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ASIC Reduces Commission Caps

As part of the raft of changes to do with conflicted adviser remuneration that began with the legislation passed by the
Federal parliament earlier in the year' ASIC has launched a new instrument fixing the maximum amount of fees and
continuing commissions advisers can charge on life insurance risk products.

The Instrument will come into operation in January 2018 and will put a lid on the amount of advisers' commissions and
the clawback to clients if a policy is cancelled within the first two years.

According to ASIC deputy chair, Peter Kell, these commission caps will reduce the incentives for inappropriate advice,
particularly around switching clients into new policies where this is not in their interests.

The instrument, the “ASIC Corporations (Life Insurance Commissions) Instrument 2017/510" sets an “acceptable benefit
ratio” for benefits given to a financial services licensee, in relation to a life risk insurance product because of the issue of a
product (initial commission) at 60%.

A maximum acceptable ratio of 20% is fixed for trailing commissions.

There will be a transition period, with the initial commission cap set at 80% from 1 January 2018 and 70% from 1 January
2019 before finally dropping to 60% in 2020.

The law extends to the direct sale and marketing of life insurance products.

To view the ASIC Corporations (Life Insurance Commissions) Instrument 2017/510 click here.
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