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Fee-Only Financial Advice: Do You Really Know What It Means?
How does fee-only financial advice differ from fee-based or commission-based advice? Knowing the difference is a critical step toward receiving unbiased help.

BY DAVID BROMELKAMP, PUBLISHED MARCH 4, 2026

When investors look for a financial advisor, one of the most common terms they encounter is fee-only. The phrase sounds straightforward, but it is often misunderstood. Fee-only is not a description of advice quality or an advisor's intentions. It is a method of financial advisor compensation, and financial advisor compensation plays an important role in shaping financial advice. Understanding how an advisor is paid can help investors better evaluate potential conflicts of interest and decide what type of advisory relationship is right for them.

The three basic advisor compensation models
Most financial advisors are compensated in one of three ways:
· Commission-based
· Fee-based (a combination of fees and commissions)
· Fee-only

Although these terms are sometimes used interchangeably, they describe materially different financial advisor business models.
1. Commission-based advisors
Commission-based advisors are paid when they sell financial products. These products may include mutual funds, annuities, insurance policies or other investment solutions. Compensation typically depends on:
· The type of product sold
· The amount invested
· The frequency of transactions

Because income is tied directly to product sales, this model creates an inherent conflict of interest. The advisor may be financially rewarded for recommending certain products over others. While many commission-based advisors aim to serve clients well, the compensation structure can make it difficult to separate financial advice from financial product sales.
2. Fee-based advisors: A hybrid approach
Fee-based advisors charge advisory fees but may also receive commissions from selling financial products. Despite the name, fee-based does not mean fee-only.
Under this hybrid structure, an advisor may:
· Charge an ongoing advisory fee
· Earn commissions on some recommendations
· Operate under different standards depending on the service provided

For investors, this can make it harder to determine when advice is fully objective and when compensation may influence recommendations.
3. Fee-only financial advice
Fee-only advisors are compensated solely by their clients. They do not receive commissions, referral fees or other forms of product-related compensation. Fee-only compensation may take several forms, including:
· Hourly fees
· Flat or project-based fees
· Retainers
· A percentage of assets under management

The defining characteristic is not how the fee is calculated, but who pays it. In a fee-only relationship, the client is the only source of compensation.

Who defines fee-only?
Because compensation terminology is not always used consistently, investors may wonder who defines what fee-only means.
One widely cited definition comes from the National Association of Personal Financial advisors (NAPFA). NAPFA is a nonprofit organization that admits only financial advisors who meet strict financial compensation model standards. To qualify for NAPFA membership, advisors must:
· Accept no commissions of any kind
· Be paid exclusively by clients

Within NAPFA, a standing membership committee reviews applicants and existing members to confirm that they meet the organization's fee-only compensation requirements. The NAPFA committee reviews applicants before admission, and advisors who receive financial product sales commissions or operate hybrid financial advisor compensation models are not eligible to join the organization. This makes NAPFA's definition of fee-only compensation a credible, independent third-party reference point for investors seeking clarity.

Why compensation matters
A conflict of interest exists when a recommendation benefits the advisor financially in a way that may not benefit the client. In financial advice, compensation-related conflicts can be particularly influential because they:
· Are ongoing rather than occasional
· Are not always visible to investors
· Affect which options are presented and emphasized

When financial advisor compensation is tied to financial product sales, even well-meaning advisors may face pressure, conscious or not, to recommend solutions that generate higher compensation.

Is fee-only advice more objective?
Fee-only financial advice is generally considered more objective because financial advisor compensation does not depend on product selection. Fee-only financial advisors are paid by their clients for:
· Advice
· Analysis
· Planning
· Guidance
Their compensation does not increase if a client purchases a particular financial product. As a result, fee-only financial advisors are structurally positioned to recommend lower-cost options, evaluate alternatives more openly, and sometimes advise clients when not to take a particular action. This does not eliminate all potential conflicts, but it removes one of the most significant sources of biased financial advice.

What this means for investors
Many investors assume that professional financial advice is inherently objective. In practice, advice is heavily influenced by how financial advisors are paid. The effects of biased advice often emerge gradually through higher fees, underperformance or illiquid financial products that are difficult to change later. For consumers, understanding financial advisor compensation is not a technical detail - it is a practical consideration. Fee-only financial advice may not be the best fit for every investor, but it offers a level of transparency that many find valuable. When evaluating a financial advisor, asking how they are compensated is a reasonable and important first step.

In evaluating the source of financial advice, understanding how a financial advisor gets paid can help investors better understand the objectivity of the advice they will receive.
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David Bromelkamp, Founder, AdvisorSmart
David Bromelkamp is an investor advocate and the founder of AdvisorSmart®, which was established in 2018 to provide investors with the education they need to access better financial advice. Sometimes referred to as the "Jerry Maguire of Financial Advice," he is passionate about objective financial advice and is leading the charge to educate investors about the best approach to finding and retaining objective, fee-only fiduciary financial advisors. His first book, AdvisorSmart for the Individual Investor: Your Guide to Selecting a Financial Advisor to Get Better Financial Advice, was released in April 2025 to arm consumers with the knowledge they need to succeed.

About Adviser Intel: The author of this article is a participant in Kiplinger's Adviser Intel program, a curated network of trusted financial professionals who share expert insights on wealth building and preservation. Contributors, including fiduciary financial planners, wealth managers, CEOs and attorneys, provide actionable advice about retirement planning, estate planning, tax strategies and more. Experts are invited to contribute and do not pay to be included, so you can trust their advice is honest and valuable.
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