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CHAPTER EIGHT
PRICING INSURANCE ADVICE

While insurance is traditionally a very difficult area to price, more and more firms are 
starting to implement a fee-based offer. There has been much debate around the 
appropriateness of advisers being paid commissions for implementing insurance 
advice, and while the legislative reforms have largely allowed them to remain, they 
have banned commission on certain types of personal insurance, such as group 
policies inside super, and individual policies within default funds (at the time of going 
to press). 
 
There are some camps who feel the writing is on the wall, and that all insurance 
commissions will disappear over the coming years, and yet others believe this carve-
out to be confirmation of the viability of insurance commissions. Regardless of what 
your crystal ball is telling you, the current situation creates complexity for firms who 
intend to continue to receive commissions, to the point that even specialist firms who 
advise purely on risk insurance will need to determine a pricing model so they can 
be paid when it is in the clients’ best interests to hold their policies in a commission-
free structure. The commission you receive for any top-up cover you implement will 
unlikely be sufficient to pay for all of the work required to advise and implement their 
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insurance portfolio. Those who write risk as part of a comprehensive financial plan will 
also need to ensure that they receive sufficient income to cover the additional work 
and complexity that insurance advice adds to their process. 
 
Whilst they remain a legitimate source of income, many advisers do not believe 
commissions alone represent an adequate source of income for the often complex 
advice processes they complete for their clients. Opinions vary greatly on this topic. 
Some believe that clients who do not pay their adviser separately to their insurance 
premiums do not place enough value on their advice, and this reflects on their 
cooperation with the adviser to implement much-needed recommendations. Others 
seek a remuneration method that will pay them for their time to advise and assist 
clients who ultimately don’t get cover enforced. Opponents of this thinking believe 
that the commissions earned from larger premiums subsidise the advice provided to 
the unfortunate few who don’t get cover. 
 
Before deciding how to be paid for your advice on insurance, it is helpful to examine 
precisely what an adviser does for a client when advising on their insurance. You: 

clients.

 
You have a number of options to choose from when selecting how you will be 
remunerated:

then you need to consider if you’ll take the upfront option, or the hybrid or 
level).

commission that exceeds the pre-determined fee.

a lower premium for the client.
 
Irrespective of what mechanism you choose to use to be paid for your insurance advice, 
the fact remains that it’s important to get a handle on the minimum level of revenue you 
need to earn to advise and implement risk recommendations. When determining how 
to charge for insurance advice, follow the same process we reveal in this book, using 
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price and provide an ongoing service offering as well as your initial advice to implement 
the policies. Your ongoing services will likely include taking the client’s administrative 
calls, chasing up outstanding premiums, and regularly reviewing their levels of cover 
and policy inclusions to ensure their insurances continue to meet their needs. There 
are added challenges to be aware of when pricing your insurance advice:

CHALLENGE ONE

It is difficult to assess how much work will be required to get a policy in place. 
Each client and each policy is likely to require a different level of attention from 
the adviser to move through to completion. It is hard to predict how long this 
will take or how much work is required until you complete the client’s personal 
statement, by which stage you will likely have already agreed upon the fee 
you will charge. Even a seemingly healthy young person may have a medical 
condition, or make certain lifestyle choices that will result in extra work for the 
adviser. There are also some applications that require multiple followups, to 
get the reports from the Doctor, or even getting the client to book their blood 
tests/complete additional forms etc.

POTENTIAL SOLUTIONS

where you need to arrange underwriting requirements, and then choose 
to use the same fee for all clients, accepting the fact that those who move 
through more efficiently will subsidise those who require more attention. 

will uncover any of the typical issues that would cause additional time and 
effort to complete the application and/or likely cause their application to be 
declined. If any red flags arise, you can quote a larger fee, and explain the 
potential likelihood of a loading, exclusion or decline and allow the client 
to make the decision to proceed or not (prior to you completing too much 
work!)

assistance up to six weeks after lodging the application, but reserving the 
right to charge an additional fee if the underwriting process requires more 
assistance than usual. In this way, you encourage your client to act quickly 
to fulfil the underwriter’s requirements. You can still opt not to charge an 
additional amount if the time delay does not result in extra work for you, but 
you may like to reserve the right if it turns out to be a particularly hands-on 
implementation.
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CHALLENGE TWO

There will be times when you provide advice and support to a client who does 
not successfully get insured. There are many reasons why an application may 
not complete, and it can be difficult to foresee most of them, so all of the work 
involved in quoting, writing up an SOA, and chasing up underwriting can be 
in vain if the client doesn’t get covered. In a commission model, the adviser 
would receive nothing for their time and effort in this situation; in a fee model, 
the adviser is paid by a client who perceives they have received no value. 
Many advisers don’t feel comfortable about charging a client for their cost 
recovery, as the client has not received value. Often the application is declined 
due to a previously unknown medical condition. While the client can now seek 
treatment for it, being billed by the adviser may add insult to injury.

