.1.4 provides that a Participant‟s sales process will be 

conducted in a „fair, honest and transparent manner‟. To some extent this is a restatement of the 

obligations under section 912A of the Corporations Act to ensure that financial services are provided 

efficiently, honestly and fairly.  However, given the depth and breadth of the matters covered in 

Chapter 7 it is useful to clearly restate this obligation in the insurance context.  Further, were there is 

a degree of overlap, we are not aware of any confusion between the obligations under the legislative 

regime and the Code.  Finally, the Review Paper does not describe any change in circumstances 

since the last review of the Code that would necessitate a change in approach.   
 

In addition, the Code standards fill a gap not presently covered by the Insurance Contract Act 1984 

(IC Act).  Clause 2.1.5 of the Code requires Participants to provide reasons if they cannot provide a 

consumer with insurance cover, to refer a consumer to an alternative insurer or source of information 

about insurance options and make available its complaint handling process should the consumer not 

agree with the decision. Under section 75 of the IC Act an insurer is under no obligation to provide 

reasons for refusing to provide cover unless the insured makes a written request.  In addition, there 

is no obligation to provide a source of information about insurance options or refer a consumer to an 

insurer‟s complaints handling process if they are dissatisfied with the insurer‟s decision. 

 

In relation to the application of the Code to „selling agents‟ the Code currently applies to the conduct 

of Authorised Representatives of Participants who are defined as individuals or companies who are 

not employed by the Participant but are authorised to provide financial services under the 

Participants AFS licence.  Clause 2.5 also seeks to provide customers with the protection of the 

Code when dealing with persons such as insurance brokers, banks or credit unions who are not a 

Participant‟s Authorised representatives but who are contracted by the Participant to sell their 

products.  We believe the definition of Authorised Representative and Clause 2.5 appropriately 

circumscribe the agents and others involved in selling insurance products that a Participant can 

reasonably be expected to ensure are complying with the relevant provisions of the Code.  

 

http://www.austlii.edu.au/au/legis/cth/consol_act/ca2001172/s9.html#financial_service
http://www.austlii.edu.au/au/legis/cth/consol_act/ca2001172/s761a.html#provide
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The Review Paper also asks whether the Code should apply differently to different categories of 

selling agents who are not covered by the Code.  It is not clear from the Paper what specific 

categories are being referred to and why they need to be covered by the Code.   

 

The Issues Paper also seeks submissions on whether the Code should apply to the conduct of 

claims service providers and, if so, whether the Code should apply differently to different categories 

of claims service providers.  It is presumed that the term „claim service provider‟ is intended to refer 

to the subset of providers included in the definition of „service provider‟ who provide a claims related 

service. Given the benefit to consumers and in the absence of evidence that such coverage is 

unnecessary or somehow impractical we consider it is appropriate for the Code to continue covering 

the conduct of claims service providers as it currently does.  It is not clear to us why the Code should 

apply differently to different types of claims service providers and what benefit for consumers would 

arise from this differential treatment.  

 

The Code as drafted recognises that Participants can have differing relationships with different 

suppliers.  Depending on that relationship Participants have a greater, lesser or no ability to influence 

a supplier‟s compliance with the Code.  Thus insurers may have a greater ability to place obligations 

on „authorised representatives‟ and „service providers‟ as defined by the Code to comply with the 

Code. This is because these parties have a more „direct‟ relationship often of a contractual nature. 

Insurers may not have as a „direct‟ relationship with other suppliers and therefore less or no capacity 

to influence their compliance with Code standards.   

 

It is our view the existing level of coverage for authorised representatives, agents and suppliers is 

appropriate and proportionate. 

 

Finally, we note the Issues Paper incorrectly states that the term „external expert‟ is not defined for 

the purposes of the Code.  It is in fact defined on page 14 as “an individual or company who is not 

our employee but who is engaged by us solely to provide an expert opinion as to the likely cause of 

your loss or damage but does not include a service provider”. Consequently, the commentary at 

10.15 regarding the lack of clarity regarding the application of the Code to external experts is 

extraneous. 

 

Third Party Beneficiaries 

We do not consider there is a compelling argument to extend the Code to cover third party 

beneficiaries. There would need to be demonstrated evidence that such parties are suffering a 

detriment through not having access to the Code. We are not aware of such evidence. In any case 

usually when a third party beneficiary has a claim under a policy of insurance the insured also has a 

claim arising from the same incident.  For example a credit provider and an insured may both have a 

right to claim under a comprehensive motor policy following a total loss car accident. So the third 

party beneficiary may get the benefit of the insured‟s rights under the Code by default. Also by virtue 

of section 48 of the Insurance Contracts Act 1984 (IC Act) a third party beneficiary‟s rights are no 

better than the insured‟s rights so their rights rise and fall on the insured‟s rights.  

 

Code Products 

We submit there is a case for restricting the application of the Code to retail products.  There is a 

strong argument that consumers of wholesale insurance products do not require the protection of 

Code.  As noted in the Review Paper at 10.22 statistics show that personal insurance is the majority 

of the market and commercial insurance is a comparatively minor subject of the regulatory regime in 

which the Code operates.  

 

Generally speaking, wholesale customers have considerable experience and expertise in dealing 

with insurance products, they have better access to legal and other advice and they have significant 
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bargaining power relative to that of retail customers.  The Corporations Act rightly recognises that 

consumers of wholesale and retail financial services products do not need the same level of 

protection in dealing with financial service providers.  As the Paper notes the internal dispute 

resolution (IDR) and external dispute resolution (EDR) requirements for an AFSL holder do not apply 

to wholesale clients.  

