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About Future One and the 2022 Agency Universe Study

Future One is a cooperative effort of the Independent Insurance Agents & Brokers of America (IIABA) and independent
agency companies. It sponsors a variety of programs to enhance the independent agency system and agency-carrier
relationships, both legislatively and in the business environment.

One of Future One's major efforts has been the Agency Universe Study (AUS), first conducted in 1983. The study was
repeated at 4-5 year intervals over the next 13 years (1987, 1992, 1996, 2000) and, starting in 2002, has been conducted
biennially to track the fast-paced changes in the industry.

The AUS continues to provide information - much of it unavailable anywhere else - that is useful to independent
agency principals, independent agency carriers, and the IIABA in its public information and education efforts.

» The study provides independent agency principals and managers with insights into how their peers operate,
as well as business strategies that may be helpful to them.

» Carriers obtain information, ranging from agency principals’ and managers’ opinions about the future of the
independent agency system to how agencies use technology. This information helps carriers make better
decisions as they work with independent agency principals.

> 1IABA cites the AUS several hundred times each year in its work with independent agency principals, the trade
press and public officials.
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About Future One and the 2022 Agency Universe Study

The Survey

The Agency Universe Study includes: 1) Estimating the total number of independent property/casualty agencies in the United States,
and 2) a wide-ranging a survey of independent insurance agencies regarding their businesses, business practices and tools, opinions,
and relations with carriers. Most of this report focuses on the survey results.

The 2022 survey continues to focus on both agencies as whole business enterprises and, for multi-office agencies, on specific locations
or satellite offices. Individual locations of multi-office agencies were included starting in 2006 because carriers often deal as much
with specific offices as with multi-office agencies as a whole, because some decisions are made at the office level, and because
different offices within large agencies often focus on different market segments.

The first chapter in this report, The Agency System, provides data on agencies’ overall structures and revenues at the agency level,
regardless of the number of offices the agency has. Subsequent chapters focus on operations at the individual office location level. (In
the few cases where both branch and headquarters locations responded to the survey, headquarters location responses were
included in The Agency System chapter, and all responses were included in subsequent chapters). However, throughout this report,
agencies are classified by size in terms of their size as whole enterprises, across all offices. For the 78% of agencies that have just one
location, operations at the enterprise level and at the individual office level are identical.

The 2022 survey included many questions that were asked in previous versions of this research, both because they continue to be
areas of interest and so that trends can be tracked. In most cases where 2022 and 2020 questions were identical, responses for both
2022 and 2020 are included in this report. For more comparisons of 2022 to 2020, readers can refer to the cross-tabulations.

In 2020, a new section of the report was added about the impact of the COVID-19 pandemic on the agencies’ business.

Survey Methodology

There is no single comprehensive listing of independent agencies and brokers that could be used as sample for this study. Therefore,
to obtain as broad a representation as possible, Future One used the IIABA’s listing of independent agencies, which is compiled from
state association membership lists, and also listings of their agencies that a number of participating carriers were willing to provide.
The sample was de-duplicated to remove multiple listings of the same agency that came from different lists.

Undoubtedly, the willingness of some carriers (but not others) to include their agency listings in the sample biases the data to some
extent, by leading to overrepresentation of those carriers’ agencies. However, the extent of this bias is limited by the fact that agencies
represent multiple carriers, and undoubtedly in many cases represent both a carrier that provided listings and carriers that did not.

Of course, a very large number of agencies also appear on the IIABA's membership list.
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About Future One and the 2022 Agency Universe Study

Data was collected via web-based interviewing. E-mail invitations (and reminders) were sent to agency principals and/or other
agency contacts, requesting their participation in the research. Each invitation included a survey link with a unique PIN to enable
respondents to complete the survey in more than one sitting if necessary, and to make it possible to analyze the survey results using
information from the sample, such as classifying agencies by community types using their zip codes.

The response rate to the survey this year fell to an all time low. In order to increase the number of completed interviews to ensure
we collected enough completed surveys in order to look at all of the various subgroups, we also employed an open link. The link was
included in various newsletters and communications to agents in general This allowed agents who were not included in the carrier
sample to complete the survey. In total, 1,452 respondents were included in the study.

Because Future One needed to collect a very broad range of information, two versions of the questionnaire were used to reduce the
number of questions asked of each respondent. Each version contained a set of core questions common to both versions, plus
some sections exclusive to each version. For example, version 1 asked about technology usage while version 2 asked about
marketing.

