AUSTRALIAN SECURITIES AND INVESTMENTS CONMMISSION ACT 1989

Undertaking to the Australup Securitiea and Investments Commistiou
given for the purposes of ection 93AA

by

American Home Assurzoce Company
ABRBN 007 483 267

and

Family losurance Advisory Services Pty Limited
ACN 050 083 &51

1. Backyround

American Home Arewrsnce Company (‘AHAC™) is incorporsied with limited
liability in the United Staies of America. AHAC 13 a member inswance
company of American [ntamational Group. It has been licensad 10 opersie ag en
innuance undsrwriter iR Auswaliz sipce 1959, AHAC provides a ramge of

insuragce products to tie Autiralien merkst, with a strong erophsms ou personal
aceident insurance.

Famify Insursoce Advisery Services Pty Lud (“FIAS™ is incorporsied in
Australia. FIAS has opersied for cver 1S years promoting various iosurancs
products around the world on behalf of insurance cowpanies such 25 Sun
Alliance and AHAC. FIAS acted aa the agemt of AHAC in regard to the
promotiongl material at iasue in this Undenaling

During lazz 1998 and early 1999, the Austalisn Securities and Inveatments
Comrssion ("ASIC™) received complxivia frum consumers about sdvertiziang
material which they had recsivod through the mail and which promoted a death
and disability insurance policy calied the “F.IA.S. 3 Way Accident Cash Plan”™
{“the 3 Way Plan™).

ASIC subsequently received some complaints about advertising material which
promoted a1 insuraace policy called the "F.IA.S. 4 Way Accident Cazh Plan




(‘the 4 Why Plan'™). Thle policy, and its adverising materigl were very simular
to the policy and advertising material referved o ot 13,

AHAC later advised ASIC that, from tume to ume, FIAS promoted, and AHAC
sold, 4 number of insurance policics similar ta those cefearred to at 1.3 and 1.4,
At the tme of giving the undertakings which follow, AHAC and FIAS had the
following insurance policies at issue available for promotion and sale within
Auatralia:

F.LAS. 3 Way Aceident Cagh Plan

F.LLA.S. 3 Way Accident Cash Plan (Double Cover)

FI.AS. Tho 4 way Accident Cesh Flan

F.LA.S. Ths 4 Way Accident Cash Plan (Double Cover)

F.ILA.S. Senior Accident Cash Plan

F.LA.S. Senior Aceident Cash Plan (Double Cover)
(“the Policies™). The feature of the Policies which chicfly distinguishes them
from other death and disability inswance policies seld io Austraifs is their
promoton in confunchon with sweopstakes which arc rup by FIAS. By way of
example, # substaotial proportion of the 3 Way Plan package is devoted to a
sweepgtake gtyled “$1,250,000 Cash Giveaway”. Included in the sweepstake
offer 16 @ cash prize, which in the 3 and 4 Way Plan packages |s referred to as 2
“Good Lick Cash Award”,

In December 1998 ASIC advised AHAC and FIAS of its concen that & auntber
of aspects of the advertising material pravided to sonsumers jn promoton of the
3 Way Plan might be mislcading.

[n March 1999, afler an exchange of conrespondease between ASIC and AHAC
and FIAS in which they contested ASIC's copnclusions, AHAC and FIAS
volumtaiily ccassd the sale and promotion of all of the Palicies, while pursuing a
resclution of this matrer satisfactory to ASIC.




1.8  ASIC was comcemed thet ths FIAS/AHAC promotional malerial might be
miglcading beoause of the:

uze of wording and layout;

explanarion regarding maximum beoef payable in the event of

the coincidence of several relatively unusual factors;

limited disclogurs to congumers who miered the sweepstakes aud
previded details of their bank account for the crediting of cash
prizes to their account thar they would be commitied to &n
insurance policy and the sutomaiic debiting of their bank accoun;

for premium unless action was 1aXen to capcel the policy; aod

luntied exient to which it stated thet consumer informanion moght
be provided by ABAC to other businesses for the purpese of

other promouons.

