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O’Dwyer takes tough line
on insurance commission

Joanna Mather

The federal government will resist
pressure from clements of the $50 bil-
lion life insurance industry to water
dowm new laws hanning hefty upfront
COMMINISSHNS

Financial Services Minkster Kelly
OrDrerver told The Awstralian Finenclal
Review that draft legislation to deal
with conflicted remuneration would be
whled when the federal Parliament
e inearly October,

The chenpes will phase down
upfront commissions - typically 130
per cent of the first year’s rETEum — b0
i maximum of 60 per cent.

Advisers will be allowed to receive
ongoing annual eommissions of 20 per
cenit bt there will be o two-year “claw-
back” period to discourage “churning”.

This means that f a policy lapses in
its first year, the adviser will be
required to repay 100 per cent of the
commesslon in the first year and G0 per
cent in the second,

Ms O'Dwyer indicated the govern-
rmEnd wonld mol Do o pressure frovm
the Life Insurance Consumer Group
(LICG), a ginger band of advisers who
have gone o war with one of the
rition's most powerful Jobly groups,
the Financial Services Council, ower the
changes. They have also met cross-

bench senators and Coalition back-
benchers in the hope of achicving a
backdown similar 1o that on superan-
nution.,

But Ms O'Dreyer wvowed o push
ahead. “The government ks very com-
mitted o these reforms, We're not
watering them down,”

The draft legislation, which s part of
a wider reform agenda calbed the Life
Insurance Framework, was before Par-
leament when the election wascalled. It
TSl nowr b Fm‘mally redn trod uced.
The changes were inddally slated to
begin in July.

In an escabating row within the
industry, LICG has claimerd the govern-
ment isin the thrall of the FSC, and that
the council is peddling podicies that will
Denefit its members, which are big life
insurance and wealth menagement
businesses, rather than ordinary Aus-
tralians,

LICG, headed by NOW Financial
Group director Mark Dunsford, s seek-
ing o convines the Association of Fin-
ancial Advisers to withdraw support
for the: Life Insurance Framework.

Mr Dusesford said the AFA and Fin-
ancial Planning Association of Austra-
lia were sirong-armed into accepding
ghe G{) per ceml limowit weithe threaes of an
cven bower threshold.

“The F5Cs proposals will result in

alarming competitive advantage being
gifted o the big banks and FSC mem-
bers while hurting independent finan-
cial  planning  businesses  amd
consumers,” Mr Dunsford said

He sald if brokers were not pald via
commissions attached 1o insurance
products, they would have to charge
customers a fee for service, which
would  exacerbate  problems  with
under-insurance,

It |5 conflicted remuneration that has
griven rise i many of the Ananctal pln-
ning scandals that have prompted
Labor tocall for & royal commission on
hanks, Earlier this month, the corpor-
ate regulator permanently banned for-
mer AMP adviser  Rommel
Panganiban after he allegedly con-
vimeed 4% cliems o swilch life insur-
ance policies so he could profit frem
the associated commisshons.

John Trowbridge, a former APRA
exeeutive who led an inguiry into life
insurance, implored the government to
et on with the job,

"The reforms are good,” he said
“They don't go as far as they mighit but
Ubey s @ very important step forwsard
There is a conflict of interest between
advisers wha recefve big up-front com-
mvissions and their oestomers 10 ore-
aes 8 number  of  pervense
COTSequenoes.”
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