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agents to aid in the understanding, tracking, and management of commissions. The Royal
Neighbors “Contract to Represent,” “Contract to Represent with Authority to Recruit,” the
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Royal Neighbors of America
Commissions

I. Payment Schedules

a.

b.

C.

Agents may receive commission payments on different schedules per agent number

based on the agent’s request, agent contract status, and/or type of payment sent.

A minimum of $50 must be accumulated on an agent number account prior to payment

on the next scheduled payment date.

Daily — Most active agents choose the daily payment option. Commission statements are

available the business day following any commission activity.

¢ Requirements for Daily Pay: Active agent status and direct deposit account on file.

Weekly — Commission statements are available on Wednesdays for the previous week’s

commission activity (Wednesday through Tuesday).

¢ Requirements for Weekly Pay: Active agent status.

Monthly — Commission statements are available on the first business day of the calendar

month.

1. If an agent account is terminated or subject to garnishment, levy, or bankruptcy
withholding, payments will be changed to a monthly payment schedule with no
exception.

Funds Availability:

1. Funds listed as the “TOTAL Payment Amount” are available in the agent’s direct
deposit account 2-3 business days following the commission statement Run Date.

2. Check payments are mailed the next Monday or Thursday following the commission
statement Run Date.

[Il. Payment Type

a.

Direct Deposit — Most agents prefer to receive payments via direct deposit directly to a
bank account on file. Commission payments are available in the direct deposit account
2-3 business days following the commission statement Run Date.

The direct deposit account on file can be changed by agents up to (3) separate times per

calendar year.

1. To change direct deposit information, complete the Direct Deposit Authorization
Form found on the agent website or requested from the Commission Department
(contact information in Section XI).

2. Return the form to the Commission Department via fax or email.

3. Per the form instructions, include a copy of a voided check.

4. In lieu of a voided check, remit a letter on bank letterhead, signed by a banking
officer including a verification of the routing number, account number, and
confirmation that the agent or entity contracted is an authorized owner/signor on the
account.

5. Voided checks or bank letters must have both the agent’s name and account
information printed to confirm payments are being sent to the contracted
agent/agency.

6. The individual/business on the check or letter must match the agent/agency
contracted with Royal Neighbors.

7. Starter checks or handwritten information is not acceptable.

Check Payments — An agent may request to receive check payments. Check payments

may only be sent on weekly or monthly payment schedules and will be sent via regular

mail to the current address on file on the next Monday or Thursday following the
commission statement Run Date.
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[ll. Commission Terminology (see Appendix for full glossary)

a. Advance — An advance is the estimated commission for all or a portion of the first-year
commissions for a newly activated life certificate.

1. There are (3) criteria necessary to be eligible for advance payments.

e Agent must be approved for advance commission payments. This is a
determination between Royal Neighbors and the IMO at the time of contracting.

e Advances are only paid on certificates for which premiums are paid on a monthly
basis via EFT. All others (quarterly, annual, etc.) will be paid as earned.

o Advances are not paid on Personally Controlled Business: business written on an
immediate family member, yourself, or another Royal Neighbors agent.

2. Advance commissions are generated on the Activation Date of a certificate.

b. Secured Advance Balance — An advance payment is “secured” if the associated
certificate is active, and premium payments are expected to be received for the indefinite
future. The expectation of premium payments serves as collateral for the advance.

1. As premium payments are received for a certificate, the corresponding Secured
Advance Balance is reduced by the commission calculated on the received premium.

2. If the certificate terminates or lapses, the Secured Advance Balance becomes an
Unsecured Advance, and is owed back to Royal Neighbors.

3. The Secured Advance Balance is visible on Commission Statements (Earned
Commission Statement section) when a premium payment is paid as the “Cert Adv
Balance.” An example is provided in the Appendix.

c. Unsecured Advance — An Unsecured Advance is advance commission paid to the agent,
but the respective certificate(s) has terminated/lapsed/surrendered and any unearned
advance is immediately due back to Royal Neighbors.

d. As Earned — Commissions are “earned” when premium payments are received by Royal
Neighbors.

e. Immediate / Charge-back / Debit / Unsecured Balance — The Immediate Balance is the
current balance owed back to Royal Neighbors which must be fully recovered before any
additional commission payment is sent. See Section VI for additional details.

IV. Commission Process Overview
a. Advance Commission Process (if the agent/certificate is eligible)

1. Certificate is activated by underwriting.

2. Advance is generated the same date as Activation Date.

3. Commission statement is available the next scheduled payment date following
Activation Date.

4. Secured Advance Balance is issued on the agent account. Added into “Deferred
(Secured Advance Balance)” and “Aggregate Balance” on Commission Summary
page of statement. See the Appendix for examples of commission statements.

5. Premium payments received reduce the Secured Advance Balance by the
corresponding commission amount.

6. Once the Secured Advance Balance is paid down to zero, remaining first-year and/or
renewal commissions are paid “as earned” with the receipt of premium payment(s).

7. If a certificate terminates or lapses at any time before the Secured Advance Balance
is recovered in full, any outstanding balance is charged back as an Unsecured
Advance and is immediately due back to Royal Neighbors.

b. Earned Commission Process
1. Certificate is activated by underwriting.
2. Premium payment is received or drawn on date specified in contract.

INSURING LIVES ® SUPPORTING WOMEN & SERVING COMMUNITIES™ 6



3. Commission statement is available the next scheduled payment date following the
receipt of a premium payment.

4. Earned commission is either 1) applied to the Secured Advance Balance
corresponding to the certificate, 2) credited to the agent if the Secured Advance
Balance is recovered in full, 3) paid* to the agent if he/she is only eligible to receive
earned commissions, or 4) applied toward any charge-back balance or Immediate
Balance.

*Cash pay-out is dependent upon the accumulated positive commission balance
reaching the minimum $50 threshold.
c. Commission Payment Process

1. Commission statements showing both the advance and earned commission activity
during the current payment period is available on the next scheduled payment date.

2. The net pay-out for the commission statement activity is available on the commission
statement Summary Page as the “TOTAL Payment Amount.”

3. Funds listed as the “TOTAL Payment Amount” are available in the agent’s direct
deposit account 2-3 business days following the commission statement Run Date.

4. Check payments are mailed the next Monday or Thursday following the commission
statement Run Date.

Commission Activity
Processed Commission
Commission Statement Available
Statement "Run Date"

*Direct deposit required for daily payments on active agent accounts only

Funds Available in
Direct Deposit
Account

Current Week
(Wed-Tue) Tuesday Wednesday Thursday/Friday
Commission Activity Commission Commission Funds Available in
Processed Statement "Run | Statement Available | Direct Deposit Account
Date" or Check Mailed

Weekly
Payments

Previous Calendar Final Day of First Business Day 1-2 Business Days
Month Calendar Month  of Calendar Month Later
Commission Activity Commission Commission Funds Available in
Processed Statement "Run | Statement Available | Direct Deposit Account
Date" or Check Mailed

Monthly
Payments
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V. Commission Calculations

a.

To calculate an advance:
Annual . %ofYear |, Commission _ Advance
Premium Advanced Rate Amount

OR
1. Calculate Monthly Premium.

Annual Premium
12
2. Calculate Monthly Commission.

= Monthly Premium

Monthly Premium * Commission Rate = Monthly Commission

3. Calculate Advance Amount.

Monthly Commission * Advance Months = Advance Amount

To calculate remaining Secured Advance Balance:

1. Calculate Advance Amount as shown above.

2. Determine number of successful premium payments paid.
3. Calculate Commissions Earned.

#Premium . Premium _ Commission _ Commission
Payments Amount Rate - Earned
4. Reduce Advance Amount by Commissions Earned.