In subdequen! discussions between ASIC znd FIAS and AHAC, FIAS and
AHAC agreed to make changes to the wonding and layout of the matena] used in
promotion and sale of the Policics, and any similar policics which might be
ptomoted o future within Australia, 1o conjunction with an offer of eniry in
sweepstakes sdwministered by FIAS, (“furure policies”™). These changes have

been made to clanify to consumers:

(a)  tha level of benafits gencrally avsilable under the Policies and future

polisizs;

ougomg insurance cover, and the deducton of premium payments by
dlrect debits ar credit card account payments to AHAC, resulting Gom
exttering any swespsiake; and




(c) the wupply by FLAS (o other businesscs. of information about sweepstake

eniTans.

1.J0 As a resolution of ASIC s concerns about the Policias and future policies AHAC
and FIAS agree ta be bound by e following undertakings to ASIC,

1 Undertakinga

AHAC and FIAS where il gcta as an agent of AHAC undertake the following with
regards to their activities in Australia ar otherise directed to the Ausiralian Marksz for
the purpsaes of seclion 9344 of the ASIC Act.

When any representation is made by, ar on behalf of AHAC, in aay materal in
relation to the Policias or future policies, whether 1o print or on the intemet,
AHAC and FIAS will ensure that such representation is sccurate, prominent and
cleas. For example, any representations made in AHAC prometional material

about maximum benefits will claarly and accurstnly desenibe thinse benafita,

When, in the course of promoting the Pelicies or future pelicies, AHACT and

FIAS also promote prizes to be won in any gweepstake or other competton,

ARAC and FIAS will in the promotional mateniaj accurately, propuinently and

clexxly advise consumers:

{a)  thar they may enter the swecpstake or other competition without being
required also to apply for any (Daurance cover,

of aay limitation on any prizes or othar advantagss which may not be

available 10 consumers who do not apply for any insurance cover; and

that if they smter the "Good Lugk Cash Award” offer (or any like offer
frora time to time as part of the sweepsiakos), sutry wifl constimute an

scceptance of a contrect of Usarances with AHAC.




AHAC will continus its practica of cancelling autoinanc debit otrders on
customers’ accounts immadiately upon cancellation or lapsing of any Policy or

future policy.

In the promotion material of any of the Policies or futurc policies, which
provides for deductions o be made fom the bank or eredit card accounts of
consumers, AHAC and F1AS *;vill advise that policies may be cancelled for any
reasen and 2t any time, cither by way of written advice or by telephoning
AHAC s Customer Serving Hotline,

AHAC and FIAS will cosure that, in the promotional material of any Policies or
furure policies, when 2 consumer is requested to conplete a diract debit ar credit
authority in respect of ammy bank or credit account, the consumer should be
requosted to nowminate the cover and the amount of the premium being authorised

by the consumer within (he same section as the direct debit or credit suthonty is
campleted.

If & consumer notfies AHAC that he or she wishes to cancel i policy in
accordance with clause 2.3 of this undertaking, AHAC, subject to the provisions
of the policy dacurment, will taks all steps nscessary to ensure that ne deductions
are made from the bank or credit card account of the consumer afler the
notification and will refund within thirty (30} duys any premism reccived by
AHAC after this notifieation.

Ia relation fo the Policies and furure policics, AHAC and FIAS will provide the
advice referred to at 2.5, clearly and prominently, and adjsaent w0 whatever part
of ANAC's reteveani promotional materisl must be cempleled by consumers in
order o authorise deductions Som bank and eredit card accoumts.

While i{n its current promodonal layour, AHAC and FIAS will provide ths

advicoe in rolation to the Policies and funure poliaies ceferred to in clause 2.5, ma




box cnclosed by 2 bold border and under 3 heading m bold uppercase type
resding: CANCELLATION PROVISIONS. If AHAC and FIAS change the
layout of the promotional material the advice reforred to in clausc 2.5 will be

included in a similarly clear and prominent layout with the same heading in bold

uppercase type reading::"CANCELLATION PROVISIONS™.

In addition 10 providing the advice referred to in clause 2.5 AHAC will, waen
posting policy documents while in the pregent format for tha Felicies or fururs
policies, to any consurner, attach to the policy a slip of paper in the words and
format of the attachment to this undertaking marked “B", and ¢f no lssser size
than the border around the message on “B”, If the formaning changes, AHAC
and FIAS will continue to insert the words set out in attachment "B in ths now

layout and thke new layout will ensurc that the words are clear and prominent,

AHAC and FIAS will prominently acd clearly:

(8) adviss in the materia! usad for the promoetion of the Folicics and future
policies that the names and addressss of consumers who apply for
insurance or entar swespstakss may be added to lists which are supplicd
(o other persons and used to promote other products provided either by
AHAC or by thoss other persons,

provide consumers with the option to be removed from the lists: end
undestaks to refraln fom supplying the names and sddrosses of
consirners who indicate they cither want thar details removed fom the
lists or do not want their details Lo be provided 1o other pasties.