Another method used to shorten the interview length was limiting each respondent to answering no more than two sections about
specific lines of business and account sizes: personal, small commercial (<$15K total annual P&C premium), medium commercial
($15K-$99K total annual P&C premium), and large/very large commercial ($100K+ total annual P&C premium). Among respondents
eligible to answer more than two sections, the following priority was used to maximize the number of evaluations for types
encountered less often: large/very large commercial, medium commercial, small commercial, personal. The eligibility criteria for
answering each section, based on the number of accounts by line/account size, are shown below.

» Personal: 50+ accounts

» Small commercial - accounts with < $15,000 in annual premiums - 50+ accounts

» Medium commercial - accounts providing $15,000 to $100,000 in annual premiums - 10+ accounts

> Large/very large commercial - accounts paying $100,000 or more in annual premiums - 2+ accounts
As in previous AUS reports, the terms “personal lines carrier,” “small commercial lines carrier,” etc., are used throughout. Of course,
many carriers provide coverage for both personal lines accounts and commercial lines accounts of various sizes. In this report,
these designations refer to the type or size of accounts that agencies write with a carrier, not the lines or products offered by the

carrier. Thus, Travelers is a “small commercial lines” carrier when we are referring to coverage of small businesses that agencies
place with it.
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About Future One and the 2022 Agency Universe Study

Analysis

The data cross-tabulation tables (or “banners”) used to analyze the data classify the participating agencies on a variety of
dimensions. In the cross-tabs, statistically discernible differences between sub-groups (different agency sizes, different
regions, etc.) are identified. From the viewpoint of tracking development of the independent agency system, the most
important differences are those between 2020 and 2022. In this report’s charts, statistically discernible differences
between 2020 and 2022 are identified by marking the 2020 percentage with A. To reduce clutter in already crowded
charts, the statistical significance of other comparisons (e.g. among agency sizes) is not noted systematically in this
report. Those who want to check the statistical significance of a particular difference can use the data tables.

Within the entire study population of 1,452, the margin of error at a 95% confidence level is £ 2.59 percentage points.
However, it is important to remember that the margin of error within a group, and between groups, is determined by the
number of responses from agencies in that group. Some of the sub-groups used in the analysis are relatively small, so
caution must be exercised when interpreting those results. Footnotes are included wherever particular caution is
warranted due to very small sample sizes.

The main categories used in the analysis and reporting, along with the total number of respondents in each, are detailed
on the following pages.

Agency Revenue

Agencies range from one-person operations with less than $100,000 in insurance revenue to nationwide operations with
more than $25 million in insurance revenue. These differences in size are closely related to many other differences
among agencies, such as number of carriers, use of intermediaries, and mix of business.

For purposes of the analysis, size is defined in terms of self-reported insurance revenue. Six categories that have proven
in prior years to differentiate agencies are used again in 2022.

Respondents were asked to estimate the agency’s 2021 revenue as a whole, including all locations. A total of 1,184
respondents provided an estimate.
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Estimating the Size of the Agency Universe and the Distribution of Agencies by Size

Estimating the size of the agency universe and the distribution of agencies by size presents significant difficulties. The
most obvious source of authoritative data, the Census of Business, is carried out every five years, but it does not
distinguish cleanly between property/casualty and life/health agencies, or between “captive” agencies owned by carriers
and independent agencies. The same limitations are present in the largest commercial database, Dun & Bradstreet. In
addition, by law, the Census cannot provide data on specific businesses, just as it must ensure the privacy of data on
households.

Given these difficulties, over the years Future One has used a variety of data sources and methods to estimate the total
number agencies. Until 2012, an estimate of the total number of agencies and brokerages was obtained from the D&B
database listings. However, due to changes to that database, the 2014 and 2016 estimates of the total number of
agencies and brokerages were derived from the Census of Business, as well as data from the US Department of Labor,
Bureau of Labor Statistics. D&B database counts were used to approximate the proportions of agencies that fall into each
revenue category. However, changes in the way D&B classifies insurance agencies and related businesses led us to seek
a more industry-specific resource.

