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EXECUTIVE SUMMARY
As the profession of financial planning has evolved from 
an industry focused on product sales to providing and 
implementing a client’s financial plan, compensation 
models have also shifted from a transaction-based model 
of compensation. The predominant method of com-
pensation that has emerged has been the Assets Under 
Managements (AUM) model. While there are many ad-
vantages to this model, there is no reason to believe it is 
the ultimate evolutionary development in fee-only com-
pensation. Limited markets, increasing competition, and 
regulatory concerns have contributed to some advisors’ 
interest in other fee-only compensation models. 

Just as important, disconnects often exist between the 
value added for clients and the the effort required by the 
advisor to deliver services. Service models have contin-
ued to evolve to include the emergence of new values 
added beyond maximizing economic value. These include 
attention to the client’s life values, behavior, and how 
those characteristics affect their financial well-being. 
Therefore, the profession is in need of a fee model that 
represents these new value-added services. The authors 
present the retainer as a potential solution.

The retainer is a value-based system that increases 
compatibility with newer service models and aligns the 
advisor-client relationship, specifically with new fiducia-
ry standards. Further advantages of the retainer model 
include resistance to commoditization, the ability to 
provide service profitably to a much broader market, 
and adaptability to a wide variety of services the advisor 
may wish to make available. Not being tied exclusively to 
the value of assets managed, the retainer removes the 
implied (and erroneous) understanding that investment 
management is the sole service of value being provided 
in a planning relationship.

There are potential disadvantages to the retainer model. 
These include saliency of the fee payment, and limitation 
of the client’s ability to make apples-to-apples compar-
isons between different advisors’ fees and the benefits 
offered. Additionally, there is some risk that the advisor 
will perform less work than he should, or will spend 
more time than is profitable, when the fee is fixed at the 
outset. Each of these risks can be mitigated successfully 
so the retainer model of fee-only compensation can pro-
vide the advisor a competitive and financially successful 
professional practice.

Financial planning has evolved rapidly in its relatively 
young life as the offspring of the broader financial ser-
vices world. This evolution has affected most aspects of a 
financial planner’s job, from the services provided to the 

method of compensa-
tion realized from those 
services. Service offer-
ings changed as efforts 
were made to increase 
the value proposition 
for clients, but also in 
response to increasing 
competition, regulatory 
changes, new technol-
ogy, and consumer de-
mands. As new service 
models are developed 
to better align consum-
ers’ interests and value 

received with advisors’ interests and value provided, 
methods of compensation will also evolve. 

This white paper explores this evolution and why we 
believe the retainer model of compensation will continue 
to grow in relevance and popularity among advisors. We 
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As new service mod-
els are developed to 
better align consum-
ers’ interests and 
value received with 
advisors’ interests 
and value provided, 
methods of com-
pensation will also 
evolve.
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A BRIEF HISTORY
Financial planning is unarguably derived from the broad-
er financial services industry. In her book Garrett’s Guide 
to Financial Planning (Sheryl Garrett, 2007), the author 
provides an excellent review of the history of financial 
planning beginning in the 1960s and 1970s. At the start, 
consumer-based financial services were mainly provided 
by captive agents representing only a single insurance 
or brokerage firm. As product offerings by single firms 
expanded, agents began to provide analysis of these 
products in ways that foreshadowed today’s planning 
process. As agents with an interest in the broader finan-
cial planning process became frustrated with the limita-
tions of their captive offerings, some left their agencies in 
search of a better model. This led to the rise of indepen-
dent broker-dealers who gave agents broader access to 
insurance, annuity, and investment product offerings. 

Under this new independent broker model, some agents 
began experimenting with charging fixed fees for the 
analysis provided (akin to today’s financial plan). In addi-
tion, they received commissions from the sale of prod-
ucts to implement the plan. Under this fee-and-com-
mission model, the advisor served two roles, as financial 
planner and as salesperson. At this stage, we began to 
see compensation models shifting toward the consumer 
paying directly for the value-added service – that is, the 
quantitative analysis provided in the financial plan. How-
ever, in most cases, the fees charged for the plan were 
minimal and barely covered the cost of the work done 
to create the financial plan for the client. Commissions 
on the subsequent product sales (insurance, annuities, 
and investments) heavily subsidized the overhead cost 
and advisor compensation incurred producing a financial 
plan.

