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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 $4,500

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 take 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 — and do
not underestimate the time and cost
that can be involved in managing 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.

It remains to be
seen whether
people are
prepared to pay
a substantial fee
to find out if they
will be accepted
fo commence
paying a
premium for
something they
may end up not
needing

The nature of insurance is such that
your clients may well be paying for
something that ends up being a waste
of money. They get no tangible benefits
aside from peace of mind if they do

not suffer a trauma that is bad enough

to warrant making a claim. Yes, they
get tax deductions but there is always

a net cost for an insurance premium.
However, people still accept that trade-
off because the alternative of not being
insured may be far more costly.

It remains to be seen whether people
are prepared to pay a substantial fee
to find out if they will be accepted

to commence paying a premium

for something they may end up not
needing.

clients are more
emotionally
connected to the
advice and take
greater ownership
it they feel that
they have directly
paid for at least
part of it

The area of insurance commissions is

a complex one, with a large number of
variables that cannot be controlled. It
is important to reiterate the subjective
nature of determining a payment
system; what seems right for one
business is not for another. Our pricing
research unearthed one adviser who

is adamant that every client must

pay at least $1,500 for the adviser’s
engagement fee, regardless of how
much other risk or finance commission
is earned. This adviser’s theory is that
clients are more emotionally connected
to the advice and take greater
ownership if they feel that they have
directly paid for at least part of it. ¢

Sue Viskovic is the Managing Director
of Elixir Consulting, and author of

a number of books and programs
designed for financial planners.

Sue leads a team of Consultants, all
passionate about assisting advisers

to achieve great outcomes in their
business.

Advisers and dealer groups wishing to
access more details on Sue Viskovic’s
Pricing Advice publication can visit:
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