In 2018, estimates on the total number of independent agencies and the total number of agencies and brokerages by
revenue size were obtained from MarketStance (a Verisk company). In 2017 MarketStance merged with the Insurance
Service Office, a long-time supplier of underwriting guidance to property/casualty carriers. MarketStance maintains and
continually updates a database of independent agencies and is regarded by the industry as the highest-quality source for
this data. In addition, many carriers involved in the Agency Universe Study have worked with MarketStance, and we
found MarketStance’s current estimate of the total number of independent agencies close to estimates the IIABA and
individual carriers use. For these reasons, the Research Committee decided to simply use the MarketStance estimates of
the overall number of independent agencies in the United States and their estimates of agencies in the revenue
categories we have used for years. We continue to use these estimates in 2022.

We believe that these procedures will provide more accurate information and clearer pictures of trends in future waves of

The Agency Universe Study. '
Additional details on these methods can be found in Appendix B.
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Weighting the Survey Data

Due to a different recruitment approach in 2020, coupled with the lower response rate, a change to the weighting scheme
was made. In previous waves, to represent the agency universe accurately, the survey responses needed to be weighted
by agency revenue size. For example, in relation to their numbers in the agency universe, many more Large and Jumbo
agencies responded than Small and Medium-Small agencies. Therefore, it was necessary to give the responses from
Small and Medium-Small agencies higher weights than responses from the Large and Jumbo agencies.

In prior waves, respondents who did not provide their agency’s revenue were given a weight of zero, essentially removing
them from the data. In 2020, respondents who did not provide revenue information was given a weight a 1.0. This
approach led to a change in the proportion of principals vs. non-principals. In order to mitigate the impact of this change,
a two-tiered weighting scheme was employed. In addition to weighting the data by revenue size as was done in past
wave, the data was also weighted to match the proportion of principals vs. non-principals that have participated in the
study in the past. Appendix B provides more information on the weighting. This weighting scheme was repeated in 2022.

Accessing Report Information

The report includes a Reader's Guide, which provides definitions and details about analysis that are essential to
understanding the study results. Reading it before proceeding to the body of the report is strongly recommended.

Accessing Additional Information

The Agency Management Summary will focus on implications of the study findings.



Reader’s Guide

Questionnaire Sections

The questionnaire is divided into 12 sections. The section numbers shown below will assist the reader in identifying the
correct section for each question noted as the source for a graph in the report. For example, QA1 refers to a question
asked in the “Your Agency" section.

COVID-19 (new section in 2020)

Your Agency

Your Agency's Revenues and Markets
Market Access Providers

The Carriers You Represent
Customer Service Centers

Your Agency's Staff

The Insurance Business Environment
Your Agency's Future

Marketing

Information Sources

Your Agency's Technology

About You

Xr— T TommoNory<
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In the Agency Universe Study, the unit of analysis is the agency. Most findings are presented as percentages of agencies
or averages across agencies. The reader should keep in mind that these are findings about agencies, not revenue. They
do not take into account the fact that revenues are quite concentrated in larger agencies.

Mix of Business

Using information on sources of insurance revenue, responding agency locations were classified into three groups based
on their primary concentration.
Personal Lines Dominant (Weighted n=845, 61% of agencies providing information)
70%+ insurance revenue from:

P&C personal lines commissions
P&C personal lines profit sharing, contingent commissions, and supplemental commissions
Individual medical insurance commissions, bonuses, and fees
Individual life, annuities, mutual funds and other investment products

Commercial Lines Dominant (Weighted n=109, 8% of agencies providing information)
70%+ insurance revenue from:

P&C commercial lines commissions
P&C commercial lines profit sharing, contingent commissions, and supplemental commissions
Value-added services (e.g. risk management, claim administration, loss prevention)
Retirement plan (401k, 403b, 457) commissions, bonuses and fees
Group medical insurance commissions, bonuses and fees
Other employee benefits (e.g., dental, disability, life) commissions, bonuses, and fees

Balanced (Weighted n=424, 31% of agencies providing information)

Agencies not falling into either of the two "dominant" groups (but providing sufficient information to categorize
revenue sources).

1 0 Note: 342 agencies were not assigned to a mix of business group because they did not provide the necessary
information.
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Age
Agencies were classified into one of two groups, based on self-reported year when their agency was established.
New (Weighted n=333, 20% of agencies providing information)

Agencies established within past five years (2018 or later)
Established (Weighted n=1,302, 80% of agencies providing information)
Agencies established before 2018

Geography

The study utilized the four U.S. Census regions and the nine Census Divisions, as shown below.

