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General Insurance Reform Act 2001

No. 119, 2001

An Act to amend the Insurance Act 1973, and for
related purposes
[Assented to 19 September 2001]

The Parliament of Australia enacts:

1 Short title
This Act may be cited as the General Insurance Reform Act 2001.

2 Commencement

(1) Subject to this section, this Act commences on the day on which it
receives the Royal Assent.
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(2) Schedules1 and 3 to this Act commence, or are taken to have
commenced, on 1 July 2002.

3 Schedule(s)

Subject to section 2, each Act that is specified in a Schedule to this
Act isamended or repealed as set out in the applicable itemsin the
Schedule concerned, and any other item in a Schedule to this Act
has effect according to its terms.
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Amendment of the Insurance Act 1973 Schedule 1

Schedule 1—Amendment of the Insurance Act
1973

1 After section 2
Insert:

2A Main object of thisAct

(1) The main object of this Act isto protect the interests of
policyholders and prospective policyholders under insurance
policies (issued by general insurers and LIoyd' s underwriters) in
ways that are consistent with the continued development of a
viable, competitive and innovative insurance industry.

(2) ThisAct, and the prudentia standards determined by APRA under
this Act, achieve this mainly by:

(a) restricting who can carry on insurance businessin Austraia
by requiring general insurers, and the directors and senior
management of general insurers, to meet certain suitability
requirements; and

(b) imposing primary responsibility for protecting the interests of
policyholders on the directors and senior management of
general insurers; and

(c) imposing on general insurers requirements to promote
prudent management of their insurance business (including
reguirements concerning capital adequacy, the valuation of
liahilities, reinsurance arrangements and the effectiveness of
risk management strategies and techniques); and

(d) providing for the prudential supervision of general insurers
by APRA.

(3) Generdly, the provisions of this Act apply to general insurers.
However, there are a number of special provisions that apply only
to Lloyd' s underwriters.

2 Subsection 3(1) (definition of actuary)
Repeal the definition.

3 Subsection 3(1)
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Insert:

authorised NOHC means a body corporate:
(a) authorised under section 18; and
(b) thatisaNOHC of agenera insurer or general insurers.

4 Subsection 3(1) (definition of bank or banker)
Repeal the definition.

5 Subsection 3(1) (definition of floating charge)
Repeal the definition.

6 Subsection 3(1)
Insert:
foreign general insurer means a body corporate that:
(a) isaforeign corporation within the meaning of paragraph
51(xx) of the Constitution; and

(b) isauthorised to carry on insurance businessin aforeign
country; and

(c) isauthorised under section 12 to carry on insurance business
in Australia.

7 Subsection 3(1)
Insert:

general insurer has the meaning given by section 11.

8 Subsection 3(1)
Insert:

NOHC authorisation has the meaning given by section 18.

9 Subsection 3(1)
Insert:

NOHC or non-operating holding company, in relation to a body
corporate, means a body corporate:

(@) of which thefirst body corporate is asubsidiary; and
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(b) that does not carry on a business (other than a business
consisting of the ownership or control of other bodies
corporate); and

(c) that isincorporated in Australia.

10 Subsection 3(1) (definition of outstanding claims
provision)
Repeal the definition.

11 Subsection 3(1) (definition of premium)
Repeal the definition.

12 Subsection 3(1)
Insert:

prudential matters, concerning a genera insurer, authorised
NOHC or asubsidiary of ageneral insurer or authorised NOHC,
means matters relating to:

(a) the conduct by the insurer, NOHC or subsidiary of any of its
affairsin such away as:

(i) to keepitself in asound financial position; or
(ii) not to cause or promote instability in the Australian
financial system; or
(b) the conduct by the insurer, NOHC or subsidiary of any of its
affairs with integrity, prudence and professional skill.

13 Subsection 3(1)
Insert:

prudential standard means a standard determined by APRA under
section 32.

14 Subsection 3(1)
Insert:

senior manager of ageneral insurer means a person who has or
exercises any of the senior management responsibilities (within the
meaning of the prudential standards) for the insurer.

15 Subsection 3(1)
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Insert:

subsidiary has the meaning given by section 4.

16 Subsection 3(1) (definition of supervised body corporate)
Repeal the definition.

17 At the end of section 3
Add:

(4) A referencein this Act to agenera insurer having no liabilitiesin
respect of insurance business carried on by it in Australiaincludes
areference to ageneral insurer who has assigned, other than by an
equitable assignment, all of itsinterests (including rights and
benefits) under all contracts of insurance in respect of insurance
business carried on by it in Australia to another general insurer.

18 Section 3A
Repeal the section.

19 Section 4

Omit “bodies corporate are related to each other”, substitute “a body
corporate is asubsidiary of another body corporate”.

Note:  The heading to section 4 is replaced by the heading “M eaning of subsidiary”.

20 Subsections 5(2) to (4)
Repeal the subsections, substitute:

(2) ThisAct does not apply to or with respect to insurance business
carried on by:

(a) the Commonwealth (including the Territories); or
(b) abody corporate prescribed by the regulations; or

(c) abody corporate, being insurance business of akind
prescribed by the regulations.

21 Sections 6 and 7
Repeal the sections, substitute:
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6 Act extendsto external Territories

This Act extends to every external Territory.

7 Determination that certain provisionsdo not apply

(1) APRA may determine that all or specified provisions of this Act do
not apply to a person while the determination isin force.

(2) The determination may:
(a) be expressed to apply to a particular person or to a class of
persons; and
(b) specify the period during which the determination isin force;
and
(c) be made subject to specified conditions.

(3) A copy of the determination must be published in the Gazette and,
on Gazette publication, has effect according to its terms.

(4) APRA may, by determination published in the Gazette, vary or
revoke a determination under this section.

7A Breach of condition of a deter mination

(1) A person commits an offenceif:
(a) the person does an act or failsto do an act; and

(b) doing the act or failing to do the act resultsin a breach of a
condition to which a determination in force under subsection
7(1) is subject; and

(c) the determination applies to the person.

Maximum penalty: 60 penalty units.

(2) An offence against this section is an offence of strict liability.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

22 Part Il
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Repeal the Part, substitute:

Part | l|—Authorisation to carry on insurance
business

Division 1—Need to be authorised

9 Personsother than bodies corporate and Lloyd’ sunderwriters
carrying on insurance business

(1) A person commits an offenceif:
(a) the person carries on insurance businessin Australia; and

(b) the personisnot abody corporate or a Lloyd’s underwriter;
and

(c) thereisno determination in force under subsection 7(1) that
this subsection does not apply to the person (the effect of
which isto allow the person to carry on insurance business
without being authorised under the Act to do so).

Maximum penalty: 60 penalty units.

(2) An offence against subsection (1) is an offence of strict liability.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

10 Bodies corporate and Lloyd’sunderwriterscarrying on
insurance business

(1) A body corporate (other than aLloyd’ s underwriter) commits an
offenceif:

(a) the body corporate carries on insurance businessin Australia;
and

(b) the body corporateis not a general insurer; and

(c) thereisno determination in force under subsection 7(1) that
this subsection does not apply to the body corporate (the
effect of which isto exempt the body corporate from being
authorised under the Act to carry on insurance business).

Maximum penalty: 60 penalty units.
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(2) A Lloyd sunderwriter commits an offenceif:

(a) the underwriter carries on any insurance businessin
Australia; and

(b) the underwriter does so at any time after section 93 has
ceased to have effect; and

(c) thereisno determination in force under subsection 7(1) that
this subsection does not apply to the underwriter (the effect
of which isto exempt the underwriter from being authorised
under the Act to carry on insurance business).

Maximum penalty: 60 penalty units.

(3) An offence against this section is an offence of strict liability.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

11 Meaning of general insurer

A general insurer isabody corporate that is authorised under
section 12 to carry on insurance businessin Australia.

Note: General insurer includes aforeign general insurer (see the definition
of foreign general insurer in subsection 3(1)).

Division 2—Authorisation to carry on insurance business

12 Obtaining an authorisation

(1) A body corporate may apply in writing to APRA for an
authorisation to carry on insurance businessin Australia.
Note: The body corporate may also need to consider the implications of the
Foreign Acquisitions and Takeovers Act 1975, the Financial Sector

(Shareholdings) Act 1998 and the Insurance Acquisitions and
Takeovers Act 1991.

(1A) APRA may require the body corporate to provide a statutory
declaration in relation to information or documents provided in
relation to the application.
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(2) APRA may authorise an applicant to carry on insurance businessin
Australia. The authorisation must be in writing.

(3) Without limiting the circumstances in which APRA may refuse an
application, APRA may refuse an application if the applicant isa
subsidiary of aNOHC that is not an authorised NOHC.

(4) If APRA authorises an applicant, APRA must:
() give written notice to the applicant; and

(b) ensure that notice of the authorisation is published in the
Gazette.

(5) Thetaking of an action is not invalid merely because of afailure to
comply with subsection (4).

(6) Part VI appliesto arefusal of APRA to authorise an applicant
under this section.

13 Conditionson an authorisation

(1) APRA may, at any time, by giving written notice to a general
insurer:
(a) impose conditions, or additional conditions, on the insurer’s
authorisation under section 12; or
(b) vary or revoke conditions imposed on the insurer’s
authorisation under section 12.

The conditions must relate to prudential matters.

(2) A condition may be expressed to have effect despite anything in
the prudential standards.

(3) Without limiting the conditions that APRA may impose on an
authorisation, APRA may make the authorisation conditional on a
body corporate, of which the general insurer isa subsidiary, being
an authorised NOHC.

(4) If APRA imposes, varies or revokes the conditions on a genera
insurer’ s authorisation, APRA must:
(@) give written notice to the insurer; and

(b) ensure that notice that the action has been taken is published
in the Gazette.
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(5) Thetaking of an action is not invalid merely because of afailure to
comply with subsection (4).

14 Breach of authorisation conditions

(1) A general insurer commits an offenceif:
(a) theinsurer does an act or failsto do an act; and

(b) doing the act or failing to do the act resultsin a contravention
of acondition of the insurer’s authorisation under section 12;
and

(c) thereisno determination in force under subsection 7(1) that
this subsection does not apply to the insurer.

Maximum penalty: 60 penalty units.

(2) An offence against this section is an offence of strict liability.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

Division 3—Revocation of an authorisation

15 When APRA may revoke an authorisation

(1) APRA may revoke (in writing) ageneral insurer’s authorisation
under section 12 if APRA is satisfied that the insurer has no
liabilitiesin respect of insurance business carried on by itin
Australiaand that:

(@) theinsurer hasfailed to comply with:

(i) arequirement of this Act (including the requirement to
comply with the prudential standards) or of an
instrument made for the purposes of this Act; or

(ii) arequirement of the Financial Sector (Collection of
Data) Act 2001; or
(iii) adirection to the insurer under this Act; or
(iv) acondition of theinsurer’s authorisation; or
(b) it would be contrary to the national interest for the
authorisation to remain in force; or
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(c) theinsurer hasfailed to pay:

(i) an amount of levy or late penalty to which the Financial
Institutions Supervisory Levies Collection Act 1998
applies; or

(ii) an amount of charge fixed under section 51 of the
Australian Prudential Regulation Authority Act 1998; or

(d) theinsurer isinsolvent and is unlikely to return to solvency
within areasonable period of time; or

(e) theinsurer hasinadequate capital and is unlikely to have
adequate capital within a reasonable period of time; or

(f) theinsurer has ceased to carry on insurance businessin
Australiag; or

(9) theinsurer has not, within the period of 12 months after it
was granted an authority under this Part, carried on insurance
businessin Australia.

