How to

When selling an independent
insurance agency, providing
accurate financial and operational
data is crucial for a successful
negotiation.

This provides insight into the
composition of the agency's
client base.

< CLICK HERE FOR INFORMATION ABOUT GATHERING
C ~  ACCURATE FINANCIAL AND OPERATIONAL DATA

These pieces of information
are crucial in the negotiation
process because they allow
the buyer to:

Sell your 'ncurance Agency

Road Map

Accurately value the
insurance agency

By understanding the
details of revenue sources
and client composition,
buyers can better assess:

Identify risks and
opportunities

The data helps buyers spot
potential issues or
opportunities like:

Untapped markets
or cross-selling
potential

Over-reliance on
one carrier

%

Plan for integration

Understanding the
agency's carrier
relationships and client
mix:

Helps buyers plan
how to integrate
the agency into
their existing
operations

Structure the deal

This detailed information
can influence how the deal
is structured potentially
impacting:

Purchase price

%

Forecast future
performance

Buyers use this data to
project how the agency
will perform under their
ownership, which is
crucial for their
investment decision.

Provide accurate financial and

operational data

[

It directly impacts the purchase
price and can influence the
structure of the deal

e Ex: Upfront payment vs.
earn-out provisions

“ Actual Revenue Numbers
. J
( )
Why it's important:
. J
Buyers use this to calculate... 1 This is the foundation of the agency's ]

3 Potential return
on investment

Project future earnings

value. It provides a clear picture of...

The agency's financial

Growth trajectory

e performance

\_/—i a Actual Breakout by Carrier ]\[

insurance carriers.

[ Why it's important: ]

( This shows the distribution of business across different ]

$k Buyers can evaluate the potential for improved
contracts or commissions with certain carriers

& It helps identify any risks associated with

over-reliance on a single carrier

¢k Buyers can assess potential synergies with their

existing carrier relationships

$§ Itreveals the agency's diversity or concentration of

carrier relationships

a Actual Breakout by Account Size & Type

|

This reveals the spread of risk across different types of ]

clients

[ Why it's important: ]

& It helps buyers assess the potential for account
growth or cross-selling opportunities

$& A diverse mix of account sizes can be attractive,

indicating stability

gk Large accounts might be seen as both valuable assets
and potential risks if they were to leave
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While a buyer with great
resources and reputation is
appealing, the most important
factors depend on your
personal goals. Are you
prioritizing maximum sale
price, legacy preservation,

employee protection, or future
growth potential? Clarifying
your priorities will help guide
your decision-making process.

B

Buyer's reputation

A buyer with a great
reputation in the
industry is, indeed,
valuable. This can help
ensure a smooth
transition for your
clients and employees,
retaining more business
post-sale.

NG :.
Financial Resource

A buyer with strong
financial backing can:

Provide stability
during the
transition

Invest in growing
the insurance
agency

Offer a fair
purchase price

O

4F
Human Resources
A well-staffed buyer can:

Offer career growth
opportunities for current
employees & encourage
new talent

Provide support to
existing employees

Manage the transition
effectively

J/

' \

Business Systems and
Automation

Advanced technological
systems can:

Increase profitability &
retention

Enhance client
experience

@ Improve efficiency

Road Map

4

Business Processes

Effective processes can help scale the insurance agency
and improve operations

e Account rounding

0 Better carrier placement

e Improved client satisfaction

Established business processes can help improve
efficiencies and operations

CLICK HERE AND LET
ME DELVE INTO THE

MOST IMPORTANT
CONSIDERATIONS
AND WHY THEY

MATTER

)

Top Factors to Consider

)

C Other Key considerations and why they are important > /

="

outcome from the sale

.

@ Purchase price and terms

$k This is crucial as it directly impacts your financial

¥ You've invested, and expect a significant return

B

Client retention plan

A planned retention approach protects your legacy and
can affect earn-out agreements, if applicable

@ Interaction with
Employee

How the buyer plans to
utilize your employees \

45

B

@ Cultural fit

Aligning with a buyer whose values and
approach match yours can help preserve
the agency's identity

J/

$ Can affect the
transition

$§ Your reputation in
the community

0 Your future role

Consider:
#k If you want to stay involved post-sale

#§ How that aligns with the buyer's plans

.