Northeast (Weighted n=193, 11% of responding agenciesMidwest (Weighted n=390, 23% of responding agencies)

New England (Weighted n=54, 3% of agencies) East North Central (Weighted n=257, 15% of agencies)
CT, MA, ME, NH, RI, VT IL, IN, MI, OH, WI

Middle Atlantic (Weighted n=139, 8% of agencies) West North Central (Weighted n=133, 8% of agencies)
NJ, NY, PA IA, KS, MN, MO, ND, NE, SD

South (Weighted n=740, 43% of responding agencies)
South Atlantic (Weighted n=327, 19% of agencies)
DC, DE, FL, GA, MD, NC, SC, VA, WV
East South Central (Weighted n=121, 7% of agencies)
AL, KY, MS, TN
West South Central (Weighted n=292, 17% of agencies)
AR, LA, OK, TX

West (Weighted n=351, 21% of responding agencies)
Mountain (Weighted n=171, 10% of agencies)
AZ, CO, ID, MT, NM, NV, UT, WY
Pacific (Weighted n=180, 11% of agencies)
AK, CA, HI, OR, WA

11
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Reader’'s Guide

Community Types

Using U.S. Census data, agencies were classified into one of four groups based on the ZIP Code information contained in
the sample. Where an MSA (Metropolitan Statistical Area) is part of a CMSA (Consolidated Metropolitan Statistical Area),
we used the MSA to determine community population. For example, an agency in Stamford, CT would be counted as
being in a medium metro area (Bridgeport-Stamford), rather than in the larger CSA including New York City.

Rural Areas/Small Towns (Weighted n=224 13% of responding agencies)
Population less than 50,000

Small Metropolitan Areas (Weighted n=250, 15% of responding agencies)
Population 50,000 - 249,999

Medium Metropolitan Areas (Weighted n=347, 21% of responding agencies)
Population 250,000 - 999,999

Large Metropolitan Areas (Weighted n=858, 51% of responding agencies)

Population 1,000,000 or more

Note that a few urbanized areas with populations somewhat greater than 50,000 have not been classified as MSAs by the
Federal Office of Management and Budget. Nonetheless, we included agencies in these areas in the Small Metropolitan

Area category.




13

Acknowledgements

The 2022 Agency Universe Study has been carried out, analyzed, and reported under the direction of the IIABA Future One

Research Task Force. Zeldis Research wish to acknowledge the invaluable guidance and help provided by members of the

research committee.

Natalie Ali
VP, Distribution Engagement
CNA

Anita Arnold
Senior Client Manager
HSB

Jennifer Becker

Senior Director, Agent Development, Research and
Education

Independent Insurance Agents & Brokers of America

Katie Berends
Research and Analytics Manager
Foremost

Michelle Berry
Manager, Agency Marketing
Progressive

Chris Boggs
VP of Agent Development, Research & Education
Independent Insurance Agents & Brokers of America

Bill Callahan
Vice President, Research Services
Chubb

Nicole Carter

Director, National Accounts and Alternative
Distribution

National General, an Allstate Company

Emma Corcoran
Distribution Strategies Manager
Selective Insurance

Madelyn H. Flannagan
Research Consultant

Michael Franke
Market Research Analyst
Progressive Insurance

Rob Hanawalt
AVP, Pl Field Sales Operations
Travelers

Joseph Kaffenberger
Manager, Market Research Operations
Foremost

Carol Knox
Research Manager
Chubb

Denise Kovach
Research Program Manager
Grange

Michael Lewis
Vice President, Corporate Strategy
Hanover

Peter Mielert
Director, Distribution Engagement
The Hartford

Brandi Nielsen
PL Agency Experience Leader
Nationwide

Porter O’Brien
AVP, Marketing and Distribution
CNA

Teddie Norton Reilly

Director, Government Affairs Operations
Independent Insurance Agents & Brokers of
America

Bob Redden
VP Agency Development
Selective Insurance

John Schlotterer
Senior Director, Enterprise Market Research
Travelers

Lori Schoenenberger
Market Analyst
Amerisure

Matt Sternat
Director, Customer Research
The Hartford

David Teal
Research Director
Liberty Mutual Insurance/Safeco

John Uminski
Senior Vice President
National General, an Allstate Company

Shonda Vorst
Marketing and Communications Supervisor
Central Insurance




14

Acknowledgements

Zeldis Research, an independent market research firm, directed the study. Since 1991, Zeldis Research has been
designing customized market research to help clients understand their customers. Zeldis Research has extensive
experience in the insurance industry, as well as consumer products, education, financial services, healthcare, and
publishing, and offers the full spectrum of quantitative and qualitative techniques, including advanced analytic
approaches.

