RE:- Commission Disclosure Submission

The purpose of this is to raise awareness regarding the proposed requirements of commission disclosure on risk insurance eg Term Life, Trauma, Total & Permanent Disablement and Income Protection policies marketed by Financial Planners and Risk Insurance specialist advisors.

I have been in the risk insurance sales business for 20 years and during this time sold many hundreds of term risk insurance products. I have a large client base through the Elders network from Toowoomba to Proserpine. The disclosure of risk insurance commission is not a good thing for the entire community.  The present market place is saturated with Financial Planners and they also sell risk insurance as well as charge a fee or commission for their advice and services.

There is a vast difference between the implementation of financial planning products and risk insurance.  Financial planning is  a process where the first interview is conducted, fees and charges advised, client agrees to plan preparation, a second and sometimes third appointment occurs and the plan is implemented.  At this point clients funds and applications forms are sent to the respective fund managers and upon receipt the commission is paid or rebated to enable the advisor to be paid by commission or fees billed direct to the client.

Risk insurance is vastly different where the first interview is fact finding, second, third or forth interview is selling and implementation. Upon implementation there are many factors that may slow the process, these usually are slow response from clients doctor and specialists for medial history reposts, accountants for financial details, pathology reports, life office administration mistakes and throughout the process keep contact with clients.  Adding to this there is the client who suffers a pre-existing health condition and the life office will apply an extra premium for the perceived extra risk or may reject the client totally.  We then as a broker representative  representing the client we will submit to say 10-15 various companies proposals to attempt to obtain a arrangement for the client.

I am the sole producer of business in my office and I require two Personal Assistants full time to get the business completed and cover compliance needs.

If we were to charge fees for service on risk we would charge a higher fee than the present commission paid for the same product.

When I purchase a motor vehicle, attend a Lawyer, Doctor, Dentist, Accountant etc I have no idea what they are making out of any service provided and nor should I.  I may ask for a price in advance, the same as a client is given upon purchasing risk insurance, however I do not want to know exactly what they make out of a deal.

20 years in this business and not once have I been asked how much commission I make or how much I earn.

As a Life Insurance Broker I deal with some 20 Life Offices and they have vastly different product ranges and different commission structures.  The cost to Life Offices to develop and implement software will add to premium increases and premiums are presently high for consumers.  Commission structures are very complex across all life office risk products.

Commission disclosure will add nothing of value of taking life insurance. People see what they are getting for their money upon receipt of the contract.  The premium and insurance amount will be the same throughout the policy life no matter how much commission is paid initially.

Over the years I have had many satisfied clients make claims that have rescued families and businesses from a severe financial situation this in turn eases greatly the emotional stress and gives freedom for families to get on with their lives without financial impediment.

Risk Product commission comparisons are impossible to make as there is no level playing field.  If it was the same it may take out the competitiveness between life offices. Why does government require "consistent term and consistent measure of fees".  How could they apply these to risk products, it will most certainly reduce competitiveness between providers.

Disclosing risk product commission will not stop misrepresentation, statistically risk advisor misrepresentation is on 0.001%

A salaried risk adviser who also receives hidden bonuses from the employer disadvantages  a commissioned advisor who is a self employed small business person.

I urge you to carefully consider your decision and reject this unworkable situation. 

Regards,

Reg Stenhouse

Private Client Adviser

Authorised Life Broker

Elders Private Client Services

Toowoomba

ph (07) 4690 7777

fax (07) 4690 7790

mob 0409 071 510

email rstenhouse@elders.com.au