 

IAG considers, where appropriate, that there are benefits in the Code adopting existing distinctions in 

the law.  The retail/wholesale distinction under the Corporations Act is one such distinction that could 

be adopted in the Code. One of the major benefits in the Code only applying to retail clients would be 

greater uniformity in application of the provisions of the Code and Chapter 7 of the Corporations Act, 

its regulations and associated ASIC Regulatory Guides,  

 

We are not aware that applying the Code to wholesale clients since 2006 has substantially benefited 

to that class of insureds.  Indeed in that time the focus has been on the application of the Code to 

retail clients. Applying the Code only to retail clients would lead to a greater focus on those who can 

most benefit from the Code.  The current Corporations Act definition of retail client says a general 

insurance product or service is provided to a person as a retail client: 

 

 if the person is an individual, or the insurance product is or would be used in connection with a 

small business (defined as a business employing less than 100 people in the case of one that 

is or includes the manufacture of goods and otherwise, 20 people), and 

 if the product is one of the following 

– motor vehicle 

– home building 

– home contents 

– sickness and accident 

– consumer credit 

– travel 

– personal and domestic property 

– medical indemnity insurance 

  

We believe the above definition (absent medical indemnity insurance- which is presently carved out 

of the Code- see clause 1.4 of the Code) is an appropriate definition and could be applied to the 

application of the Code. 

 

We believe the prescribed versus non prescribed contract distinction outlined in Part V of the IC Act 

would be too narrow as it would not capture small business and there are benefits to small business, 

who do not have the same bargaining power as larger business, having access to the Code.  

 

If it the Reviewer does not agree that the Code should only apply to retail products an alternative 

would be that the sections relating to complaints and claims handling should only apply to retail 

products.  This would create greater consistency between the Code, the relevant provisions of the 

Corporations Act and ASIC Regulatory Guide 165 (ASIC RG165). 
  



RESPONSE TO SPECIFIC 
ISSUES (CONTINUED) 

 

9 IAG SUBMISSION ON THE GENERAL INSURANCE CODE OF PRACTICE  INDEPENDENT REVIEW 2012 ISSUES PAPER 

 

 

ISSUE 4 - PRINCIPLES, OBJECTIVES AND 
LEGAL STATUS 
 

IAG believes the Code principles and objectives are an adequate basis for the Codes standards.  

The general principles and objectives of the Code are clearly stated in clause 1.17 of the Code. The 

context of those general principles and objectives are effectively clarified in clauses 1.18 to 1.20 of 

the Code. The principles and objectives focus on high standards of customer service, resolution of 

complaints, better and more informed relations with customers and improved confidence in the 

industry. These are principles and objectives that all industries should aspire to. 

 

The Review Paper notes Clause 1.12 of the Code states that the Code does not create legal 

entitlements or rights of action.  However the Paper expresses doubt as to whether Clause 1.12 is 

effective and suggests that the Code does, to some extent, give consumers enforceable legal rights.  

Leaving aside whether or not we agree with this analysis IAG does not believe the Code should seek 

to create enforceable legal rights for consumers either by giving the Code a legislative basis or by 

incorporating the Code into the terms of an insurance contract.  

 

The Code is intended to be a „living document‟ therefore it should be able to quickly respond and 

adapt to changes in the industry, consumer needs and the broader social and economic landscape.  

Drawing the Code into a legislatively based regime would inhibit its responsive.  We contrast the 

ability of the Code to respond to recommendations emerging from the enquiries and reviews referred 

to in our response to Issue 3 within a few months with the fact that changes to the Insurance 

Contract Act enabling communication of product disclosure materials electronically recommended in 

2004 are yet to be implemented.  

 

Further, in our view making the Code part of an insurance contract would not be beneficial to 

consumers or insurers.  The terms of a contract of insurance need to be drafted with precision to 

avoid ambiguity and uncertainty.  If the Code was part of the contract it follows that the Code would 

also need to be drafted with greater precision which would make it more „legalistic‟ and undermine its 

flexibility.  The Code would become more of a rules based document rather than the existing 

combination of principles and rules.  Further, to make compliance with the Code a term of the 

contract of insurance would make the Code subject to the operation of the law including the IC Act 

creating an additional layer of complexity. 

 

The Code already creates a regime whereby the independent Code Compliance Committee (CCC) 

can impose significant sanctions on a Participant for non-compliance with the Code.  Sanctions 

include publication of the details of a Participant‟s non-compliance and an order for corrective 

advertising. Both these sanctions would have a real and substantive impact on a Participants 

reputation and therefore act as a significant disincentive for non-compliance.  As discussed in 

response to issue 13 IAG would support the Code providing for sanctions for a wider range of 

conduct as required to obtain ASIC approval of the Code under ASIC Regulatory Guide 183 

“Approval of financial services sector codes of conduct” (ASIC RG 183).  

 

We submit that the enforceability of the Code through the FOS and the sanctions for non-compliance 

already associated with the Code afford Consumers sufficient protection without needing to make the 

Code legally enforceable through legislation or making it a term of insurance contracts.  

 

The statistics outlined in Appendices D and E of the Review Paper create a positive picture for the 

insurance industry and do not support changes to the principles, objectives or legal status of the 

Code. In particular we note the following: 
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 Code breaches are negligible in comparison to policies written and claims made, 

 Declined claims are equally negligible in relation to claims made-approximately 1.7per cent in 

2010 and 2011,  

 Insurers‟ IDR process seem to be working well - in 2010 and 2011 approximately 32 to 33 per 

cent of disputes were resolved in favour of the applicant. This suggests disputes are being 

carefully reviewed and appropriate steps taken to resolve matters. In other words original 

decisions are not just being rubber stamped, and 

 Of IDR Decisions in favour of insurers approximately 33 to 36 per cent in 2010 and 2011 went 

to EDR. This suggests the referral option to EDR is working well. 

 

Table 1 of Appendix D creates an interesting picture in relation to numbers of disputes as against 

number of claims.  The figures were low for incidents except flood.  This is not surprising given flood 

was excluded in many policies and losses per customer would have been high.  Therefore customers 

would have had a high incentive to dispute declined claims. 

 

 

ISSUE 5 – TRAINING AND EDUCATION 
 

We submit that the existing standards around training and education for selling insurance and claims 

handling are both necessary and sufficient.  The training requirements in the Code reflect key training 

needs for employees and/or authorised representatives in the general insurance industry. In 

particular the Code requires training on: 

 general insurance and consumer protection law, 

 product knowledge, and 

 the Code. 

