Dr Kathleen Dermody 

Secretary Chapman Committee on Commission Disclosure

Parliament House 

Canberra

Dear Dr Dermody 

I as an individual would like to have a small input into the upcoming inquiry into Commission Disclosure relevant to Risk Insurance within the Life Insurance Industry.

Firstly some background to my position,

I am an Authorised Representative and Proper Authority Holder with Elders Securities, a Dealer Group working predominantly in the Rural Areas of Australia. We are also known as Elders Private Client Services and Elders Wealth Management and are Risk Advisers with some Financial Planning as appropriate. This is probably on about a 70% risk / 30% Financial Planning basis. 

We do have Fifty plus advisers spread right across Australia foam Cairns, Katherine, to the southern states and with representation in each of the State capitals. Approximately 25% of our advisers hold C.F.P. status and all comply and exceed PS146 requirements. Most are involved in increasing studies in DFP subject beyond the set requirements.

We do have a properly formulated Advisers Association (with representation from each state) for negotiations with Management and at present I have the honour of being elected President of that Association.

On a personal basis I have been involved in the Life Insurance Industry since October 1984 having been a Mixed Farmer prior to that decision. I have been involved with various industry bodies namely LUA / ALA both as a member, student, and Moderator. I sat and passed TCI, TC2, Disability, Financial Planning. receiving Credit passes in all courses. I commenced the Diploma of Life insurance through ALA and Deakin University and completed the first two subjects until the course was withdrawn. I was credited with the designation of "Fellow" which had reasonably strict criteria to achieve.

Since joining the Elders Group in 12/1995 I have completed several Diploma of Financial Planning courses being DFP1, DFP2, DFP3, DFP4 and DFP6 and envisage that this year will continue with DFP5 & 7.

A major attraction to join the Elders network was to service the vast client base and to work closely with the now Elders Rural Bank to protect the Estates and Borrowing's of those clients, this of course requires heavy use of Risk Products from Term Life, Total and Permanent Disability, Trauma, as well as protecting Income with Income Protection products in the event of Sickness or Accident. 

In my experience the amount of Commission or Brokerage paid on a particular product has no bearing on,

                    1/ The product recommended,

                    2/ the clients decision 

                    3/ How good the advice is.

Clients want to know 

                     1/ Is this product appropriate for me and at a reasonable price 

                     2/ Are the product and the Company reputable and will they be there at claim time or when needed.

                     3/ Will my claims be honoured and not upset by hidden wordings.

                     4/ How do we pay the premiums Monthly, Annual etc

I have never had a client ask to have the commission or brokerage defined but have had several mention that I do understand you have a lot of study to do and costs to meet. We have established trust prior to them making the decision to buy.

The question of disclosure becoming mandatory would I believe confuse the client as we would need to explain all of the options like

Upfront commissions with a trail -- Needed where there has been a lot of

pre-work and research gone into a case particularly if         there is a

concern over the longevity of the contract  

Level Commissions                  -- Where the contract is seen to be very

long term with a very stable client as it builds asset value to the Advisers business 

Discounted First Year Premiums -- This is a practice I have seen particularly from Financial Institutions without informing the client that the renewal premium will revert to standard rates.

Incentive or Bonus Schemes    -- This can depend on the level of production

of an Adviser or group of Advisers who may leverage off the Group to achieve maximum Commission. This can fund many back office functions but is not available to the sole trader. This takes in a lot of Country advisers who are sole traders.

Salaried Positions                   -- How could a level playing field be

created with the Salaried advisers who may have say a 5% incentive scheme but enjoy all of the benefits of Salary, Super, Workcover, Holidays maybe private use of a Motor vehicle. They would only need to disclose the 5% incentive. Is that a level playing field?

Some of my concerns are covered in the following statements

a/ There is Difficulty in providing Disclosure requirements in an accurate and simple way, this is a very complex issue.

b/ The commission paid does not effect the amount paid if the event insured for occurs. Advice and the right product does.

c/ Clients premium and end benefit remains the same whether up-front or

level commisions   

d/ Commission Disclosure on Risk is meaningless and would be confusing and certainly counterproductive.

e/ Confused clients do nothing, Who will protect them?

In summary I submit the issue of Disclosure of Commissions is a very difficult subject and due to the complexity of the Products, the Advice needed and given, the varying situations the products are marketed from it would be nigh on impossible to honestly and completely disclose without confusing the clients.

Kind regards    

Barrie W Moyle

Private Client Adviser

Life Broker Representative

Proper Authority Holder

Elders Private Client Services

12 Moyhall Road (PO Box 639)

NARACOORTE  SA  5271

Ph 08 8762 2223 Mob 0418 825 111

E-mail bmoyle@elders.com.au