(2) However, APRA may only revoke a general insurer’ s authorisation
under this section if APRA has the Treasurer’ s written agreement
to do so.

(3) Beforerevoking ageneral insurer’ s authorisation, APRA must give
written notice to the insurer advising it that:
(@ APRA isconsidering revoking the authorisation for the
reasons specified; and
(b) theinsurer may make submissions about the revocation to
APRA, in accordance with the notice, by a specified date
(which must be at |east 90 days after the noticeis given).

(3A) To avoid doubt, APRA may give a notice under subsection (3) to a
general insurer even if, at the time the notice is given, APRA is not
satisfied that the insurer has no liahilities in respect of insurance
business carried on by it in Australia.

(3B) If APRA givesanotice under subsection (3) to ageneral insurer,
APRA must not revoke the insurer’ s authorisation until after the
date specified in the notice, and after consideration of any
submission, as mentioned in paragraph (3)(b).

(4) APRA may, with the Treasurer’ s written agreement, decide that
subsection (3) does not apply if APRA is satisfied that complying
with that subsection could result in adelay in revocation that
would be contrary to the national interest.
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(5) If APRA revokesageneral insurer’s authorisation, APRA must:
(a) givewritten notice to the insurer; and

(b) ensurethat notice of the revocation is published in the
Gazette.

(6) A revocationisnot invalid merely because of afailure to comply
with subsection (5).

16 When APRA must revoke a general insurer’sauthorisation

(1) APRA must revoke (in writing) agenera insurer’s authorisation
under section 12 if:

(@) theinsurer asks (in writing) APRA to do so; and
(b) APRA issatisfied that:
(i) theinsurer has no liabilitiesin respect of insurance
business carried on by it in Australia; and

(ii) revoking the authorisation would not be contrary to the
national interest.

(2) If APRA revokesageneral insurer’s authorisation, APRA must:
(&) givewritten noticeto the insurer; and

(b) ensurethat notice of the revocation is published in the
Gazette.

(3) A revocationisnot invalid merely because of afailure to comply
with subsection (2).

17 Assignment of liabilitiesto enablerevocation

(1) If APRA considersthat it would, under section 15, revoke a
genera insurer’ s authorisation if the insurer had no liabilitiesin
respect of insurance business carried on by it in Australia, APRA
may direct the insurer to arrange, subject to APRA’ s approval, to
assign those liabilities to one or more other general insurers. The
insurer must effect the assignment of the liabilities within the
period specified in the direction and comply with such conditions
relating to the assignment as are specified by APRA in the
direction.

(2) Subsection (1) has effect despite subsection 17B(1).

Note: A general insurer who has asked APRA for arevocation under
section 16 may, for the purpose of obtaining the revocation, make an
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application to the Federal Court under Division 3A for an order
transferring the insurer’ s insurance business to another general
insurer.

(3) A general insurer must not assign its liabilities under this section,
and a purported assignment under this section is of no effect,
unless the assignment is approved by APRA under subsection (4).

(4) APRA may only approve a proposed assignment of a general
insurer’ s liabilities under this section if APRA is satisfied that the
assignment is appropriate, having regard to:

(a) theinterests of theinsurer’s policyholders; and
(b) theinterests of the policyholders of the general insurer or
insurers to whom the liabilities are to be assigned; and

(c) the national interest; and
(d) any other matter APRA considers relevant.

The approval must be in writing and may be made subject to
specified conditions.

(4A) Where agenera insurer (thefirst general insurer) accepts an
assignment of liabilities from another general insurer (the second
general insurer) approved by APRA under subsection 17(4), the
following are taken to have occurred:

(a) policiesin respect of which liability is accepted by the first
general insurer (the transferring policies) are to be treated
for all purposes asif each policy had been transferred by
novation from the second general insurer to the first general
insurer;

(b) apolicyholder of atransferring policy is taken to have the
same rights against the first general insurer as the person
would have against that insurer had the person’s policy been
transferred by novation to the first general insurer;

(c) therights of the first general insurer against policyholders of
transferring policies are the same as they would be had the
transferring policies been transferred by novation to the first
general insurer from the second general insurer.

(5) If APRA approves an assignment, the general insurer must:
(@) comply with the conditions on the approval; and

(b) give reasonable notice (in writing) of the assignment to the
insurer’s policyholders; and
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(c) give APRA such written evidence of the assignment as
APRA reasonably requires.

(6) Anassignment of liabilities under this section may include the
assignment of any rights or benefits in connection with contracts of
insurance in respect of the insurance business carried on in
Australia by the general insurer concerned.

(7) A direction under subsection (1) has effect despite anything in the
Insurance Acquisitions and Takeovers Act 1991.

(8) A general insurer commits an offenceif:
(@) theinsurer does, or failsto do, an act; and

(b) by doing or failing to do the act, the insurer failsto comply
with a direction under this section.

Maximum penalty: 60 penalty units.

(9) An offence against subsection (8) is an offence of strict liability.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

Divison 3A—Transfer and amalgamation of insurance
business

17A Interpretation

A referencein this Division to a body corporate affected by a
scheme is areference to abody corporate that is a party or
proposed party to an agreement or deed by which the transfer or
amalgamation provided for by the schemeiis, or isto be, carried
out.

17B Transfer or amalgamation of insurance business

(1) No part of the insurance business of a general insurer may be:
(a) transferred to another general insurer; or
(b) amalgamated with the business of another general insurer;
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except under a scheme confirmed by the Federal Court.

Note: A transfer or amalgamation of an insurance business may also require
approva under the Insurance Acquisitions and Takeovers Act 1991.

(2) Thereferencein paragraph (1)(a) to ageneral insurer includes a
reference to abody corporate that is authorised under this Act but
has not begun to carry on insurance businessin Australia.

(3) A scheme must set out:
(a) theterms of the agreement or deed under which the proposed
transfer or amalgamation is carried out; and
(b) particulars of any other arrangements necessary to give effect
to the scheme.

(4) Subsection (1) does not require that atransfer or amalgamation of
insurance business be made under a scheme approved by the
Federal Court if:

(@) immediately before the transfer or amalgamation, the
insurance business is carried on outside Australia; and

(b) thetransfer or amalgamation will result in the insurance
business being carried on outside Australia.

17C Stepsto betaken before application for confirmation
(1) Inthissection:

affected policyholder means the holder of a policy affected by a
scheme.

approved summary means a summary approved by APRA.

(2) An application for confirmation of a scheme may not be made
unless:

(a) acopy of the scheme and any actuarial report on which the
scheme is based have been given to APRA in accordance
with the prudential standards; and

(b) notice of intention to make the application has been
published by the applicant in accordance with the prudential
standards; and

(c) an approved summary of the scheme has been given to every
affected policyholder.
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(3) Without limiting the provision that may be made by the prudential
standards for the purposes of paragraph (2)(b), the notice referred
toin that paragraph must include, in relation to each body
corporate affected by the scheme, details of the place and time at
which an affected policyholder may obtain a copy of the scheme.

(4) An affected policyholder is entitled, on the person’ s request, to be
provided by the company with one copy of the scheme free of
charge.

(5) The Federal Court may dispense with the need for compliance with
paragraph (2)(c) in relation to a particular scheme if it is satisfied
that, because of the nature of the scheme or the circumstances
attending its preparation, it is not necessary that the paragraph be
complied with.

17D Actuarial report on scheme

(1) When acopy of ascheme has been given to APRA for the purpose
of paragraph 17C(2)(a), APRA may arrange for an independent
actuary to make awritten report on the scheme.

(2) APRA may give acopy of the report to each body corporate
affected by the scheme.

17E Application to Court

(1) Any of the bodies corporate affected by a scheme may apply to the
Federal Court for confirmation of the scheme.

(2) An application for confirmation must be made in accordance with
the prudential standards.

(3) APRA isentitled to be heard on an application.

17F Confirmation of scheme

(1) The Federal Court may:
(a) confirm a scheme without modification; or
(b) confirm the scheme subject to such modifications as it thinks
appropriate; or
(c) refuseto confirm the scheme.
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(2) The Federal Court may make such orders asit thinksfit in relation
to reinsurance.

17G Effect of confirmation etc.

When a scheme is confirmed:
(a) it becomes binding on al persons; and
(b) it has effect in spite of anything in the constitution of any
body corporate affected by the scheme; and

(c) the body corporate on whose application the scheme was
confirmed must cause a copy of the scheme to be lodged at
an office of ASIC in every State and Territory in which a
company affected by the scheme carried on business.

17H Costsof actuary’sreport

(1) When ascheme is confirmed, the body corporate that applied for
the confirmation becomes liable to pay to the Commonwealth an
amount equal to the expenses reasonably incurred by APRA in
obtaining a report under section 17D in relation to the scheme.

(2) Anamount due under subsection (1) may be recovered by the
Commonwealth as a debt in any court of competent jurisdiction.

171 Documentsto belodged in case of transfer or amalgamation

(1) If any part of the insurance business carried on by a general insurer
istransferred to, or amalgamated with, the insurance business of
another body corporate, the latter body corporate must give APRA
such documents as are required by the prudential standards.

(2) The documents must be lodged within the time fixed by the
prudential standards or within such further time as APRA, in
accordance with the prudential standards, alows.

Division 4—Authorisation to bea NOHC of a general
insurer

18 Authorisation to bea NOHC

(1) A body corporate may apply in writing to APRA for an
authorisation (aNOHC authorisation) under this section. The
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authorisation operates as an authorisation in relation to the body

corporate and any general insurers that are subsidiaries of the body

corporate from time to time.

Notel:  The body corporate may want the authority because APRA may refuse
to grant asubsidiary of the body corporate a section 12 authorisation

unless the body corporate holds a NOHC authorisation (see subsection
12(3)).

Note2:  The body corporate may also need to consider the implications of the
Foreign Acquisitions and Takeovers Act 1975, the Financial Sector
(Shareholdings) Act 1998 and the | nsurance Acquisitions and
Takeovers Act 1991.

(2) APRA may require the body corporate to provide a statutory
declaration in relation to information or documents provided in
relation to the application.

(3) APRA may authorise an applicant if it considersit is appropriate to
do so. The authorisation must be in writing.

(4) If APRA authorises an applicant, APRA must:
(a) givewritten notice to the applicant; and

(b) ensure that notice of the authorisation is published in the
Gazette.

(5) Thetaking of an action is not invalid merely because of afailure to
comply with subsection (4).

(6) Part VI appliesto arefusal of APRA to authorise an applicant
under this section.

19 Conditionson a NOHC authorisation

(1) APRA may, at any time, by giving written notice to an authorised
NOHC:

() impose conditions, or additional conditions, on the NOHC
authorisation; and

(b) vary or revoke conditions imposed on the NOHC
authorisation.

The conditions must relate to prudential matters.