 

In relation to claims there are also requirements to train employees: 

 as to what to do in the event of a claim, and  

 to understand the consumer situation particularly in the aftermath of a catastrophe or disaster. 

 

The last of these requirements was introduced into the Code this year following suggestions that 

some Participant‟s employees or service providers displayed a lack of empathy or understanding of 

consumers‟ situations.   

 

While there is always the potential for individual examples of inadequate or ineffective training we are 

not aware of evidence that the training and education standards in the Code are not sufficient from a 

general perspective.  We also note the Corporations Act requires AFSL holders to ensure staff and 

agents are competent and have relevant expertise.  Insurers must maintain competence to provide 

financial services and ensure their representatives are adequately trained (see particularly section 

912A(1)(e) and (f) of the Corporations Act 2001. Note also ASIC RG 105 and 146)  

 

In the context of financial hardship and third party recoveries, employees are required to be trained 

on understanding the consumer situation (see clause 7(d) of the Code). Further in relation to 

employees/service providers and recoveries against third parties the Code already requires 

compliance with the ACCC and ASIC Debt Collection Guideline for Collectors and Creditors (see 

clause 3.11 of the Code). This document - now ASIC Regulatory Guide 96 - contains comprehensive 

guidelines around debt collection.  

 

We believe the training requirements in the Code are adequate. Nevertheless we would not object to 

financial hardship training being explicitly recognised in the Code. However, this would need to be 
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done in a balanced way.  From a practical perspective claims staff cannot be trained to be 

counsellors and nor should they be so trained.  This is not their role.  Yet there could be specific 

statements in the Code that relevant staff and service providers must be trained in their obligations 

under 3.8 to 3.13 of the Code.    

 

In terms of training requirements under the Code generally there may be case for a separate section 

in the Code that just deals with training as distinct from the current drafting where training is split out 

under separate headings. However, such an approach may detract from the emphasis one can place 

on training when it is included under the heading to which the training relates, for example, training 

regarding buying insurance under the buying insurance section or training in respect of claims 

handling under the claims handling section. 

 

 

ISSUE 6 - BUYING INSURANCE 
 

We have addressed the issue of standards on selling in response to Issue 3. 

 

The Review Paper seeks submissions on whether the Code should contain standards for retail 

product simplification.  IAG considers the product disclosure statement regime under the 

Corporations Act to be less than ideal and would support a wide-ranging review of the regime with 

the objective of creating a simplified consumer information document for insurance products.   

However, we do not believe the Code is the appropriate mechanism to try and address these 

short-comings given there is legislation already in place to cover the issues.  Any efforts to improve 

disclosure should be focused on the relevant legislation.  In any event, the law will prevail over any 

efforts to address what is a legislative issue via a voluntary, non-legislative Code.   

 

We do not support including a „clear, concise and effective‟ disclosure standard in the Code.  There 

is already a legislative requirement under the Corporations Act that the terms and conditions of a 

PDS must be presented in a clear, concise and effective manner.  We submit it is a matter for the 

courts rather than the Code to interpret what is meant by „clear, concise and effective‟. 

 

IAG does not support establishing separate standards in the Code for phone and internet sales.  The 

Code should be as technologically neutral as possible given the potential impact of rapid 

technological change on consumer behaviour, sales channels and business systems.  In our view the 

current standards are flexible enough to apply to various sales channels while ensuring consumers 

receive the same level of protection regardless of how they wish to purchase an insurance product.  

While we recognise there are issues with consumers not adequately reviewing the content and terms 

of insurance products it is not clear that changing the Code standards will address this issue. One of 

the fundamental problems appears to be that consumers do not always read their policy 

documentation until they have a claim. As noted at paragraph 10.50 of the Review Paper “[t]he 

practical difficulty with legal disclosure regime is the reality of customer behaviour: policyholders do 

not typically read insurance policies or PDSs in detail”.  Further, if longer explanations were provided 

on the telephone when the policy was sold consumers may simply „tune out‟ (see paragraph 10.47 of 

the Review Paper).  These are issues that relate to consumer behaviour and such behaviour can 

only be changed by education. 

 

On the issue of scaled advice we note that ASIC issued a consultation paper in August this year on 

giving information, general advice and scaled advice (ASIC Consultation Paper 183) which sets out 

proposed guidance for AFS licensees.  Given ASIC is likely to produce regulatory guidance on this 

issue we do not consider it necessary or appropriate for the Code to address it as well. 
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We believe it would be prudent to wait until the KFS for home and contents policies has been 

operational for a sufficient period of time before considering whether the expansion of the KFS or a 

health warning regime should be applied to other insurance products.  Only then would it be possible 

to assess its effectiveness.  In addition whether or not the KFS model should be expanded is a 

decision for Government that cannot and should not be resolved in the Code.   

 

Finally, the Paper asks whether the Code should contain a standard committing Code Participants to 

fuller involvement in financial literacy.  We do not believe including a standard in the Code is the 

most effective mechanism for encouraging activity in this space. IAG and the insurance industry 

more generally are keen to work with Government, consumer groups and other stakeholders on 

financial literacy and education initiatives particularly those that will improve understanding of the role 

of insurance and insurers.  The issue of financial literacy is on the work program of the ICA‟s National 

Consumer Reference Group whose membership consists of insurance, consumer and government 

representatives.  We would support enhancing the NCRG‟s focus on financial literacy issues and 

education of consumers including the development of clearer work streams and public reporting on 

its work in this area.  The Insurance Reform Advisory Group (IRAG) - comprising industry peak 

bodies, Government and consumer representatives - established by the Minister for Financial 

Services in April 2011 could also be a useful forum for pursuing these issues. 

 

 

ISSUE 7 - POLICY TERMS AND COVERAGE 
 

The Paper asks for submissions on whether the standard flood definition approach should be 

extended. That is whether there should be a review of the current appropriateness and adequacy of 

the terms for prescribed contracts under the IC Act and the terms for retail products under the 

Corporations Act.  The issue of whether the terms for prescribed contracts remain appropriate and 

adequate was considered as part of the Cameron-Milne Report.  We do not believe it is an issue for 

the Code to deal with.   