As advisors continued to seek ways to improve their 
services and reduce the conflicts of interest inherent in 
product sales, some shifted away from commission prod-
uct sales altogether. These professionals replaced com-
missions entirely with fee-for-service (including fee-only) 
models. The predominant fee-only model to emerge was 

the Assets Under Management (AUM) model, in which 
the advisor was paid a percentage of the total value of 
investments managed on the client’s behalf. This meth-
od grew in popularity through the 1990s and 2000s. 

We attribute this rise to many factors, including:

• Shifts from defined benefit plans to employee-direct-
ed defined contribution plans placing more responsibil-
ity on the employee, who then seeks out expertise to
delegate this new responsibility.

• Improved technology, reducing brokerage service fees
and leading to the rise of discount brokerage platforms
upon which to build an investment advisory platform.

• Boom and bust market cycles combined with an in-
creasing complexity of offerings, which lead consumers
to delegate decision making to experts in the field.

The shift to fee-only models has had many positive 
impacts on financial planning as a profession, advanc-
ing the former ubiquitous product sales model into a 
truer advisory relationship. This has allowed advisors to 
elevate their financial planning advice to a more quanti-
tative model and be compensated for this value-added 
service. That is, the advisor is now paid to help the con-
sumer maximize economic outcome instead of resulting 
in the sale of a product.

PREDICTING THE 
FUTURE EVOLUTION 
OF COMPENSATION
While there are many advantages to the AUM compensa-
tion model, there is no particular reason to believe that 
AUM is the ultimate evolutionary development in fee 
models. We see several factors working against current 
popularity of the AUM fee model:

1. Limited market. According to U.S. Census reports,
less than 13% of households in the U.S. have net worth
exceeding $500,000 (including home equity and other
non-investable assets) (U.S. Census Bureau, 2011). AUM
models rely on sizeable investable assets in order to
generate the fees necessary to cover the fixed expenses
of providing financial planning services. This effectively
reduces the pool of AUM clients with sufficient invest-

start with a brief history of financial planning and the 
evolving services and compensation models that support 
our prediction of growth in use of the flat retainer form 
of compensation. Next, we define the retainer model 
and explore its advantages and disadvantages for advi-
sors. 
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able assets to fewer than one out of 10 U.S. households. 
As AUM-based advising saturates the affluent household 
market, advisory firms will be forced to seek new models 
to continue to grow.  

2.  Increasing competition. As more firms operate under 
an asset-based model, it becomes more difficult for firms 
to differentiate themselves from their competitors. Add 
to this the entrance of lower-cost technology-based asset 
management platforms, and AUM-based fees face even 
more competition. This competition could lead to de-
mand for an increase in value-added services (decreasing 
profitability), to fee-compression (reduced profit), or to a 
shift in compensation models.

3.  Regulatory changes. The recent Department of Labor 
(DOL) release of its fiduciary standard sets a higher bar 
for advice, requiring greater justification of rollovers from 
low-cost 401(k) and other ERISA-covered retirement 
plans to IRA investment accounts managed with higher 
AUM fees. This change should make it more difficult for 
advisors to gather additional unmanaged assets from 
clients.

4.  Revenue uncertainty. For many AUM firms, as-
set-based fees decline with market corrections because 
they are tied solely to total investment portfolio values 

assessed quarterly. 
Market corrections 
cause nervousness 
and possibly even 
panic among clients, 
requiring even more 
attention by the ad-
visor. As others have 
noted, this results 
in profitability from 

AUM fees declining at the same time the value-add to 
the client is increasing (Anderson, Lee, and Veres, 2016).

As we explore the retainer model, we will show how 
these pressures on the AUM model can not only be mit-
igated but in many cases even leveraged by the advisor 
who shifts to a retainer fee model to gain new clients and 
increase profitability.

Up to this point, we have traced the history of financial 
planning from a solely sales model to one focused on 
value-added services. Investment management and 
financial planning best practices today focus heavily on 

maximizing economic outcomes for individual consum-
ers. In light of the client’s individual situation, advisors 
weigh two or more options, then select the option with 
the greatest potential for returns or the option with 
the greatest likelihood to meet a quantifiable goal (e.g. 
achieving a certain size retirement portfolio by desired 
retirement age). For this paper, we refer to this approach 
as a quantitative model. We do not have a crystal ball to 
predict the future, but we believe that financial planning 
is headed toward a next evolutionary step. Specifically, 
we foresee a further elevation of the value of advice 
beyond just economic decisions. 
 