Q Growth potential

A buyer who can grow the
agency will offer better terms
or earn-out potential

Regulatory compliance

Ensure the buyer is well-versed in industry
regulations to avoid future issues

J U J \

-

G Client communication strategy

How and when
clients will be
informed about
the sale.

Crucial for. ..
$& Maintaining relationships

#§ Minimizing disruption

4

@ Transition support

=% Non-compete agreements

Evaluate how the

@ Carrier relationships

How they will affect:

How much assistance will you be Consider .. These can impact your e
; ; buyer's existin Current contracts
required to provide during the % Scope futurel career optlon; if car>rlier g * c i
i o . ou plan to stay in the ommission structures (lift
transition? #% Duration ?/nduztry y relationships %
J G J .
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¥

Maximizing
financial return

Most sellers naturally
want to achieve the
highest possible sale
price for their agency.

& Potentially structured payments or earn-outs
to maximize long-term value

$ Favorable tax treatment of the sale proceeds

& A fair valuation that reflects the agency's true

s,

/

Ensuring client care

Many agency owners have built strong relationships with
their clients over years or even decades. They often want:

& Potentially structured payments or earn-outs to
maximize long-term value

This often includes: worth
$& A smooth transition to minimize disruption for
\ / clients
4 N\ . . . . . .
. An ongoing relationsh th larger/more influential
What do sellers of an independent * o g IEEHOnERIp R T et
i ?
L InSurance agency genera”y want: ) # Assurance that their clients will continue to receive

high-quality service

Protecting employee interests

Sellers frequently feel a sense of loyalty
to their staff and want to ensure:

$ Continuation of fair
compensation and benefits

$& Opportunities for career growth and
development under new ownership

& Job security for their employees

Road Map
2 e \

Preserving agency legacy Achieving a smooth transition

For many sellers, their agency Sellers want:
represents a significant life
achievement. They may seek: #& Clear communication
throughout the process
$& Respect for the agency's culture

and values $& Minimal disruption to

day-to-day operations during
$& Continuation of the agency's name the sale

or brand, in some cases
#% A well-planned and executed

' A buyer WhO W|" maintain the transition process

agency's reputation and standing in
the community

@ Technology integration

$ Consider the compatibility of your
current systems with the buyer's.

% A smooth technological transition can

minimize disruptions.
Geographic expansion

If the buyer operates in different regions,
this could open new markets for your
existing clients and staff.

Specialization and Consider how the buyer's expertise and how they might

niche markets

complement or conflict with your agency's focus

$& In specificinsurance lines $ orIndustries

Legal and tax

The structure of the sale. For example: (asset vs. stock sale) can
have significant tax consequences

Vs

implications
P $& Consult with attorney(s) #% Consult with tax
professionals
Earnout If part of the purchase price is tied to future performance,
structures carefully evaluate:
$% Terms  # Probabilty of acheive these targets
Consider IP and how it will be valued and transferred,
Intellectual including:
property $& Trademarks & Proprietary systems

#% Unique processes

@ Community involvement

% Ifyouragency is deeply involved in local
community activities, how this might
continue under new ownership

% Whatis the buyer's community profile?
¥ Will it continue to bring opportunities

N
@ Future industry trends

Consider how well-positioned the
buyer is to adapt to emerging
trends like innovative technologies
such as:

Data security and privacy

Ensure the buyer has robust systems to
protect client data during and after the
transition

2% :
/| @

Claims handling

to your employees?

@ Training and onboarding

Evaluate the buyer's plans for training their
staff. Consider: Client relationships

$& Agency's specific processes

& Client relationships

.

$ InsurTech Al Big ¢ Machine Learning

% Data Analytics or changing

% Blockchain $ regulatory
environments

Consider how outstanding and future claims
will be managed to ensure consistent service

