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Foreword from Vertafore

For insurers, compensating independent agent partners is more than just the cost of
doing business. It's a powerful component of distribution management. Strategic
compensation is a key driver to aftract and retain top agents and facilitate long-term
growth. Unsurprisingly, modern insurance agents expect fransparency, flexibility, and
recognition for the work they do. However, it is imperative for insurers to exceed agent
expectations and reliably deliver the compensation essential for their business success
to develop strong, lasting partnerships.

At Vertafore, we view compensation strategy as a competitive differentiator. With
thoughtful design and effective administration, you can successfully align agent
motivation with your company goals. The challenge isn't just designing the right mix of
commissions, bonuses, and contests; it's knowing what agents need and understanding
down to the fine details how different elements of compensation influence where
business gets placed. With this information, you can engineer compensation strategies
that fruly set your business apart.

The right technology is the foundation for successful delivery. Legacy systems lack the
functionality to meet insurer and agent needs. Modern compensation management
solutions must do more than just process commission checks; they need to empower
insurers with analytics and automation, be adaptable to changing market conditions,
and motivate agents o sell the products you want them fo sell. They need fo turn
compensation from a back-office headache into a strategic advantage that drives
agent loyalty.

This report confirms that compensation influences agent behavior when placing
business, and the solutions insurers use directly determine how effective that strategy
can be. We're proud to present this report with Celent, just as we're proud to partner
with insurers that recognize this opportunity in modernizing such a fundamental element
of the industry. Together, we're committed to transforming compensation management
intfo a tool for engagement, growth, and sustainable success.

Dedicated to delivering your path forward,

The Vertafore Team

>4 Vertafore Celent.
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Despite what agents say, compensation
meaningfully influences where business is
placed.

* Life insurance agents often insist that compensation does not influence where they place business,
framing product fit, customer needs, and service quality as the dominant drivers. We recently
surveyed hundreds of agents and revealed a more nuanced reality.

* While those factors remain important, compensation structures—including base commissions,
bonuses, and incentives—play a meaningful role in shaping placement decisions for a significant
proportion of agents.

* Contests and recognition programs also continue to have an outsized impact, reinforcing the idea
that motivation is not purely financial but also tied to competition, achievement, and status within
the field.

* Forinsurers, these findings carry clear implications. A competitive, well-structured compensation
program is not just a hygiene factor—it is a differentiator in attracting and retaining producer
attention.

* Designing and managing such programs, however, is no simple task. Incentives must balance
fairness, regulatory compliance, and strategic growth goals while remaining responsive to shifting
agent expectations.

* Increasingly, this requires specialized technology capable of modeling, administering, and tracking
complex compensation plans at scale.

* Insurers that prioritize compensation strategy and execution will be better positioned to build
stronger distribution relationships and drive sustained growth.
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Background

* We wanted to understand the role that compensation plays when an agent chooses where to
place business. If it has a significant impact, and requires complex permutations, that has an
impact on the kind of technology a carrier needs.

* So, in June 2025, we surveyed over 600 life and health insurance agents about commissions and
what drives their decisions on where to place business.

* We worked with a third-party survey firm to obtain our respondents. While we provided criteria to
ensure the respondent sold life insurance or annuities in North America, we had no other influence
over who received the survey.

* We did not actively seek out agents who were also financial planners selling annuities. As a result,
annuities are not as prevalent in the responses as they have been in the market.

* We included questions on the demographics of the respondent. Our hypothesis was that there
were differences in attitudes depending on things like their age and experience in the industry,
their role, and the size of the agency. Where we can see differences, we call them out.

* We also included a variety of questions on the nuances of the types of compensation—transactional
commissions vs. bonuses; monetary and nonmonetary; and the technology needed for agents to
manage their own compensation.

* We did not ask if they were actively selling life insurance. Our assumption is that they are because
they responded with statistics about the composition of their book by line of business (LOB), and
their role in selecting the carrier.

* This survey was sponsored by Vertafore, but Vertafore had no influence over the selection of
respondents or the analysis of the results.

© Celent




Table of Contents

e Commissions

Contests and Bonuses

Distribution Management Technology
Final Thoughts

NN

Appendix A: Demographics

/ E
4

© Celent




Commissions



How are life insurance commissions paid?

First year and residual commissions

* Commission structures vary by policy and company, but typically, life insurance agents receive as
commission 60% to 80% of the premiums paid by the policy holder in the first year. Lines of
business determine the amount agents and brokers can earn. Term life typically provides 40-120%
of first-year premiums while permanent life typically provides 10-80% of the first-year “target”
premium.

* Inlater years, the agent may receive anywhere from 3% to 10% of each year's premium, also
known as residuals, renewals, or trailing commissions. Residuals provide a passive source of
income, meaning agents don’t have to continually sell new policies to continue earning
commission. As customers renew their policies, agents also earn residuals, which are smaller,
ongoing payments.

* Most life insurance agents are paid strictly on commission, meaning they only make money when
they sell policies. However, many policies provide a residual income stream, which is paid out each
time the client renews their policy.

* Added up, 5% to 10% of all the premiums paid over the life of a policy could go to commissions.

* To gauge the level of importance of the various commissions, Celent asked a series of questions
related to commissions, bonuses, payment features, commission statements, and technology. The
following pages compare the level of each with availability in the market. Availability is determined
by the level to which the options are offered by insurers per the respondent and considers if all or
most carriers offer the option.
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Commission plays a significant role for many respondents. Regardless of role,
almost 60% say that commission has an impact on where they place business.

Note: From this point forward, the analysis focuses
only on respondents who indicated, “/ usually make the
decision about where to place the business.” Findings
reflect the perspectives of this decision-making group.

* Commissions remain a powerful influence on
agent behavior, though the impact varies.

* Overall, 26% of respondents say commission
drives where they place the business.
Another 35% prioritize higher pay when
other factors are equal.

* At the same time, 33% noted that regulated
commission rates limit their effect on
decision-making, while another 9% said they
are aware of commissions but are only
minimally influenced by them.

* Taken together, the findings suggest that—
despite regulatory constraints—commissions
are still strong motivators, especially for
leaders within agencies, and play a
meaningful role in shaping where business is
placed.
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When choosing with which life insurer to place business, how much do you consider the
commission that will be paid by the insurer?
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