Advance Amount - Commissions Earned = Advance Balance

Agents can split commissions as long as split percentages equal 100%:
1. Ex: 50-50%, 25-75%, 60-40%.

2. Calculate split commissionable premium.
Commissionable
Premium

3. Follow remaining calculations above.

Split % * Premium Amount =

VI. Charge-backs

a.

b.

Any negative Immediate Balance on an agent account must be fully recovered with

100% of commissions before additional commissions will pay out to the agent.

Earned Commissions may be charged back to the agent account if a premium payment

is returned or reversed.

1. Will result in an “Unpaid Commissions” balance.

2. Earned Commissions, when charged back, are displayed on the commission
statement, and transferred to the Unpaid Commissions balance on future
commission statements until paid in full.

Advances may be charged back for certificates that are cancelled or lapsed before the

Secured Advance Balance is fully recovered with incoming premium payments.

1. Will result in an “Unsecured Advance” balance.

2. Unsecured Advances will remain segregated by certificate until recovered.

3. Unsecured Advance balances are recovered before unpaid commissions.

Immediate Balances are available on the agent website by looking at:

1. The Commission Dashboard on the Home Page.

2. The Commission Balance Report.

3. The Balance Summary provided on each commission statement.
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e. The Balance Summary on the commission statement provides a comprehensive balance
of the agent account as of the Run Date of the statement.

Sum of
guals

Unpaid Reversal of commission based on the reversal or
Commission return of premium payments Yes
Net charge-back of advance commission that was
Unpaid Advance [previously considered earned. No
Unsecured Charge-back of unrecovered advance balances for
Advance lapsed or terminated certificates No
Sum of Unpaid Commission, Unpaid Advance, and
Immediate Unsecured Advance; represents the total current
Balance debit balance due back to RNA
Deferred Unrecovered advance balances for active
(Secured) certificates which are secured by the active status
Advance Balance |and expecation of future premium payments No

Aggregate Balance

Sum of Inmediate Balance and Deferred (Secured)
Advance Balance

*If Unpaid Commission or Unpaid Advance balance is positive, commission balance

has not reached minimum $50 threshold to pay-out. Will continue to accumulate until

$50 is reached.

Sum o
equals

f. Charge-back Timelines: If a premium payment is returned or not received, the agent and
the member are allowed a Grace Period to pay the certificate current and keep the

coverage active. The timing of a charge-back depends on if the premium is the initial

premium or not.

1.

Initial Premium Returned

Initial Premium Returned

Agent &

RNA
Notification

Notice received
from bank that
premium
payment not
honored

Grace Period

Certificate enters
21-day grace
period

Member
Notification

Email notification
to agent

Advance
Charge-back

If no payment
after 21-days,
advance balance
charged-back as
unsecured
balance.

Results in unpaid
commission
charge-back

Grace Period
report updated on
agent website.

Returned
Premium report
updated on agent
website

Certificate is "null
and void"

See Commission
Statement for
charge-back
details

Letter mailed to
member

INSURING LIVES ® SUPPORTING WOMEN & SERVING COMMUNITIES™



VII.

2. Premium returned that is not the Initial Premium
Premium Returned

(Not Initial or PAC account closed, unable to be found)

RNA Notification

Notice received from bank
that premium payment not
honored

Agent & Member
Notification

Email notification to agent

Grace Period

If no reimbursement
received 2 weeks later,
PAC information
removed

Advance Charge-back

If no payment within 60-
days from the paid-to
date, advance balance
charged-back as
unsecured balance.

Results in unpaid
commission charge-back

Returned Premium report
updated on agent website

Certificate changed to
Quarterly pay

Certificate lapses

See Commission
Statement for charge-back
details

Letter mailed to member
to reimburse in 2 weeks

Quarterly Bill sent to
member

Certificate enters 60-day
grace period from "paid
to" date.

Agent Website

An extranet is available to Royal Neighbors’ independent agents at
https://agent.royalneighbors.org

Register for a login/password by clicking the “Not Registered Yet?” link.
1. Contact Sales Support for login information and website troubleshooting. Contact

information is available in Section XI.
Commission information is available on the agent website:
1. Commission Dashboard (Home Page) shows the most recent commission

information.

2. Reports available under “Reports” tab, including Commission Statements and the
Commission Balance Report provide detail on the commissions paid and other
aspects of business written.

3. Webinars in “Training and Education” tab are available on topics such as
“Commission Basics,” “Reading and Understanding the Commission Statements,”

and “Charge-backs.’

4. Certificate Lookup tool in the “Tools/lllustrations” menu tab allows agents to copy or

type in a certificate number to access details on certificates.
Other information available on the agent website includes product information, forms and
supplies, additional reports to help manage business, and many other tools.
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VIIIL.

Commission Statements

Statement Layout

Commission Summary

Included on every statement
Advance Commission Statement
Only if advance activity

Earned Commission Statement
Only if earned activity

First Section

Second Section

Last Section

a. Summary Page

b.

1.
2.

7.

Every commission statement will include the Summary Page.

At the top of each page is a header including the agent information, Run Date, and

Period Ending Date for the commission activity displayed

o Contact the Agent Contracting department if address information is not correct.
Contact Information can be found in Section XI.

The “Total Payment Amount” corresponds to the actual payment sent from Royal

Neighbors to the agent.

¢ The statement will indicate underneath whether the payment is sent by “EFT”
(direct deposit) or “CHECK.” See timelines in Section 1V to know when funds are
available to the agent.

The Balance Summary includes the year-to-date (YTD) earned activity in the

indented fields. The figures include only earned commissions (based on premium

actually received), and does not include advance commissions.

o The YTD earned total displayed on the last statement for a calendar year
corresponds to the amount on the 1099 (if it meets the minimum IRS reporting
amount), but does not include earnings from other agent numbers or separate
bonus/incentive programs.

The remaining balance summary fields indicate current balances on the agent

account, and whether they are immediate or deferred. See Section 1V on charge-

backs for more detailed descriptions regarding these fields.

The balance information will not populate on a given commission statement if these

three criteria are met:

e There is a current Immediate Balance on the agent account.

e Advance Activity only is processed on the current statement.

¢ The Immediate Balance is not fully recovered with current transactions.

See statement examples in the Appendix below for pictorial depictions of the

Summary Page.

Advance Commission Statement

1.

The second section is the Advance Commission Statement IF advance transactions
are generated. If there are no advances, this section is skipped and not available for
that statement date.

Advance activity including advances credited and any charge-backs recovered are
displayed.

Each line item includes the name of the insured, certificate number, product ID, issue
date, effective date, mode of premium payment, transaction description, annual
premium, commission rate, and advance amount.

Transactions are further organized to group by the writing agent.

All line item details are subtotaled in the Advance Commission Summary section.
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C.

6. If there is earned activity, the net positive balance from the Advance Commission
Statement is indicated as an “Unpaid Advance Amount” and the total is carried
forward to the Earned Commission Statement.

7. See statement examples in the Appendix below for pictorial depictions of the
Advance Commission Statement.

Earned Commission Statement

1. The last section of a commission statement represents all of the earned
commissions paid on the statement date.

2. Each line item includes the name of the insured, certificate number, product ID, issue
date, mode of premium payment, paid-to-date, first-year or renewal indicator, split,
modal premium, and earned amount.

3. Some earned commissions may be applied to advance, as indicated in the “Applied
to Advance” column, or paid out, as indicated in “Amount to Pay” column.