Recent evolution of financial planning has been in part 
driven by rapid advancements in technology. As com-

puting power has 
increased and costs 
have decreased, the 
financial planning 
and investment 
process has become 
less time-intensive. 
Technology and 
software can now be 
used to automate the 

processes of data gathering and input, analysis of data, 
development of recommendations, and in some cases, 
even implementation of advice (automated investment 
management). This frees the advisors’ time to serve 
more clients while at the same time decreasing the cost 
of service delivery. 
 
On another front, academia has taken an interest in the 
intersection of economic decision-making and psychol-
ogy, through the ongoing study of behavioral finance. In 
this relatively new field, researchers have begun to mod-
el and explain what advisors have already known for a 
very long time: People do not always act rationally when 
making financial decisions. Money is inherently tied to 
conscious emotion and subconscious thought. This can 
lead clients to make poor decisions about money or to 
sacrifice their future financial well-being by prioritizing 
current wants over saving for future needs. 

As behavioral economists quantify and explain these 
behaviors, it has become clear that the advisor’s real 
value proposition to clients is to help them overcome 
these negative behaviors. Just providing the client with a 
financial plan is not enough. Even a well-reasoned plan 
that provides the client with all the right action steps to 

The advisor’s real val-
ue to clients is to help 
them avoid negative 
behaviors. Just provid-
ing a financial plan is 
not enough.

While there are many 
advantages to the AUM 
model, there is no rea-
son to believe it is the 
ultimate in fee-only 
compensation.



amount regardless of their individual circumstances. Re-
tainer fees charged by an advisor may vary based on cli-
ent needs, complexity, or value added. Typically, similarly 

situated clients 
are charged simi-
lar fees, with the 
fee determined 
by a formula of 
the advisor’s 
creation. While 
size of investment 
portfolio may be 
one component 
of the retainer 
calculation, it is 

not typically the sole determinant. Many financial plan-
ning retainers may include components related to client 
net worth (including real estate), income, debt, or other 
factors upon which the advisor may decide.  

A retainer fee is a compensation model that can be 
based on the value added to the client. Unlike an hourly 
fee-only model, a retainer is not strictly time-based. It 
may be correlated (at least partially) to time spent by the 
advisor, but it adds the ability to charge a higher or lower 
retainer fee based on a client’s ongoing access to the ad-
visor as planning needs arise. This access for the client at 
no additional charge facilitates the advisor adding value 
by both monitoring implementation of the initial plan 
and by preventing costly mistakes from irrational client 
behavior. In contrast to a commission or asset-based fee, 
determined by the dollar value of product sold or assets 
managed, the retainer model allows the advisor to base 
the fee on and be compensated for a broader set of 
services of value to the client. This may include ongoing 
access and guidance in multiple areas beyond invest-
ment advice, i.e. comprehensive financial and possibly 
life planning related to a client’s goals.

We would be remiss if we failed to acknowledge that the 
word retainer has different meanings based on the pro-
fessional context in which it is used. Note the distinction 
between the preceding definition and the standard often 
applied, for example, in the practice of law. (Note: The 
term retainer is actually not used very consistently, even 
among attorneys.)

Traditionally the concept of a retainer was a fee paid 
to the lawyer to create and preserve an attorney-cli-
ent relationship even when there was no actual work 
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reach their goals is worth nothing if the client does not 
act to implement it. 

As technology reduces the workload of previously 
labor-intensive quantitative planning activities, the advisor 
can now focus her time on qualitative aspects of planning. 
This could include understanding a client’s behavior to 
mitigate or change bad behavior. This might also include 
evaluating options, not based on maximizing wealth but 
on matching outcomes to the client’s values and belief 
system. 

Just as advice must shift from quantitative analysis to 
actually supporting the client’s implementation of the 
professional advice provided, so, too, should compensa-
tion models evolve to reflect this change. The AUM model 
provides an implied value-add to investments – for a fee 
equal to 1% of an investment portfolio, the advisor will 
return economic value greater than or equal to the fee 
in investment performance. If qualitative factors become 
part of the advice service model, a value-based fee should 
be implemented to reflect this evolution. The figure below 
illustrates past and future evolution of financial planning.

