SUBMISSION TO THE PARLIAMENTARY JOINT COMMITTEE ON CORPORATIONS & FINANCIAL SERVICES 

The Secretary,

Parliamentary Joint Committee on Corporations & Financial Services

Parliament House, Canberra ACT 2600

Re: Inquiry into the regulations and ASIC policy statements made under the Financial Services Reform Act 2001, to ascertain the extent to which they are consistent with the stated objectives and principles of that Act

In response to the Committee’s invitation to interested parties to make written submissions on this matter, AAMI makes the following observations:

1. We believe that it would be useful to have more ASIC policy in relation to advice generally, and personal advice particularly. Some policy detail to complement the legislative treatment of the Statement of Advice and the ‘scripting’ exemption outlined in ASIC PS 146 would also be well received. 

2. We submit that Regulation 7.9.61A requires further clarification in relation to how lost application monies are to be dealt with, that is, monies sent for the purpose of acquiring a financial product but received unaccompanied by any sender name, reference number, return address or other Policy identification, such that would allow a financial services provider to establish the senders’ contact details. The Regulation provides that such monies are to be transferred to ASIC to be dealt with under Part 9.7 of the Act.

In each year, providers receive monies unaccompanied by sufficient identification, which may include third party recoveries, excess payments AND application monies, but their character remains unknown until such time as the sender enquires about the money or seeks to make or follow up an insurance claim. The senders of application monies, once identified, will receive the benefit of the protection afforded by the payment

If it is not possible to determine the purpose for which monies have been sent, it is also not possible to comply with the Regulation and, by extension, Section 1017E of the Act. 
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3. Pursuant to Section 912B of the Act, a financial services licensee must have arrangements in place to compensate retail clients for loss or damage sustained as a result of any breaches of the Chapter 7 obligations by the licensee or its authorised representatives. However, the Insurance Enquiries & Complaints Scheme is already able to bind insurers to a limit of $120, 000. We therefore wonder whether it is necessary to require licensee insurers to have such compensation arrangements in place.  

4. Upon reading Section 912A(1)&(2), Regulation 7.6.02, the Explanatory Memorandum and PS 165, it is not clear whether the   financial services licensee must operate a dispute resolution system itself or whether the function can be outsourced, (with ultimate responsibility for its operation still residing in the licensee). 

If a dispute resolution system were able to be outsourced to, say, an authorised representative, is the authorised representative’s system able to resolve complaints against the licensee, or must such complaints be referred to the licensee?

5. We believe that ASIC Policy Statements 146 & 164 are too prescriptive in dealing with the general obligations of a licensee as set out in Section 912A of the Act. Human resource practices and procedures, for example, have the potential to create a competitive advantage for an organization in the market place, particularly in the areas of training, retention strategies, product development and knowledge levels, to name but a few. Further, human resources is a function subject to change and development. Such functions should therefore be a matter for each organization.  

6. We believe there is an issue in the area of recognition of prior learning. Pursuant to ASIC PS 146, a licensee must ensure that any natural person who provides financial product advice to retail clients under the AFS licence has either completed training courses at an appropriate level after 1995 or, if relevant qualifications have not been acquired, been individually assessed as competent. One can only be individually assessed if they have had 5 years relevant experience over the immediate past 8 years. 
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It should be noted that the national training association, ANTA, prescribe a standard different to ASIC in respect of advisers who 

do not possess relevant qualifications. ANTA will permit an assessment of advisers even if 5 out of the immediate past 8 years have not been spent in the areas in which they advise. 

We submit that pro-rata recognition of all time spent by an employee in the areas in which they advise should be accorded to those advisers. In this context, we believe 5 years is an arbitrary requirement.

  Should you have any queries, do not hesitate to call myself on Direct Dial 03 8520-1505 or our Annabelle Butler on 03 8520-1240.

Yours sincerely,

James Galanopoulos

Manager, Corporate Services

