The Secretary

Parliamentary Joint Committee on Corporations and Financial Services

Room SG.64

Parliament House Canberra ACT 2600




9/12/2002

Subject : Inquiry into disclosure of commissions on risk products

I write on behalf of the Silvalake Financial Services Group, Licensed Securities Dealer, Life, General Insurance and Finance Brokers, in relation to the requirements under the Financial Services Reform Act to disclose commission on risk products.

Basically we agree with the disclosure regime under FSRA, except as it relates to risk products. I think the whole industry accepts disclosure on investment contracts and also risk where it is included on an investment contract as it may affect the end benefit received by the consumer and therefore may influence their decision.

Stand alone risk insurance however, tends to be more of a “ commodity “ type contract and certainly the outcome in terms of amounts paid at the time of claim are not influenced in the slightest by the level of commission taken at the time of sale.

It would also seem to us, by experience, that consumers aren’t interested in having commission disclosed to them in relation to these types of contracts. Further, it would seem that cost and service are more important and relevant as primary influences to consumers than disclosure of commission when evaluating products.

Another aspect for consideration is the detrimental affect such disclosure might have on consumers in the provisioning of advice. By this I mean that the type and level of risk products recommended rely on knowing the client, research and making appropriate recommendations suitable to their circumstances. Some advisers run businesses that specialise in risk product advice and offer a level of service that they are able to extend from low socio economic classes to the high net worth level.

Disclosure of commission could lead to their inability to properly cater to the medium to bottom end of clients as if disclosure leads to lower commission, they will be unable to provide proper advice to these people. This could lead to consumers being under insured or even in the wrong products because “ advice driven “ distribution disappears.

Most advisers conducting business in this market operate on fairly modest margins once business expenses are taken into account. Lowering commissions will not necessarily lead to savings to the consumer, however, may have a significant affect on the ability of advisers to continue offering services at the level currently maintained. It is quite possible that premiums would remain the same to the consumer and the Life Offices simply taking more profit from the product.

All Advisers are now better trained and qualified than ever before and are running genuine “ businesses “ and operating them professionally. The level of quality advice offered to the consumers has never been better. It seems totally inappropriate to now potentially further penalise a professional body of advisers, when in fact there will be no benefit to the consumer what so ever if commission levels fall. 

Silvalake Financial Services operate nationally and currently have a total of 165 Advisers. These are made up of Proper Authority Holders, Life and General Insurance Broker Representatives and Finance representatives. We are a typical “ Distribution Group “ and consider that we run our business professionally with high quality people.

We urge the Parliamentary Joint Committee to consider our submission and to move to exclude this aspect of commission disclosure from the provisions of the FSRA.

Yours sincerely,

Howard Horder

National Sales Manager

Silvalake Financial Services

34-36 Glenferrie Drive

Robina. Qld. 4226

Ph. 07 55620288

Fax 07 55620234

This submission has been authorised by the Managing Director, Andrew Clark.