AHAC will amend the Policies by:

{a} changing the definifion for “Public Holiday™ fom “means 2 gazettsd and
published State or Federal goverument public noliday” to “means ao




A O;( e

official government declared public holiday in the jurisdiction where Wie
injuty occurs”; and

including a provision for cancellation to the cffect that tha consumer may

capecl the Poliq:r for any reason and at any time.

AHAC and FIAS will mot divulge any confidential or private information
relating to & sustomer of AHAC, or potential customer of ABAC without the
specific prior written approval of the customer, o potential customer, as the case

may be.

AXIAC and FIAS where (¢ acts s an agent of AHAC will spply the undertakings
2.1 1o 2.10, which each haa mads above, to the promotion apd/or sale of each of
the Policias or future policies.

AHAC will take ail reasacebls steps to ensuro that porsons amployed by AHAC,
whether as employces, agents or otherwise, and whose respopsibilities inciude
the preparation, puﬁlicatlcn. wroadcast or placement of promotional material, are
aware of AHAC's obligations under theso undertalkings.

FIAS will take all reasoneble stops (o engure that persons employed by FIAS,
whather a3 employess, agems or otherwise, and whose responaibilities include
the preparstion, pubiication, broadcast or placement of promotional material, are
aware of FIAS's obligations under these upderiakngs.

AHAC will, withi$Q 90 days of the acceptance of this undertakang by ASIC,
prepare and submit for considermtion by ASIC, a written analysis end
explanation of a compliancs program (“the comphiance program”™) designed to
addpesa AHACs obligations under the ASIC Act and the Insuranca Coniracts
Act, und mezting Australian Standard 3806-1998, Compliance Programs.




2.16

AHAC will implement revigiond to the Corpliance Progrem, agreod betwean
ASIC and AHAC, within 30 days of ASIC notifying AHAC that the Complance

Program is otheTwise accaptable.

AHAC and FIAS sckaowledgs that ASIC:

3.1

32

May from time to tiroe publicly refer o this undertaking;

May issuc a medis velease on exveution of this underaking refewring to the
datalls of the undertalong document;

Will place a copy of the executed undertaking on 8 Public Register;

AHAC and FIAS acimowledys that ASIC’'s acceptancs of this =nfcrvesble
undertaking doss not a{fect ASIC's power investigats or pursue a criminal
prosecition or ita power to lay charges of seck a pecuniary civil order arising
fom future condusl; - -

This undenaking in oo way derogates from the righm and remedies availabls
ASIC or any other person (o atgk compensation arising fiom any condust

dascribed in this undertaking, and

This undertakiog has 20 operative farce until acoepted by ASIC.




EXECUTED on the 7.0

EXECUTED by AMERICAN HOME ASSURANCE
COMPANY by being signed. sealed and delivered

by JOHANNES GYSBERTUS BUTSELAAR

attorney under power of Atlomey dated 27 Novembet
1965 who dectares thal he has no natice of revacabion
of ihe power of atlofney in the presenca of :

Name of Witness

ithorised Person

sppestslodradiataniansrasirarel

QOffice held Office held

Name of Authorised Persan “ame of Authorized Person

(black lettars) (biock Tetters)

Signed for and on behalf of
Family Insurance Advisory Services Pry Lid (ACN 050 0%3 551)

Signatwe of Authorised Persan

Office held

Lapsurrpgete

Name of Authorised Person Name of Authonsed Person
{block letters) (block letters)

ACCEPTED BY THE AUSTRALTAN SECURITIES & INVESTMENTS

COMMISSION PURSUANT TO ASIC
A
AUTHORISED DELEGATE ©T SR B TS UL




	e:\0085474\008547439.tif
	image 1 of 9
	image 2 of 9
	image 3 of 9
	image 4 of 9
	image 5 of 9
	image 6 of 9
	image 7 of 9
	image 8 of 9
	image 9 of 9


