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Registercd Mail
The Secretary

The Parliamentary Joinl Committee
Om Corporatons and Financial Services
Room S0 .64
Parhament House
CAMBERRA ACT 2600

DCear Sir/Madem

The Disclosure of Commissions on Risk Products and Ouisourcing of Services by
Lnderwriters

MGA Insirance Erokers Pry 1td is one of Australia’s larger insurance troking bouses. Our
Croup wil tum over tnis year approximately $93M in premiums and curently cmploys some
140 personne. within our network of 17 offices, which inclufes regional and rural arcas
throughout Avstraha.

We feel thal commission disclosure on stand-alone risks (retail products) has been very much
misunderstood within the environment m which it hes and is being discussed. It would appear
to us that not encugh research bas besn conducted to determine the substamiial operational
differences between the Geneal Insurance und ‘Life’ Industry, its functions, operations and
raquirements.

The Changing Nature of the General lnsurance Industry ia Australia

Since the early 80°s the mujority of Australian insurers (due 1o shortages of qualified persomnel
and an unwillingress o provide drect cusiomer senvice due to costs) have preferred o pass
istribution and admimstration of their varicus products 1o imermediaries. In the ensuing years
Brokers have shoulderad more md more of nsurers functions and responsibilites.

Amony these:

Lirect client contact,

Prowuct advice.

Placing and monitoring of nsks.

Follow up and audit (ircluding policy documentation check).
Collestion of premiums and reconeiiation.

Administration issucs during palicy currency.

Payment of claims under Insurers avthority.

Mainrcnance of Insurers datahase.
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The Disdosure of Commissions on Risk Produocts and Outsowrcimg of Services by
Underwriters

It is our contention that these services are recognisad by Insurers as a lmnsler of their own
responsibilities and as an acknowledgment to intzrmedianies, our remuneation has been
adjusted to compensate accordimgly.

Following September 11 and with diminishing industry capacity and consolidatons we can only
see these respunsikilitics increasing.

In these circumstances we cannot s¢z why this ‘component” is required to be disclosed as part of
oar remuneration. Tt is per-se a fee for service by the underwriter.

The Impact of the Disclosure Regime

Our indusry is already struggling with the implementation ol FSEA. There is scrious doubt as
to whether we will be able to contiruc 3 servics retzil clients with the additional rmmifications
of the proposed disclosure regime. It will qurt those it sets out to protect and will lead 1o a
reduction of serviess, particularly in rural and regional arcas.

Lntil receatly we were unaware that a Jeint Committee on Corporations and Financial Services
had been formed by Parliament. Having now had the opportunity to scrulirise he
recommerdations in respect of ‘retsil products’, we are st a loss to understand why they were
not ingorporated in the drafi legslation.

We believe that the current disclesure regime containsd within the Insurance (Agent and
Brokers) Act 1984 provides more then adequate disclosure to the insiring public, These
disclosure provisions should be continued within the sew legislation.

To any members of the Committee [ would invite you to come to our premises and sec tor
yourselves the tasks that are being undertaken by owr professional and suppon staff. You will
also witness the results of the significant capital works that we heve undertaken on lecanology
to Improve ouf service: to the insurers and our customers.

1 am avalable at any time tc discuss issmes in respect to this subject andfor answer any
questions.

Yours faithfully

Lk

|
H John R George
Managing Director





