
How will your clients learn what RDR means? 
 
Introduction 
A great deal has been written about adviser charging and there is a wide range of views on how 
prepared advisers are for this explicit form of charging.  Some feel that they are already in full 
control of the facts so there will be no change, whereas others are concerned about the impact on 
their cash flow and are secretly dreading the difficult conversation with their clients. 
 
This issue of client education and engagement goes to the heart of whether organisations will 
migrate to adviser charging successfully and in the run up to RDR it is imperative that all firms 
involved with retail customers spend time on how they present adviser charging to its clients. Such 
conversations, however, will only succeed if the supporting business model and the value to the 
consumer are presented in a structured and logical manner as a clear rationale for the introduction 
of charges.   
 
Key considerations 
In deciding on how to successfully communicate adviser charging to clients, the following aspects 
need to be considered: 

 propositions and brand values 

 costs of the services 

 pros and cons of different fee shapes 

 practicalities and psychology of charging fees and 

 recommended next steps 
 
Proposition and brand values – It is key that the adviser charging offered to clients reflects the client 
proposition being offered and the values of the firm. Is the firm offering a value based proposition or 
a high service proposition. For example, a high service proposition that promises a concierge service 
probably needs to have a charging basis that covers exceptional activity as well as a retainer fee. 
 
Costs of the service- The starting point for operating adviser charging is to know the cost of the 
service. All advisers should be recording their time in order that the cost incurred for servicing a 
client can be better understood. Time recording does not provide accurate costs; for example it is 
quicker to complete some tasks after it has been done once so time recording will unfairly load the 
costs on to the first client. However, it provides indicative numbers in which to measure the 
profitability of a client, a consultant or a type of business. 
 
Pros and cons of different fee shapes - There are a number of different fee shapes that can be 
adopted, which have pros and cons. There is probably no one model that covers all client work but it 
is probably confusing if the adviser runs too many models. 
 
Practicalities and psychology of charging fees – The practicalities and psychology of charging fees 
should not be underestimated. The practical steps that need to be taken for running adviser 
charging are: 
• calculating charge out rates for all staff 
• keeping time sheets 
• setting up the internal processes for monitoring client costs 
• assisting the adviser in calculating and reviewing its adviser charging 
• having a method for fee invoice production and collection 
• processes for debt management 
• checking that the terms and conditions are up to date 
 



 
 
Fee charging is an art not a science and it needs to be seen through the client’s eyes. To help them 
understand the fee, it is important that the client understands the: 

 value of experience, past work and protection (access to recourse) that they get as a result of 
taking advice 

 the fee is presented in an open but nor overly complicated way  

 receive regular bills for expected amounts and 

 it is presented in the context of the benefits of the service and complete cost that the clients will 
incur. 

 
Most importantly, the adviser needs to be confident in presenting the proposition and hence the fee 
for delivering. 
 
Action plan 
Using in-house collateral and insight Bluerock has developed a modularised solution that accelerates 
the process of establishing a clear proposition and an associated adviser/client communications 
plan. Dependent on where they are in their thinking clients can select those modules they require to 
complete their preparations:  
 

Module 1 Define the 
proposition 
and identify 
the target 
client segment 

The first step is to understand and document the proposition for 
existing and new clients. This will provide the foundation to the 
project and ensure that the recommended course of action for 
adviser charging is appropriate for the future business model and 
identify any issues in the transition of the current business to the 
new model. 

Module 2 Define the 
advice process 

Each step of the advice process needs to be identified. The tasks are 
then quantified by the persons carrying out the work and the 
average time taken. Importantly, any high risk tasks need to be 
identified as the adviser charging may include a risk premium. By the 
end of this stage, it should be possible to identify the costs of each 
piece of work. This will guide the level of adviser charge required. 

Module 3 Select a 
Charging 
model(s) 

There are a number of charging models that a firm could adopt 
ranging from time based to event based, fund based or performance 
based. Advisers should probably not restrict itself to using only one 
model; it should probably identify a small number of preferred 
models that apply to most client relationships. This part of the 
exercise will be to identify these models. 
 
Having identified the models that will be used in most 
circumstances, the preferred method of collection needs to be 
identified. 

Module 4 Design the 
processes & 
infrastructure 

The delivery of adviser charging needs to have the right processes 
and infrastructure. This may include: 
• “Ready reckoners” for advisers to price their work for clients 
• processes that need to be introduced in the business; this may 

include timesheets, billing, debt collection, changes to internal 
reporting systems etc. and 

• changes to the business structure to facilitate the delivery of the 
adviser charging model. 

Module 5 Implement The final part of the approach will be to check that the proposal 



communication 
& training 

meets regulatory requirements; are competitive for the current 
client segment and will meet clients’ expectations. Once the 
proposals have been validated, there needs to be: 
• adviser training 
• preparation of communication material and  
• required changes to documentation. 

 
If you would like more information on our adviser/client communication modules please contact 

Michelle Cracknell on michelle.cracknell@bluerock-consulting.com  
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