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Case Study 2019-2: 

Financial Advice Wording  
The following is a case study based on two matters considered by the Life Code Compliance 

Committee (Life CCC). One matter was a Code breach allegation where a Subscriber’s 

compliance with section 8.18 of the Code was investigated (CX4472), and the second matter 

was a self-reported breach of section 8.18 of the Code by a second Subscriber (CX6089).  

Formal Determinations have been issued by the Life CCC on both these matters. In addition, 

the Life CCC has converted and combined the section 8.18 portion of those matters into a 

case study to provide additional clarity for Subscribers in relation to compliance with section 

8.18 of the Code.  

The Code requirement: 

Section 8.18 of the Code creates an obligation for a subscriber to suggest that a Consumer 

seek financial advice to help manage a claim payment (financial advice wording), when a 

subscriber accepts a claim which includes a lump sum payment.  

In addition, section 8.18 requires that for an income-related claim, if a subscriber offers to pay 

a lump sum instead of ongoing payments in order to finalise the claim, the subscriber has to 

suggest that the Consumer seek financial and legal advice before accepting the offer.  

The first matter (Advanced lump sum payment): 

In the first matter, the Subscriber did not provide the financial advice wording in the claim 

acceptance letter to the trustee, although the trustee provided the financial advice wording to 

the Consumer.  

In that instance, the Life CCC determined that the Subscriber was not in breach of section 

8.18 of the Code as the Consumer was provided with the financial advice wording by the 

trustee.  

In the Life CCC’s view, best practice for section 8.18 would be for the Subscribers to provide 

the financial advice wording to the trustees as part of the communication of the claim 

acceptance to the trustee. This would enable the Subscriber to be compliant with section 8.18 

of the Code and have better visibility and control over the process as required under this 

section.  

The Subscriber involved requested additional clarification from the Life CCC regarding the 

application of section 8.18 to advanced lump sum payments in income-related claims. The 

Subscriber noted that in some income-related claims, the Subscriber would make a one-off 

payment of between 3 to 6 months of salary to a Consumer in cases where the Consumer’s 

return to work date had been agreed upon.   
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The Subscriber’s view was that the financial advice wording would not need to be provided to 

the Consumer in such a scenario. The Life CCC considered the scenario and noted that the 

term lump sum was not defined under the Code.  

The Life CCC considered that a lump sum payment in relation to an income-related claim 

amounted to a single payment of money which was larger than a standard instalment in the 

income-related claim. In the Life CCC’s view, this would mean that a one-off payment of 3 

months’ salary would constitute a lump sum payment, and a Subscriber would have to provide 

the financial advice wording to the Consumer.  

The Life CCC noted that providing a larger payment in one lump sum instead of multiple 

smaller payments could impact a Consumer in multiple ways, dependent upon the size and 

timing of such a payment - for example, in relation to the Consumer’s tax obligations or 

Centerlink entitlements. As a result, the Life CCC expects Subscribers to include the financial 

advice wording when making any advanced or bulk payments in income-related claims.  

The second matter ($50,000 threshold): 

In the second matter, the Subscriber self-reported a significant breach of section 8.18 of the 

Code as it inadvertently omitted the financial advice wording from its template claim 

acceptance letters as part of the review of its template letters. The Subscriber self-reported a 

significant breach of the Code due to the number of Consumers affected by the breach. 

The Subscriber requested clarification regarding the application of a $50,000 threshold for 

section 8.18 that it noted was present in the draft version 2 of the Code. The threshold limited 

the application of section 8.18 to lump sum payments over $50,000.  

The Life CCC considered the issue and noted that the current version of the Code does not 

support the application of the $50,000 threshold, notwithstanding that this change may be 

under consideration for a future version of the Code. Section 8.18 as it is currently written does 

not include any scope to apply a minimum value before the financial advice wording is 

required.  

In addition, the Life CCC noted that providing the financial advice wording to the Consumer 

does not cause the Consumer any detriment as the wording is simply a suggestion to the 

Consumer to seek financial advice.  

The Life CCC considers that it is best practice for Subscribers to include the financial advice 

wording in all correspondence with Consumers where the Consumer is receiving any form of 

monetary payment from a Subscriber.  

 

The Life CCC is the independent body responsible for the administration and enforcement of the Life 

Insurance Code of Practice (the Code). It acts in accordance with the Life CCC Charter, which sets out the 

powers, duties, functions and responsibilities of the Committee, subject to any provisions in the Code. This 

Determination is issued in accordance with clause 7.4 of the Life CCC’s Charter in order to facilitate 

agreement between the Life CCC and the Subscriber on corrective measures and the relevant timeframes 

for their implementation. 

 


