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2. Younger members
MetLife has previously expressed concerns about removing the
ability to provide opt-out insurance to members under 25 and has
argued that trustees should have more flexibility in this regard.
One of our concerns is that younger members who are in high-risk
or hazardous occupations may find it difficult to obtain insurance
on an opt-in basis. Many insurance policies have limitations in
relation to members who seek to obtain cover if they are engaged
in heavy manual occupations such as mining, scaffolding and
forestry.
In addition, while younger people may be less likely to have
dependants relying on them in the event of early death, they are
more likely to engage in risk-taking activities and suffer debilitating injuries as a result. As life insurance
provides disability benefits to people for incidents even if they are unrelated to the workplace, it is
important for young people to have opt-out insurance to cover them for total and permanent disablement
and income protection.
If there is to be an age established in the legislation, it should be the age of 21 years. This is because many
young people in blue collar occupations and in rural and remote regions engage with the work-force
earlier and become household heads at an earlier age3. According to ABS statistics, 40 per cent of
employees under 25 are working on a full-time basis.
Setting the age at 25 years seems to be predicated on the assumption that younger people are engaged
with tertiary education and do not participate in full-time employment until their mid-twenties. This may
be common in urban, higher socioeconomic areas, but it is by no means typical across all socioeconomic
groups.
We are of the view that insurance, especially disability benefits via opt-out insurance, provides good value
to younger members. The case study below illustrates this.

MetLife recommends that the age at which opt-out insurance
may be provided is 21 years of age.

CASE STUDY
The member is 20 year-old arborist who experienced a traumatic amputation of several toes,
multiple complex fractures and extensive soft tissue injuries in December 2017. The accident was
not work-place related. The member has ongoing issues with pain and reduced function and will not
be able to return to his pre-disability role which involves constant standing/walking and climbing
trees. We are currently providing him with vocational assistance to allow him to obtain work more
aligned to his long term functional restrictions.

3. New members
MetLife has concerns in relation to new members who do not become eligible for opt-out insurance until
they have an account balance of $6,000. We are of the view that members with an active account should
be eligible for opt-out insurance from their first day of work.
It is inequitable to propose that some members will benefit from receiving lower cost, opt-out insurance
soon after they commence a role simply because they are on a higher salary, or because they are working
full-time rather than part-time. It is particularly inequitable to women, who typically have lower salaries
than men4.
3. ABS – Household Income and Wealth survey 2015-16
4. According to the Workplace Gender Equality Agency (WGEA), women are paid on average 14% less than men,
see WGEA Australia’s Gender Pay Gap Statistics Factsheet Feb 2019
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Currently members are generally eligible for cover when they are enrolled in a fund, provided that they
are engaged in employment. Having cover commence a year or two after enrolment, may lead to more
stringent rules regard cover commencement due anti-selection risk, and potentially greater uncertainty
regarding commencement of cover.

MetLife recommends that new members to a fund should be able to receive
opt-out insurance from the commencement of their employment or enrolment in a
fund. In order to mitigate the impacts of premium erosion, insurance could be
provided on the basis that trustees notify members that they have insurance and
give them a period to opt-out, for example 90 days. If they opt-out during that
period, a premium refund would be paid to the date of cover inception.

4. Proposed implementation date
The Bill in its current form has an effective date of 1 October 2019 and has the following transition
timetable:

It is clearly not possible for trustees to comply with a timeframe that commences on 1 July 2019, as this
date has already passed.
It is also not feasible for trustees to arrange to notify affected members on 1 August, even if the
legislation is passed through parliament in late July. Large mail-outs to members take at least several
weeks of planning, including drafting the notice and system-mapping. In addition, the detailed notice
requirements that are envisaged to be contained in the Corporations Regulations 2001 cannot be
promulgated until after the passage of the Bill.
Providing notice to members of a change to their insurance from 1 October will cause member confusion,
as they have recently received notices required by the provisions of the Treasury Laws Amendment
(Protecting Your Superannuation Package) Act 2019 (PYS Act), which took effect from 1 July 2019.
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The PYS Act requires that trustees notify affected members with accounts that have been inactive for
16 months, that their insurance would cease, unless they have made an election that they wish to maintain
their cover. In addition to notifying affected members with inactive accounts, trustees have sent
significant event notices to other members about changes to their insurance terms, as required by s1017D
of the Corporations Act 2001. Major communication campaigns have been run by the industry to ensure
that members understand these changes.
To provide a similar communication within a short timeframe to members regarding insurance, but with
different messages, will cause confusion to members and lead to an extremely poor customer experience.
Confidence in the superannuation system will be negatively impacted by this messaging.
Finally, there are areas of the Bill that are unclear and/or inconsistent with the Explanatory Memorandum.
In addition, announced amendments to the PYS Act to clarify the treatment of ‘account’ and the position
for traditional life products, should be enacted. Sufficient time should be allowed for these issues to be
resolved and clarified in the Bill.

MetLife therefore recommends that the date of commencement, and
the associated transitional provisions, be no earlier than 6 months
from the date the Bill receives Royal Assent.

5. Members who apply for cover during the transitional period
Under the transitional provisions, members who apply for cover from 1 July 2019 but who have a low
balance account, will have the cover ceased as at 1 October 2019 unless they have made an election in
the form of words set out in the legislation5. Some of these members may have made an election to
maintain their cover under the inactive account rules in the PYS Act. MetLife believes that members
who apply for cover are engaged members and intend to have the benefit of their cover even though their
account balance is low at the time of making the application. Members may apply for the cover knowing
that superannuation guarantee contributions will increase their account balance over time, or they may be
intending to rollover funds from another superannuation account.

MetLife therefore recommends members who have made an application for cover
prior to the effective date should be deemed to have made an election.

We would be happy to discuss these
comments with the Committee.

5. See Schedule 1, Part 2, Item 8 (6)(a)(iii) of the Bill.
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