Sales Focus: 
Complete 
transactions

Quantitative 
Focus: 
Maximize value 
and make best 
economic 
choices

Qualitative 
Focus: 
Maximize 
outcomes 
including 
behavioral 
elements

DEFINING THE 
RETAINER
In the profession of financial planning or investment 
advising, a retainer is a fixed fee that is determined at the 
outset of the engagement. It does not change during a 
fixed term as contracted. While it may change as the pro-
fessional relationship is renewed from time to time or in 
response to changes in client needs or service offerings, a 
retainer fee does not typically increase or decrease during 
the period of the engagement. 

A retainer fee is a compensation model that can be based 
on the value added to the client. A retainer fee need not 
be a flat rate for all, where clients are charged the same 

A retainer is a fixed fee, 
determined at the outset 
of the engagement that 
does not change during 
a fixed term. It does not 
typically increase or de-
crease during the period 
of the engagement.
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going on. It was done for a variety of reasons, but one 
of them was simply to have the lawyer in your “sta-
ble” and ready to advise you whenever you needed it. 
It was not pre-payment, it was continuing payment.…

More contemporary usage of the term retainer refers 
to a renewable deposit against future legal services. 
… It is placed in a special trust account, and fees are 
billed against the balance. Some agreements require 
that the retainer be renewed when it falls below a 
certain threshold (Thompson & Williams, 2012).

This potential confusion about the term retainer has led 
to some regulatory concern. Washington State securities 
regulators have expressed disapproval, concluding that 
a retainer is a pre-payment and therefore in violation of 
rules prohibiting a requirement for clients to pre-pay fees 
(Thompson & Williams, 2012). At least one other state 
regulatory body has expressed a concern that the term 
retainer may be applied to an arrangement in which the 
investment professional is paid regardless of whether 
services are performed for the client (Utah Division of 
Securities, 2009).

We believe this is not a widespread intended use of the 
word and that using a less ambiguous term to describe 
the fee arrangement would likely satisfy regulatory con-
cerns. In time, the industry may adopt a different term 
than retainer to reduce possible confusion.
 
Overall, we believe a retainer model (as we have de-
fined it) is most compatible with a fiduciary standard 
of care for client relationships. As we write this paper, 
the industry has begun to digest new rules put forth by 

the Department of La-
bor requiring a fiduciary 
standard for advising on all 
retirement accounts. While 
commission-compensated 
professionals may be able 
to conform to these new 
rules, it will become much 
more difficult.  These advi-
sors (and even some AUM 
advisors) may be required 

to create and execute Best Interest Contracts with their 
clients, increasing their compliance burden and liability 
to put the client’s best interest first.  However, using the 
retainer in the manner we present, the advisor would 

qualify for an exemption to this rule under the Level-Fee 
Fiduciary exception (Kitces, 2015).  

Consider the potential for conflict of interest when rolling 
over an employer retirement plan such as a 401(k) to an 
IRA account managed by an advisor. Acting as a fiduciary 
as required by the new law, the advisor will need to show 
how their recommendation to roll into an IRA account 
managed by them is in the client’s best interest. While an 
advisor may argue value is added through their financial 
planning services, the value of those services will have 
to meet or exceed the added cost if AUM fees are higher 
than those in the client’s existing 401(k) or other retire-
ment account.

Under a retainer model based on total client net worth 
or marketable assets, the fee is based on the client’s 
entire situation, including 401(k) accounts. The advisor’s 
compensation would not be affected by an account roll-
over, as it doesn’t change the retainer fee. The retainer 
model using total net worth or total marketable assets 
allows the advisor to remain agnostic as to account 
location for the purpose of fee calculations. In practice, 
the advisor may still choose to retain a custodial rela-
tionship for practice management, efficiency, or access 
to lower-cost investment funds, but the decision on 
account location can be made in the client’s best interest 
as required. If the employer account provides addition-
al advantages such as access to lower-cost institutional 
fund choices, leaving the account in the 401(k) does not 
affect the advisor’s fee.

We believe a 
retainer model is 
most compatible 
with a fiduciary 
standard of 
care for client 
relationships.

COMPARISON WITH 
AUM FEE MODELS
The great popularity of the AUM fee model makes it 
susceptible to the risk of commoditization. From the con-
sumer perspective, there is little difference between an 
AUM-based investment advisor and a managed account 
or wrap program through a broker-dealer. The tremen-
dous increase in technology providing consumers access 
to information and growth in the popularity of (and faith 
in) passive investing further increase the headwinds 
AUM-fee advisors face against perceived value-add in the 
investing world.  