(2) A condition may be expressed to have effect despite anything in
the prudential standards.
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(3) If APRA imposes, varies or revokes the conditions on aNOHC
authorisation, APRA must:
(a) givewritten notice to the authorised NOHC; and

(b) ensurethat notice of the imposition, variation or revocation
of the conditionsis published in the Gazette.

(4) Thetaking of an action is not invalid merely because of afailure to
comply with subsection (3).

20 Breach of conditionson a NOHC authorisation

(1) Anauthorised NOHC commits an offence if:
(@) the NOHC does an act or failsto do an act; and

(b) doing the act or failing to do the act results in a contravention
of a condition of the NOHC authorisation; and

(c) thereisno determination in force under subsection 7(1) that
this subsection does not apply to the NOHC.

Maximum penalty: 60 penalty units.

(2) An offence against this section is an offence of strict liability.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

21 When APRA may revoke a NOHC authorisation

(1) APRA may revoke, inwriting, aNOHC authorisation if APRA is
satisfied that:
(a) the authorised NOHC has failed to comply with:

(i) arequirement of this Act (including the requirement to
comply with the prudential standards) or of an
instrument made for the purposes of this Act; or

(ii) arequirement of the Financial Sector (Collection of
Data) Act 2001; or

(iif) adirection to the authorised NOHC under this Act; or

(iv) acondition of the authorisation; or
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(b) it would be contrary to the national interest for the
authorisation to remain in force; or

(c) the authorised NOHC has failed to pay:

(i) anamount of levy or late penalty to which the Financial
Institutions Supervisory Levies Collection Act 1998
applies; or

(if) anamount of charge fixed under section 51 of the
Australian Prudential Regulation Authority Act 1998; or
(d) it would be contrary to the interests of the policyholders of
any general insurer who is a subsidiary of the authorised
NOHC for the authorisation to remain in force; or
(e) the authorised NOHC has ceased to be a NOHC of any
general insurer.

(2) However, APRA may only revoke a NOHC authorisation under
this section if APRA hasthe Treasurer’ s written agreement to do
0.

(3) Beforerevoking a NOHC authorisation, APRA must give written
notice to the authorised NOHC advising it that:
(&) APRA isconsidering revoking the authorisation for the
reasons specified; and
(b) the authorised NOHC may make submissions about the
revocation to APRA, in accordance with the notice, by a
specified date (which must be at least 90 days after the notice
isgiven).
APRA must consider any submissions made by the authorised
NOHC by that date.

(4) APRA may, with the Treasurer’ s written agreement, decide that
subsection (3) does not apply if APRA is satisfied that complying
with that subsection could result in a delay in revocation that
would be:

(@) contrary to the national interest; or

(b) contrary to the interests of the policyholders of any general
insurer who is asubsidiary of the authorised NOHC
concerned.

(5) If APRA revokes abody corporate’'s NOHC authorisation, APRA
must:

(a) givewritten notice to the body corporate; and
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(b) ensurethat notice of the revocation is published in the
Gazette.

(6) A revocationisnot invalid merely because of afailure to comply
with subsection (5).

22 When APRA must revoke a NOHC authorisation

(1) APRA must revoke (in writing) a body corporate’s NOHC
authorisation if:

(a) the body corporate asks (in writing) APRA to do so; and

(b) APRA issatisfied that revoking the authorisation would not
be contrary to either:

(i) thenational interest; or

(ii) theinterests of the policyholders of any general insurer
who isasubsidiary of the body corporate.

(2) If APRA revokesabody corporate’'s NOHC authorisation, APRA
must:

(a) givewritten notice to the body corporate; and

(b) ensurethat notice of the revocation is published in the
Gazette.

(3) A revocation isnot invalid merely because of afailure to comply
with subsection (2).

23 Publication of list of authorised NOHCs

APRA may, from time to time, cause alist of authorised NOHCsto
be published in the Gazette or in any other way that APRA
considers appropriate.

Division 5—Directors, senior managers and other
representatives of general insurersand
authorised NOHCs

24 Disqualified persons must not act for general insurersor
authorised NOHCs

(1) A disgualified person must not be or act as.
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(a) adirector or senior manager of ageneral insurer (other than a
foreign general insurer); or

(b) asenior manager, or agent in Australiafor the purpose of
section 118, of aforeign general insurer; or

(c) adirector or senior manager of an authorised NOHC.

(2) A person commits an offence if the person contravenes
subsection (1).

Maximum penalty: Imprisonment for 2 years.

(3) A person commits an offence if the person contravenes
subsection (1). Thisis an offence of strict liability.

Maximum penalty: 60 penalty units.

(4) A body corporate must not allow a disqualified person to be or act
as.

(a) if the body corporate is ageneral insurer (other than aforeign
general insurer)—a director or senior manager of the insurer;
or

(b) if the body corporate is aforeign general insurer—a senior
manager, or agent in Australiafor the purpose of section 118,
of the insurer; or

(c) if the body corporate is an authorised NOHC—a director or
senior manager of the NOHC.

(5) A body corporate commits an offence if it contravenes
subsection (4).

Maximum penalty: 250 penalty units.

(6) A body corporate commits an offenceif it contravenes
subsection (4). Thisis an offence of strict liability.

Maximum penalty: 60 penalty units.

(7) Inaprosecution under subsection (5), it isadefenceif the
defendant:
(a) contacted APRA within areasonable period before allowing
the person to be or act as a director, senior manager or agent
(asthe case may be); and
(b) was advised by APRA that the person was not a disqualified
person.
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Note: A defendant bears an evidential burden in relation to the mattersin
this subsection (see section 13.3(3) of the Criminal Code).

(8) A failureto comply with this section does not affect the validity of
an appointment or transaction.
Note 1: For strict liability, see section 6.1 of the Criminal Code.
Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

25 Whoisadisqualified person?

(1) A personisadisqualified person if, at any time:

(a) the person has been convicted of an offence against or arising
out of this Act or the Financial Sector (Collection of Data)
Act 2001, or

(b) the person has been convicted of an offence against or arising
out of alaw in forcein Australia, or the law of aforeign
country, if the offence concerns dishonest conduct or conduct
relating to a financial sector company (within the meaning of
the Financial Sector (Shareholdings) Act 1998); or

(c) the person has been or becomes bankrupt; or

(d) the person has applied to take the benefit of alaw for the
relief of bankrupt or insolvent debtors; or

(e) the person has compounded with his or her creditors.

Note: APRA may determine that a person is not a disqualified person (see
section 26).

(2) A reference in subsection (1) to a person who has been convicted
of an offence includes areference to a person in respect of whom
an order has been made relating to the offence under:

(a) section 19B of the Crimes Act 1914; or

(b) acorresponding provision of alaw of a State, a Territory or a
foreign country.

(3) Nothing in this section affects the operation of Part V1IC of the
Crimes Act 1914 (which includes provisions that, in certain
circumstances, relieve persons from the requirement to disclose
spent convictions and require persons aware of such convictions to
disregard them).

24 General Insurance Reform Act 2001 No. 119, 2001



Amendment of the Insurance Act 1973 Schedule 1

26 APRA may determine that a person isnot a disqualified person

(1) Despite section 25, APRA may determine (in writing) that a person
isnot adisgualified person. APRA may do so on its own initiative
or on the application of the person.

(2) However, APRA may only make the determination if it is satisfied
that the person is highly unlikely to be a prudential risk to any
general insurer or authorised NOHC.

(3) The determination takes effect on the day on which it is made and
APRA must as soon as practicable give a copy of the determination
to the person concerned and to any affected general insurer or
authorised NOHC.

(4) If aperson appliesfor adetermination under this section, APRA
must:

(a) either make, or refuse to make, the determination; and

(b) give the person written notice of the decision including, in
the case of arefusal, the reasons for the refusal.

(5) APRA may revoke a determination under this section by giving
written notice to the person concerned and must give a copy of the
notice to any affected general insurer or authorised NOHC.

(6) Part VI appliesto arefusal of APRA to make a determination
under this section.

27 APRA may remove adirector or senior manager of a general
insurer or authorised NOHC

(1) Thissection appliesto aperson whois:

(a) adirector or senior manager of ageneral insurer (not
including aforeign general insurer); or

(b) asenior manager, or agent in Australiafor the purpose of
section 118, of aforeign general insurer; or

(c) adirector or senior manager of an authorised NOHC.

(2) APRA may direct (in writing) that the general insurer or authorised
NOHC remove the person from the position if APRA is satisfied
that the person:

(a) isadisqualified person; or
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(b) does not meet one or more of the criteriafor fitness and
propriety set out in the prudential standards.

(3) Beforedirecting ageneral insurer or authorised NOHC to remove a
person, APRA must give written notice to:

(@) the person; and
(b) theinsurer or NOHC;

giving each of them areasonable opportunity to make submissions
on the matter.

(4) A direction takes effect on the day specified in it, which must be at
least 7 days after it is made.

(5) If APRA directsageneral insurer or authorised NOHC to remove a
person, APRA must give a copy of the direction to the person and
insurer or NOHC.

(6) Part VI appliesto adirection made by APRA under this section.

(7) A general insurer commits an offence if:
(a) theinsurer does, or failsto do, an act; and

(b) by doing or failing to do the act, the insurer fails to comply
with a direction under this section.

Maximum penalty: 60 penalty units.

(8) An offence against subsection (7) is an offence of strict liability.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

Division 6—Other matters

28 General insurer must hold sufficient assets

A general insurer commits an offenceif:

(a) it does not hold assetsin Australia (excluding goodwill and
any other amount excluded by the prudential standards for
the purposes of this section) of avalue that is equal to or
greater than the total amount of its liabilitiesin Australia; and
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(b) APRA has not authorised the insurer to hold assets of alesser
value;, and

(c) thereisno determination in force under subsection 7(1)
determining that this subsection does not apply to the insurer.

Maximum penalty: 200 penalty units.

Note 1. Certain amounts are taken to be assetsin Australia, and certain
liabilities are taken to be liabilitiesin Australia, under section 116A.

Note2:  Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

29 Change of name of a general insurer or authorised NOHC

(1) A general insurer who changes its name must place anoticein a
daily newspaper or newspapers circulating generally in each State
or Territory in which the insurer carries on insurance business.

(2) The notice must state the old and new names of the insurer and
when the change took effect.

(3) If APRA issatisfied that a general insurer or authorised NOHC has
changed its name, APRA must ensure that notice of that fact is
published in the Gazette (whether or not the insurer has aso placed
anotice under subsection (1)).

(4) The authorisation of the insurer under section 12, or NOHC under
section 18, (as the case may be) has effect after the Gazette
publication asif it had been given under the changed name.

30 General insurer or authorised NOHC ceasing to exist

(1) If APRA issatisfied that a general insurer or authorised NOHC has
ceased to exist, APRA must ensure that notice of that fact is
published in the Gazette.

(2) The authorisation under section 12 or 18 (as the case may be) of
the insurer or NOHC is taken to be revoked when the Gazette
notice is published.
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31 Effect of authorisation asa general insurer

Nothing in this Part authorises the carrying on by a body corporate
of any businessthat it would not otherwise have been authorised to
carry on.