4. Remaining Secured Advance Balances are found in the “Cert Adv Bal” column.

5. Payments toward Unsecured Advances or recoveries of Unpaid Commissions

expenses will be shown as separate negative line items.

Transactions are further organized to group by the writing agent.

Line items details are subtotaled in the Earned Commission Summary, and a final

payment for all of the current period’s transactions is calculated in this section.

8. See statement examples in the Appendix below for pictorial depictions of the Earned
Commission Statement.

No

IX. Universal Life Products
*Remember: The main benefit of the Universal Life products is the premium flexibility.
Because of this feature, overall commissions depend on the actual premium experience with
each certificate.

a.

Advance commission on Universal Life Cash Value (ULCV) or Universal Life Death
Benefit (ULDB) products is calculated on the target premium at the “Commission to
Target” rate.

1. UL Advance Commissions calculation:

Target , %ofYear , Commission _ Advance

Premium Advanced Rate ~ Amount (UL)

2. The advance Recovery Period and future commissions depend on the actual
premium experience.

Following the full recovery of advance commissions, remaining commissions will be paid

as earned as premiums are received up to the target premium at the “Commission to

Target” rate during the first 2 years (durations) of a certificate.

Premiums in excess of the target premium within the 1% year of the certificate will be

paid at the “Excess” commission rate per the agent’s commission addendum.

Premiums in excess of the target premium in years 2-10 of the certificate will be paid at

the “Renewal” commission rate per the agent’s commission addendum.

If the target premium is not satisfied by the end of the second year of the certificate,

commissions are forfeited on the difference between the target premium and the actual

premium received at the target commission rate. Additional commission will be paid at

the renewal rates.

See Appendix for a flow chart useful for determining the applicable commission rate for

Universal Life certificates.
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X. Annuity Products
a. Annualization (advance commission) is not available for annuity products.

XI.

XIl.

b. All commission for annuity products will be paid as earned on premium actually received.

c. Reference the Commission Addendum for annuity commission rates and pay-out
schedules.

d. Annuity riders on life insurance products are not annualized. Earned commissions,
however, are applied to Secured Advance Balances until recovered before additional
commissions paid.

Contact Information

Agent Website https://agent.royalneighbors.org
Main Phone (800) 627-4762
Commissions Department Extensions
P: Phone Menu Option 1 then 2 Commissions 4359
E: Commissions@royalneighbors.org Sales Support 4355
F: (877) 443-7068 Agent Contracting 4361
Customer Service Call Center 4352
Sales Support Team Agent Rapid Response Team
: o . 4356
P: Phone Menu Option 1 then 5 (Underwriting/New Business)
E: SalesSupport@royalneighbors.org

Frequently Asked Questions

a. What is my commission rate(s)?

e See your current Commission Addendum for commission rates on current products,
including renewals. If a copy is needed, contact the Commissions Department.

o Each product has a separate commission rate and structure. Many products have
different commission rates depending on the age of the insured or the amount of the
certificate purchased.

b. How do | change direct deposit?

e See Section Il.

c. Am | paid advance commission, or as earned?

e Contact your direct upline, IMO, or the Commissions Department to discuss if you
are eligible for advance commissions or paid as earned.

e All agents, regardless of advance status, will be paid as earned on Personally
Controlled Business or when premiums are not paid via monthly automatic
withdrawal.

d. How much was | paid?

o Payments and related details are reflected on the Commission Statements on the
agent website at https://agent.royalneighbors.org.

e To access statements, go to Reports > Commission Statements. You can change
the month/day/year to display up to (3) years of commission statement history.
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See Section |l above to understand when the Total Payment Amount listed on the
commission statement is available in your direct deposit account or mailed via check.

Did certificate for NAME] get issued? When will commissions pay?

Reference the “Certificates by Agent” report on the agent website at
https://agent.royalneighbors.org to see the status for all business written/submitted.

If eligible for advance, the advance payment should be available on the commission
statement matching the “Certificate Activation Date” from this report.

If paid as earned, commissions will generate when premium payments are received.
Reference the “Certificate Lookup” tool for more in-depth views of specific certificates
including the date premiums are paid or due.

How do | read my commissions statement?

Commission Statement examples are provided in the Appendix of this document.
You may contact the Commission Department for training on reading statements.
Recorded webinars are available from the agent website Training and Education
menu.

Advance commission detail is available on the commission statement corresponding
to the Activation Date of the certificate.

Earned commission detail is available on the commission statement(s)
corresponding to the date premium payments are received.

What is my charge-back balance?

Your Personal Immediate Balance is available on the Commissions Dashboard on
the home page of the agent website at https://agent.royalneighbors.org.

The Commission Balance report from the Reports menu tab shows the current
Immediate Balance, but no corresponding detail.

The most current Commission Statement displays the Immediate Balance on the
Commission Summary Page.

How do | find what makes up my Immediate Balance?

Unpaid Commission amounts represent charge-backs of commission related to
premium payment(s) returned or reversed. The detail can be found by following
commission statement history.

Unpaid Advance amounts represent charge-backs of advance commissions which
were previously earned, often due to re-issuing the certificate at a lower face amount
or terminating the certificate after a premium is received. The detail can be found by
following commission statement history.

Unsecured Advance amounts represent charge-backs of unrecovered advance
commissions on certificates that have terminated or lapsed. Monitor the status of
certificates using the Certificates by Agent report on a regular basis.

Use the Grace Period Report, Lapse Report, and Returned Premium Report to
monitor certificates that may have had charge-back of commissions or that may be in
danger of charging back.

Where is my 10997

In accordance with IRS regulations, 1099 forms are mailed to an agents’ most
current mailing address on file before January 31.

Current IRS guidelines do not require filing of 1099 forms if earned commissions are
under $600. Agents earning under the minimal reporting threshold will not be mailed
a form 1099.

Earnings included on form 1099 will include only Earned Commissions from all agent
numbers associated with the social security number, including any bonuses or sales
incentives.
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XIll.  Appendix
a. Commission Statement Examples
1. Commission Statement Report

Commission Statements

Agent Earning Commission

JOHN A DOE
123 MAIN ST
AMERICA CITY, IL 99999

Payment Summary

| TOTAL Pavment Amount

LV ~ . :
Aaent tumber - e - > 1. Statement Options
Month Day ~
M 41 Jofr b DI |E-p:-n 1 /
XML file with report data
CSV (comma delimited) /
PDF
MHTML (web archi > :
NEIG|Erce (web archive) 3. Export Options 2. Refresh Report
AT TIFF file
) Word . .
o Royal Neighbors of America
=4 7
. . Commizsion Statement
O& T
Ay Run Date: 31712016
INSURING LIVES # SUPPORTING WOMEN » SERYING COMMUNITIES™ PETIDdEn.de 31?2015

7123 101010

Commission Summary Page

30,00

Statement Options: Choose the agent number, if agent has access to
multiple agent numbers. Choose the month/day/year to display any
commission statement generated in the past (3) years.

Refresh Report: Click “View Report” to refresh report with changes to
the Statement Options.