 

We have addressed the issue of retail product simplification in response to Issue 6. 

 

We do not believe the Code is an appropriate or effective instrument for seeking to „enhance‟ the 

„availability and terms for total replacement value insurance‟.  Currently, the key influence on the 

availability of total replacement value insurance is the lack of appetite on the part of reinsurers to 

cover it. We understand that several major reinsurers have advised that due to uncertainty in claims 

cost exposure, rebuilding costs and the need to assess and capitalise losses, they can no longer 

support total replacement policies and have started engaging with major clients to withdraw and 

consider alternatives with more certainty.  Including measures in the Code will not address this lack 

of appetite.  

 

On the issue of whether the Code should contain an „unfair contract terms‟ standard, in our view the 

current regulatory regime covering insurance contracts – in particular the IC Act - and the existing 

standards in the Code provide adequate protection for consumers against both the inclusion of unfair 

terms in insurance contracts and the unfair application of terms in particular circumstances. 

Nevertheless, we note the Government in July 2012 released a Consultation Paper on „Potential 

options for ensuring that consumers who purchase insurance have an equivalent level of protection 

as that which currently applies to other financial products and financial services’.  Rather than pre-

emptively seeking to address the issue through this review process we believe it is appropriate for 

the Government‟s consideration of this issue to run its course.  
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The Review Paper seeks submissions on whether other terms in insurance contracts, in addition to 

those currently the subject of derogation notices under the IC Act, should also be the subject of 

derogation notices under the Code.   It is not clear what gap the Code could fill.  In any event, even if 

there was a gap we submit that, given a legislative regime on derogation notices is in place under the 

IC Act, it should be dealt with through that legislation rather than the Code.  This would ensure all 

obligations and requirements relating to derogation notices are in the same place. 

 

The Paper also asks for submissions on several recommendations arising from the NDIR.  We do not 

believe that any of these issues can or should be dealt with through the Code.  In particular, seeking 

to create a standard for lending institutions around reminding mortgagors of their insurance 

obligations would be both inappropriate and ineffective given the Code is not intended to cover 

lending institutions or their lending practices. 

 

 

ISSUE 8 – PREMIUM PAYMENT AND 
CANCELLATION 
 

The Paper asks for submissions on whether the Code should contain a standard for an insurer to 

notify an insured before cancelling an instalment insurance contract.  As noted by the Paper notice 

requirements for cancelling instalment contracts are covered by section 62 of the IC Act.  Various 

IAG businesses provide a customer with notices beyond that required by section 62 before cancelling 

their instalment contract.  They not only provide wording in the PDS that complies with section 62 but 

additionally write to the customer warning them their policy will be cancelled if the outstanding 

instalment is not paid.  If there is a view that a notice (along the lines of that just described) should be 

mandatory across the industry then that is a matter that should be addressed under the IC Act and 

not the Code.   

 

The Paper also asks for submissions on recommendations made in the House of Representative‟s 

Report around industry wide premium increases.  We strongly argue that these issues are not the 

domain of the Code Review particularly where those recommendations are directed to the 

Government. 

 

IAG is committed to working with the Government on the various insurance related issues it wishes 

to investigate.  We have participated in IRAG and will continue to cooperate with and contribute to 

the issues considered by that forum. 

 

 

ISSUE 9 – CLAIMS 
 

Before addressing the specific claims related issues the Paper has sought submissions on we would 

like to emphasise that IAG, and no doubt other insurers, have invested heavily in ensuring 

compliance with the standards in the Code.  Any substantive amendments to a standard may require 

retraining and re-engineering of processes and procedures.  Therefore it is vitally important that there 

is rigorous cost-benefit analysis undertaken of whether a proposed change to a standard will create a 

benefit for consumers that will outweigh the cost to industry and consumers in implementing those 

changes.  We must guard against change for change‟s sake.   

 

While there was criticism around claims handling arising out of the 2010-2011 natural disasters many 

issues raised were addressed in the 2012 amendments to the Code. Further the statistics referred to 
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in the Review suggest the Insurance Industry did a better job at responding to the disasters then 

many give them credit.  As noted at paragraph 10.96 of the Review Paper the QFCI Report found 

that 47 per cent of flood claims were decided in 10 days, 57 per cent in one month and 89 per cent in 

four months. These figures paint a better picture than what has been reported by some particularly 

when one takes into account the volume of claims and the limited supply of hydrologists (a factor 

outside insurers‟ control). 

 

The Paper asks for submissions on a number of claims handling related issues ranging from the 

structure of the Code to specific time limits. 

 

Should claims handling standards be based more expressly around the stage of a typical claim?  

As noted in paragraphs 10.85 and 10,86 claims handling is a step by step process.  However this 

does not mean each of these steps need to be spelt out in the Code and/or a timeframe allocated to 

them.  Some claims by their very nature will take greater time to work through while others will take 

less time.  Indeed depending on the claim certain steps will take longer than others. What is critical is 

that: 

 timeframes are allocated to certain key steps in the process, 

 the claim is determined in a reasonable timeframe, and 

 the customer is kept informed of the progress of the claim.  

 

The Code as presently drafted adequately deals with these issues.  Amongst other things it requires 

an insurer to make a decision on a claim within 10 business days of having the required information, 

to keep the customer informed of the progress of the claim at least every 20 business days and to 

respond to routine requests for information within 10 business days.  Further for specified classes of 

policies, unless exceptional circumstances apply, a Participant must make a decision to accept or 

reject the claim within 4 months of its receipt otherwise the customer must be told of their right to 

access the dispute resolution process.  Where exceptional circumstances apply for such policies a 

Participant must make a decision within 12 months.   

 

Nonetheless there may be a case for categorising more precisely standards that apply to all claims 

and those that apply to specified classes of policies.   

 

Could industry’s practices and Code standards improve customers’ awareness of their rights under 

their insurance policies? 