While many advisors are threatened by these industry 
shifts, others are confident that adding comprehensive 
financial planning to asset management resists the trend 
toward commoditization. While retaining the AUM fee, 

REGULATORY ISSUES
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there is a problem of continued perception of value 
directed towards investment management and results. 
When adding comprehensive financial planning to asset 

management without 
changing the basis of 
the fee charged, AUM 
fee advisors have an 
incentive to focus addi-
tional energy on invest-
ment strategies that 
increase portfolio size 
while ignoring financial 
planning activities such 
as human capital plan-

ning, tax planning, or behavioral coaching that may add 
more value for consumers in the long run. The flexibility 
in setting retainer compensation enables firms to charge 
a retainer fee that better represents the value-added 
financial planning services they provide. This flexibility in 
setting retainer fees by definition resists the commod-
itization found with an AUM fee based solely on invest-
ment assets. 

One argument against retainers is the saliency of the fee 
payment method as noted by Michael Kitces in his blog 
(Kitces, 2011). That is, often retainers are paid directly by 
the client, which makes the client acutely aware of the 
fee. Additionally, direct billing via account withdrawal of 
a retainer fee requires positive consent to actually pay 
the fee. In a typical AUM fee arrangement, awareness 
of the fee is reduced through quarterly auto deduction 
from all advisory accounts. In theory, upward momentum 
of client investment values keeps consumers with their 
advisor under an asset-based fee model. 

In practice, a retainer fee can be set up to be deducted 
directly (even automatically) from an advisory account. 
However, Anderson, Lee, and Veres note an increasing 
consumer interest in fee transparency. And even for firms 
that bill fees directly, the anxiety regarding fee saliency 
is often unfounded: One of the authors has experienced 
retention rates of 98%, demonstrating that saliency is not 
a fatal issue. We believe the issue of saliency is less about 
the client’s willingness to pay the fee and more about the 
advisor’s ability to clearly articulate the value received 
for their fee. In fact, one author asked his client advisory 
board if they wished to set up an auto deduction and 
found that clients preferred paying the advisor directly, 
saying a conscious decision to pay reminded them of the 
value of the service received.

We find most clients 
care very little about 
the manner in which 
the fee calculation 
is performed. They 
only want to know 
the total fee. PROFITABILITY UNDER 

THE RETAINER MODEL
Ultimately, a retainer-based system is a value-based 
system. The client is paying for the value of services the 
advisor provides, as well as ongoing access to the advisor. 
Clients can easily understand that financial planning is an 
ongoing process and not a one-time event. The fee cal-
culation includes having access to the advisor when life 
and economic events demand the client’s attention and 
the advisor’s expertise or reassurance is needed. There 
is no implied offer of continuous investment supervision, 
which can actually allow the advisor to forgo many tradi-
tional and expensive asset management activities such as 
performance reporting. 

Just as with AUM fee-only firms, businesses using the 
retainer model can be equally profitable depending upon 
how much value the advisor can add relative to the cost 
of providing that value. In addition to investment activ-
ities, advisors who include unique value-added services 
such as human capital management, specialized tax 
planning, or life planning services can price their retainer 
to account for the cost of providing those services. The 
retainer fee model also allows the advisor to receive 
additional compensation for his or her expertise. For ex-
ample, an advisor highly specialized in tax planning could 
add an income-based component to the fee. The retainer 
fee would increase with income to represent the oppor-
tunity to add value through tax planning. The fee could 
even vary based on type of income, such as wages versus 
self-employment income, further reflecting the complexi-
ty of the client’s situation. 

Retainer fee flexibility can extend to a specialized niche 
an advisor serves. As advisors develop a unique knowl-
edge base, their fees can be customized to their particu-
lar specialty. For example, an advisor working with clients 

There is also some concern that it may be more diffi-
cult to articulate the manner in which a retainer fee 
is calculated. Often retainer fee calculations include a 
combination of income, marketable assets, investable 
assets, etc. These calculations may be more complex than 
the straightforward 1% of assets common among AUM 
advisors. In practice, though, we find most clients care 
very little about the manner in which the calculation is 
performed. Full disclosure, of course, requires advisors 
to make their fee schedule available as explained in their 
ADV. But most clients will only want to know the total fee. 
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“I find the retainer model is particularly useful for 
working professionals whose net worth is reflected 
primarily in the equity in their home and their active 
workplace retirement plan.