With deep and broad sector experience and an understanding of the products relevant to the insurance industry, Zeldis
Research helps clients understand consumer and business trends and the complex influences that could impact
marketing efforts.

At Zeldis Research, this project was directed by Kristina Witzling, Executive Vice President, and Bob Jakubowski, Senior
Research Director. Kristina Witzling can be reached by telephone at (609) 303-3583 or by e-mail at
kristina@zeldisresearch.com. Bob Jakubowski can be reached by telephone at (609) 303-3567 or by e-mail at
bob@zeldisresearch.com.

For more information about Future One and to obtain a complete copy of this report please contact:

Jennifer Becker

Senior Director, Agent Development, Research and Education
Independent Insurance Agents & Brokers of America, Inc.
jennifer.becker@iiaba.net

(800) 221-7917



mailto:courtney@zeldisresearch.com
mailto:bert@zeldisresearch.com
mailto:madelyn.flannagan@iiaba.net

® KEY FINDINGS

The Independent Agency Universe in
2022



2 5

:';"{\-_‘t-

>

16

Overall Independent Agency Size and Market Conditions

In 2022, the estimated total number of independent property/casualty agents and brokers in the
United States stands at 40,000. Based on MarketStance data, in 2022, the estimated percentage of
Small agencies (with less than $150,000 in revenue) stands at 38%. At the other end of the scale,
Jumbo agencies ($10 million+ in revenue) now account for 1% of the universe.

The proportion of agencies in small town and rural areas have decreased in 2020 (13% vs. 23%),
while the proportion in large metro areas has increased (51% vs. 40%).

Business conditions for agencies continue to be favorable despite a decrease; two in three
agencies (62%) saw revenue gains from 2020 to 2021 (lower than 2018-2019, in which 70% saw
gains). However, the average size of revenue gains has increased vs. 2020, at +27% (vs. +20%)
among those reporting an increase. The 25% of agencies that saw decreases in revenues (up from
15% in 2020) report higher percentage losses in 2022 (average decrease of -22%, compared to -
16% in 2020). Personal lines revenue has grown less in 2022 than 2020, with 60% of agencies
reporting an increase (versus 67% in 2020) as have commercial lines revenue (57% vs. 63%).

Larger agencies continue to be more likely to focus on commercial lines (37%) than smaller
agencies (5%-20%). Three in four Small agencies are personal lines dominant, with one in three of
Jumbo agencies commercial lines dominant.
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COVID-19 Impact

» About one in four agencies report COVID-19 had a significant impact on their operations (23%),
revenue (23%), and commercial lines customer base (24%).

= Small agencies (34%) and newer agencies (43%) are more likely to report a significant impact on
their revenue .

» Maintaining employee engagement, working with carriers to handle customer service requests, and
having the IT infrastructure to support work-from-home capabilities are the top challenges during the
pandemic.

» Going forward, identifying operating efficiencies, building an online presence for marketing, and
implementing/improving online business tools are the most important factors for succeeding in 2022.

» Top areas needing support as a result of the pandemic are new business opportunities, providing
support with operating efficiencies to provide better customer service, and offering digital tools for
digital servicing.

» Fourinten (42%) agencies believe carriers are meeting the challenges of the pandemic extremely well;
only one in twenty feel carriers are doing a poor job.

» Threein four (77%) agencies report no impact to staff due to the pandemic.

» The biggest operating changes agencies made due to the pandemic are providing more digital services
and digital interactions.

» Two in five agencies prefer a return to in-person visits with their carrier rep in the next year, and one
in four prefer a mix of online and in-person.
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Market Access Providers and Carrier Relationships

About half of agencies use wholesale brokers (53%) or MGAs (50%) for commercial lines.

Agencies are appointed with an average of 16.4 carriers across all lines; larger agencies have a
significantly larger number of appointments. Nearly nine in ten (86%) work with Excess and Surplus
carriers, with larger agencies more likely to access them directly, and smaller agencies placing E&S
business through MGAs.

For personal lines, Progressive, Foremost, and Liberty Mutual carriers are represented by the most
agencies (as in 2020). In small commercial, Progressive is again cited most often, with Travelers,
The Hartford, and Liberty Mutual following. Progressive is mentioned most often for medium
commercial, and Travelers is mentioned most often for large commercial.

The majority of agencies strongly prefer that customers get routine customer service from the
agency. Jumbo agencies are more likely to use carrier customer service centers, with 35% using
them for both personal and commercial lines.