POTENTIAL SOLUTIONS

challenge can go some way to reducing the incidence of these cases. 
Where a red flag is raised, you can empower the client to make the decision 
whether to proceed or not, knowing full well they may need to pay your fee 
for a fruitless exercise.

of the success of their application, you may reduce the number of clients 
who proceed on a half-hearted basis then pull out of the process before 
completing the application.

that is only payable upon successful insurance applications. 

successful applications, you could apply a premium to every fee charged 
to an insurance client, to effectively subsidise the few policies that don’t 
complete.
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CHALLENGE THREE

Most insurance policies have commissions embedded into the premium, which 
clients would pay, regardless of whether they placed their policy through an 
adviser, or direct with the insurer (if that is possible). Advisers who wish to 
charge a fee in place of the commission have two options. They either receive 
the commission and then physically refund it to the client, or they write the 
policy with the commission rebated. If you choose to receive then refund the 
commission, and your licensee fees include a percentage split of your revenue 
you will need to ensure the licensee does not take their split on the insurance 
commission before passing it through to you (on its way back to the client). This 
option clearly adds an administrative burden that should be factored into the 
amount of fee that you charge.
 
Some insurers allow advisers to write some policies with the commission 
rebated, but only on a similar basis as the level commission option, providing a 
premium reduction of (on average) 30%. There has been much conjecture as 
to whether the entire cost of the commission is deducted from the cost of the 

POTENTIAL SOLUTIONS

effectively securing a life-time premium reduction of about 30% for your 
client. It is important to highlight this to your client as a significant value-add 
and one that will far outweigh the cost of your fee provided they hold the 
policy beyond the first few years. 
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CHALLENGE FOUR

Insurers will claw back commission if a client cancels the policy within a set 
period. If you choose to receive commissions, or charge a fee and refund the 
commission to a client, you may find that you end up refunding all (or much) of 
the income you received for the work you completed. 

POTENTIAL SOLUTIONS

refunded), it is wise to make it clear to your client that should they cancel 
their policy within the clawback period, you will invoice them for the amount 
of your fee that is clawed back by the insurer. Whilst it is arguable if you 
would ever recover this invoice, the clarity may at least make clients think 
twice before implementing and then cancelling a policy in a short space of 
time.

with alternatives to cancelling their policies if times get tough, thus reducing 
the incidence of clawbacks. Clients usually cancel policies because of 
cashflow constraints, or they decide they no longer need the cover. If you 
are providing ongoing advice and support to them, you can assist them to 
make a considered decision, weigh up their alternatives and potentially keep 
their policies in force, while solving their budget issues in other ways. 
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CHALLENGE FIVE

While the previous challenges relate to the initial advice or engagement 
process for an insurance client, perhaps one of the most challenging aspects 
of providing insurance advice is when you have clients who claim on their 
policies. It’s important that you assist your clients through this process, as most 
people are either highly emotional or very sick at claim time (often both), which 
reduces their ability to process information. Many a claim would not have been 
paid were it not for a vigilant adviser helping the client. The challenge is that 
there can be a significant amount of work involved to provide this support, and 
yet many advisers do not feel comfortable charging their clients a fee at their 
greatest time of need.

POTENTIAL SOLUTIONS

for your time in the event that the client makes a claim during the life of the 
policy. You may offer this as an optional fee to the client, or you may apply it 
to all on the assumption that only a percentage of clients will ever claim, and 
you are apportioning the anticipated cost of your claims assistance across 
all of your clients.

engagement process, determine an amount for a claims management 
service, then add this amount to the sum insured (say, $10,000). In this 
way, the client is only paying a minimal increase in their premium to ensure 
that they will have additional funds included in their claim to pay your claims 
management fee. Of course this option will not work for income protection 
and will only be payable in the event of a successful claim. It’s possible that 
you may do a lot of work to assist the client with their claim, only for it to be 
denied by the insurer, and yet clients may like the fact that your support will 
be provided on the basis of a success fee.

fee at the time of claim (either by taking commissions or one of the previous 
suggestions), I recommend that you put in place a Claims Assistance 
Guarantee. This should state that for the life of the policy, if the client needs 
to make a claim or is unsure if they have a claim, you will assist them 
through the process, and hopefully ease the emotional burden that can 
result from dealing with an insurance company in a time of grief or illness, 
and you will not invoice them for this help regardless of how long it takes to 
reach the conclusion of the claim. There is a sample template available on 
the Elixir Consulting website if you’re not sure where to start with this.
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CHALLENGE SIX

Where providing insurance advice as part of a comprehensive financial plan, 
many advisers will take the insurance commission, and then offset that against 
the fee they would have otherwise charged for the advice. There is a risk that 
they do not adequately account for the additional activities that are required 
to implement the insurance components of the plan (quoting, applications, 
underwriting etc).