Even without discretionary assets to buy products 
or support an AUM fee, these clients certainly have 
the need for comprehensive financial planning.  

As a financial planner in Washington, D.C., many of 
my clients work for the federal government with 
most of their savings in the Federal Thrift Savings 
Plan (the U.S. government’s 401(a) retirement 
plan).  By basing my fees on total net worth, I am 
able to establish a fee that makes it feasible to pro-
vide financial planning services they need and add 
real value.”

			       Frances Goldman, CFP®
			       Frango Financial LLC
			       Washington, D.C.

CHALLENGES OF THE 
RETAINER MODEL
In any discussion of compensation models for personal 
financial planning and wealth management, it is self-ev-
ident that no compensation model is perfect for every 
advisor and every client. 

Retainers do present challenges and possible disadvan-
tages. For example, there is no standard model for retain-
er fees, making them potentially challenging to adopt. 
Advisors must select or devise a method for computing 
the appropriate client fee. Similarly, retainers are not 
as familiar to consumers as more common fee arrange-
ments. This may make it more difficult for consumers to 
feel they are able to make an apples-to-apples compar-
ison between potential advisors. This challenge is easily 
overcome if the services offered by the advisor are dis-
tinctively different from what competitors are offering.

EXPANDING TO NEW MARKETS
who own rental properties could calculate a component 
of their fee based on the real estate portfolio as they 
help with financing and leveraging the properties, assist 
with tax planning, advise on depreciation or 1031 ex-
change planning, etc. 

Additional possible niche applications that fit a retainer 
fee include:

1.  Business owners, real estate owners, farmers, and 
related professionals not looking to make an immediate 
exit. While the business or other assets may be illiquid 
and potential AUM investment assets small, the advisor 
has ample opportunity to add value by providing services 
such as cash -flow analysis, business impact on personal 
finances, retirement plans for the business, tax planning, 
succession planning, and so on. A retainer calculation can 
easily allow for inclusion of these services in the fee. 

2.  Young professionals with high income and few assets. 
In some cases, these clients might even have high debt, 
such as recent graduates from medical or law school. 
While a traditional asset-based fee would make these 
clients undesirable, they can be especially attractive to 
advisors charging a retainer due to their prospects for a 
lengthy client relationship with future fee growth poten-
tial. 

3.  Middle-income households otherwise mostly ignored 
by AUM fee advisors currently, now being served primar-
ily by commissioned agents (Anderson, Lee, and Veres, 
2016). This opens up a huge potential client base to an 
advisor who can adjust retainer fees to reflect lesser or 
greater complexity while adding valuable financial plan-
ning services that grow net worth over time.

Retainers are consistent with long term, higher-contact 
client relationships, which may themselves increase the 
likelihood of referrals from existing clients. This possibil-
ity is enhanced when the client perceives that the fee 
reflects the value added or the expected effort of the ad-
visory firm. For example, if the first year of the advisory 
relationship involves more work than needed in renewal 
years, a higher first-year retainer fee can be charged. By 
contrast, in some AUM arrangements, the effort needed 
to establish the relationship and integrate the client into 
the advisor’s systems may mean that the first year of the 
engagement operates at a loss to the advisory firm. 
 



sumers are asking for financial guidance from advisors 
who are fee-only.

Finally, depending on the objectives of the advisor’s prac-
tice, different fee-only models will be better for different 
practices. Our purpose here is not to attempt to weaken 
the appeal of any other model but to explain characteris-
tics of the retainer model, and our experience with it, for 
advisors for whom it may prove a better fit.

Our experiences with the retainer model have validated 
our decisions to adopt it in our practices. We have found 
that it operates in concert with our preference to estab-
lish long-lasting, ongoing planning relationships with our 
clients. In addition, the retainer fee model tends to make 
the advisor’s business and income resistant to recession. 
(In fact, a retainer-compensated relationship can thrive 
and grow even in serious recessions, such as that in 
2008-09, with no change to the business model.)

