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Consultation on Draft Life Insurance Code of Practice
Legal Aid Queensland (LAQ) welcomes the opportunity to provide a submission in response to the Draft Life
Insurance Code of Practice (Life Code).
LAQ provides input into State and Commonwealth policy development and law reform processes to
advance its organisational objectives. Under the Legal Aid Queensland Act 1997, LAQ is established for the
purpose of “giving legal assistance to financially disadvantaged persons in the most effective, efficient and
economical way” and is required to give this “legal assistance at a reasonable cost to the community and
on an equitable basis throughout the State”. Consistent with these statutory objects, LAQ contributes to
government policy processes about proposals that will impact on the cost-effectiveness of LAQ’s services,
either directly or consequentially through impacts on the efficient functioning of the justice system.
LAQ always seeks to offer policy input that is constructive and is based on the extensive experience of
LAQ’s lawyers in the day to day application of the law in courts and tribunals. We believe that this
experience provides LAQ with valuable knowledge and insights into the operation of the justice system that
can contribute to government policy development. LAQ also endeavours to offer policy options that may
enable government to pursue policy objectives in the most effective and efficient way.
LAQ’s Civil Justice Services lawyers have extensive experience providing specialist advice and
representation to vulnerable clients in banking and finance, credit and debt, insurance and consumer law.
The unit provides advice to clients as well as lawyers and financial counsellors throughout Queensland in
relation to mortgage stress, housing repossession, banking and financial issues, financial hardship,
insurance, debt, contracts, loans, telecommunications and unsolicited consumer agreements. LAQ
regularly assists clients who have problems with insurance.

Funeral Insurance
LAQ welcomes the recognition by the Financial Services Council (FSC) in its draft Life Code that the sales
practices for funeral insurance products have been poor, inappropriate and caused significant harm to
consumers, particularly indigenous consumers.
Issues in relation to funeral insurance include:
(a) Targeting consumers in vulnerable circumstances who do not understand the product
they are purchasing;
(b) Targeting Aboriginal and Torres Strait Islander communities;
(c) Unfair sales practices that put pressure on consumers wanting to protect their
families;
(d) Targeting younger people with less or no need for the product;
(e) Sale of products to consumers who cannot afford to pay the premiums;
(f) Products sold where the insurance premiums increase steeply with age;
(g) Products sold where the insured pays significantly more in premiums than the product
is worth;
(h) Multiple funeral insurance products sold to an individual resulting in that person being
over insured.
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(i) No discussion in the sales process of sale of more suitable products that may be
available to consumers to meet their needs.
The draft Code attempts to address these issues through Clause 3.6. However, LAQ submits that clause 3.6
could more effectively address the issues by including the following:
(a) A requirement to provide information to consumers about other comparable products
such as a savings plan and a pre-paid funeral to allow consumers to make an effective
comparison between products. This comparison would allow consumers to assess the
suitability of funeral insurance for their individual circumstances.
(b) A requirement that any exclusions from a funeral insurance policy must be clearly
explained.
(c) A requirement to provide information to the consumer about the total cost of the
policy if the consumer was to live to specified ages in 5 year increments from 55 years
of age until 100 years of age.
(d) An opt-in system rather than a cooling off period for purchasing funeral insurance. An
opt in system would require a consumer to proactively take action to confirm their
interest in a funeral insurance product.
(e) A prohibition on the sale and marketing of products to children under 18 years of age
including a prohibition on the sale of an insurance policy where the intended
beneficiary is a person under 18 years of age
(f) A requirement that premiums be fixed for the life of a funeral insurance policy.
(g) Prohibition of stepped funeral insurance products.
(h) Prohibition of the sale of multiple funeral insurance products.
(i) Prohibition of general marketing campaigns for funeral insurance products. If the FSC
recognises in Clause 3.6 (g) that there is a target market that an affordable funeral
insurance product can be appropriately designed for, then any marketing campaign
should focus on that target market and should not be directed at the general public.
(j) Sanctions for breaches of the requirements of clause 3.6.

Mental Health Conditions
Consumers with mental health conditions are currently treated poorly by insurance providers in the
following ways:
(a) When they apply for insurance they are often denied cover or provided with a reduced
cover without their individual circumstances being taken into account and without a
reasonable under-writing basis.
(b) Disclosure questions are often unnecessarily complex and difficult for consumers to
understand leading to consumers being uncertain about the information that they
need to provide.
(c) Blanket exclusions from cover.
(d) A difficult and confronting claims process that focuses on reasons for an insurer to
deny a claim rather than focusing on facilitating the improvement of the circumstances
of a consumer in difficult circumstances.
LAQ supports the proposed changes to the Code, in particular:
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(a) The facilitation of improved consumer understanding of disclosure requirements in
Clause 5.3A;
(b) Eliminating disclosure checking at the time of making a claim time without reasonable
grounds in Clause 8.5A; and
(c) The treatment of people with mental health conditions as vulnerable in Clause 7.1.
However, to effectively address the problems faced by consumers with mental health conditions dealing
with the life insurance industry, the following additional changes should be made:
(a) Sanctions for insurers that do not treat a person with a mental health condition fairly
and appropriately.
(b) A requirement for the insurer to provide a consumer with a copy of the consumer’s
verbal answers to disclosure questions that were used to assess their application.
(c) Definition of the reasonable grounds for checking, when a claim is made, the accuracy
of the information provided by a consumer at the time of their application. Without
some certainty about the circumstances when an insurer is entitled to undertake
further investigation, this clause provides no substantive protection for consumers. It
is inappropriate that a consumer should have to debate with an insurer what are
reasonable grounds for further investigation into their circumstances at the time of
the claim or during the claims process.

Sales
Direct unsolicited selling of life insurance often uses unfair sales tactics and causes significant consumer
detriment by selling consumers unaffordable products that do not provide them with worthwhile cover.
Consideration should be given to prohibiting, or at the very least restricting, the sale of Life Insurance by
direct, unsolicited phone calls in Clause 4.3A.
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