Export Options: Export the commission statement to a different file
format. Must export to print.
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2. Commission Summary Page

!.\';El()/
R %%
- (@]
Q 7 Royal Neighbors of America
[ w i R
® o Commission Statement
o <R
A @) Rz
AM E?\\ Run Date: 10/8/2015
INSURING LIVES » SUPPORTING WOMEN » SERVING COMMUNITIES™ Period Ending: 10/8/2015
Agent Earning Commission
A 4
Agent Name Agent # Region Code
Agent Address 1. Statement Date

Payment Summary

Commission Summary Page

TOTAL Payment Amount $58.98 .
5 » 2. Net Payment Information
Balance Summary
YTD Earned Summary
Ist Year $713.98
Renewal $0.00
Misc. Adj. $0.00 » 3. YTD Earned Summary
Deferred 20,00
Total $713.98
Unpaid Commission $0.00
Unpaid Advance $0.00
Unsecured Advance $0.00 . .
e so00 —| 4. Current Debit Balance Detail
Deferred (Secured Advance Balance) (8525.16)
Aggregate Balance ($525.16)

1. Statement Date: Date statement generated. Period Ending indicates

that last day of the prior payment period, depending on the agent’s pay
frequency (daily, weekly, monthly).

Net Payment Information: Net payment derived from the detail on
same day’s commission statement. Will show if payment sent via “EFT”
or “CHECK.” See Section Il for when funds are available to the agent.
YTD Earned Summary: Total of commissions earned based on
premium actually received during current calendar year. Last statement
of calendar year matches 1099, not including other agent numbers,
bonuses, or other compensation.

Current Debit Balance Detail: Summary of current total debit balance.
See Section VI for a description of each category.
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3. Advance Commission Statement (Page 2, if advance activity)

INSURING LIVES »

SUPPORTING WOMEN »

Agent Earning Commission

SERVING COMMUNITIES™

Run Date:

Period Ending:

Agent Name Agent # Region Code
Agent Address
ADVANCE Commission
Insured’s Name Certificate Product I}~ Issue Date Effective Mode
Date
ULCV2013 10/28/2015 10/28/2015 MO

NAME CERTIFICATE #

Subtotals for Agent

ADVANCE Commission Summary

T~

Royal Neighbors of America

Commission Statement

10/9/2015
10/9/2015
Statement
Description Premium Comm%  Advance
Amount
IST YEAR ADVANCE -TAR $1,533.00  60.0000 % $689.85
$689.85

1. Certificate Details

$1.5333.00 /

Previous Unpaid Advance Amount
Adjust Advance Due Company

Advance Amount
Recovery of Expenses/Comms Due Company
Advance Amount Before Payment

Advance Payment

Unpaid Advance Amount

$0.00
$0.00
$689.85

2. Advance Details

$0.00
$689.85

\ 4

3. Advance Summary

$0.00
$689.85

2.

3.

1. Certificate Details: Each advance issued will be listed separately by line
item, providing some details on the certificate. Advances issued for
downline agents will be listed separately and subtotaled by agent number.
Advance Details: Provides the calculation (not including the annualization
percentage) of the respective advances.
Advance Summary: Advance Detail amounts are subtotaled by transaction
type to provide a summary. Note that the net payment for advances is
included in the “Unpaid Advance Amount” field as this will be carried forward
to the next page, the “Earned Commission Statement” in order to calculate
one payment per statement.

Note: If no advance activity, this page is NOT included in complete
Commission Statement for that period’s (day/week/month) activity.
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4. Advance Commission Statement, with Recovery of Expenses

*._QEI()/,
R %
0 @)
B 7 Royal Neighbors of America
[+ v w : S
® ® Commission Statement
0] AN
A @) T
AM E?‘\ Run Date: 10/2/2015
INSURING LIVES » SUPPORTING WOMEN & SERVING COMMUNITIES™ Period Ending: 1022015

Agent Name Agent # Region Code
Agent Address
ADVANCE Commission Statement
Insured's Name Certificate Product ID  Issue Date  Effective  Mode Description Premium Comm%  Advance
Date Amount
NAME CERTIFICATE # SIWL2013 11/012015 11012015 MO IST YEAR ADVANCE -TAR $394.92 120.0000 % $355.42
—— TR 07/01/2015  10/022015 UN  Adv Appl to Unsec $0.00  0.0000%  (S176 91|
Subtotals for Agent \ $394.92 $178.50
1. Unsecured Advance Recovery
ADVANCE Commission Summary
Previous Unpaid Advance Amount $0.00
Adjust Advance Due Company $0.00
Advance Amount $355.42 2. Advance Amount
Recovery of Expenses/Comms Due Company ($176.92)
»
Advance Amount Before Payment $178.50 3. Recovery Of Charge'baCks
Advance Payment $0.00
$178.50

Unpaid Advance Amount

1.

wnN

Unsecured Advance Recovery: Unsecured advance recoveries will remain
segregated by the original certificate that caused the Unsecured Advance.
The “Advance Amount” will show the negative amount of commissions that
were recovered within the current statement.

e |If recovery of expenses shows “999999999999” as the certificate
number, indicates either unpaid commission or unpaid advance, and
detail is available on prior statements.

Advance Amount: All positive advances added up and subtotaled.

Recovery of Charge-backs: All negative charge-back amounts added up

and subtotaled.

Note: 100% of commissions will pay toward “Immediate Balance” until zero.
If total “Immediate Balance” exceeds Advance Amount, only amount of
recovered charge-backs shown. Reference the “Immediate Balance” on
Commission Summary Page for current debit balance.
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5. Commission Summary Page — No Information

Agent Earning Commission

Agent Name Agent # Region Code
Agent Address

Commission Summary Page

Payment Summary

TOTAL Pavment Amount

Balance Summary
YTD Earmned Summary

1zt Year

Eenewal

Misc. Ady.
Deeferred No payment
Total $0.00 Balances not updated

Unpaid Commission
Unpaid Advance

Unsecured Advance

Immediate Balance S0.00
Deferred (Secured Advance Balance)
Aggrerate Balance S0.00

1. The Commission Summary page will not include a payment amount or

update the Balance Summary when all three of the following criteria are

met:

e Charge-back balance on account (Reference previous statement for
Immediate Balance)

e Advance Activity only

e Charge-back is not fully recovered

Payment is $0.00 because charge-back is being recovered.

The YTD Earned Summary remains the same as the previous statement

because this figure never includes advances.

4. The Immediate Balance can be calculated by determining the Immediate
Balance from the previous statement, and deducting the positive
transactions from current statement.

w N
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6. Earned Commission Statement

Insured's Name Certificate Prod ID

Subtotals for Agent

EARNED Commission Summary

Unpaid Commission Balance as of 11/17/2013
Adjust Commission Due Company

Commission Eamed

Commission Reversed

Manual Adjustments

Becovery of Commissions Due Company
Recovery of Expenses

Applied to Unsecured Advance

Applied to Deferred (Secured) Advance

Commission Balance Before Payment
Payment Amount

Unpaid Commission Amount

Earned Commission Statement

Issue Date Mode PaidTo Ist Split % Prem Comm  Earned Appliedto AmtToe CertAdvy Comment

Date Yr %% Advance Pay Balance

Rowl
02/18/2015 MO 12/18/2015 F 100.0000 $91.01 12000 $109.21 $50.01 510920 $0.00
02/182015 MO 12/18/2015 F 100.0000 57413  1.0500 S77.84 S0.00 ST7.84 $0.00
09/16/2015 MO 12/16/2015 F 100.0000 528.04 12000 $33.65 $33.65 $0.00 $201.88
31%3.18 $220.70 $33.66 5187.04
1. Earned Commissions 2. Cert Adv Balance
$0.00
$0.00

30.00
50.00
50.00
50.00
50.00

3187.04

50.00

3. Commission Earned Summary

4. Applied to Deferred (Secured) Advance)

5. Commission Balance Before Payment

1. Earned Commissions: Are either 1) applied to the Secured Advance
Balance corresponding to the certificate, 2) credited to the agent if the
Secured Advance Balance is recovered in full, 3) credited to the agent if
he/she is only eligible to receive earned commissions, or 4) applied
toward any charge-back balance or Immediate Balance.