POTENTIAL SOLUTIONS

assign at least some portion of the commission to cover the risk insurance 
component of your advice. By the time you complete your pricing model, you 
will know the minimum amount you need to charge to cover the time you 
spend to take a client from their initial enquiry through to implementation of 
their financial plan.

 
For example, let’s say you determine that a new client should be charged 
an engagement fee of $3,500, but the insurance you are writing as part of 
their plan will pay you $4,000 in commission if the application is successful. 
It may seem tempting to completely offset the engagement fee. After all, the 
sum received from the insurer is greater. However, to do so would be to 
assume that the extra work involved in implementing the insurance is less 
than $500 worth. You’d be taking a gamble that the underwriting process will 
be straightforward (a rarity), that the policy completes and that the client never 
needs to make a claim. There will be a threshold at which the commission 
represents profit, regardless of how complicated a claims process may be. 
This is the time to make a judgement call and perhaps offset some, or all, of 
the financial planning engagement fee if the insurance commission exceeds 
that threshold. This will be an amount that you must determine. 

So what is the best solution to pricing risk advice? The answer is the same as that for 

and advice business in the country. 
 
Yes, pricing insurance advice is challenging, but it certainly is possible. And for those 
doubting whether clients will pay separately for their insurance advice? The answer 

that advice is articulated and delivered well.
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Speaking from experience...

Anthony Warr, Director, WARR HUNT

      We’ve successfully been charging fees and not receiving commissions for 
insurance advice since 2005. Initially, this was part of providing comprehensive 
financial and wealth management advice, and since 2010 we’ve been providing 
insurance-only advice on a fee-only basis.
 
Where did we start?
We looked at the information we had in our business and used the technology 
available to evaluate the cost of services to clients of different types. We now 
know what the services cost, so can then apply a profit margin, reward for 
value-add and business risk associated with larger or more complex cases.
 
We introduced a pre-underwriting questionnaire to try and identify any 
underwriting hurdles. If it looks like a vanilla application, we know what it costs 
our business to complete the job. If it looks complex, we consider what the 
job is worth, with our profit margin, and then what sort of value overlay we can 
apply for a client with a more complex situation.
 
We let our clients know that when we implement their insurance, they’ll be 
saving at least 30% pa in premium due to commission removal. That’s locked in 
for the life of their product. 
 
For insurance only clients, they can take a ‘no review’ service or ideally a simple 
review service based on goals and financials for a fixed fee. Any change in 
cover and/or product will be priced separately. For claims, we charge at the 
time of handling their claim. Claims are rare relative to underwriting, statistically.  
Our view is we just need to cover costs, we don’t need to make a profit at the 
time of managing a claim.
 
Everything is a learning experience. We use our best estimate to price each 
client, and then we look back at what jobs have cost us and learn from the 
experience. 
 
Our process is focused on the client, providing leadership and keeping them 
accountable to protecting their most important goals. This underpins our advice 
and fee philosophy.

“
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“
My advice to other advisers who are struggling with the concept of fees 
for insurance advice?
What needs to fundamentally change is the advisers mindset. I hear “If I do 
this on commission I would earn $10,000, so how do I invoice a client and get 
them to pay $10,000 for this job?”. Rather than hanging onto something that 
was priced into a product years ago, consider the fact that we’re providing 
professional services. They should be thinking “what is the job to be done and 
what is the value of that job?”. 
 
We are in a unique position to change. Good advice businesses have data, and 
if you’re smart, spend a month or two, or even six months analysing how long it 
takes to deliver insurance advice to a variety of clients. Start while you’re being 
paid by commission, keep doing what you’ve been doing... once you have 
enough evidence to evaluate what it costs to deliver the service, then price it.
 
Ultimately, you may end up with packages with some variable element. In some 
cases it may not be as much as commission, in other cases it may be more. 
 
Don’t underestimate the value of being paid independently of product and the 
trust that comes from that, especially when it comes time to have discussions 
about insurance needs/cost to protect clients’ most important goals.    
 
The future?
There is a major disruption arising in financial services and advice. The evidence 
is clear that demographic, technological and economic change will impact 
greatly on how we do business in the future. 
 
Commission structures bear no resemblance to the cost and value of 
delivering professional advice and administrative services associated with the 
recommendation, implementation and review of insurance needs. 
 
We believe that as a profession we need to set the price for advice 
ourselves.
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