CLICK HERE FOR HOW WOULD |
PRIORITIZE THESE KEY

Licensing and certification
=

CONSIDERATIONS IN YOUR
DECISION-MAKING PROCESS

Verify that the buyer holds all necessary
licenses and certifications
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Mltlgatlng legal and financial I\./lltlgatlng.legal and financial Ensuring agency growth and Malr?talnlr)g community Achieving peace of mind Wil Frnaineal cemslaraitans A vevelly £ e s,
risks risks (Continued) SUCCESS relationships Ultimately, most sellers want: many sellers find that achieving a balance among these
Sellers typically aim for: Many sellers are thinking about their Even after selling, many owners want to see their If the agency has been various factors leads to the most satisfying outcome. The
next chapter and may want: agency continue to thrive: deeply involved in the local % Asense l(_)f;losure a”ﬁ - weight given to each of these desires can vary
& Clear agreements on how to handle communitv. sellers ma accomplisnment as they transition significantly based on the seller's personal values
. . Non-com reements th n' . Y y ol o ‘
any client or employee issues that #% Non-compete agreements that don't $& There's often a desire for the agency to want: to the next phase of their life or financial situation, and future plans.

overly restrict future opportunities

arise post-sale remain competitive in an evolving industry career

Preservation of local jobs
* and economic J $ Confidence that they've made the
right decision

& Flexibility in their level of involvement
post-sale

_ $& Most sellers prefer buyers who can offer contribution CLICK HERE AND LET ME SUMMARIZE
& Protection against future liabilities * S?r:ne i wanft . stlay m\t;OIVT(d' expanded markets orimprovedtechnology % Assurance that % For themselves > WHAT SELLERS OF INDEPENDENT
related to prg-sale operations oer maypreiera can bresic community involvement % Their clients Cc INSURANCE AGENCIES GENERALLY WANT
& A defined exit strategy that aligns $& They may look for a buyer with the resources and support will continue % Their employees

with their personal timeline and vision to grow the agency

What do sellers of an independent What if a potential buyer owns one or more
insurance agency generally want? insurance agencies in your city?
- Y ( : 1
( The importance of a buyer being from the same city ] ( Limiting your scope of buyer candidates ] ( Do you want your ] ( Would you want your
as the independent insurance agency can vary (geographically or otherwise) significantly agency to stay insurance agency to be IMPORTANT: Know what you are
depending on several factors. reduces your odds of success independent of any combined with looking for and what you want to
o . CLICK HERE FOR MY TAKE other agencies? another agency? so that when a potential buver
Negotiating Operational ON HOW IMPORTANT IS P y

presents themselves, you can

O

and Valuation

Long-term
@ commitment

changes IT FOR THE BUYER OF AN

Growth INDEPENDENT

opportunities INSURANCE AGENCY TO
BE SOMEONE LOCAL?

quickly identify whether they fit
the profile or not.

Employee and
client retention

Community
involvement and
reputation

G
000
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Prepare your agency for sale before you start looking for buyers,
ensure your agency is in the best possible shape:

.

Review and update client lists

Ensure your client database is accurate and
up-to-date.

Ve

Organize financial records

annual tax returns, and other relevant financial

$k Gather three years of monthly financial statemerdf, Be prepared to update

these at the end of each

documents

month

What do sellers of an independent
insurance agency generally want?

Find an eligible buyer for your insurance agency

Ve

Assess and document agency operations

Create clear documentation of your processes,

workflows, and key relationships.

.

Address any legal or compliance issues

Resolve any outstanding legal matters or regulatory
compliance concerns.

—\

AN

Road Map

2

9 Determining an understanding of value is essential

Hire a qualified and professional appraiser

Only use an appraiser who specializes in insurance
agencies

Understand valuation methods

Familiarize yourself with common
valuation methods like ...

$& Multiple of revenue
$& EBITDA multiples

#& Discounted cash flow analysis

Consider growth potential

Factor in your agency's growth
prospects, which can significantly
impact its value.

Decide on your sale strategy and choose how you want to
approach the sale

)

)

Direct sale

Sell directly to a
known buyer

$& Employee \

Broker-assisted sale

Hire a business broker
specializing in insurance
agencies.

Merger

Consider merging with
another agency as an exit
strategy.

$% Competitor

)

Identify potential buyers by casting a wide
net to find interested parties.

Consider if any employees are
interested in buying the agency.

Insurance carriers

Some carriers might want to acquire
agencies to expand their distribution.

N
4 N\
Competitors
N——— \
Other local or regional agencies might ‘
be interested in expanding.
Employees
N—— N——

)

e Create a compelling sales package to attract potential agency buyers.

Private equity firms

These firms often invest in
insurance agencies.

Independent investors

Individuals looking for business
opportunities in the insurance sector.