If by reference to rights the Paper is referring to consumer rights in respect of claims including the 

right to make a claim and request a review if a claim is refused then the Code already includes 

standards for informing consumers about these rights.  Simply providing standards in a Code or 

elsewhere will not increase awareness – it will not make customers read their policies or indeed the 

Code.  There needs to be a more holistic and comprehensive strategy developed that includes 

increasing insurance literacy and education. 

 

Time limits- paragraphs 10.97 and 10.98 of the Review Paper 

We do not support automatically making a claim not determined within four months an IDR 

complaint.  It may not always be necessary or appropriate to refer a claim to IDR only because of the 

length of time it has been on foot.  Depending on the circumstances the claimant may be comfortable 

with how the matter is proceeding.  Clause 3.4.1(b) requires a Participant to inform a customer in 

writing of their right to access IDR or take a complaint to EDR if the Participant does not make a 

decision on a claim within four months.  This gives the consumer the opportunity to escalate the 

claim to IDR if they so desire and this is the most appropriate approach for the Code to take.   
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We are not sure what a seven rather than a six month period would achieve in relation to the 

„reopening‟ of natural disaster claims.  We are not aware any evidence that an extra month could 

make a substantive difference to the claimant.  

 

Communication with claimants - paragraphs 10.101 and 10.102 of the Review Paper  

We would not object to the inclusion of a standard that Participants make a record of conversations 

with claimants.  This would reflect our current practices and complement the existing Code standard 

requiring Participants to keep claimants informed of the progress of their claim. However, we would 

not support a standard that was prescriptive around how the communication should be recorded.  

Some insurers may have access to call recording whereas others that do not could only file note 

conversations.   

 

We also have no objection to including a standard requiring an insurer to ascertain the claimant‟s 

preferred method of communication but do not believe the standard should require the insurer to 

necessarily use that preferred method.  The method of contact needs to be flexible and should not be 

confined only to the claimant‟s preferred method as it may not always be the most practical or 

effective mode of communication in a given situation. What is critical is the effective and appropriate 

communication with the claimant either through their preferred method or otherwise. 

 

We do not support a standard that requires a Participant to notify the claimant on the lodgement of 

claim of IDR and EDR rights for the following reasons: 

 It creates a negative communication with the customer from the outset.  The insurer would be 

telling them about their right to complain when in fact there may be no complaint and the claims 

process may go smoothly. A customer may rightly ask „why are you telling me about your 

complaints process when I am lodging a claim, do you anticipate I am going to have to 

complain?‟ In short it would not be conducive to a good customer experience - much is to be 

said for starting the claims process on a positive rather than a negative footing. 

 The focus should be on the customers claim not the right to complain particularly given the vast 

majority of claims are accepted (see the figures in Appendix E of the Paper). 

 It is likely to lead to longer call times. 

 The complaints process is already outlined in the PDS for the customer to read. 

 

Enhancement of Code’s claim standards on skills, experience, independence and training of service 

suppliers 

In our view the standards set out in Part 3 of the Code, that apply to both employees and service 

providers, are sufficiently extensive and we do not believe it is necessary to enhance these 

standards in the absence of any evidence that the current standards are not working for the benefit of 

consumers in the bulk of cases.  

 

Claim denials-recommendations on reasons and evidence on claims denials –paragraph 10.107 of 

the Review Paper 

The July 2012 revision of the Code made changes to the requirements on claims denials including 

informing claimants about their right to obtain access to information Participants have relied on in 

assessing a claim.  We consider these changes have adequately enhanced the transparency and 

fairness around claim denial letters.   

 

In relation to the matters listed in 10.107 we respond as follows: 

 Claim denial letters should conform with the Code. 

 Claims denial letters should provide clear reasons for denial.  However whether information 

should be identified or listed as part of the information relied on for denial depends very much 

on individual claims.  For example when the claim is denied for fraud there may be information 

that is appropriate to withhold from a customer (for example the name of an informant).  Further 
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in some situations listing a large amount of information may only serve to confuse a customer 

who just wants a simple explanation of why their claim is denied. However, we do agree that if 

an external experts report (eg a hydrologist‟s report) is being used as the basis for denial of a 

claim that report should be provided to the customer. Indeed generally if an expert report is 

being relied on to refuse a claim the customer should be sent that evidence or at least informed 

as to the nature of the evidence and advised they can request a copy of the evidence. 

 We agree communications about reasons and information about denials should demonstrate 

fairness and transparency. This is already a standard in the Code in that clause 3.5.1 requires 

insurers to conduct claims handling in a fair, transparent and timely manner. 

 The Code already has guidelines for good industry practice which would cover giving reasons 

for a claim denial. Note particularly clause 3.5 and more generally clauses 3.7.1 and 3.7.6.  It is 

important not to be too prescriptive around what should be included as part of the reasons for 

claims denial as each claim is different.  

 We do not believe the Code should have further guidelines around how „special circumstances‟ 

including legal professional privilege apply to allow information to be withheld.  The Code 

already defines special circumstances to include where the information is subject to privacy 

laws, where information is protected from disclosure by law, or where (except in the case of 

external expert reports) the release of the information may be prejudicial to the insurer in 

relation to a dispute about the claim (see footnote 11 of the Code).  The Code also makes it 

clear that the insurer cannot unreasonably decline to release information about the insured it 

has relied on in assessing the claim.  If such information is not released the insurer needs to 

give reasons and the insured has a right to request a review of the decision through the 

insurer‟s complaints handling process (see clause 3.5.3 of the Code). Additionally when an 

insurer denies a claim the insurer must inform the insured of their right to ask for copies of 

information about them that the insurer has relied on in assessing the claim and to request a 

review if the insurer declines to release information (see clause 3.5.5 b) of the Code).  Lastly, 

on request by an insured there is an obligation to provide copies of reports from service 

providers and external experts which have been relied on in assessing the claim except if the 

circumstances in clause 3.5.3 apply and as noted above if the insurer alleges such 

circumstances apply the insured has a right to request a review (see clauses 3.5.5 d) and 

3.5.3).  We also question what evidence there is to suggest the present provisions of the Code 

around „special circumstances‟ are not operating effectively.   