2. Cert Adv Balance: Represents the remaining Secured Advance
Balance for each line item certificate.

Commission Earned Summary: Represents the total of positive
transactions in the “Earned” column.

Applied to Deferred (Secured) Advance: Represents the total amount
of earned commissions that are applied to Secured Advance Balance(s),
and therefore are not paid out because were already pre-paid in original
advance for certificate(s).

Commission Balance Before Payment: Net of all transactions of
current statement. Will be paid out if greater than $50. If less than $50,
will accumulate in the “Unpaid Commission Amount” until it reaches $50.
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7. Earned Commission Statement, with Advance Payment

Earned Commission Statement

Insured’s Name Certificate Prod ID Issne Date MAode Paid To 1st Split ¥ Prem Comm Earned Applied to Amt To  Cert Adv Comment
Date Yr kL) Advance Pay Balance
Rowl
999999999999  2013WL121 05102014 MO 1L/102015 R 100.0000 $0.00 0000 $689.83 $0.00 $689.85 S0.00
05/10/2014 MO 11102013 R 100.0000 $110.06 {0200 $220 $0.00 5220 $0.00
Subtotals for Agent 5110.06 $692.03 50.00 $692.03

1. Net transaction from advance statement
EARNED Commiss §

Unpaid Commission Balance as of 10/01/2015 2. Unpaid Commission Balance

Adjust Commiszion Due Company §0.00

Commission Earned

3. Commission Earned Summary

Commission Reversed §0.00
Manual Adjustments S0.00
Recovery of Commissions Due Company $0.00
Recovery of Expenses §0.00
Applied to Unsecured Advance S0.00
Applied to Deferred (Secured) Advance $0.00
Commission Balance Before Payment 4. Commission Balance Before Payment
Payment Amount §700.85
Unpaid Commission Amount $0.00

1. Net transaction from advance statement: “Unpaid Advance Amount”
from Advance Commission Statement carried down into Earned
Commission Statement in order to combine the two sections and
calculate one payment per day.

2. Unpaid Commission Balance: Balance of “Unpaid Commission” from
previous statement. In this example, was positive, less than $50
balance amount to be included in current payment.

3. Commission Earned Summary: Represents the total of positive
transactions in the “Earned” column.

4. Commission Balance Before Payment: Net of all transactions of
current statement. Will be paid out if greater than $50. If less than $50,
will accumulate in the “Unpaid Commission Amount” until it reaches $50.
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8. Earned Commission Statement, with Charge-Back

Eamed Commission Statement

Inzored's Name Certificate Frod ID Iszme Date Alode Paid To Izt Split % Frem Comam Earned Appliedte AmiTo CertAdv  Commsent
Date ¥r Ba Adrance Py Eglamce
Eoml
599000000099  BIWLI01S 04241016 MO 0442005 F 100.0000 20.00 Rined 2393.62 20.00 1503.61 20.00
QLD3I016 MO D3ME0E F 100.0000 (3134.31) B000 (8107.61) .00 (E107.61) 50.00 KEF Btop
Prymat|

Subtotals for Agem

EARNED Commission Summary

(313451 24356.01 30.00 3486.01

1. Reversal of Premium, including comment

Unpaid Coenmizzion Balance as of 03092016 50.00

Adjust Commiszion Due Company
Commizzion Eamed

Commizzion Feversed

50.00

2. Commission Earned Summary

S,
@ 3. Commission Reversed

Mannal Adjostments 50.00
Fecovery of Commizsions Doe Compary 50.00
Fecovery of Expanzas 50.00
Applied to Unsecured Advance 50.00
Applied to Deferred (Secured) Advance 50.00
Comumission Balance Befors Payment 4. Commission Balance Before Payment
Pavinant Amount 5486.01
Unpaid Commizzsion Amoumnt 50.00

Reversal of Premium, including comment: Premium is reversed,
resulting in a reversal of commissions. Will either be 1) recovered on
current statement if enough positive paid commissions or 2) carried
forward as “Unpaid Commission.” Includes a comment indicating
reason for reversal (i.e. NSF, Stop Payment, Error, etc.).

Commission Earned Summary: Represents the total of positive
transactions in the “Earned” column.

Commission Reversed: Represents the total of reversed commissions
from the current statement.

Commission Balance Before Payment: Net of all transactions of
current statement. Will be paid out if greater than $50. If less than $50,
will accumulate in the “Unpaid Commission Amount.”
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b. Agent Website Reports
1. Reports Menu

Large Print:

ore detailed | ]

Reports

Take advantage of the reports offered below to manage your business. Refg

to FAQ's for reports fo

nformation on how to use this feature. Click on the help icon (&) beside each réportosee glo

MNote: You must have Adobe Acrobat Reader to view downloaded reports. Click here to get your free copy. 1 FAQ

Agent Field Report

Agent Field Report
Book of Business

Agent Balance

Agent Balance Dataset
Agent Watch Report
Persistency Report
Quality of Business

Commissions

Commission Balance Report
Commission Statements

Leads

2. Help

v

Lead Report for Member Profile Update

MNew Business

Final Action Report

Pending Report

Motifications

Grace Penod Report
Lapse Report

Returned Premium Report
PAC

PAC Report
Production

Certificates by Agent

Paid Business

1. FAQ: Link to frequently asked questions regarding reports available for
agents.

2. Help: Question mark icons are links that will generate a pop-up box with
a brief explanation of the respective report, and may include a glossary
of terms for that report.
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2. Paid Business Report

Paid Business

Agent Start Date [2/1/2016 |E
En 3/24/2016 | A

1. Choose Date Range

[E] 4 |1 of 1 P [k [select a format | Export ]
BRI O
2 o
= DT L SURING LIVES * SUPPORTING WOMIN + SIAVING COMMUNITILE
¢ D -
) %
o =
1w
Agent Number Region Code - 101040
certmcats Numper InsursgiannuiantNams  Procuctin IO achivaten Date Eace amount annuanzsa FirstDur. Tarpet S or Excess UL
Bremium
SIWL2013 azrozate $10.000.00 574552 $124.42

$10.000.00
Agent Mumber Region Code - 101040
certmeats NumBber  InBursgsAnnuitant Hama Proouct Inicoverags/iD  activaten pata Face amount Annuanzea FirstDur. Target  SPa or Excess UL
Er Premium
$720.00 sea0n $0.00

To3IE for Agant THE 100 s1=28330
BATINA GROUS
LG

f 2aid Business by Product ID

3. Activation Date

L2013

Excess UL

SPA or
$0.00

Certificates Annualized Premium First Dur. Target Premium
2.00 $1,488.52 $124.42

4. Subtotal by Product

- - Spiit commizsion cass(s}

Page 1 of 1

1. Choose Date Range: The Paid Business Report will display all certificates
that have been activated within the chosen date range.

2. Subtotal by Agent: Certificates written by each agent and activated within
the chosen date range will be subtotaled by the agent.

3. Activation Date: Each certificate listed will include the activation date. If
the certificate is eligible for an advance, commission detail is available on
the commission statement corresponding to the specific activation date.

4. Subtotal by Product: Certificates activated within the chosen date range
will be subtotaled by the product.
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3. Certificates by Agent

Certificates by Agent

4 4 |1 oft I Pkl [Select a format | Export [

2. Activation Date

The Certificates by Agent report will list all business that has been written OR
submitted by the respective agent number, and includes high-level information
including the name of the insured, certificate number, product, and contract
status.