Part |1l A—Prudential supervision and monitoring

of general insurers, authorised NOHCs and
their subsidiaries

Division 1—The prudential standards

32 APRA may determine prudential standards

(1) APRA may determine (in writing) standards (prudential
standards) relating to prudential matters that must be complied
with by:

(@) al general insurers; or

(b) all authorised NOHCs; or

(c) the subsidiaries of general insurers or authorised NOHCs; or

(d) aspecified class of general insurers, authorised NOHCs or
subsidiaries of general insurers or authorised NOHCs.

(2) A prudential standard may impose different requirements to be
complied with:
(a) by different classes of general insurers, authorised NOHCs,
or subsidiaries of general insurers or authorised NOHCs; or
(b) in different situations; or
(c) inrespect of different activities.

(3A) APRA may modify aprudentia standard to replace particular
requirements in the standard with an in-house capital adequacy
model proposed by a general insurer, authorised NOHC or
subsidiary of ageneral insurer for the purpose of setting its capital
requirements. The in-house capital adequacy model proposed by
the general insurer, authorised NOHC or subsidiary must comply
with criteria set out in the prudential standards.

28

General Insurance Reform Act 2001 No. 119, 2001



Amendment of the Insurance Act 1973 Schedule 1

(3B) In modifying a prudential standard, APRA must have regard to the
particular business and circumstances of the general insurer,
authorised NOHC or subsidiary concerned.

(3C) If APRA modifies a prudential standard in respect of a particular
general insurer, authorised NOHC or subsidiary of a general
insurer or authorised NOHC under subsection (3A), APRA must
give written notice of the modification to the general insurer,
authorised NOHC or subsidiary concerned.

(83D) The prudentia standards may provide for APRA to exercise
powers and discretions under the standards, including but not
limited to discretions to approve, impose, adjust or exclude specific
prudentia requirementsin relation to the following:

(a) aparticular general insurer, authorised NOHC or subsidiary
of ageneral insurer or authorised NOHC;

(b) specified general insurers, authorised NOHCs or subsidiaries
of general insurers or authorised NOHCs;

(c) aclass of genera insurers, authorised NOHCs or subsidiaries
of general insurers or authorised NOHCs.

(3E) APRA must obtain the Treasurer’ s written agreement before
modifying a prudential standard under subsection (3A).

(4) A prudential standard takes effect on the day on which the
determination of the standard is made or such later day asis
specified in the determination.

(5) A determination of a prudential standard, or avariation or
revocation of a prudential standard, is a disallowable instrument for
the purposes of section 46A of the Acts Interpretation Act 1901.

(6) Despite section 49A of the Acts Interpretation Act 1901, the
standards may make provision for or in relation to a matter by
applying, adopting or incorporating any matter contained in an
instrument or other writing asin force or existing from timeto
time.

33 Requirement to consult beforehand

(1) Before making or varying a prudential standard APRA must
consult:
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(a) the generd insurers or authorised NOHCs to whom the
standard applies or will apply; and

(b) if the standard applies or will apply to subsidiaries of general
insurers or authorised NOHCs—those insurers or NOHCs.

(2) APRA may also consult with such associations or other bodies
representing the insurers, NOHCs or subsidiaries as APRA
considers appropriate.

(3) If APRA issdtisfied that the delay involved in undertaking
consultation under subsection (1) would materially prejudice the
interests of the policyholders of any general insurers, APRA may,
with the Treasurer’ s written agreement, decide that subsection (1)
does not apply.

(4) APRA isnot required to consult on avariation of a prudential
standard if the variation is only of aminor technical nature.

(5) A prudential standard is not invalid merely because of afailureto
comply with this section.

34 Notification of prudential standards

(1) APRA must ensure that a notice is published in the Gazette as soon
as practicable after APRA makes, varies or revokes a prudential
standard.

(2) The notice must:

() specify whether APRA made, varied or revoked a prudential
standard; and

(b) in the case of the making or varying of a prudential
standard—summarise the purpose and effect of the prudential
standard or variation.

(3) APRA must take reasonable steps to ensure that copies of the
current text of the prudential standards are available for inspection
and purchase.

(4) Anactionisnotinvalid merely because of afailure to comply with
this section.
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35 Obligation to comply with the prudential standards

A general insurer, authorised NOHC or a subsidiary of agenera
insurer or authorised NOHC to whom a prudential standard applies
must comply with the standard.

Division 2—Direction to comply with the prudential
standards

36 Power to make adirection

(1) If APRA issatisfied that ageneral insurer, authorised NOHC or a
subsidiary of ageneral insurer or authorised NOHC:
(a) has breached a prudential standard; or
(b) islikely to breach a prudential standard in away that islikely
to giverise to a prudential risk;

APRA may (in writing) direct the insurer, NOHC or subsidiary to
comply with al or a part of the standard within a specified time.

(2) The general insurer, authorised NOHC or subsidiary must comply
with the direction despite anything in its constitution or in any
contract or arrangement to which it is a party.

(3) APRA may revoke adirection that APRA considersisno longer
necessary or appropriate by giving written notice to the insurer,
NOHC or subsidiary concerned.

37 Offencefor failing to comply with a direction

(1) A general insurer commits an offence if the insurer contravenes a
direction given to it under section 36 to comply with all or a part of
aprudential standard within a specified time.

Maximum penalty: 60 penalty units.

(2) An authorised NOHC commits an offence if the authorised NOHC
contravenes adirection given to it under section 36 to comply with
al or apart of aprudential standard within a specified time.

Maximum penalty: 60 penalty units.

(3) A subsidiary of ageneral insurer or authorised NOHC commits an
offence if the subsidiary contravenes a direction given to it under
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section 36 to comply with all or apart of a prudential standard
within a specified time.

Maximum penalty: 60 penalty units.

(4) An offence against this section is an offence of strict liability.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

Division 3—Monitoring of prudential matters

38 APRA to monitor prudential matters

The functions of APRA include:

(@) callecting and analysing information on prudential matters
concerning general insurers, authorised NOHCs and the
subsidiaries of general insurers and authorised NOHCs; and

(b) encouraging and promoting the carrying out of sound
practicesin relation to prudential matters by general insurers,
authorised NOHCs and the subsidiaries of general insurers
and authorised NOHCs; and

(c) evauating the effectiveness and carrying out of those
practices.

23 Part IV
Repeal the Part, substitute:

Part IV—Auditors, actuaries and accounts
Divison 1—The auditor and actuary of a general insurer

39 Requirement for general insurersto have an auditor and actuary

(1) A generd insurer must have:
(a) an auditor appointed by the insurer; and
(b) an actuary appointed by the insurer.
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Note: A general insurer may be given an exemption from the requirement to
have an actuary (see section 47).

(2) Within 6 weeks after a person stops being the appointed auditor or
actuary of ageneral insurer, the general insurer must appoint
another person to be its auditor or actuary.

(3) A person may only hold an appointment as an auditor or actuary of
agenera insurer if:
(@) APRA has approved the appointment under section 40; and
(b) the approval is current.

(4) An appointment of a person as a general insurer’s auditor or
actuary cannot take effect while an appointment of another person
in that position is current.

40 Approval of an appointment of an auditor or actuary

(1) A general insurer may request in writing that APRA approve:
(a) the appointment of a person as the general insurer’ s auditor;
or
(b) the appointment of a person as the genera insurer’s actuary.

(2) APRA can only approve an appointment of a person as a general
insurer’ s auditor or actuary if:

(8) APRA issatisfied that the person meets the eligibility criteria
for such an appointment set out in the prudential standards;
and

(b) thereisno determination current under section 44
disqualifying the person from holding such an appointment.

(3) APRA must give the insurer notice of its decision:
(a) to approve the person’s appointment; or

(b) to refuse to approve the person’ s appointment, including the
reasons for the refusal.

(4) Part VI appliesto arefusal of APRA to approve aperson’s
appointment.
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41 Compliancewith prudential standards

An auditor or actuary appointed by a general insurer must comply
with the prudential standardsin performing his or her duties or
exercising his or her powers.

42 Revocation of approval

(1) APRA may revoke an approval of a person’s appointment under
section 40 if APRA is satisfied that the person:

(a) hasfailed to perform adequately and properly the functions
and duties of the appointment under this Act or the prudential
standards; or

(b) does not meet one or more of the criteriafor fithess and
propriety set out in the prudential standards; or

(c) does not meet the eligibility criteriafor such an appointment
as set out in the prudential standards.

(2) Therevocation must be in writing and takes effect on the day on
which it is made.

(3) APRA must give acopy of the revocation to the person and to the
general insurer who made the appointment.

(4) Part VI appliesto arevocation under this section.

43 When a person stops holding an appointment

A person stops holding an appointment as a general insurer’s
auditor or actuary if:
(a) the person no longer meets the eligibility criteriafor such an
appointment set out in the prudential standards; or
(b) the approval of the person’s appointment is revoked under
section 42; or
(c) adetermination under section 44 takes effect disqualifying
the person from holding such an appointment; or
(d) the person resigns the appointment by giving written notice
to the insurer; or
(e) theinsurer ends the appointment by giving written notice to
the person.
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44 Disqualification of a person asan auditor or actuary

(1) APRA may determine (in writing) that:
(a) apersonisdisqualified from holding any appointment as an
auditor of ageneral insurer; or
(b) apersonisdisqualified from holding any appointment as an
actuary of ageneral insurer.

(2) APRA may only do so if the person:

(a) hasfailed to perform adequately and properly the functions
and duties of such an appointment under this Act or the
prudential standards; or

(b) otherwise does not meet one or more of the criteriafor fithess
and propriety set out in the prudential standards; or

(c) does not meet the eligibility criteriafor such an appointment
as set out in the prudential standards.

(3) A determination takes effect on the day specified init. That day
must be no more than 28 days after the determination is made.

(4) Assoon as practicable after making a determination disqualifying a
person, APRA must give a copy of the determination to the person
and any affected general insurer.

(5) Part VI appliesto adetermination made by APRA under this
section.

45 When a disqualification may berevoked

(1) APRA may revoke (in writing) a determination under section 44
disgualifying a person on its own initiative or on the application of
the person.

(2) If aperson appliesfor adetermination to be revoked, APRA must:
(a) either revoke, or refuse to revoke, the determination; and
(b) give the person written notice of the decision.

(3) APRA must not revoke a determination disqualifying a person
unlessit is satisfied that the person:

(a) islikely to carry out and perform adequately and properly the
functions and duties of an appointed auditor or actuary (as
the case may be) under this Act and the prudential standards;
and
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(b) meetsall of the criteriafor fitness and propriety set out in the
prudential standards; and

(c) meetsthe digibility criteriafor such an appointment as set
out in the prudential standards.

(4) Assoon as practicable after revoking a determination, APRA must
give acopy of the revocation to the person to whom it relates.

(5) If APRA refusesto revoke a determination, APRA must give
written notice of the refusal, including the reasons for the refusal,
to the person concerned.

(6) Part VI appliesto arefusal of APRA to revoke a determination
under this section.

46 Notification of appointment as an auditor or actuary

(1) Within 14 days after ageneral insurer appoints a person asits
auditor or actuary, the insurer must give APRA written notice of
these matters:

(@) the person’sname;
(b) details of the person’s qualifications and experience;
(c) the date of the appointment;

(d) any other matter specified for the purposes of this section by
the prudential standards.