 

Development of claims handling guidelines- paragraph 10.111 of the Review Paper 

Regarding the recommendations on assessment processes made in FOS QF Survey, we do not 

support the development of „general‟ Guidelines covering the interpretation and application of the 

Code or the imposition of standardised approaches.  While we believe guidance on the application of 

specific standards in the Code can be useful one must be very careful in unnecessarily restricting the 

ability of Participants to make operational or business decisions around how they can best comply 

with their Code obligations by creating an expectation that compliance should and will occur in 

certain way.   

 

We do not support the development of a standardised approach to claims handling including generic 

letters or call scripts. The Code should be flexible enough to accommodate a range of different 

Participants, consumers and circumstances.  We should avoid measures that encourage rigidity in 

communication with consumers or weaken the potential for innovation in claims processes.  Further 

each claim can have its own unique circumstances and processes need to be flexible enough to 

meet those circumstances.   

 

The FOS QF Survey also recommended the codification of record keeping accountabilities in relation 

to claims handling during disasters.  It is not clear what kind of codification the Survey had in mind.  

We agree Participants should keep records in relation to individual claims including records of 
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communications with claimants.  If the Survey is suggesting the Code should contain a set of rules 

prescribing what and how records are kept to show compliance with the Code then, in our view, this 

could be problematic. It should be up to individual Participants what kind of processes and 

procedures they put in place to ensure they are complying with their Code obligations on claims 

handling.  Codifying record keeping accountabilities may stifle the ability of Participants to make a 

judgement call about the best way for them to meet their obligations.  Further codification may be 

difficult from a practical point of view given insurers may have different approaches depending on 

their size, resources and portfolio.  If a Participant does not have adequate evidence to show 

compliance with claims handling standards in the Code then there are mechanisms to bring them to 

account through the FOS and the CCC.  

 

We agree insurers should monitor their staff and service providers regarding compliance with the 

Code and to ensure they meet ethical standards.  However, it should be a matter for individual 

insurers as to how this is done.  

 

Time limit on the finalisation of claims once accepted 

We believe time limits on the finalisation of claims once accepted would be problematic. If a decision 

is made to repair or rebuild damaged property the length of time it takes to complete the work can 

depend on a variety of factors some of which are totally outside the control of the insurer. For 

example after a natural disaster there may be a large demand for builders such that supply is 

exceeded.  Similarly there can be delays in obtaining building approvals or parts may not be readily 

available and need to be imported from overseas.  One area where time limits on finalisation could 

be considered is in relation to cash settlements.  However there would need to be evidence that 

there is an issue with the timeliness of cash settlements payments. 

 

 

ISSUE 10 - CLAIMS, COMPLAINTS AND IDR 
 

In general, we submit that the Code‟s coverage and standards on IDR could be simplified and where 

possible mirror the requirements of ASIC RG165.  In particular, the distinction between complaints 

and disputes for the purpose of IDR should be eliminated.   

 

We will not comment on whether ASIC RG 165 should be amended as this is not relevant to a review 

of the Code.  

 

ASIC RG165 provides that a final response to a complaint or dispute must be provided within a 

maximum of 45 days.  The timeframe in the Code should simply correspond with this requirement 

rather than seeking to breakdown the process.  Provided Participants comply with the 45 day time 

limit overall they should have the freedom to build internal processes for complaint handling that suit 

their business and the needs of their customers (although we do believe an IDR Review should be 

available that is independent of the original decision maker).  This approach would better cater for 

the diversity of Code Participants and facilitate innovation in IDR complaints handling.   

 

We consider it appropriate for the Code to explicitly state that time limits run from time the complaint 

is made to the insurer whether orally or in writing. 

 

Should Code Participants notify the claimant about IDR processes at the time a claim is lodged? 

We do not support the inclusion of a requirement for Participants to notify claimants about the IDR 

process at the time a claim is lodged for the reasons already outlined under Issue 9 above. 
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Should the Code define complaint more precisely and confine it to matters under a contract of 

insurance under the Code and impose time limits on the making of a complaint? 

We submit the definition of complaint should, as it presently does, mirror the definition in ASIC 

RG165. However, we submit that the distinction between a complaint and a dispute in the Code 

should be eliminated.  This is because there is no separate concept of dispute under ASIC RG 165 

and the Code should be consistent with the Regulatory Guide.  

 

ASIC RG 165 does not provide a time limit on the making of a complaint therefore for the sake of 

consistency neither should the Code.   

 

Should the Code set out standards for IDR timeframes? 

As noted above the timeframe should conform with ASIC RG165.  Insurers should be free to deal 

with the complaint within the timeframe outlined in the Regulatory Guide through their own IDR 

processes.  

 

Should the Code set out guidelines to ensure an independent internal review as part of the IDR 

processes? 

We believe there should be flexibility in the IDR process.  If the person the customer is dealing with 

at first instance can resolve the complaint then that is ideal. That person, if they have been previously 

dealing with the customer (for example processing their claim) will  likely have a good knowledge of 

the issues and may be best placed to resolve the matter. However, if the complaint cannot be 

resolved then it should be ultimately escalated for independent review as part of the IDR process.  

 

Independence of such internal review is an important part of an effective IDR process.  However, 

imposing a requirements as to who in the organisation should carry out an independent review (for 

example, a separate IDR department) may have the potential to disadvantage smaller insurers given 

it may not be practical to have such a department.  It would also restrict the ability of Participants to 

make operational decisions around how they will comply with the Code IDR standards and ASIC 

RG165.  

 
Should the Code require that reasons for a decision and the supply of relevant information be 
provided to complainants in all cases and be consistent in relation to EDR? 
Reasons should always be given for a decision on a complaint/dispute except in those very rare 

circumstances where the decision could risk the health or safety of an individual. We note the Code 

requires the insurer gives reasons when responding to a dispute (see clause 6.9 of the Code). We do 

not believe it is appropriate or necessarily beneficial to supply documentation relied upon in all cases.  