In the 1990s, a great deal of attention was focused on 
ways in which commission-compensated professionals 
could make the transition to fees. Journalist (and observ-
er of the profession) Bob Veres commented that if you 
ask a newly transitioned fee-only advisor to go back to 
commissions, the answer would be a strong “no,” and 
that if you put a gun to his head and tell him he has to go 

back, he would answer, 
“Pull the trigger.” By the 
early 2000s, Veres ob-
served the same absolute 
commitment to retainer 
compensation from those 
who had previously been 
paid based on AUM.
Veres has also noted that, 
in the same way that 
water running downhill 
can foretell where it will 
accumulate and pool, the 
movement of the profes-

sion from commissions to fees, and from the predomi-
nance of AUM toward retainers, is likewise clear to him. 
We agree and believe the retainer model will continue 
to provide advisors a method of strong compensation 
that reflects the many values they provide to their clients 
and allows them to differentiate themselves clearly from 
their competitors. 
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A retainer fee that is fixed at the outset of the engage-
ment presents a potential conflict of interest, in that 
there may be some incentive to do as little work for the 
client as possible. This is a conflict that could appear 
in any model that does not link the fee directly to time 
spent. This particular risk is mitigated by the fact that 
in a service business such as financial planning, provid-
ing a high level of service and satisfactory outcomes for 
clients is the key to success. Loyalty (continuing renewals 
of a client’s retainer relationship) and potential future 
referrals should be sufficient incentive for the advisor to 
provide a high level of service. 

Another risk is over-delivering services provided for 
a stated fee, potentially reducing profitability. This is 
especially an issue for newer advisors because they are 
less confident in their value proposition or hungrier for 
revenue. They may underprice their retainer fee for the 
complexity and time required to serve a potential client. 
Having standardized offerings with clearly stated expec-
tations of service can reduce this risk.

In a retainer relationship, it may be more difficult for the 
advisor to be away from the office for an extended peri-
od of time, especially in a solo practice. There would also 
appear to be some risk that clients could attempt to take 
advantage of the absence of hourly billing to demand 
additional service from the advisor. While an under-
standable concern, this appears to be a rare occurrence 
in practice and can be mitigated by setting clear expec-
tations with the client and including liberal cancellation 
clauses in a written retainer agreement. 

SUMMARY
We believe that fee-only compensation – whether hour-
ly, AUM, project, or retainer – can assure the consumer 
of the advisor’s relative lack of conflicts of interest better 
than any commission-based model of compensation. We 
leave the justification of the fee-only model to others 
who have argued it long and persuasively.

Still, it is indisputable that clients can be well-served – or 
ill-served – under any compensation model, whether 
commission only, fee-only, or otherwise. No compen-
sation model makes the advisor immune to an inability 
or unwillingness to effectively serve the client. But the 
fee-only model is increasingly popular, and many con

A retainer-
compensated 
relationship can 
thrive and grow in 
even serious 
recessions, such as 
that in 2008-09, 
with no change to 
the business model.



ABOUT ACP
The Alliance of Comprehensive Planners (ACP) 
is the community of tax-focused financial plan-
ners operating under the retainer model.

ACP has been helping its members build successful prac-
tices since 1995. ACP trains its members in the ACP System™, 
an extensive program based on the highest ethical standards 
and most innovative practices in the financial planning industry. As 
fee-only fiduciary financial planners using the retainer model of com-
pensation, ACP members provide their clients financial plans that are com-
prehensive, considering not only investments but also the tax consequences 
related to investment and other financial strategies. ACP member advisors opti-
mize the use of assets for tax efficiency, growth, and security to support their clients’ 
goals and maintain their CFP® or CPA/PFS (or equivalent) designation and/or licenses. 
Most of all, as a not-for-profit organization, members benefit from a vibrant nationwide 
community of mutually supportive, like-minded colleagues dedicated to putting their clients’ 
interests first.  

For more information, visit www.acplanners.org.

SPECIAL THANK YOU
The writing of this white paper was intended to supplement the increasing frequency of conversations around 
the retainer model of compensation in the financial planning industry. While we cited any sources we drew from 
directly, we want to acknowledge the many thought leaders, industry speakers, and authors who have discussed 
many of these same ideas. The authors would like to give a special thank you to the Alliance of Comprehensive 
Planners (ACP) (formerly the Alliance of Cambridge Advisors), its founder Bert Whitehead, and its many volun-
teers and members for pioneering and advancing many of the ideas we have presented in this paper. 
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