(2) Within 14 days after a person stops being the appointed auditor or
actuary of ageneral insurer, the insurer must give APRA written
notice of that event (including the date on which it happened and
the reasons for and circumstances of the event).

47 Exemption from requirement to appoint actuary

(1) APRA may determinein writing that one or more general insurers
is exempt from the requirement under paragraph 39(1)(b) to
appoint an actuary.

(1A) Anexemption under subsection (1) may be subject to one or more
conditions specified by APRA in the determination.

(2) APRA must give acopy of adetermination under subsection (1) to
each general insurer to whom it applies.
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(2A) APRA must obtain the Treasurer’ s written agreement before
making a determination under subsection (1).

(3) The prudentia standards may specify that a class of general
insurersis exempt from the requirement in paragraph 39(1)(b) to
appoint an actuary.

(4) An exemption under subsection (3) may be subject to one or more
conditions specified in the prudential standards.

(5) A general insurer commits an offenceif:
(a) theinsurer does, or failsto do, an act; and

(b) doing or failing to do the act results in a contravention of a
condition of the insurer’ s exemption under subsection (1) or

3.
Maximum penalty: 60 penalty units.

(6) An offence against subsection (5) is an offence of strict liability.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

48 Referring mattersto the professional associationsfor approved
auditorsand actuaries

(1) Thissection appliesif APRA:
() revokes under section 42 its approval of aperson’s
appointment as an auditor or actuary of ageneral insurer; or
(b) makes a determination under section 44 disqualifying a
person from holding an appointment as an auditor or actuary
of agenera insurer.

(2) APRA may refer details of the matter to the following:

(a) the Companies Auditors and Liquidators Disciplinary Board
established by Division 1 of Part 11 of the Australian
Securities and Investments Commission Act 2001,

(b) those members of the professional association of the auditor
or actuary whom APRA believes will beinvolved in
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considering or taking any disciplinary or other action
concerning the matter against the auditor or actuary.

(3) When APRA refers the details of a matter, APRA must also give
written notice of the referral, including the nature of the matter, to
the auditor or actuary.

Division 2—Provision of information to APRA

49 Duty of auditorsand actuariesto give information when required

(1) APRA may give written notice to a person who is or was an
auditor or actuary of:

() agenera insurer (whether or not the person was appointed
under section 39); or

(b) an authorised NOHC; or
(c) asubsidiary of ageneral insurer or authorised NOHC;

to give APRA information about the insurer, NOHC or subsidiary
if APRA considers that the provision of the information will assist
APRA in performing its functions under this Act.

(2) The person must comply with the notice and, in doing so, must not
give APRA information that is false or misleading.

(3) A person commits an offenceif the person contravenes
subsection (2).

Maximum penalty: Imprisonment for 6 months, or 100 penalty
units, or both.

(4) A person commits an offence if the person contravenes
subsection (2). Thisis an offence of strict liability.
Maximum penalty: 60 penalty units.

Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

49A Additional duty of auditorsand actuariesto give information

(1) Thissection appliesto aperson who is or was an auditor or actuary
of:
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() agenera insurer (whether or not the person was appointed
under section 39); or

(b) an authorised NOHC; or
(c) asubsidiary of ageneral insurer or authorised NOHC.

(2) If the person has reasonable grounds for believing that:
(@) theinsurer, NOHC or subsidiary isinsolvent, or thereisa
significant risk that it will become insolvent; or
(b) theinsurer, NOHC or subsidiary hasfailed to comply with
the prudential standards or:

(i) inthe case of an insurer—the insurer has failed to
comply with a condition of its authorisation under
section 12; or

(i) in the case of an authorised NOHC—the NOHC has
failed to comply with a condition of its authorisation
under section 18; or

(c) theinsurer, NOHC or subsidiary has failed to comply with a
requirement or direction under this Act or arequirement
under the Financial Sector (Collection of Data) Act 2001; or

(d) an existing or proposed state of affairs may materially
prejudice the interests of:

(i) inthe case of an auditor or actuary of a general insurer
or of asubsidiary of ageneral insurer—the insurer’s
policyholders; or

(i) inthe case of an auditor or actuary of an authorised
NOHC or of asubsidiary of an authorised NOHC—the
policyholders of any general insurer who is a subsidiary
of the NOHC; or

(e) the generd insurer, NOHC or subsidiary:

(i) has contravened this Act or any other law; and

(ii) the contravention is of such a nature that it may affect
significantly the interest of policyholders of the general
insurer or of ageneral insurer that is asubsidiary of the
NOHC,

the person must give APRA information (in writing) about the
matter unless there is a determination in force under subsection
7(1) that this subsection does not apply to the person.

(3) A person commits an offenceif the person contravenes
subsection (2).
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Maximum penalty: Imprisonment for 6 months, or 100 penalty
units, or both.

(4) A person commits an offenceif the person contravenes
subsection (2). Thisis an offence of strict liability.

Maximum penalty: 60 penalty units.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note2:  Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

49B Auditor or actuary may give information to APRA

A person who is or was an auditor or actuary of:

(@) ageneral insurer (whether or not the person was appointed
under section 39); or
(b) an authorised NOHC; or
(c) asubsidiary of ageneral insurer or authorised NOHC;
may give information to APRA about the insurer, NOHC or
subsidiary if the person considers that giving the information will

assist APRA in performing its functions under this Act or the
Financial Sector (Collection of Data) Act 2001.

49C Indemnity

A person who, in good faith and without negligence, gives
information to APRA in accordance with this Division is not
subject to any action, claim or demand by, or any liability to, any
other person in respect of the information.

49D Sdf incrimination

(1) Anindividual is not excused from complying with a requirement
under section 49 or 49A to give information on the ground that
doing so would tend to incriminate the individual or make the
individual liable to a penalty.

(2) Theinformation given by the individual in compliance with such a
requirement is not admissible in evidence against the individual in
acriminal proceeding or a proceeding for the imposition of a
penalty, other than a proceeding in respect of the falsity of the
information, if:
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(a) before giving the information, the individual claims that
giving the information might tend to incriminate the
individual or make the individual liable to a penalty; and

(b) giving theinformation might in fact tend to incriminate the
individual or make the individual liable to a penalty.

Division 3—Actuarial investigation required by APRA

49E Actuarial investigation of liabilities

(1) APRA may give written notice to ageneral insurer requiring it to
appoint, at the insurer’s expense, an actuary (other than the actuary
appointed in accordance with section 39) to:

(a) investigate al or a specified part of the insurer’ sliabilities as
at aparticular time; and
(b) produce awritten report.

Note: Only certain persons can be appointed as an actuary for the purposes
of this section (see section 49G).

(2) The actuary must not be an officer (within the meaning of the
Corporations Law) of the general insurer.

(3) Within 7 days after the general insurer is given the notice, it must
appoint the actuary and advise APRA (in writing) of the actuary’s
name.

(4) Within 7 days after being notified of an actuary’s name, APRA
may give written notice to the general insurer that the actuary is not
acceptable to APRA. The insurer must then, within 7 days:

(@) appoint adifferent actuary; and
(b) advise APRA (inwriting) of the name of that actuary.

(5) Subsection (4) applies whether the notification of the actuary’s
name is under subsection (3) or paragraph (4)(b).

(6) The genera insurer must ensure that the actuary’ s report is given to
APRA:
(@) within 30 days after APRA gave the notice under
subsection (1) requiring an actuary to be appointed; or
(b) within such further time as APRA allows in writing.

General Insurance Reform Act 2001 No. 119, 2001 41



Schedule 1 Amendment of the Insurance Act 1973

(7) The actuary’sreport must be signed by the actuary and contain a
statement of the actuary’s opinion about each of the following:

(a) the adequacy of all or part of the amount specified in the
general insurer’s accountsin respect of itsliabilities, and the
amount that the actuary considers would be adequate in the
circumstances;

(b) the accuracy of any relevant valuations made by the actuary;

(c) the assumptions used by the actuary in making those
valuations;

(d) therelevance, appropriateness and accuracy of the
information on which those val uations were based;

(e) any other matter in respect of which the prudential standards
require a statement of the actuary’s opinion to be included in
the report.

49F Offencefor contravening section 49E

(1) A general insurer commits an offenceif:

(8) APRA requirestheinsurer to appoint an actuary under
section 49E; and

(b) theinsurer:
(i) failsto do so within the time required by that section; or

(ii) if theinsurer isrequired under subsection 49E(4) to
appoint a different actuary—fails to appoint that actuary
within the time required by that subsection.

Maximum penalty: 100 penalty units.

(2) A general insurer commits an offence if:

(@) APRA requiresthe insurer to appoint an actuary under
section 49E; and

(b) theinsurer:
(i) failsto do so within the time required by that section; or

(ii) if theinsurer isrequired under subsection 49E(4) to
appoint a different actuary—fails to appoint that actuary
within the time required by that subsection.

Thisis an offence of strict liability.

Maximum penalty: 60 penalty units.
Note 1: For strict liability, see section 6.1 of the Criminal Code.
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Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

49G Who can be appointed as a section 49E actuary

(1) A person can only be appointed as an actuary for the purposes of
section 49E if the person is ordinarily resident in Australia and:
(a) the personisakellow of The Institute of Actuaries of
Australig; or
(b) APRA has approved (in writing) the person as an actuary for
the purposes of section 49E.

(2) APRA may only approve a person if APRA is satisfied that the
person has actuarial qualifications and experience that make the
person fit to perform the functions of an actuary for the purposes of
section 49E.

49H Delegate sdecision to extend timefor providing actuary’s
report

(1) If adelegate of APRA decidesto allow, or refuse to alow, further
time under paragraph 49E(6)(b), the general insurer concerned may
reguest that APRA reconsider the delegate’ s decision.

(2) Therequest must:

(a) beinwriting and include the reasons for making the request;
and

(b) be made within 7 days after the day on which theinsurer is
notified of the decision.

(3) Within 7 days of receiving the request, APRA must reconsider the
decision and may confirm, revoke or vary the decision. APRA
must give written notice to the insurer of the result of the
reconsideration.

(4) If APRA does not confirm, revoke or vary the decision before the
end of the 7 day period, APRA istaken to have confirmed the
decision.
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Divison 4—Role of auditor and actuary of a general
insurer

49J Auditor’srole

(1) Theauditor of ageneral insurer appointed in accordance with
section 39 must:

(a) audit theinsurer’syearly statutory accounts; and

(b) perform for the insurer the functions of an auditor set out in
the prudential standards; and

(c) prepare, and giveto theinsurer, the reports (if any) required
by the prudentia standards to be prepared by the auditor.

(2) The general insurer must make the arrangements that are necessary
to enable the auditor to do those things.

(3) The auditor must give the general insurer a certificate relating to
the yearly statutory accounts. The certificate must contain
statements of the auditor’ s opinion on the matters required by the
prudential standardsto be dealt with in the certificate.

(4) Thereportsthat the prudential standards require the auditor to
prepare must deal with all of the matters required by the prudential
standards to be dealt with in the reports.