1. Sorting Arrows in Columns: The report defaults to being sorted by the
Name column, alphabetically by first name. The sorting can be changed
by clicking on the little up/down arrows in each column to sort the list by
that column. If you click one time, it is re-sorted A-Z. If you click a
second time, it is re-sorted Z-A.

2. Activation Date: Each certificate listed will include the activation date.

If the certificate is eligible for an advance, commission detail is available
on the commission statement corresponding to the specific activation
date.

The differences between the Certificates by Agent Report and the Paid
Business Report:

1. The Certificates by Agent report does not require a date range and
shows all certificates regardless of status. Paid Business only shows
certificates activated within the chosen date range.

2. The Certificates by Agent report only shows business written by the
signed-in agent. The Paid Business report will list business activated by
the signed-in agent and all downline agents.
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4. PAC Report

PAC Report

Agent Number |HO32 hd PAC Run M =Select a Value=
April 13, 2015
February 11, 2016

January 27, 2016
July 20, 2015

July 21, 2015

July 22, 2015

July 23, 2015

July 30, 2015

June 2, 2015

May 26, 2015
September 17, 2015

September 23, 2015

INSURING LIVES » SUPFORTING WOMEN » SERVING COMMUNITIES™

Agent Notification of PAC Withdrawals February 11, 2016 fo

View Report

1. Choose Date

Payor Insured Cert # Withdrawal Withdrawal
Amoumnt* Day
E PAC Withdrawal Dates
= .
2. Premium
Withdrawal
Report Execution: 32472016 11:37:09 AM =When a new certificate is added to an existing PAC account, the withdrawal amount quoted above reflects the total

to be processed for the cerdificates attached to that group.

1. Choose Date: A drop-down menu provides options of dates when premiums
were drawn for certificates related to the agent number. Choose an available
date to see all premiums drawn for members on that specific date.

2. Premium Withdrawal: Remember that earned commissions are calculated on
premiums received. Details of earned commissions will be available on the
corresponding commission statement date that matches the withdrawal date.

INSURING LIVES ® SUPPORTING WOMEN & SERVING COMMUNITIES™
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5. Grace Period Report

# AMERS Grace Period Report

Report Date: 20042016 10:20:32 AM

Report Key:

/7987 - DOE, JOHN

LC84 - CARTER, PEGGY _\ A

Certificate Contract
Number Status

Reason
000020356725  Active

ayor Payor Address Payor Phone™~[Face Amont  Modal Mode Premium  Split Paid to Last First

Premium Needed Percentage Date Action Date Premium
Indicator

BANNER, 7777 AVENGERRD  (555) 201-0378 $5,009.00 $204.85 QUARTERLY $204.85 50% S/26/2016 72572016

SAN DEGO, CA

02880

BOA3 - WINFREY, OPRAH
CIZ6 - HEPBURN, AUDREY /

—
CSP3 - PARKS, ROSA
DDLS - CURIE, MARIE / A .

K52 - WORRISON, TONT/ 2. Payor Contact Information

The Grace Period Report provides a list of certificates for which premiums are
not paid current. Certificates on this report are subject to the grace period the
respective product allows, and may be dependent on whether the premium
required is the initial premium or not.

If payment is not received before the expiration of the grace period, the
certificate will terminate or lapse, and any unearned commissions previously
paid will be charged back.

1. Organized by Writing Agent: If the agent has access to information
regarding multiple agent numbers (i.e. downline agents), information for
each agent is provided by clicking the “+” sign to open more detail.

2. Payor Contact Information: The report provides easy access to the
contact information for the payor on the specific certificate to help the
agent in contacting and conserving business in the grace period.
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6. Lapse Report

Lapse Report

Agent Number Past Due End Date 20160418 v View Report

4 4 1 of1 b Pl [select a format | Export 4]

1. Report Date (Weekly)

wEIG,
> o

& -
& ‘o
"B Y .
» L
F y
S 2. Payor Contact Information Lapse Repd
——d
Fapor Date: 4/27/20H8 121250
=¥
Period Certificate Insured Payor Payor Address Payor Phone ace Amont Mode Premium Due Date Extended Extended Reduce:
Number Amount Term Term Paid Up
Insurance  Insurance Face
Amount Expiry Date Amount|
Lapse April 15,
26
INSURING LIVES * SUPPORTING WOMEM » SERVING COMMUNITIES™ Faga

The Lapse Report provides a list of current certificates which have left the
grace period and are now in a Lapsed status.

Certificates on this report have been charged back, if unearned commissions
were paid.
1. Report Date (Weekly): This report is updated every Monday for lapse
activity during the previous week.
2. Payor Contact Information: The report provides easy access to the
contact information for the payor on the specific certificate to help the
agent in contacting and conserving business in the grace period.
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7. Returned Premium Report

Returned Premium Report

Returned Premium End Date |20160407 hd View Report

<4 4 of1 kBl [Select a format | Export k1] >.
VEIG
A, 1. Report Date
o S,
£ 3
A \_"‘ .
“apre” Returned Premium Report
Report Key: REport Cate: 4272016 12:27:42 FM

= Last Action Date: The dat
= First Premium Indicator: F

2 will be terminated.
um Has Mot Been Received.

3. Payor Contact Information

= v 2. Reversal Reason
5~ — _—
Certificagte Reversal sured Payor Address Face Amont  Premium Split Paid to  Last Actio
Numbe Reason Reversed Percentage Date Da
MSF Check $25,000.00 $133.11 100 % 4172016 5314201
INSURING LIVES = SUPPORTING WOMEN » SERVING COMMUNITIES™ Pageioft

The Returned Premium Report provides a list of current certificates for which a
premium payment was not honored by the payor’s bank.

Commission reversed due to a reversal of premium is available on the
commission statements corresponding to the date of the reversal.

Report Date: This report is updated nightly.

Reversal Reason: Provides a description, based on the bank’s return
notification, regarding the reason for the return of the premium.

Payor Contact Information: The report provides easy access to the

contact information for the payor on the specific certificate to help the
agent in contacting and conserving business.

1.
2.

29

INSURING LIVES ® SUPPORTING WOMEN & SERVING COMMUNITIES™



8. Commission Balance Report

~Eli;
e
< -'-'% Excel Friendly Report
p l’i Agent name is followed by agent status
n o (A} = Active

(T} = Terminated

Commission Balance Report

Report Oate: TR20/2016 5:22:05 PM

/ Effective Date\ / Balan{:e\

7 - DOE, JOHN A - (A)
LCB4 - CARTER, PEGGY - (A)
BOA3 - WINFREY, OPRAH - (&
CIZ6 - HEPBURN, AUDREY - (T)

1. Agent Information

W312016
&M8/2010

6/30/2016

(507.31)
(51,123.44)

52.80

CSP3 - PARKS, ROSA - (T) . 15| 52418
: M 2. Effective Date 3. Balance

DLE - CURE, MARIE - (&) Tl 5154

KDGZ - MORRISON, TOMI - 4302010 ($480.21)

(52,073.36)

INSURIMN SUPPORTING WOMEN

1. Agent Information: Lists available agents by agent number, and
includes an indicator whether the agent is active (A) or terminated (T).

2. Effective Date: Represents that last date the balance was updated.

3. Balance: Current Immediate Balance on the respective agent account.
Details need to be derived from the Commission Statements and other
reports available.

e If in parentheses (), Immediate Balance is negative and is due back
to Royal Neighbors.

e If balance is positive, it is under the $50 minimum threshold.
Commissions will pay to the agent once $50 has accumulated.

