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Insurance is a significant household expense. 
In the current cost-of-living crisis, customers 
are paying close attention to their expenses, 
including insurance. Clear pricing information 
is especially important when customers are 
deciding whether to renew their cover and 
how to manage the cost of their premium.

Insurance renewal is a critical time when customers 
often decide whether to continue their cover and choose 
how to pay. At that point, insurers should provide clear 
and accessible information about the total cost of each 
payment option. Customers should not have to search 
through multiple documents, follow links, make their own 
calculations or infer key pricing information to understand 
the costs of their insurance.

Customers need transparency about costs to make 
informed decisions. This is particularly important when 
paying in instalments means the premium costs more 
overall. Paragraph 21 of the General Insurance Code of 
Practice reinforces this expectation by requiring insurers 
to be honest, efficient, fair, transparent and timely in their 
dealings with customers.

This report examines whether insurers are providing 
customers with clear and effective information at renewal 
about the cost of different payment options, and whether 
current practices support informed consumer choice.

For many customers, choosing between paying their 
insurance premiums annually or by instalments can have 
financial consequences. In some cases, paying monthly or 
quarterly costs customers substantially more overall than 
paying annually. The information insurers provide should 
make it easy for customers to clearly understand any price 
difference before deciding whether to renew their policy 
and how they will pay for it.
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Our review

We reviewed the renewal disclosure practices of 
20 insurers to assess whether they are providing 
customers with clear information about the cost of 
different payment options at renewal. 

In particular, we examined whether insurers 
charged different amounts depending on payment 
frequency and how clearly they disclosed those 
differences to their customers. 

We selected a mix of insurers of different sizes and 
policy volumes. This provided a broad cross-section 
of the industry and allowed us to assess a range of 
practices. 

To understand industry approaches, we first 
conducted a desktop review of the insurers’ websites 
and publicly available information. We then asked 
the insurers whether premium amounts differed 
depending on payment frequency, the reasons for 
any differences, and how they communicated them 
to customers.

Our review looked beyond technical disclosure. We 
assessed whether customers could easily identify 
and understand the cost difference between 
payment option at the point they were deciding 
whether to renew and how to pay. 

This distinction was important. Information may 
exist in a policy document, supplementary guide 
or linked material, but still not give customers a 
clear and easy way to understand the cost of their 
payment choice.

We examined whether insurers were giving 
customers transparent information at renewal, 
consistent with the intent of paragraph 21 of the 
Code of Practice.

Paragraph 21:

We, our Distributors and our Service Suppliers will 
be honest, efficient, fair, transparent and timely in 
our dealings with you.
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Payment options can affect total costs

We identified variation in insurers’ pricing based 
on how customers pay their premiums. Based on a 
sample set of policies we reviewed, we found that 
customers paying by instalments may incur an 
additional cost of around 7-11% compared to paying 
annually. 

Of the 20 insurers we reviewed, eight did not charge 
customers more for paying monthly or by other 
instalments. The remaining 12 charged more when 
customers chose to pay by instalments.

The insurers that charged more for instalment 
payments gave several reasons for their 
approaches. These reasons varied across insurers 
and included:

•	 Additional administrative and processing costs 
associated with managing more frequent 
payments. 

•	 Analysis and claims data indicating that 
customers who pay more frequently may, on 
average, generate higher overall claims costs.

•	 Reduced investment income when premiums are 
received over time rather than upfront.

•	 Higher rates of policy lapse or cancellation 
among customers paying by instalments.

•	 Increased risk of fraud. 

•	 Alignment with industry pricing practices.

We do not have a role in assessing or determining 
pricing practices. We acknowledge that insurers 
may have commercial reasons for charging more 
for premiums when customers choose to pay by 
instalments.

However, we encourage insurers to be upfront and 
clear about pricing differences so that customers 
can make an informed choice.

This is especially important in the current cost of 
living context, where customers who choose to pay 
by instalments may do so because they are less able 
to absorb significant upfront annual costs.

insurers did not charge customers
more for paying monthly8

insurers charged more when
customers chose to pay by instalments12
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Some insurers are not giving customers clear enough information 
at renewal to understand the cost of their payment options

Of the 12 insurers that charge different premiums 
based on payment frequency, four clearly disclosed 
the cost difference and the potential savings 
available to customers if they chose to pay annually. 

One insurer confirmed it no longer issued the 
product with differential pricing, meaning the 
renewal notice for that product will no longer be in 
use. One insurer started offering instalment options 
in the past year and was still developing renewal 
notices at the time of the review. We will review 
those notices when they are available.

The remaining six insurers did not clearly explain 
the cost differences between paying annually and 
paying by instalments at renewal.

Of these six, two insurers maintained that their 
current approaches were sufficient. One of these 
insurers relies on disclosing instalment fees across 
multiple documents, with key information split 
across schedules, inserts and webpages rather 
than clearly consolidated in the customer’s renewal 
notice. Another uses general messaging that 
customers may pay less annually but does not 
quantify the difference at renewal, instead directing 
customers to its Premium, Excess and Discount 
Guide and other linked documents for further pricing 
information. 

These approaches are not sufficiently transparent. 
Customers should be able to immediately see, at 
the point of renewal, whether paying by instalments 
will cost more overall, how much more it will cost, 
and the financial impact of that choice without 
needing to perform their own calculations or search 
through other materials. 