49K Actuary’srole

(1) The actuary of ageneral insurer appointed in accordance with
section 39 must:
(@) perform for the insurer the functions of an actuary set out in
the prudential standards; and
(b) prepare, and give to the insurer, the reports (if any) required
by the prudentia standards to be prepared by the actuary.

(2) The general insurer must make the arrangements that are necessary
to enable the actuary to do those things.

(3) Thereportsthat the prudential standards require the actuary to
prepare must deal with all of the matters required by the prudential
standards to be dealt with in the reports.
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49L Lodgment of auditor’s certificate and actuary’sreports

(1) A general insurer must, in accordance with the prudential
standards, lodge with APRA:

(a) asection 49J certificate relating to the yearly statutory
accounts for each financia year of the insurer; and

(aa) thereportsreferred to in section 49J; and
(b) thereportsreferred to in section 49K.

Maximum penalty: 60 penalty units.

(2) Subsection (1) isan offence of strict liability.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note2:  Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

Division 5—Accounts

49M Direction to provide amount for liabilities

(1) APRA may give awritten direction to ageneral insurer to provide,
or further provide, in its accounts for the purposes of this Act
(including the prudential standards):

() aspecified amount; or
(b) an amount determined in a specified way;
in respect of itsliabilities.

(2) However, APRA may only give adirection if APRA hasthe
Treasurer’ s written agreement to do so.

(3) Thedirection must specify:
(@) aperiod for providing the amount in its accounts (which must
be at least 21 days after the direction is given to the insurer);
and

(b) whether it applies on an interim basis or otherwise.

(4) APRA may vary or revoke the direction, by giving written notice
to the general insurer, if:

General Insurance Reform Act 2001 No. 119, 2001 45



Schedule 1 Amendment of the Insurance Act 1973

(&) APRA considers that the direction should be varied or is ho
longer necessary; and
(b) the Treasurer gives hisor her written agreement.

APRA may do so on its own initiative or on the application of the
insurer.

(5) If agenera insurer appliesfor adirection to be varied or revoked,
APRA must:

(a) either vary or revoke, or refuseto vary or revoke, the
direction; and

(b) give the person written notice of APRA’s decision about
varying or revoking the direction.

(6) A direction ceasesto have effect on the commencement of the
winding up of the general insurer concerned.

(7) To avoid doubt, this section has effect for the purposes of this
Division, the prudential standards and the Financial Sector
(Collection of Data) Act 2001.

49N Direction concer ning value of assets

(1) If APRA isnot satisfied that a general insurer has worked out the
value of an asset of the insurer in accordance with the prudential
standards, APRA may give awritten direction to the insurer that
the asset’ s value isinstead the value specified in the direction.

(2) However, APRA may only give adirection if APRA hasthe
Treasurer’ s written agreement to do so.

(3) APRA may vary or revoke the direction, by giving written notice
to the generd insurer, if:

(@) APRA considers that the direction should be varied or is ho
longer necessary; and

(b) the Treasurer gives hisor her written agreement.

APRA may do so on its own initiative or on the application of the
insurer.

(4) If agenera insurer appliesfor adirection to be varied or revoked,
APRA must:

(a) either vary or revoke, or refuse to vary or revoke, the
direction; and
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(b) givetheinsurer written notice of APRA’s decision about
varying or revoking the direction.

(5) To avoid doubt, this section has effect for the purposes of this
Division, the prudential standards and the Financial Sector
(Collection of Data) Act 2001.

49P Failureto comply with directions

(1) A genera insurer commits an offence if the insurer contravenes a
direction given to it under section 49M or 49N.

Maximum penalty: 60 penalty units.

(2) An offence against this section is an offence of strict liability.
Note 1: For strict liability, see section 6.1 of the Criminal Code.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

49Q Keeping of accounting records

(1) The accounting records that a general insurer keeps for the
purposes of this Act (including the prudential standards) must be
kept:

(a) inAustralia; and

(b) inwriting in the English language or in aform in which they
are readily accessible and readily convertible into writing in
the English language.

(2) A general insurer commits an offence if the insurer contravenes
this section.

Maximum penalty: 200 penalty units.

Note 1: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 2: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

24 Part IVA
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Repeal the Part.

25 Subsection 50(1) (definition of affairs)

After “body corporate” (first occurring), insert “that is a general insurer,
authorised NOHC or the subsidiary of ageneral insurer or authorised
NOHC".

26 Subsection 50(1) (definition of prescribed person)

After “body corporate” (first occurring), insert “that is a genera insurer,
authorised NOHC or the subsidiary of ageneral insurer or authorised
NOHC, or a body corporate associated with another body corporate”.

27 Subsection 50(1) (paragraph (b) of the definition of
prescribed person)

Omit “banker,”.

28 Paragraph 50(2)(a)

Omit “carries on insurance business’, substitute “is a general insurer or
authorised NOHC”.

29 Subsection 50(3)
Repeal the subsection.

30 Subsection 51(1)

Omit al the words from and including “Where” to and including
“may:”, substitute:

Where:
(ad) it appearsto APRA that a body corporate that is a general
insurer or authorised NOHC:
(i) is, orislikely to become, unable to meet its liabilities;
or
(ii) has contravened or failed to comply with a provision of
this Act or a condition or direction applicable under this
Act; or
(ab) it appearsto APRA that thereis, or there may be, arisk to the
security of the general insurer’s or authorised NOHC's
assets; or
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(ac) it appearsto APRA that thereis, or there may be, a sudden
deterioration in the general insurer’s or authorised NOHC' s
financia condition; or

(ad) the Treasurer agrees, in writing, to the giving of a notice
under this subsection;

APRA may:

32 Subsection 51(2)
Omit “connected with”, substitute “a subsidiary of”.

33 Paragraph 51(2)(c)

Omit “connected body corporate” (twice occurring), substitute
“subsidiary”.

34 Paragraph 51(2)(d)
Omit “connected body corporate”, substitute “subsidiary”.

35 Subsections 51(3) and (4)
Repeal the subsections.

36 Subsection 52(1)

Omit all the words from and including “Where” to and including “this
Act;”, subgtitute:

Where:

(ad) it appearsto APRA that abody corporate that is a general
insurer or authorised NOHC:
(i) is, orislikely to become, unable to meetsits liabilities;
or
(ii) has contravened or failed to comply with a provision of
this Act or a condition or direction applicable to it under
this Act; or
(ab) it appearsto APRA that thereis, or there may be, arisk to the
security of ageneral insurer’s or authorised NOHC' s assets;
or

(a) it appearsto APRA that thereis, or there may be, a sudden

deterioration in ageneral insurer’s or authorised NOHC' s
financial condition; or

General Insurance Reform Act 2001 No. 119, 2001 49



Schedule 1 Amendment of the Insurance Act 1973

(b) the Treasurer agrees, in writing, to the giving of anotice
under this subsection;

Note:  The heading to section 52 is altered by omitting “body cor porate’ and substituting
“general insurer, authorised NOHC or subsidiary”.

36A Subsection 52(1)
Omit “, on specified grounds”.

36B After subsection 52(1)
Insert:

(1AA) A notice under subsection (1) must specify which of paragraphs
1(aa), (ab), (a) or (b) isbeing relied on to give the notice.

(1AB) Despite subsection (1), APRA may specify a period of lessthan 14
daysin anotice under that subsection if the Treasurer has agreed,
in writing, to the lesser period being specified.

37 Subsection 52(1A)
Omit “connected with”, substitute “a subsidiary of”.

38 Subsection 52(1B)

Omit “connected with a body corporate authorised under this Act to
carry on insurance business’, substitute “a subsidiary of a body
corporate that is ageneral insurer or authorised NOHC".

39 Subsection 52(1B)
Omit “first-mentioned body corporate”, substitute “subsidiary”.

40 Subsection 54(1)

Omit “with which the body corporate is connected”, substitute “that isa
subsidiary of the body corporate”.

41 Paragraph 54(1)(a)
Omit “other body corporate”, substitute “subsidiary”.

41A Subsection 55(1)

After “body corporate” (first occurring), insert “that is a general insurer,
authorised NOHC or the subsidiary of ageneral insurer or authorised
NOHC".
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Note:  The heading to section 55 is altered by omitting “the” (wherever occurring).

41B Subsection 55(1)

Omit “the whole or part of the affairs of which APRA or the inspector
isinvestigating”.

41C After subsection 55(1)
Insert:

(1A) APRA or the inspector may give anotice to a prescribed personin
relation to abody corporate only if:

(@) APRA or the inspector isinvestigating the whole or part of
the affairs of the body corporate or a body corporate that is
associated with that body corporate; or

(b) thenoticeisgiven for the purposes of APRA’s monitoring
functions under section 38.

41D Paragraph 59(1)(b)
Repeal the paragraph, substitute:

(b) aninspector may by signed instrument delegate his or her
powers to:

(i) an APRA staff member, within the meaning of the
Australian Prudential Regulation Authority Act 1998; or

(ii) apersonincluded in aclass of persons approved in
writing by APRA for the purposes of this subparagraph.

42 Paragraph 60(2)(b)

Omit “authorised under this Act to carry on insurance business’,
substitute “a general insurer or authorised NOHC”.

43 Subparagraph 60(2)(c)(i)
Repeal the subparagraph, substitute:
(i) if the body corporate is a general insurer or authorised

NOHC—uwhether it should continue to be a general
insurer or authorised NOHC; and

44 Subsection 62(1)

Omit “authorised under this Act to carry on insurance business’,
substitute “a genera insurer or authorised NOHC”.
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45 Paragraph 62(1)(g9)

Omit “in respect of unearned premiums or claims or in respect of both
unearned premiums and claims’, substitute “in its accounts for
liabilitiesin respect of insurance business carried on in Australia’.

46 Paragraph 62(1A)(a)

Omit “(the connected body) that is connected with a body corporate
(the authorised body) for the purposes of Part IVA”, substitute “that isa
subsidiary of abody corporate that is a general insurer or authorised
NOHC".

47 Subparagraph 62(1A)(b)(i)
Omit “authorised body”, substitute “insurer or NOHC".

48 Subparagraph 62(1A)(b)(ii)
Omit “connected body”, substitute “subsidiary”.

49 After subparagraph 62(1A)(b)(ii)
Omit “served on the connected body”, substitute “served on the
subsidiary”.

50 Paragraphs 62(1A)(c) to (f)
Omit “the body” (wherever occurring), substitute “the subsidiary”.

51 Subsection 62(6)

Omit “body corporate’, substitute “general insurer, authorised NOHC
or the subsidiary of agenera insurer or authorised NOHC”.

52 Subsection 63(1) (definition of person affected by a
reviewable decision of the Treasurer or APRA)

Repeal the definition, substitute:

person affected by a reviewable decision of the Treasurer or
APRA, in relation to areviewable decision of the Treasurer or
APRA, means:
(a) inthe case of adetermination under subsection 93(3)—
Lloyd sor any Lloyd’ s underwriter; or
(b) in any other case—the person in relation to whom the
decision was made.
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52A Paragraph 93(10)(c)

Omit “Acts Interpretation Act 1901-1966", substitute “ Acts
Interpretation Act 1901”.

