
 

 

CIRCULAR NO.: 2/2014 

 

ADDRESSED TO: ALL INSURERS, INSURANCE BROKERS AND 

FUNERAL PARLOURS 

SUBJECT: PROHIBITION ON THE LEVYING OF EXCESSIVE 

ADMINISTRATION CHARGES OVER AND ABOVE 

THE PREMIUM PAYABLE IN RESPECT OF AN 

INSURANCE POLICY 

EFFECTIVE DATE: 1 FEBRUARY 2014 

STATUTORY REFERENCE: BROKER’S CODE OF CONDUCT READ TOGETHER 

WITH RDI 11 OF THE INSURANCE DIRECTIVES, 

2008 

 

 

The Authority has noted overtime the undesirable practice of inflating insurance premiums with an 

amount termed as administration fees for intermediation work done by an insurance broker in 

managing a policy. Such a practice is prevalent in funeral insurance policies. The resultant effect is 

that premiums are inflated to the detriment of policy holders.  

Through this circular, the Financial Services Regulatory Authority hereby declares the practice of 

levying inflated administration charges or surcharge by insurance brokers over and above the 

premium payable in respect of an insurance policy as an undesirable business practice. Reference is 

made to the Broker’s Code of Conduct read together with RDI 11 of the Insurance Directives, 2008 

which stipulate the maximum administration fee to be charged by an insurance broker. 

Section 5 of the Broker’s Code of Conduct takes cognisance of the fact that traditional remuneration 

(commission) may not yield a fair return to an intermediary. As such, it makes provision for the 

intermediary to negotiate an additional administration fee with the client. Such additional fee 

negotiated should be disclosed to the client and shall not exceed the maximum rate of commission 

as stipulated in form RD11 of the Insurance Directives, 2008 without the written approval of the 

Registrar.   

The maximum remuneration rate payable in respect of a funeral insurance policy as stipulated by 

RDI 11 is 12.5% of the annual premiums. As such, at any one time, the total premium paid by 



policyholders must not exceed basic underwriting premium plus 12.5% of the annual premiums. All 

insurance brokers and funeral parlours are expected to abide by this directive. 
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