For these six insurers, renewal notices lacked clear 
and comprehensive information. While the insurers 
told customers that the price may be different when 
paying in instalments rather than annually, the 
precise differences were not clearly set out.

In these cases, customers who want to compare 
payment options need to follow links to external 
documents, review supplementary guides or 
manually calculate the additional cost of paying 
monthly or through instalments. This made the cost 
difference harder to understand at the point when 
customers were being asked to decide whether to 
renew and how to pay.

We also found that renewal communications from 
the six insurers often focused on the customer’s 
existing payment type and did not provide a clear 
comparison with the other options available to 
them. In all cases, the information given to renewing 
customers was less clear than the information 
available to new customers.

Two insurers advised that pricing differences applied 
only to a limited number of products. However, 
the information they provided showed that many 
customers in those products pay by instalments and 
incur higher total costs. 

Of the 29 products or product lines reported by 
the six insurers that did not clearly explain cost 
differences, 26 had one-third or more customers 
paying monthly or fortnightly, and 11 had half or 
more customers paying monthly or fortnightly.

This shows the practical importance of clear 
disclosure at renewal. When payment frequency 
affects the total premium, a significant number of 
customers may be paying higher total premiums 
through monthly or fortnightly arrangements. 

SIX
insurers

did not clearly 
explain the cost 
differences



Clear costs at renewal: payment options and pricing transparency 7

Good price transparency

Our review identified good examples of transparent 
pricing information that made it easier for 
customers to understand the cost of their payment 
choice at renewal.

Good renewal notices clearly show customers what 
they will pay under each available option, so they 
can make an informed choice. This gives customers 
a simple way to compare payment options and 
make informed decisions.

For example, prices should be prominent and 
placed close to the payment information in the 
renewal notice so that customers can clearly 
see the comparison. Supporting documents can 
provide additional background detail, but the cost 
difference must be clearly presented in the renewal 
notice. 

Better practices identified in our review included:

•	 Showing the total annual cost for each payment 
option.

•	 Clearly stating the difference costs in dollars and 
percentages.

•	 Using plain language to explain why the costs 
differ.

•	 Presenting the options together so customers 
can easily compare.

The clearest and most effective example we found 
used direct, customer-focused wording and showed 
both the cost difference and the potential saving: 

If you pay monthly, the total cost of your premium 
will be $X. Paying annually would cost $Y. You 
would save $Z by paying annually.

This example supports informed choice with 
the information the customer needs at the right 
moment. It makes the cost differences clear.

Clear and transparent renewal notices do not 
require complex explanation. In most cases, 
customers need a simple comparison of total cost 
and dollar differences between payment options. 
The renewal notice should give customers enough 
information to understand the cost of their choice 
without having to search, infer or calculate it 
themselves.

Practices insurers should avoid

Our review also identified practices that made it 
harder for customers to understand the cost of their 
payment choice.

Poorer renewal notices included vague statements 
that annual payments “may be cheaper” or that an 
instalment fee “may apply”, without clearly showing 
the amount or the difference. These statements 
alert customers that there may be a difference, but 
they do not give customers the information needed 
to compare options.

Some pricing information was fragmented across 
renewal notices, policy schedules, supplementary 
guides, product documents or webpages. This 
is complex and makes customers work too hard 
to understand the cost of their payment choice, 
particularly at renewal when they are being asked 
to decide.

Insurers should avoid disclosure that requires 
customers to:

•	 follow links to find key pricing information

•	 read separate documents to understand cost 
differences 

•	 calculate the total annual cost of monthly or 
instalment payments themselves

•	 infer the cost differences between payment 
options 

•	 rely on general statements rather than clear and 
specific pricing information. 

For customers who choose to pay by instalments, 
insurers should clearly show the cost difference 
compared to paying annually. Insurers should 
avoid presenting the yearly total of instalment 
payments as if it were the annual premium, without 
also showing the lower cost of the actual annual 
premium when one is available. Without this 
distinction, customers may not understand the cost 
difference between payment options or the savings 
available. 

These practices reduce price transparency at 
renewal and make it harder for customers to 
compare payment options and understand the 
financial effect of their choice. 

When payment frequency affects the total 
premium, renewal disclosures should do more than 
indicate that a difference may exist. They should 
clearly show the difference in a way customers can 
readily understand.
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Next steps

We will continue to monitor insurers’ practices 
for disclosing costs when the payment frequency 
affects the total premium.

We expect insurers to review their notices for all 
products that are subject to different pricing for 
different payment types. Insurers should consider 
whether the notices are clear, transparent and 
timely, and whether it gives customers the 
information they need when deciding whether to 
renew and how to pay.

Of the six insurers from our review that did not 
clearly explain cost differences, four have already 
advised us that they are making changes to 
improve the transparency of their renewal notices. 
We welcome this and will review the updated 
notices to assess whether they provide the level 
transparency we expect.

Two insurers advised that they do not intend to 
make changes to their current practices. We will 
follow up more formally with these insurers and 
give them an opportunity to improve their renewal 
notices.

If insurers are unwilling to adopt sufficiently 
transparent pricing practices, we will consider 
further action.
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