53 Section 94
Omit “section 21", substitute “section 9 or 10”.

54 Section 99
Repeal the section, substitute:

99 Operation of Stateand Territory laws on section 10

(1) Itistheintention of the Parliament that section 10 (which provides
that a body corporate or Lloyd’s underwriter commits an offencein
certain circumstances) is not to apply to the exclusion of alaw of a
State or Territory.

(2) However, section 10 appliesto the exclusion of alaw of a State or
Territory to the extent that the effect of the law isto authorise:

() abody corporate or aLloyd’s underwriter to carry on
insurance business generally; or

(b) abody corporate that is not a general insurer to carry on
specified insurance business or to carry on insurance business
included in a specified class of insurance business.

55 Section 102
Omit “Part IV”, substitute “this Act”.

Note:  The heading to section 102 is replaced by the heading “L aws about accounts or
accounting records’.

56 Section 114
Repeal the section.

57 Subsections 115(1) and (2)
Repeal the subsections, substitute:

(1) For the purposes of this Act, APRA or a person authorised (in
writing) by APRA for the purposes of this section may:
() require an officer of ageneral insurer, authorised NOHC or
the subsidiary of an authorised insurer or authorised NOHC
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to produce to APRA or the person information, books,
accounts or documents in respect of the general insurer,
authorised NOHC or subsidiary of ageneral insurer or
authorised NOHC; and

(b) inspect, take extracts from and make copies of any such
books, accounts or documents.

(2) For the purpose of considering an application made (whether
before or after the commencement of this subsection) by a body
corporate for an authorisation to carry on insurance business or
NOHC authorisation, APRA or a person authorised (in writing) by
APRA for the purposes of this section may:

(a) requirean officer of the body corporate to produce to APRA
any information, books, accounts or documents in respect of
the body corporate; and

(b) inspect, take extracts from and make copies of any such
books, accounts or documents.

Note:  The heading to section 115 is atered by omitting “books’ and substituting
“infor mation, books, accounts or documents’.

58 Subsection 115A(1)

Omit “authorised under this Act to carry on insurance business, or a
body corporate with which abody corporate so authorised is connected
for the purposes of Part IVA,”, substitute “that is a general insurer,
authorised NOHC or the subsidiary of agenera insurer or authorised
NOHC".

59 Paragraph 115A(2)(a)

Omit “authorised under this Act to carry on insurance business, or a
body corporate with which abody corporate so authorised is connected
for the purposes of Part IVA,”, substitute “that is a general insurer,
authorised NOHC or the subsidiary of agenera insurer or authorised
NOHC".

60 Section 116
Repeal the section, substitute:

116 General insurer not to carry on insurance business after start of
winding up

(1) If agenera insurer is started to be wound up:
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(a) theinsurer must not carry on insurance business after the
start of the winding up; and

(b) APRA must ensure that a notice is published in the Gazette
stating that the insurer is no longer alowed to carry on
insurance business because of the start of the winding up.

(2) A general insurer doesn’t contravene subsection (1) merely
because it is carrying on business for the purpose of discharging
liabilities assumed by it before the start of the winding up.

(3) Inthewinding up of ageneral insurer, the insurer’s assetsin
Australia must not be applied in the discharge of its liabilities other
than itsliabilitiesin Australiaunlessit has no liabilitiesin
Austraia

Note: Section 116A deals with assets and liabilitiesin Australia.

(4) Nothing in this section affects the validity of a contract entered into
by ageneral insurer after it is started to be wound up.

(5) Thissection has effect and must be complied with despite anything
in any law of a State or Territory.

116A Assetsand liabilitiesin Australia

(1) For the purposes of section 28 (General insurer must hold
sufficient assets), an amount is taken to be an asset in Australia of a
general insurer if:

(a) theinsurer expectsto recover the amount under a contract of
reinsurance entered into with a person who is outside
Australia; and

(b) the amount relatesto claimsin respect of liabilitiesin
Australia of the insurer, whether or not the claims have been
paid by theinsurer; and

(c) under the terms of the contract, payments by way of
reinsurance are to be made in Australia.

(2) For the purposes of section 116 (General insurer not to carry on
insurance business after start of winding up) and section 28, a
liability istaken to be aliability in Australia of ageneral insurer if
it is undertaken by the insurer under a contract of insurance
(including reinsurance) made in Australia or in respect of which a
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proposal was accepted or apolicy issued in Australia, other than a
contract:

(a) that relates only to aliability contingent on an event that can
happen only outside Australia, not being aliability that the
body corporate has undertaken to satisfy in Australia; or

(b) if theinsurer carries on insurance business both in and
outside Australia—that relates only to aliability that the
insurer has undertaken to satisfy outside Australia.

(3) For the purposes of section 28, aliability is aso taken to be a
liability in Australia of ageneral insurer if it is undertaken by the
insurer under a contract of insurance (including reinsurance) made
outside Australia or in respect of which a proposal was accepted or
apolicy issued outside Australia, if the contract:

(a) relatesto aliability contingent on an event that can happen
only in Australia; or
(b) if theinsurer carries on insurance business both in and
outside Australia—relates to a liability that the insurer has
undertaken to satisfy in Australia;
and any part of the negotiations or arrangements leading to the
making of the contract, the acceptance of the proposal or the issue
of the policy took place or were made in Australia.

(4) For the purposes of section 116 and section 28, unless the contrary
intention appears, areference to liabilities of abody corporate
includes areference to provision for liabilities made in its
accounts, or directed in accordance with section 49M to be made,
but does not include:

(a) aliability in respect of share capital; or
(b) where the body corporate is registered under the Life
Insurance Act 1995, aliability that is, in accordance with that
Act:
(i) referableto aclassof lifeinsurance business carried on
by the body corporate in respect of which it has
established a statutory fund under that Act; or

(ii) charged on any of the assets of such a statutory fund.

(5) Thewhole or such part as APRA determines of an amount owed to
abody corporate by way of portions of premiums retained under a
contract of reinsurance by a person outside Australia are, for the
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purposes of section 28, to be taken to be an asset in Australia of the
body corporate.

(6) Where:
(a) adetermination has been made under subsection (5); and

(b) it appears at any time to APRA that the determination is no
longer necessary or should be varied;

APRA must, by notice in writing served on the body corporate
concerned, revoke or vary the determination, as the case may be.

61 Section 117
Repeal the section, substitute:

117 Addressfor servicein Australia

(1) A body corporate that is not incorporated in Australia and:
(a) isaforeign genera insurer; or
(b) isasubsidiary of aforeign general insurer;
must, at all times, have an address for service in Australiafor the
purposes of this Act.

(2) An address becomes the address for service for the insurer or
subsidiary when written notice of the addressis given to APRA.
(The address continues to be the address for service until APRA is
given written notice of another address.)

62 Section 117A
Repeal the section.

63 Subsection 118(1)
Repeal the subsection, substitute:

(1) A body corporate that is not incorporated in Australia and:
(a) isaforeign genera insurer; or
(b) isasubsidiary of aforeign general insurer;
must, at al timeswhileit is such an insurer or subsidiary, be
represented for the purposes of this Act by an individual resident in
Australia and appointed by it asits agent for the purposes of this
Act.

64 Section 119

General Insurance Reform Act 2001 No. 119, 2001 57



Schedule 1 Amendment of the Insurance Act 1973

Repeal the section.

65 Section 120
Omit “subsection 21(3)”, substitute “ subsection 10(2)”".

65A Subsection 122(1)

Omit “ Authorized Insurers’, substitute “ General Insurers and
Authorised NOHCs".

65B Paragraph 123(1)(a)

Omit “Authorized Insurers’, substitute “ Genera Insurers and
Authorised NOHCs".

66 Paragraph 123(1)(aa)
Omit “section 48", substitute “section 49L".

66A After section 125
Insert:

126 Acceptance and enfor cement of undertakings

(1) APRA may accept awritten undertaking given by aperson in
connection with a matter in relation to which APRA has afunction
or power under this Act.

(2) The person may withdraw or vary the undertaking at any time, but
only with APRA’ s consent.

(3) If APRA considersthat the person who gave the undertaking has
breached any of itsterms, APRA may apply to the Federal Court
for an order under subsection (4).

(4) If the Federa Court is satisfied that the person has breached aterm
of the undertaking, the Federal Court may make all or any of the
following orders:

(@) an order directing the person to comply with that term of the
undertaking;

(b) an order directing the person to pay to the Commonwealth an
amount up to the amount of any financial benefit that the
person has obtained directly or indirectly and that is
reasonably attributable to the breach;
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(c) any order that the Federal Court considers appropriate
directing the person to compensate any other person who has
suffered loss or damage as aresult of the breach;

(d) any other order that the Federal Court considers appropriate.

66B Before section 128
Insert:

127 Severability

(1) Without prejudiceto its effect apart from this section, this Act also
has effect as provided by this section.

(2) ThisAct has, by force of this subsection, the effect it would have if
reference to aNOHC in relation to a body corporate were
expressly limited to areference to aNOHC of agenerd insurer.

(3) ThisAct has, by force of this subsection, the effect it would have if
the Act separately provided as mentioned in the following
paragraphs:

(a) the Act has effect asif areference to asubsidiary of ageneral
insurer were expressly limited to areference to such a
subsidiary that is a corporation to which paragraph 51(xx) of
the Constitution applies;

(b) thisAct has effect asif areference to asubsidiary of a
general insurer were expressly limited to areference to such
asubsidiary that carries on banking with respect to which the
Parliament has the power to make laws under paragraph
51(xiii) of the Constitution.

(4) ThisAct has, by force of this subsection, the effect it would have if
the Act separately provided as mentioned in the following
paragraphs:

(a) the Act has effect asif areference to a subsidiary of an
authorised NOHC were expressly limited to areferenceto
such asubsidiary that is a corporation to which paragraph
51(xx) of the Constitution applies;

(b) thisAct has effect asif areference to a subsidiary of an
authorised NOHC were expressly limited to areference to
such asubsidiary of an authorised NOHC, being aNOHC
that carries on banking with respect to which the Parliament
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has the power to make laws under paragraph 51(xiii) of the
Constitution.

67 Subsections 128(1) and (3)
Repeal the subsections.
Note:  The heading to section 128 is replaced by the heading “ Signing of documents’.

68 After section 128
Insert:

128A Continuing offences

(1) This section appliesto an offence under section 7A, 9, 10, 14, 20,
28, 37 or 49P.

(2) If APRA considersthat a person has done an act or failed to do an
act in circumstances that give rise to the commission of an offence
to which this section applies, APRA may give the person awritten
notice that APRA considers the person may have committed the
offence.

(3) A person:

(a) who does an act or failsto do an act in circumstances that
giverise to the commission of an offence to which this
section applies; and

(b) receives a notice under subsection (2) in respect of the
offence;

also commits the offence in respect of each day, after the person
receives the notice, on which the circumstances that gave rise to
the commission of the offence continue (including the day of
conviction for the offence or any later day).

Notel:  Thissection does not affect the application of section 4K of the
Crimes Act 1914 to offences against this Act or the regulations.

Note 2: Chapter 2 of the Criminal Code sets out the general principles of
criminal responsibility.

Note 3: If abody corporate is convicted of an offence against this section,
subsection 4B(3) of the Crimes Act 1914 allows a court to impose a
fine of up to 5 times the penalty above.