This should be a decision made by insurers on a case by case basis.  In some cases there may be a 

large volume of information relied upon that will have varying degrees of relevance to the decision 

made by the Participant.  Swamping the complainant with this information will not improve their 

understanding of the decision.  Such a requirement would also increase the administrative burden on 

Participants which could negatively impact the timeliness and simplicity of IDR processes. Further 

there may be special circumstances such as those covered in clause 3.5.3 of the Code that may 

apply.  

 

Similarly, we do not support making a complainants‟ right to reasons and information under the Code 

consistent with the requirements in EDR.  The IDR and EDR processes are not necessarily 

transferable particularly as EDR is generally more formal and may involve quite technical or legalistic 

arguments. EDR processes are governed by their own rules which are designed to meet the relevant 

Schemes (for example, the Terms of Reference for the FOS).    

 

Should the Code complaints process be more consistent in relation to the matters raised in 

paragraph 10.120 
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We have already addressed this issue above. In summary we believe: 

 The complaints/dispute process in the Code should as far as possible mirror the requirements 

of ASIC RG 165.  

 Insurers should have IDR processes however standards in the Code around these processes 

should be flexible enough to cater for the differences in insurers (for example, small insurers 

may not have the resources to have an independent IDR area). 

 Provided insurers comply with 45 day time limit overall they should have the freedom to build 

internal processes for complaint handling that suit their business and the needs of their 

customers. 

 IDR processes should have an independent review built into them however it maybe that the 

complaint can be resolved before it reaches that level (for example in relation to a claim by the 

claims officer dealing with that claim who is familiar with the issue) 

 Consistent with ASIC RG 165 if the complaint cannot by resolved through IDR or 45 days has 

expired then the customer should be given the option of going to EDR 

 A final IDR response to a complaint/dispute should be in writing giving reasons for the decision 

and details of the EDR scheme the customer can go to if they are dissatisfied with the decision 

 

Should recommendations on independence and time limits in paragraph 10.127 of the Review Paper 

be implemented? 

We have answered this question above. 

 

Should the recommendation in paragraph 10.128 be implemented? 

IAG does not support the recommendation that FOS report the annual number of IDR cases for each 

Code Participant publicly and to ASIC.  First, simply reporting the number of IDR cases for each 

Participant is meaningless without providing context in terms of the number of claims, policies in 

force and the substance of the complaints/disputes.  Second, section 8.1 of Appendix 1 of ASIC RG 

165 requires Participants to keep data on IDR cases on the basis that ASIC may require us to 

produce complaints or disputes data in certain circumstances.  

 

 

ISSUE 11 - CLAIMS AND DISPUTES, IDR AND 

EDR 
 

We will not comment on whether ASIC RG 165 and the FOS Terms of Reference should be 

amended as this is not relevant to a review of the Code.  

 

Should Code EDR standards be promoted better by Code Participants and the FOS? 

IAG considers that it and FOS adequately promote the Code and the EDR processes relevant to the 

Code including the role of FOS.  As previously noted, there are already existing requirements to 

include information about IDR and EDR in the PDS and we provide information on our websites 

about the complaints process including EDR through FOS.  We are open to suggestions around 

promotion. 

 

Should the Code EDR standards require the Code Participants to notify the claimant about the EDR 

processes at the time a claim is lodged? 

We do not support imposing a requirement to notify claimants about EDR processes at the time a 

claim is lodged for the same reasons outlined above in relation to complaints and IDR (see above). 

 

Should Code EDR standards define complaint and dispute more precisely and confine it to matters 

under a contract of insurance under the Code and impose time limits on referring a dispute to EDR?. 
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In relation to the definition of complaint we believe it should be the same as the definition contained 

in ASIC RG 165.  This is important for the sake of consistency and to avoid confusion. In relation to 

limit limits these should be consistent with ASIC RG 165. 

 

With regard to the other matters listed under this Issue we consider these cannot be addressed 

through the Code and are the responsibility of FOS and/or ASIC. 

 

 

ISSUE 12 - CODE MONITORING AND 

INVESTIGATION 
 

IAG notes that the industry has recently taken steps to better promote Code monitoring and 
investigation standards including agreeing in 2011 to publicly release on the ICA website all 

future Annual Reports of the CCC.  The Annual Report covering the period 1 July 2011 to 30 June 

2012 was released in October 2012 and is the first CCC Annual Report to be published.  The Report 

detailed that Participant‟s self-reported around 2000 breaches of the Code demonstrating the 

industry‟s commitment to Code compliance.  While any breach of the Code is undesirable the 

number of breaches is low when compared to the almost 38 million general insurance policies issued 

or renewed in Australia each year. 

 

In our view the CCC has considerable insight into the industry wide practices and issues relating to 

the Code which would enable them to provide valuable advice or guidance to FOS about its 

arrangements and processes for Code monitoring and investigation.  Consequently, we would 

support an amendment to the Code which would support the CCC giving guidance to FOS in this 

respect. 

 

There is some overlap in the roles of FOS and the CCC in monitoring compliance and the Code 

could more clearly describe the relationship between FOS and the CCC in terms of code monitoring.  

Overall, however, we do not believe there is a compelling argument for altering the respective roles 

of the CCC and FOS in regard to Code monitoring, breach investigations and reporting and their 

relationship with each other.  We are not aware of evidence that reporting on serious misconduct and 

systemic breaches to ASIC would be better undertaken by the CCC than FOS.  If there are concerns 

about FOS‟s processes these need to be addressed through FOS.  Similarly, the CCC does not have 

the capacity to carry out all investigations into allegations of Code breaches or non-compliance.  The 

resources for the CCC would have to be significantly boosted to enable it to fulfil such a role and it is 

not clear how this would improve on current processes. 

 

We would oppose any move requiring FOS or the CCC reports to name Participants who are under 

investigation for Code breaches or non-compliance.  It would be at odds with basic principles of 

procedural fairness to name a participant before an investigation has been completed and an 

allegation of breach or non-compliance has been substantiated.  

