Broking Fees Guidance Table


Introduction

To ensure that all Staff and any Authorised Representatives (AR’S) are taking a consistent approach in line with Insurance Broking Industry benchmarks and what we consider to be fair and reasonable fees payable by the client we have prepared the following Guidance Concepts, Recommended Minimum and Maximum Broker Fee Table and Key Broker Fee Processes detailed below.

The Recommended Minimum and Maximum Broker Fee Table will be subject to annual review in line with movements in industry premium levels, commission rates, the services we provide and our costs involved in providing those services.

Guidance Concepts

The following guidance should be taken into consideration when deliberating on what is a fair and reasonable Broker Fee to charge a client.  Broker Fees charged to clients over and above the Recommended Broker Fee Table should be able to be substantiated and supported by reference to one or more of the concepts below.

1. Reasonable Hourly Out Rate - A notional hourly rate for time worked, which we would suggest should be between $100 and $150 per hour for junior/assistant staff and $200 to $250 for the senior/principal staff should be applied to any additional time taken on client activities.

2. Accessibility Loading - The hours that you are accessible to the client, if you are available 24/7 as compared to 9:00 to 5:00 Monday to Friday then you are entitled to charge the client a premium for this.

3. Additional Time - The specific additional time-based activities that you undertake that are outside of the mandatory expected remarketing/renewal or new business processing that is typically notionally covered by the commission received from the insurer  Additional activities might include

· Numerous ad hoc phone calls / emails that do not occur with comparable clients’ policies.

· Time spent chasing clients for outstanding documents/payment/accounts queries/resupplying documents/multiple Certificates of Currency etc.

· Time spent on handling claims matters. – Allow 1.75 hrs. per straightforward claim or 2.5% of the claims settlement whichever is the greater.

· Client and underwriter meetings and associated travel and time costs over and above the usual expected for the size and complexity of the client.

· Time taken in Unauthorised Foreign Insurer transactions and validating the relevant exemption.

· Issuing multiple invoices for the one “client” e.g. where the client requests invoices addressed to individual members of a Body Corporate. $100 plus GST per invoice.
· Additional specific reporting and cost/claims/risk analysis requested by the client.

· Complex and technical issues that require time to research / manage / operate.

· Any other activities requested to be performed by the client that is atypical.

4. Unique Offerings - A loading to recover costs incurred where a unique product / price / facility / scheme or service offering has been developed that has taken significant time on your behalf to bring to fruition and also brings significant benefits or cost savings to the client.

5. Client Specific - Any other matter that it is fair and reasonable in the circumstances to charge the client for based on the specifics of the client.  Priority of service, delivery of documents in specified short and time critical situations.

6. Commission Structure Recovery - recovery as a Fee of all commission foregone where cover is placed with an underwriter whose commission structure is less than the industry standard commission for the class of cover involved always bearing in mind that the saving using such underwriters is more than the additional fee charged.

7. Returned Commission Recovery - recovery as a Fee of all commission returned to the underwriter in the event of a return premium or cancellation.

8. Unusual Expenses – recovery as a Fee expenses incurred in providing the broking service, such as payments to third parties who also supply a service to the client, e.g. Risk management consultants.

9. Government Tax Savings – recovery as a Fee 100% of any savings to the client in Fire Brigade Levy, Stamp Duty etc. generated by the policy structure designed and activated on our initiative.

Minimum Broking Fee Table

	Policy
	Transactional
	Business
	Commercial
	Corporate

	Definition Dimension
	Base Premium less than $500 p.a.
	Base premium between $500 and $2,000
	Base Premium between $2,000 and $5,000
	Above $5,000 base premium

	New Business
	$35
	$60
	$85
	$175

	Endorsements
	$15
	$15
	$15
	$15

	Cancellations
	Nil (No refund)
	Nil (No refund)
	Nil (No refund)
	Nil (No refund)

	Renewals
	$35
	$60
	$85
	$175

	Confirmation of Cover
	Nil
	Nil
	Nil
	Nil

	Premium Funding Loading
	2%
	2%
	2%
	2%


The above fee structure are the minimum fees to be charged.  Broker fees can only be reduced by staff duly authorised to do so as documented in each staff members Position Description or as otherwise authorised.

Where the level of work and complexity involved in arranging a client’s insurance is significantly greater than normal, additional broker fees should be charged to reflect the work undertaken.  This is particularly the case where the additional work involved resulted in premium savings or increased coverage being achieved for the client.

Where we are receiving higher rates of commission than is the industry standard the fees being charged to the client should be adjusted to pass the additional commission earnings on to the client.

Where the policy is arranged on a Fee For Service (FFS) basis the amount of commission forgone should be added to the above Broker Fee structure.
Recommended Maximum Broker Fee Table

	This table is to be applied on a Policy by Policy Basis.
	Retail Clients, rollover, no renewal marketing, no claims, no other work
	Retail Clients, renewal remarketing, claims, other activities.
	Wholesale Clients, rollover no renewal marketing, no claims, no other work
	Wholesale Clients – other

	Recommended Maximum Broker Fee (default) where industry standard commissions are payable by the underwriter.
	$100 or 15% of the base premium whichever is the greater.
	$150 or 15% of the base premium whichever is the greater.
	$300 or 15% of the premium whichever is the greater.
	$500 or 15% of the premium whichever is the greater.


Key Broker Fee Processes

The following processes are non-negotiable and are a requirement of both the Insurance Brokers Code of Practice and are consistent with ASIC’s view of what constitutes providing services in a fair and efficient manner.

10. Where an invoice is able to be printed at the time of any client communication send/email the Invoice to the Client.

11. Always provide the client with the Broker Fee information prior to or at the time they are likely to make a buying decision.

12. Never provide the client with a Statement of Outstanding Monies unless the client has previously been supplied with an Invoice or other documentation that clearly discloses the Broker Fee for each item on the Statement.

13. Never include Invoices onto a Funding Contract without the client having seen and approved the relevant Invoice to be added to the Funding Contract.

14. Never raise or instruct other staff to raise Broker Fees for sundry client credits to clear a Clients Account.  All such monies should be either paid to the client, paid to the insurer or other corrective accounting action taken to clear the balance where necessary.

15. Previous levels of Broker fees charged to clients may be used as a guide when charging Broker Fees into the future but cannot be relied upon as sole justification for the amount of any future Broker Fees.

16. Never refer to the total cost of the invoice or alternative insurer quotations as Insurer Premium if there is any Broker Fee included in such amounts being quoted to the client.

17. Whenever quoting costs in emails/verbally (that include a Broker Fee) always include specific advice to the client of the Broker Fee amount.

Monitoring

We have put in place a regular review process across all transactions to identify invoices where the Broker Fee on an invoice is above the relevant Recommended Maximum Broker Fee.  All staff and any Authorised Representatives should therefore expect from time to time to be asked to explain the level of a Broker Fee on any given transaction and the reasoning behind such a Broker Fee.  We do not wish or expect staff or any Authorised Representatives to start individual calculation sheets for each Broker Fee raised.  However, we do expect that staff and any Authorised Representatives would be able to relatively quickly and easily support the level of a Broker Fee charged to a client when requested.

In a nutshell if we charge over the Recommended Maximum Broker Fee we expect that the person deciding on the level of the Broker Fee will have a logical reason for this and therefore will be able to explain this accordingly with reference to the Guidance Concepts provided above.
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