69 Subsection 129A
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70

Note:

71

72

73

74

75

76

77

78

79

80

Omit “subsection 21(1), (2) or (3), 31(3F), 62(9), 106(2) or 109(3)",
substitute “section 9, 10 or 49M or subsection 62(9)”.

Subsections 129C(1) and (1A)

Omit “body corporate authorised to carry on insurance business under
this Act”, substitute “general insurer”.

The heading to section 129C is altered by omitting “Bodies cor porate” and substituting
“General insurers’.

Subsection 129D(1)

Omit “body corporate authorised to carry on insurance business under
this Act”, substitute “general insurer”.

Subsection 129D(1)
Omit “of Australia”.

Paragraphs 129D(1)(a) and (b)
Omit “body corporate” (twice occurring), substitute “insurer”.

Subsection 129D(2)

Omit “body corporate authorised to carry on insurance business under
this Act”, substitute “general insurer”.

Subsection 129D(2)
Omit “the body corporate” (twice occurring), substitute “the insurer”.

Subsection 129D(2)
Omit “of Austraia’.

Subsection 129D(7)
Omit “body corporate” (first occurring), substitute “general insurer”.

Paragraphs 129D(7)(a) and (b)
Omit “the body corporate” (twice occurring), substitute “the insurer”.

Subsection 129D(8)
Omit “body corporate” (first occurring), substitute “general insurer”.

Subsection 129D(8)
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Omit “the body corporate”, substitute “the insurer”.

81 Section 131
Omit “or 105".
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Schedule 2—Transitional provisions

1 Definitions

In this Schedule;

commencement means the commencement of the amendments of the
Insurance Act 1973 made by Schedule 1.

new Act means the Insurance Act 1973 asin force immediately after the
commencement.

old Act meansthe Insurance Act 1973 asin force immediately before
the commencement.

transition period means the period starting on the commencement and
ending 2 years after the commencement.

2 Early applications for authorisation to carry on insurance

(D)

(2)

business

For the purpose of allowing applications for an authorisation to carry on
insurance business to be made and dealt with before the
commencement:

(a) Division 2 of Part 111 of the new Act; and

(b) any other provisions of the new Act so far asthey relateto

making or dealing with such applications;

apply after this Act receives the Roya Assent asif those provisions had
come into operation at that time.

An authorisation given before the commencement takes effect on the
day specified (inwriting) by APRA. That day must not be before the
commencement.

3 Early approvals of auditors and actuaries

(1)

For the purpose of allowing a general insurer to appoint an auditor or
actuary, and APRA to approve such an appointment, under the new Act
before the commencement:

(a) Division 1 of Part 1V of the new Act; and

(b) any other provisions of the new Act so far asthey relateto
such appointments,
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(2)

apply after this Act receives the Roya Assent asif those provisions had
come into operation at that time.

An appointment made or approval given before the commencement
takes effect on the day specified (in writing) by APRA. That day must
not be before the commencement.

3A Effect of authority under old Act

(D

)

An authority to carry on insurance business granted to a body corporate
under section 23 or 24 of the old Act ceases to be in force immediately
after an authority is granted to the body corporate under section 12 of
the new Act.

However, subitem (1) is subject to any determination under item 4 in
respect of the body corporate.

4 Application of the old Act during the transition period

(D

(2

3
(4)

APRA may determine that all or specified provisions of the old Act
continue to apply to a person or class of persons for a specified period
during the transition period.

The determination may include a different specified period in respect
of:

(a) different provisions of the old Act; or
(b) different persons or classes of persons.

The determination may be made subject to specified conditions.

A copy of the determination must be published in the Gazette and, on
Gazette publication, has effect according to its terms.

5 Application of the new Act during the transition period

(D

(2)

APRA may determine that all or specified provisions of the new Act do
not apply to a person or class of persons for a specified period during
the transition period.

The determination may include a different specified period in respect
of:

(a) different provisions of the old Act; or
(b) different persons or classes of persons.
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3 The determination may be made subject to specified conditions.

4 A copy of the determination must be published in the Gazette and, on
Gazette publication, has effect according to its terms.

6 Body corporate covered by both the old Act and the new
Act

(D] Thisitem appliesif during the transition period:
() abody corporate:
(i) isauthorised under the old Act to carry on insurance
business; or
(ii) isageneral insurer under the new Act; and
(b) the effect of determinations under items 4 and 5 is that

provisions of both the old Act and the new Act apply to the
body corporate.

()] While the determinations have that effect:

(a) if the body corporate is not authorised under the old Act to
carry on insurance business—it is taken to be so authorised
for the purposes of the provisions of the old Act that apply to
the body corporate; and

(b) if the body corporate is not ageneral insurer under the new
Act—it is taken to be a general insurer for the purposes of the
provisions of the new Act that apply to the body corporate.

7 Direction to assign liabilities

(D) Thisitem applies to a body corporate if:

(@) during the transition period, the body corporate is authorised
under the old Act to carry on insurance business because of a
determination under item 4; and

(b) APRA considersit appropriate to vary or revoke the
determination so that the body corporate will no longer be so
authorised; and

(c) the body corporate is not ageneral insurer under the new
Act; and

(d) the body corporate has liabilities in respect of insurance
business carried on by it in Australia.

2 Thisitem also applies to a body corporate if:

General Insurance Reform Act 2001 No. 119, 2001 65



Schedule 2 Transitional provisions

3

(a) during the transition period, the body corporate is authorised
under the old Act to carry on insurance business because of a
determination under item 4; and

(b) asat 3 months before the end of the transition period, the
body corporate is not a general insurer under the new Act;
and

(c) the body corporate hasliabilitiesin respect of insurance
business carried on by it in Australia.

Section 17 of the new Act (which alows APRA to direct the
assignment of liabilities) is taken to apply to the body corporate as
though:
(a) the body corporate' s authorisation under the old Act to carry
on insurance business were an authorisation under the new
Act to carry on insurance business; and
(b) APRA considered that it would revoke the authorisation if
the body corporate had no liabilities in respect of insurance
business carried on by it in Australia.

8 Auditors may be taken to be appointed under the new Act

(1)

)

3

APRA may determine (in writing) that a person who was, immediately
before the commencement, acting in accordance with the old Act asa
body corporate’ s auditor, is:

() onand after the commencement; or
(b) onand after a specified day during the transition period;

taken to have been appointed as the body corporate’ s auditor in
accordance with section 39 of the new Act.

APRA may only make the determination with the person’s written
agreement.

APRA must give a copy of the determination to the person and the body
corporate to which the person is taken to have been appointed.

9 Actuarial investigation under the old Act

If APRA has given abody corporate notice under subsection 48A(2) of
the old Act, and areport under section 48A has not been given to APRA
before the commencement, sections 48A and 48B of the old Act
continue to apply to the body corporate on and after the commencement
until the report is given to APRA.

66
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10 Directions to deal with the transition

(D] For the purpose of dealing with the transition from the old Act to the
new Act, APRA may give written directions during the transition period
to:

(@) apersonto whom some or all of the old Act continues to
apply during the transition period because of a determination
under item 4; or

(b) aperson to whom some or all of the new Act does not apply
during the transition period because of a determination under
item 5; or

(c) aperson towhom some or all of the new Act applies.

2 A person to whom a direction is given under subitem (1) must comply
with the direction within the time specified in the direction.

10A Application of the old and new Act to certain insurers
after the end of the transition period

(D) Items 4, 5, 6, 7, 8, 9 and 10 continue to apply (with the modifications
mentioned in subitem (2)) to a body corporate at atime after the end of
the transition period if:

(a) the body corporate:

(i) isauthorised under the old Act to carry on insurance
business; or
(ii) isagenera insurer under the new Act; and

(b) APRA issatisfied at that time that the body corporateis
carrying on insurance businessin Australiafor the sole
purpose of discharging liabilities that arose before the end of
the transition period.

2 Items 4, 5, 6, 7, 8, 9 and 10 continue to apply to the body corporate as
if:

(@) areferencein those itemsto the transition period included a

reference to times after the end of the transition period; and

(b) areferenceinthoseitemsto a specified period included a
reference to an indefinite period.

11 Regulations
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The Governor-General may make regulations providing for matters of a
transitional nature arising from the amendments made by Schedule 1 to
this Act.
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Schedule 3—Consequential amendment of
other Acts

Australian Prudential Regulation Authority Act 1998

1 Paragraph 3(2)(c)
Repeal the paragraph, substitute:
(c) agenera insurer, authorised NOHC or subsidiary of a

genera insurer or authorised NOHC, within the meaning of
the Insurance Act 1973;

1A After subsection 56(6)
Insert:

(6A) Itisnot an offence if the disclosure of protected information or the
production of a protected document isto:

(a) an auditor who has provided, or is providing, professional
services to ageneral insurer, authorised NOHC or a
subsidiary of a general insurer or authorised NOHC; or

(b) an actuary who has provided, or is providing, professional
servicesto ageneral insurer, authorised NOHC or a
subsidiary of a general insurer or authorised NOHC;

and the disclosureis for the purposes of the performance of
APRA’sfunctions, or the exercise of APRA’s powers, under alaw
of the Commonwealth or of a State or Territory.

Australian Securities and | nvestments Commission Act 2001

2 Subsections 216(3) and (6)
After “ASIC” (wherever occurring), insert “or APRA”.

3 Paragraphs 218(3)(a) and (c)
After “ASIC” (wherever occurring), insert “or APRA”.

4 Paragraph 223(1)(d)
After “ASIC”, insert “or APRA”.
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5 Subsections 223(2) and (3)
After “ASIC” (wherever occurring), insert “or APRA”.

6 Subsection 223(4)
After “ASIC s costs’ (wherever occurring), insert “or APRA’s costs’.

7 Subsection 223(5)
After “ASIC” (wherever occurring), insert “or APRA”.

Corporations Act 2001

8 Paragraph 462(3)(b)
Repeal the paragraph, substitute:
(b) the company’sliabilities, worked out for the purpose of the

prudential standards (within the meaning of that Act), exceed
the company’ s assets worked out for that purpose.

9 Subsections 1292(1), (7), (9) and (10)
After “ASIC” (wherever occurring), insert “or APRA”.

10 Subsection 1294(2)
After “ASIC”, insert “and APRA”.

Financial Sector (Collection of Data) Act 2001

11 Paragraph 5(4)(b)
Repeal the paragraph.

Financial Transactions Reports Act 1988

12 Subsection 3(1) (definition of insurer)
Omit all the words after “business”.

I nsurance Acquisitions and Takeovers Act 1991

13 Section 4 (paragraph (a) of the definition of book
outstanding claims provision)
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Omit “outstanding claims provision”, substitute “ outstanding claims
liability (within the meaning of the prudential standards determined
under that Act)”.

14 Section 4 (paragraph (a) of the definition of book
unearned premiums provision)

Omit “unearned premiums provision”, substitute “premiums liability
(within the meaning of the prudential standards determined under that
Act)”.

Seafarers Rehabilitation and Compensation Act 1992

15 Section 3 (definition of authorised insurer)
Omit “insurance company”, substitute “insurer or Lloyd's underwriter”.

[Minister’s second reading speech made in—
House of Representatives on 28 June 2001
Senate on 27 August 2001]

(140/01)
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