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17 March 2003
Dr Kathleen Dermody

Committee Secretary 

Parliamentary Joint Committee on Corporations and Financial Services

The Senate
Parliament House

CANBERRA, ACT 2600

By email: corporations.joint@aph.gov.au and

By post: As above

Dear Dr Dermody,

Re: Inquiry on disclosure of commissions on risk products

I refer to the current inquiry of the Parliamentary Joint Committee on Corporations and Financial Services (PJC) on disclosure of commissions on risk products.

During the hearing held on 5 March 2003 some PJC members expressed an interest in receiving further submissions that might assist them in their deliberations. In addition, during the hearing ASIC was asked to comment on its regulatory experience with life and general insurance advisers (including insurance brokers).

Against that background and after consultation with Treasury, we thought it might be of assistance to the PJC for ASIC to provide it with some materials that elaborate on ASIC's relevant regulatory experience. We also thought it might be helpful to refer to some materials that discuss the regulatory experience prior to ASIC obtaining jurisdiction over the advice and selling conduct of life and general insurance advisers.

ASIC's regulatory experience

As to ASIC's regulatory experience, I enclose the following documents:

1. An ASIC Report into the Selling of Disability Insurance, dated February 2001 (Attachment 1);


2. An internal ASIC note summarising ASIC administrative action taken against insurance brokers over the period 2001 and 2002 (Attachment 2); and 


3. A confidential briefing note on two recent ASIC surveillance/enforcement actions involving the mis-selling of life and general insurance policies to Aboriginal Communities (Attachment 3).


Earlier regulatory experience

As to descriptions of regulatory experience before ASIC's administration of life and general insurance brokers and advisers, I enclose the following documents:

1. A copy of the ISC Circular G.II.1 dated August 1995, that introduced the Code of Practice for Advising, Selling and Complaints Handling in the Life Insurance Industry. This Circular describes the background to the introduction of the Code including descriptions of regulatory problems in the industry: see, in particular, the Background Section at pages 2 - 3 (Attachment 4).


2. A copy of an ISC letter to CEO's dated 20 March 1997 that attaches a report containing both the first statistical returns required to be submitted under the Code of Practice and some information on complaints received in the industry. I refer the PJC to page 5 of the report for a description of the nature of complaints considered by internal complaints mechanisms and to Appendix II at page 8 (the ISC letter, the attached report and its appendices all comprise Attachment 5).


3. A copy of pages 1 - 6 of the Explanatory Memorandum to the Life Insurance (Conduct and Disclosure) Bill 1998.   This Bill was not passed given the timing of the proposed implementation of the Wallis Report recommendations. The Explanatory Memorandum highlights the reasons why it was considered necessary to enact legislation dealing with conduct and disclosure issues for the sale of life insurance: see, in particular, the general outline at page 2; the preferred option 3 of the Regulatory Impact Statement at page 4; and the description of the object of the Bill at paragraph 8 and 9 on page 6. (Attachment 6)


4. A copy of the preface and executive summary from the Trade Practices Commission Report on "Life Insurance and Superannuation", December 1992.  This report includes consideration of consumer protection problems raised by the selling practices of life insurers. On page xiv the Report recommends the disclosure of commissions by all life insurance intermediaries. (Attachment 7)

I trust the attached documents will be useful for the PJC members. Please advise me if I can be of any further assistance.

Yours sincerely

Mark Adams

Director, Regulatory Policy

Australian Securities and Investments Commission

Ph (02) 9911 2622

Email: mark.adams@asic.gov.au