Executive Summary

A brief overview of your agency, its
strengths, and growth potential.

Marketing teaser

A non-confidential summary to attract
initial interest.

Confidential Information
Memorandum (CIM)

A detailed document outlining your
agency's operations, financials, and
market position.
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Screen potential buyers and vet them carefully

Market your agency
Leverage online platforms

, ) ) ) ) ) 0 , » \

Spread the word Look at the Insurance Look at local agencies Use your network Work with a broker o Facebook Require Assess financial Evaluate cultural (

about your sale Journal List of 100 you know that have & Reach out to like Stroman non-disclosure capability fit )

wh!let N made ?:her g industry Consulting Group @ Reddit ?Slr)e:r;ments Consider how well \

maintaining ) acquisitions, or calle g hi S e vici \/\\J

confidentiality. # Pick from among you to express cqntacts who % Ifyour\]/e Plllllred @ Linkedin Ensure potential tT.e buygr; vision \C:Cj
\ those who you interest in buying might know one,kt & Protect your buyers have the aligns wit )I/our

want to contact. your agency. potential buyers. market your @ Industry Forums, etc. sensitive means to agency's values
agency to their information purchase your and client
L N ) L ) network. Use business-for-sale : agency relationships.
L ) websites and insurance '
L industry forums. ~ 7N 7N g J
. J

4

Have a good understanding of your information and data-trends, context, reasons, etc. Do not let yourself be surprised by something
the buyer discovers before you do.

4 ( N\ \ N\
What is typically requested [ More in-depth phase of buyer evaluation
# Income and Expense Statement for #¢ How much business you have, sorted by carrier, for the top 10 carriers or ( A N -
trailing 36 months 60-75% of your business, for the trailing 36 months, on a yearly commission ( ] ( h |
% Current month's balance sheet basis (to identify trends) Get to know your buyers in a meaningful way Control the story of your

agency/business that you

$§ List of top 10-15 clients (without names included) including premium, commission
want to tell

income. date of renewal. and carrier $k Reach out to industry contacts who might

know potential buyers.

$k List of employees with compensation
amounts and duration of tenure
#% Premium and loss reports from all carriers for trailing 36 months Identify a carrier in your
agency that has shone the
most favorable light and
then communicate it

effectively

$¢ That you have a common approach
# Information on any Department of $& Any expertise in particular areas
Insurance investigations and/or

complaints—be upfront about this!

$& That your thought processes are reasonably
similar.

# This is a long-term relationship you are
entering into! This is your legacy.
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How to Sell your /nsurance Agency
4% ~ 4 |

Negotiate and structure the deal
once you have found a serious

Due Diligence: Prepare for the buyer's thorough

examination of your agency

buyer
(_l

]

]

Be clear on your terms.

Decide what's negotiable
and what's not.

Consider deal structure

Discuss options like full

Address key issues

Negotiate aspects like

Organize all

requested documents
Financial records, contracts,

]

Be transparent

Disclose any potential issues

Address buyer concerns

Be prepared to explain any

Remember, selling an insurance
agency is a complex process that can
take several months to over a year. It's
crucial to maintain confidentiality
throughout the process to avoid
unsettling staff and clients. Consider
working with professionals
experienced in insurance agency sales

buyout, partial sale, or retention of key staff, client | formation. et upfront to avoid red flags or concerns the to guide you through this process and
L ) earn-out agreements. transition, and your potential €mployee information, etc. complications later. buyer might have. help you achieve the best possible
. ongoing role. outcome.

\
e

Finalize the sale work with Post-sale transition to ensure a smooth

professionals to close the deal handover

(—l \ \ (—l \ \ CLICK HERE AND LET

( N ( ME ELABORATE ON

Engage legal counsel Coordinate with Plan for transition Communicate Assist with the transition Fulfill any THE STEPS TO

Have a lawyer review and
finalize all agreements.

financial advisors

Ensure the financial aspects
of the deal are properly
structured.

Develop a clear plan for
handing over the agency to
the new owner.

with staff and clients

Inform them about the change in
ownership and what it means for
them.

If agreed upon, help the new
owner during the initial
transition period.

post-sale obligations

Complete any agreed-upon
consulting or earn-out
arrangements.

FINDING A BUYER
FORYOUR
INSURANCE AGENCY.