 

 

ISSUE 13 – CODE ENFORCEMENT AND 

SANCTIONS 
 

As outlined previously in this submission in several places IAG considers the Code including the 

enforcement mechanisms and sanctions associated with it is sufficiently promoted. 
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The ICA has indicated it intends to seek ASIC approval for the Code following the review.  Under 

ASIC RG 183 which sets out the process for approval and the minimum content for a Code of 

Conduct to be approved, remedies and sanctions must be available for breaches of the Code. If 

ASIC approval is to proceed the Code would logically need to be reviewed as against the 

requirements in ASIC RG 183.  

 

IAG would be prepared to support the imposition of sanctions in a wider range of 
circumstances, including possibly repeated and/or significant breaches even if the Participant 
has taken action to remedy those breaches, subject to a process that has regard to procedural 

fairness.  Further, we would support amending the Code to allow the CCC to name individual 

Participants for significant or systemic breaches of the Code.  However, the CCC should have a level 

of discretion enabling it to take specific circumstances into account and not name the insurer if the 

CCC didn‟t consider it appropriate. 
 
 

ISSUE 14 - FINANCIAL HARDSHIP 
 

IAG and the industry more generally is working with Government and consumer advocates to 

improve the accessibility of insurance products for people experiencing financial hardship or in lower 

socio-economic groups including the potential use of Centrepay to facilitate premium payments.  We 

do not consider these are issues that should be addressed in the Code. 

 

In our view there would be benefit in making the processes and procedures around dealing with 

hardship cases more consistent, transparent and easily accessible.  To that end we would support 

the inclusion of a high level financial hardship standard covering both customers and third parties.  

This could require Participants to establish a process for assessing whether a person is experiencing 

hardship and making information about those processes publicly available, for example, by 

publishing on their website.   

 

We would also be prepared to work with other Participants to identify some key aspects of the 

assessment process (for example, having clear and consistent criteria, seeking information, 

information that will be deemed acceptable, timeframes) and establish some minimum standards or 

benchmarks for the Code.  However, we would not support standardising or prescribing the process 

(including criteria) across the industry.  It is important that financial hardship issues are considered 

on a case by case basis.  Consequently, insurers should be flexible in dealing with such issues and 

imposing prescriptive standards in the Code may inhibit this flexibility. 

 

We understand it has been proposed by consumer advocates that the FOS Circular on Insurance 

Policy Excesses and Financial Difficulty should be incorporated into the Code.  Given this guidance 

is already provided in the Circular we do not think it needs to be replicated in the Code  

 

 

ISSUE 15 - NATURAL DISASTERS 
 

As the paper notes the Code was revised in July 2012 to remove the former section 4.3 which 

allowed some flexibility in Code standards during catastrophes and disasters. IAG supported this 

amendment and does not believe it would be beneficial to revisit the issue.  We also believe the 

definition of “catastrophe or disaster‟ in the Code is adequate as are the criteria in the ICA Disaster 

Declaration Guidelines.  The ICA undertook a review of its procedures and plan for contingency 
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measures in times of disaster events in light of the Queensland floods and these are reviewed 

periodically or as required.  Further, we are of the view that, following the revisions to the Code 

implemented in July 2012, the benchmarks insurers are expected to meet in a natural disaster are 

sufficiently clear.  

 

The ICA has been widely praised in relation to its changes to the Code to deal with criticisms arising 

from the 2010-2011 natural disasters.  We do not believe further changes to the Code to deal with 

issues arising from these disasters are necessary.  Each natural disaster can have its own 

challenges for insurers.  Depending on the disaster an insurer‟s own infrastructure can be affected. 

Further there can be a variety of issues including accessing disaster areas which may be off limits 

due to police investigations and finding suppliers, repairers and experts because demand exceeds 

supply.  The Code needs to be flexible enough to take these matters into account and we believe it 

is.  However, as a „living document‟ it can be reviewed if future issues occur.    

 

 

ISSUE 16 - CODE GOVERNANCE 
 

We have already addressed most of the issues raised by the Paper in response to Issues 13 and 15.  

Generally speaking we are not aware of any significant and substantive issues relating to the 

Governance of the Code that would warrant a change in the respective roles of the ICA, ASIC, FOS 

and the CCC and their relationships with each other vis a vis the Code.  

 

The CCC has an independent Chair jointly appointed by the ICA/FOS.  The appointment process for 

membership of the CCC already provides for input from relevant stakeholders. 

 

Section 7 of the Code details FOS‟s responsibilities in relation to Code monitoring and enforcement.  

We see this as appropriate as it allows the CCC to concentrate on the policy aspects of the Code‟s 

operation. 

 
 

ISSUE 17 - GENERAL ISSUES 
 

IAG does not support entitling Code Participants to opt out of some parts of the Code if they adopt a 

customer charter as it increases the risk of consumer confusion about the source and content of their 

rights and insurer obligations.  While Charters can be useful building blocks for improving service 

standards or building a culture within an organisation they should be aimed at complementing rather 

than supplanting the Code. 

 

We have previously described the role of the NCRG and IRAG in providing a mechanism for bringing 

stakeholders together to discuss reform and other issues.  These fora are relatively new and we 

believe they should be given an opportunity to mature before we look to create another body.  

 

On the issue of a Code review and determining whether an ASIC claims handling regulatory guide 

should be introduced we note that the current review of the Code was brought forward and that the 

ICA has indicated it will seek ASIC approval of the Code.  IAG considers it appropriate for these 

processes to run their course before there can be any sensible consideration of whether an ASIC 

claim handling guide is appropriate or necessary. 

 

IAG considers the issue of funding for legal advice and assistance with insurance disputes following 

a natural disaster to be a matter for Commonwealth, State and Territory governments.  However, we 
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note there may be merit in exploring the possibility of funding legal aid for insurance disputes as part 

of the government assistance funded under Category A of the joint Commonwealth-State Natural 

Disaster Relief and Recovery Arrangements (NDRRA).  Under the NDRRA once the cost of a 

disaster meets the required financial thresholds a State or Territory can seek reimbursement from the 

Commonwealth for 50 per cent of the cost of providing personal and financial counselling aimed at 

alleviating personal hardship and distress arising at a direct result of a natural disaster.  This could 

be expanded to legal assistance or advice. 