SERVING COMMUNITIES™
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9. Certificate Lookup Tool

Home Our Servicing Forms and Reports Training and Working
Products Members Supplies p Education With Us
Home = Servicing Members = Certificate Lookup A UNIQUE UNDERWRITI
- 1. Menu Option ‘@
Certificate Lookup P
Here you can view in-depth information on all of your issued certificates. Search by either certificate number or insured Servicing Members
name. Refer to Certificate Lookup Help for more detailed information on how to use this feature.

Certificate Lookup

To view values on Ann 2 Search OpthﬂS "Certificate Number" only rather than searching by "Last

Name, First Name.”
Search by Name Search by Number

Name of Insured: {Last Name, Firsz Name) Certificate Number:

SUBMIT SUBMIT

Account Management

Member Benefits

Member Forms

The Certificate Lookup tool provides agents with in-depth information regarding
each certificate written. Information includes contact information for the
insured, premium information, certificate values, and other useful knowledge.

1. Menu Option: Find the Certificate Lookup tool under
“Tools/lllustrations,” - “Certificate Lookup.”

2. Search Options: Search for a certificate by the name of the insured OR
the certificate number.
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c. Universal Life Product — Commission Flow Chart

Has "Target
Premium" been
reached?
Is this the first year the Is the certlfcate in
certificate is active? year 1 or 2?

l

Has the advance
balance been
recovered?

N

Renewal
Commission
Rate, per
certificate year

REEEL
Commission Rate

Excess
Commission
Rate

Commission to
Target Rate
Applied to
advance balance

Commission to
Target Rate
Pay Out

* “Commission to Target,” “Excess,” and “Renewal” commission rates are available from each agent’s Commission Addendum.
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XIV. Glossary

Activation Date: The date which the Underwriting Department confirms approval and
completeness of an insurance certificate and chases the status from pending to active.
Also corresponds to the date on which advance commission, if eligible, is generated.

Active: Certificate status. Certificate is currently active, paid to-date or billed to-date, and future
premiums are expected to be paid.

Advance: Portion of estimated first-year commission paid before receipt of the premium(s) upon
which the commission is based. When Royal Neighbors pays an advance for a newly
activated certificate, a Secured Advance Balance is created on the agent account.

Agent Number: Identifying number assigned to each agent, specific to a single contract. Agents
may have more than one agent number if 1) previous agent contracts were terminated
and new contract(s) are in force, or 2) agent has different commission schedules
depending on type of business written (i.e. retail vs. wholesale), managed by the
independent marketing organization (IMO).

Aggregate Balance: Total secured and unsecured balance on an agent account. To calculate,
add the Immediate Balance and Secured (Deferred) Advance Balance.

Amt To Pay: Column on the Earned Commission Statement. Represents earned commissions
paid to the agent, assuming no debit balance on the agent account. If inmediate
balance is on the agent account, “Amt To Pay” applied to debit balance until paid in full.

Annualization: Process of calculating commissions by paying a specified percentage of first-
year commissions up front. See Annualized Financial Agreement.

Annualized Financial Agreement: Form included with the agent “Contract to Represent” which
specifies how and when commission will be advanced to agents.

Annuity: Fixed annuities are a financial tool that guarantees you a predictable future balance,
providing an income for life or a set number of years when you retire. For details on
Royal Neighbors’ annuity products, contact the Sales Support team. For commission
rates on Royal Neighbors’ annuity products, consult your Commission Addendum.

Applied to Advance: Column on the Earned Commission Statement. Represents earned
commissions which are applied to reduce the outstanding secured advance balance on
a specific certificate. The payment of commission was already included in the original
advance.

Band: Commission rates may be banded or grouped by age or amount of the certificate
purchased. Each “band” will pay a different commission rate.

Cert Adv Balance: Column on the Earned Commission Statement. It represents the current
remaining balance on secured or unsecured advances for specific certificates.

Commission Addendum: Document that specifies the full commission structures and rates for
products which are managed by the Royal Neighbors home office.

Commission Level: The commission level corresponds to the commission schedule from which
agent commissions are available. The level number is arbitrary and does not reflect the
commission rate earned. See also Contract Level.

Contract Level: A unique number that identifies the type of contract held with Royal Neighbors.
This numeric identifier does not correspond to a specific commission percentage.

Contract Status / Contract Status Reason: Current status of the life insurance or annuity
contract and why it is currently identified with that status.

Contract to Represent: Contractual agreement between agent/agency and Royal Neighbors of
America.

Contract to Represent with Authority to Recruit: Contractual agreement between
agent/agency and Royal Neighbors of America which contains provisions regarding
downline agents.
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Debit Balance: Depending on the context, this could either be interpreted as the Aggregate
Balance or the Immediate Balance. Most agents use the term “debit balance” to
reference the immediate balance due.

Declined: Certificate status reason. Royal Neighbors is unable to approve the application for life
insurance. No commission is paid if never active.

Deferred Advance: Outstanding advance balance on active certificates. Represents a debit
balance which is not immediately due; it is secured by the active status of certificates
based on expected incoming premium payments. See also Secured Advance Balance.

Deferred Annuity: Annuity product that provides annuity payments in the future. Compare to
Immediate Annuity.

Direct Deposit: Payments are sent directly to the agent’s bank account via Electronic Funds
Transfer (EFT). EFT payments are available to the receiving agent 2-3 business days
following the date of a commission statement.

Earned Commission: Commission paid or credited to the agent based on premium payments
actually received at Royal Neighbors.

Effective Date (Commission Balance Report): The date of the last change in the agent’s
commission balance, as reported on the Commission Balance Report.

Electronic Funds Transfer (EFT): The method of sending agent commission payments via
direct deposit. EFT payments are available to the receiving agent 2-3 business days
following the date of a commission statement.

Error Correct: Comment may be found on Earned Commission Statement for transactions
which were conducted for the purpose of correcting an error.

Excess Premium: Premium remitted to Royal Neighbors above the target premium.

Final Expense: A type of life insurance product to protect against out-of-pocket costs
associated with death, such as funeral and burial expenses. The Royal Neighbors
Simplified Issue Whole Life product is a type of final expense insurance product.

First Premium Indicator: Flag on agent reports to indicate whether the respective premium is
an initial premium, and therefore required to complete the insurance contract.

First-Year Commission: Commission paid during the first year of an active certificate. Higher
commission rates than renewal commission rates. May be paid in advance or as earned
as premium is received. Consult the Commission Addendum for first-year commission
rates on Royal Neighbors products.

Fully-Underwritten: Life insurance products which undergo a complete underwriting process.
Compare to simplified issue.

Grace Period: Allowance of time following a missed or returned payment for a member to
reimburse the premium to Royal Neighbors. The grace period allowed depends on
product specifications and whether the respective premium is the initial premium.

Immediate Annuity: Annuity product that provides annuity payments immediately. Compare to
Deferred Annuity.

Immediate Balance: Total unsecured debit balance owed back to Royal Neighbors. To
calculate, add the Unpaid Commission, Unpaid Advance, and Unsecured Advance
fields.

Incomplete: Certificate status reason. Certificate may be terminated if application or
underwriting requirements are incomplete for a specified period of time. No commission
is paid if never active.

Issue Date: Date a certificate is issued by the Underwriting department.

Lapsed: Certificate terminated due to non-payment of premium that extends beyond the terms
of the grace period, as specified by the product’s grace period allowed.

