
 

Important Information for AFA Members on Insurance Changes 

Please make sure that you take the time to read the below. It contains essential reading for all AFA 

members that provide personal life insurance advice.  

As a result of a report released by ASIC in October last year, and a recommendation in the Financial 

System Inquiry (FSI) in December, the insurance industry could be facing a generational change in 

how it will operate. This may have significant impacts on how you are paid for providing life 

insurance advice. 

The AFA has worked very hard to represent you on this important issue. Below we include vital 

information to help you understand the issue, to know what has happened so far, and what will 

happen next. You should be under no illusion as to the importance of this to you and your business, 

your licensee and your clients. 

 

What is ASIC Report 413? 

ASIC Report 413 was released on 9 October 2014. It examined 202 client files relating to retail life 

insurance advice. ASIC concluded that 37% of these files failed ASIC’s compliance tests. Of all the 

failed files, the adviser received upfront insurance commission in 96% of cases. Report 413 raised 

issues for advisers, licenses and life insurers to address in order to improve to quality of life 

insurance financial advice. 

What is the LIAWG (Life Insurance and Advice Working Group)? 

The LIAWG is a joint committee formed by the AFA and the FSC (Financial Services Council) to 

respond to the concerns ASIC raised in Report 413. The LIAWG is unique in that we were seeking to 

address industry concerns without relying on usual government process like Parliamentary Joint 

Committees (PJC’s) that we have seen throughout the FoFA period over the last 5 years. 

Who is on the LIAWG? 

The AFA and the FSC each appointed three representatives and in addition appointed former APRA 

Member John Trowbridge as the independent chairman.  

The AFA representatives are Brad Fox (AFA CEO), Jeff Thurecht (AFA NSW/ACT State Director and a 

current adviser) and John De Zwart (CEO Centrepoint Alliance). John has extensive experience within 

life insurers (most recently TAL) and also represents a non-aligned licensee and their advisers. 

The FSC representatives are Sally Loane (FSC CEO who replaced former CEO John Brogden), Geoff 

Summerhayes (CEO Suncorp Life which owns Asteron) and Andrew Hagger (Group Executive, NAB 

Wealth which owns MLC). 

In addition Phil Anderson (AFA COO) and Andrew Bragg (FSC Director of Policy & Global Markets) 

participated as policy experts from each organisation. 

What is the role of the LIAWG committee members? 



The various LIAWG members have the task of assisting Mr Trowbridge in understanding and 

addressing the many issues relating to the provision of personal life insurance advice, the broader 

life insurance market, and more specifically the concerns raised by ASIC in Report 413. 

One way to consider the role of LIAWG members is that they have been used by Mr Trowbridge as 

information consultants to assist him in gathering an understanding from which he will arrive at his 

final recommendations. 

What is the Trowbridge Report? 

By late March 2015, Mr Trowbridge will release his own recommendations on how the industry can 

address the problems raised by ASIC in Report 413. This has been named “The Trowbridge Report” 

and as an independent chairman, the recommendations in the Trowbridge Report are his views 

alone. This is an important distinction to understand. His views may or may not be the same as those 

of the AFA, the FSC, or the members of the LIAWG. 

Why is the Trowbridge Report important for financial advisers? 

The Trowbridge Report is expected to make recommendations across at least four areas which were 

raised in the Interim Trowbridge Report released 17th December 2014. 

The four areas are: 

1. Quality of life insurance advice

2. Remuneration and other adviser incentives

3. Insurer practices and product offerings

4. Industry productivity

The Financial Systems Inquiry (FSI) released in December 2014 included a recommendation 

(Recommendation 24) that a “level commission structure be implemented through legislation 

requiring that an upfront commission is not greater than the ongoing commission.” In other words 

the FSI recommended only level commission be available for life insurance advice. However, the FSI 

also made comment “the findings of the Financial Services Council and the Association of Financial 

Advisers working group should also be considered during the development and implementation 

phases.” 

The Assistant Treasurer, Josh Frydenberg will consider a range of inputs in deciding how to respond 

to the FSI recommendation within the context of dealing with ASIC’s concerns in Report 413. The 

Trowbridge report will be one point of reference for the Assistant Treasurer and other politicians 

and regulators. 

What role has the AFA had in the process? 

The AFA jointly formed the LIAWG with the FSC. We were strongly of the view that leaving 

regulatory change to government alone (as we have seen with FoFA) can be very drawn out and 

problematic. So, faced with the concerns raised by ASIC Report 413, we wanted to participate in an 

attempt for the industry to work collaboratively together to find solutions without the government 

of the day driving the process.  

Our participation has been as the voice of financial advisers, and also as a party who can represent 

the issues faced by licensees. We have 



continued to champion the benefits of personal financial advice and the need for solutions that are 

sustainable for advisers, good for the public, and support strong ongoing competition in the market. 

The AFA also made a submission to Mr Trowbridge in response to the release of his Interim Report. 

Our submission strongly reflected the adviser and licensee perspectives on the issues raised in the 

Interim Report.  

How have AFA Members been able to participate in the LIAWG process? 

Mr Trowbridge released an Interim Report on 17 December 2014 inviting any interested person or 

organisation to make a submission to him. Over 140 submissions were received with the vast 

majority of those coming from financial advisers. The AFA emailed Members three times before the 

31 January deadline for submissions to encourage participation. 

The AFA has also held meetings with our Life Insurance Adviser Working Group and separately with 

our non-aligned Licensee Leaders group throughout the process and have had numerous 

conversations with individual members around their submissions and the issues generally. 

Whose views will be expressed in the final Trowbridge Report? 

The views in the Trowbridge Report will be the views of John Trowbridge as the independent 

chairman.  

Whilst we need to remain hopeful that the recommendations will be consistent with the solutions 

that the AFA sees as fair, equitable and practical for consumers, advisers, licensees and insurers, we 

will need to assess the final Trowbridge Report recommendations once they are available and then 

respond accordingly.  

We may agree, agree partially or disagree with Mr Trowbridge’s recommendations. 

How could changes to commissions be implemented? 

There are a range of mechanisms being explored by Mr Trowbridge on how changes could be made. 

Broadly these may include an agreement with the Australian Competition and Consumer 

Commission (ACCC) that would apply to each company that agrees to participate; or 

legislation/regulation through the Government or the Federal parliament.  

The Assistant Treasurer and other members of parliament could have strong views around these 

options. The FSI recommended a legislated solution. This may take some time to resolve. 

Does the AFA agree with Mr Trowbridge’s Recommendations? 

We don’t know yet.  

We have exhausted every avenue to provide research and fact-based information to assist Mr 

Trowbridge in his deliberations. The AFA Board has met four times since the LIAWG process 

commenced, and as a Board where all voting members are current financial advisers, they have 

ensured that the AFA has continued to represent advisers and their clients honestly and clearly.  

We certainly understand the costs and obligations financial advisers have in providing quality, 

strategic and compliant financial advice. We know that advisers, particularly those operating in small 

business practices or as sole-practioners’ need to achieve a revenue outcome that at least meets 

their cost to provide quality advice. It is very clear in our minds that simply changing adviser 

remuneration does not resolve the issues raised by ASIC.  



Insurers, licensees and advisers will each need to take accountability for their part in improving the 

overall standard of retail life insurance advice. This is not just an adviser issue. 

What happens next? 

Mr Trowbridge will release his Final Report in late March 2015. Once it is released, the AFA Board 

will determine a response to it.  

It is important that you understand the AFA will continue to represent the best interests of our 

Members in the lead up to the final report and in assessing and responding to it. 

We will update you further once our response to the Trowbridge Report is determined. 

 

 

 

 