Last Action Date: Final date that any premium due must be received at Royal Neighbors to
prevent termination of the life insurance coverage or to reinstate any suspended or
lapsed certificates.
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Matured: Contract status reason. Maturity is specified in the insurance contract. Maturity
happens when a certificate has reached the designed growth of the cash value, a
specified length of time, or a specific age of the insured. Any earned commission paying
would be discontinued as premiums discontinue.

Modal Premium: The premium payment made by the member adjusted for her/his pay
frequency. For example, if a member pays a $1,000 annual premium in monthly
installments, the “modal premium” is ($1,000/12 months) $83.33 per month. If a member
pays a $1,000 annual premium in semi-annual installments, the “modal premium” is
($1,000/2) $500 per payment.

Mode: Frequency of premium payments on a certificate. Can be monthly, quarterly, semi-
annually, annually, or single premium.

Not Taken (NT): Certificate is activated and presented to the owner for acceptance. The owner
of the certificate, however, chooses to decline during the free-look period. Any premiums
received are refunded to the payor and the agent is charged back for any commissions
paid or credited. The free-look period depends on product specifications.

NSF Acct Clsd: Premium paid was returned by payor’s bank because the account is now
closed. A replacement payment must be received within the grace period to keep the
certificate active, and banking information should be updated with Royal Neighbors to
continue automatic withdrawals.

NSF Check Returned: Premium paid was returned by payor’s bank for insufficient funds. A
replacement payment must be received within the grace period to keep the certificate
active.

NSF Stop Payment: Premium paid was returned by payor’s bank because a stop payment was
issued. A replacement payment must be received within the grace period to keep the
certificate active.

Override Commission: Commission paid to agents for business written by downline agents to
subsidize the recruitment and training costs necessary. It is calculated at the
commission rate per the Commission Addendum, less any commission paid to downline
agents.

PAC (Pre-authorized check): Payors authorize Royal Neighbors to auto-debit a bank account
at specified dates for premium payments.

Paid To Date: Date through which premiums are paid, and therefore through which the
certificate is in force, not including a grace period.

Pending: Certificate status. Certificate has not been issued or activated by underwriting. Access
underwriting requirements using the agent mobile app or check with the Underwriting
department for details.

Period Ending: Date on a commission statement that corresponds to the last date of
commission activity included on the statement. Each statement includes all activity
processed following the previous statement’s “Period Ending” to the current statement’s
“Period Ending.”

Personally Controlled Business (PCB): Life insurance certificates written on an immediate
family member (mother, father, siblings, children, step-family members, adopted family
members), yourself, or another Royal Neighbors agent. PCB business is not eligible for
advance commissions.

Plan Premium: Premium on a universal life certificate that a member plans to remit, vs. the
target premium. Plan premium may be more or less than the target premium, but
advance commission is always based on target. Earned commission is always based on
premium received.

Premium: Payment for insurance certificate. All commission calculated from premiums.
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Recovery Period: Refers to the advance period, the time when incoming premium payments
and the calculated commissions are applied to the outstanding Secured Advance
Balance of a specific certificate. Corresponds to advance percentage, percent of year
advanced, or number of months advanced, assuming all premiums are received as
expected.

Reinstatement: Certificate status reason. Certificate was previously terminated, but re-
activated with the original contract terms. Not eligible for advance commissions;
commission will be paid as earned from the reinstatement date.

Re-Issue: Certificate may be re-issued to process any change in the agreement of a certificate.
Commission on reissues of certificates previously advanced will not cause recalculation
of the advance.

Renewal Commissions: Commissions paid out during subsequent years of an active certificate
to incentivize persistent business. Always paid as earned based on premium received.
Consult your Commission Addendum for renewal commission rates on Royal Neighbors
products.

Reporting Level: The reporting level is a three character acronym for the commission level that
the agent holds.

Reversal Reason: Status codes for reversal of premiums indicate why a premium was
reversed. Ex: NSF, NSF Acct Clsd, Error Correct.

Rider: An amendment to an insurance certificate that becomes part of the insurance contract,
and either expands or limits the benefits payable under the contract.

Run Date: Date a commission statement is generated. The commission statement is available
on the agent website the business day following the Run Date.

Secured Advance Balance: During the Advance Recovery Period, this is the outstanding
advance balance on active certificates. Represents a debit balance which is not
immediately due; it is secured by the active status of certificates based on expected
incoming premium payments. See also Deferred Advance.

Service Fee: A small commission that, if offered, provides additional commissions to the
servicing agent in advanced years of an active certificate (years 11+). Servicing fees are
not vested if the agent contract is terminated.

Simplified Issue: Name of a Royal Neighbors final expense life insurance product, but
indicates a simpler, faster underwriting experience. Generally does not require a medical
exam. Compare to “fully underwritten” life insurance.

Split: Commissions are shared between two or more agents and indicated as such on
insurance or annuity applications. Commissions are calculated on a percentage of the
premium payment, and must total 100% to all agents in aggregate.

Street Level Commissions: Average commission level an insurance company offers to
independently contracted agents. Royal Neighbors does not have “street level”
commissions since all agents are contracted through an IMO.

Surrender: Certificates terminated by the owner of a certificate in exchange for a return of the
cash value of the certificate. The key difference between surrendered and lapsed is
surrender was an intentional and voluntary action. Any unearned commission previously
paid will be charged-back to the agent following the process of a surrender.

Suspended: Certificate status. Certificate was previously activated but now suspended. May
indicate a returned premium and that the certificate is currently in within the grace
period, or may be suspended due to some other pending change.

Target Premium: Amount of annual premium for a Universal Life certificate on which advance
commission is based, and is within the minimum and maximum premium allowed for the
Universal Life product.
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Term Conversion: Term life certificates are converted into a whole life or universal life
certificate. Consult your Commission Addendum for eligibility for commission on
conversion, depending on the duration of the specific certificate.

Terminated: Certificate status. Certificate has been terminated or cancelled either due to a
request by the owner of the certificate or non-payment. No additional premiums
expected to be received and therefore no further commissions paid. Any commissions
paid, but not earned are subsequently charged back.

Universal Life: Universal life insurance adds flexibility to the benefits of permanent life

insurance. With Royal Neighbors SecureLife universal life products, members can tailor

premium payments to their specific circumstances, build cash value and death benefit,
and enjoy the security that permanent life insurance brings.

Unpaid Advance (negative): Represent the charge-back of commissions which were
previously earned, but following the original activation, the certificate is re-issued at a
lower premium amount or the certificate is not taken following the payment of a
premium. The earned commissions previously credited are no longer earned, and
become an unpaid advance due back to Royal Neighbors.

Unpaid Advance (positive): Advance commissions accumulating on the agent account until
$50 minimum threshold is reached for cash payment.

Unpaid Commission (negative): Commissions reversed due to the return or reversal of
premium payments. Generally due to non-sufficient funds payments.

Unpaid Commission (positive): Earned commissions accumulating on the account until $50
minimum threshold is reached for cash payout.

Unsecured Advance: Outstanding advance balance on inactive, terminated, or lapsed
certificates. Represents a portion of the immediate debit balance. It is unsecured
because premium payments are no longer expected on the terminated/lapsed
certificates and must be paid back to Royal Neighbors or recovered from future
commissions.

Vesting: Vested commissions are owned by the writing agent, even after termination of the
Agent Contract. Such commissions will continue to be remitted to the agent as long as
conditions specified in Agent Contract are met.

Withdrawn: Applications submitted for consideration, but withdrawn prior to a final underwriting

decision. No commission is paid if never active.
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