Agencies are most comfortable allowing customers to use self-service to get policy documents/ID
cards (77%). Two in three would be comfortable with billing inquiries and claims filings. One in
five or fewer would be comfortable with customers obtaining policy quotes, making policy
changes, and purchasing policies via self-serve.
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» Marketing budgets have decreased directionally this wave after decreasing last wave. (By
“directional,” we are referring to differences that are not large enough to be statistically
significant.) As in 2020, social media/digital marketing and agency website development are the
most important marketing activities.

» Social media continues to grow in importance (62% select as a top activity compared to 58% in
2020), while print advertising and Yellow Pages activity remains low. Facebook is used by 85% of
agencies and LinkedIn by 64% of agencies, with other social media channels used much less often.
Social media is primarily used to attract new prospects and build the agency’s brand.

» Annual reviews and regular telephone calls are the primary means of keeping in touch with both
Personal and Commercial Lines customers while referrals are key in both personal and
commercial lines prospecting.

19
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Technology
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Agencies continue to leverage technology; two in three use a comparative rater for personal lines,
and more than eight in ten use agency management systems. AMS systems are most likely to be
used for customer view/search. Less than one in three agencies use a comparative rater for
commercial lines.

Use of paperless office for commercial lines has decreased directionally since 2020 and electronic
communications remain stable including texting with clients (65% vs. 64% in 2020), agency e-
signature tools (61% vs. 59%), and carrier e-signature tools (56% vs. 53%). (By “directional,” we
are referring to differences that are not large enough to be statistically significant.)

Nearly half of agents are likely to agree that insureds are just as likely to accept e-documents as
paper (50%) and four in ten (41%) agree that they have seen significant cost savings by using
carriers' paperless communication options.

The need for cyber policies is stable at 63%.

Agencies are most likely to offer customers online quoting for auto (48%) and online quoting for
home (46%) in the next two years.



21

Agency Challenges
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Accessing well-qualified leads to personal lines prospects who have started looking for insurance on the web
continues to be most important after an increase in 2020 (56%).

Providing new coverages/products remains the most important issue facing agencies, as does the need for
usage-based insurance.

Carrier claims performance (71% more important) and carriers’ customer experience performance (69%) have
become more important over the past two years.

Four in ten agencies believe the Independent Agency channel is extremely resilient to increasing changes in
the marketplace and the way insurance products are sold.

Agency perpetuation plans continue to be an area of focus, with nearly nine in ten having at least some type
of plan. The most common plans center around children/family members or other agency principals.

» The aging of the agency population is fairly stable. The average age of principals with 20% or more
ownership is 54. In 2022, 17% were 66 or older, as it was in 2020.

*» Oneinthree anticipate some type of ownership change in the next five years, but only a few expect a
change in the next year.

» Agencies of all sizes also struggle with finding and screening job candidates with strong potential.

» Lack of talent available to succeed is the top obstacle to future agency ownership followed by
uncertainty of agency net worth.

Agencies are also concerned about the impact of emerging purchase channels. One-third believe personal
lines purchased directly through insurance companies and personal lines purchased through non-insurance
websites will significantly impact their agency; one in four are concerned about small commercial direct
purchase (through the carrier or through emerging online providers).
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Information Sources

>

Six in ten agencies believe business intelligence is extremely important. Nearly three in four
agencies are looking for industry-related news and more than half are looking for carrier-specific
product news.

Three in four agencies feel carrier-provided information via email/newsletters is the most
important way to derive business intelligence. Informal conversations with carriers and peers are
also important.

Independent Agent is the most common information source. IA's News & Views is the most
commonly read e-newsletter.

TrustedChoice.com is top IIABA program in both awareness and usage. Young Agents, Best
Practices Program, and Virtual University programs follow. E-mail is by far the most preferred
channel for IIABA information; few prefer social media.
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The estimated total number of independent agencies stands at 40,000. This is an
increase from 2020.

» These estimates are rounded to the nearest 500 to avoid giving the impression of more precision than
they actually have. (For details on how these estimates were made, see Appendix B.)

» Theincrease in agencies is likely due to many agents striking out on their own or breaking free from
captive agencies during the pandemic.

Total Number of Independent Agencies, 1996-2022

44,000 42,000

I I io 39 | 37 500 37 500 37 500 38 ] 38 1 38 “ 36'500 36,000 40'000
1996 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022
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In 2022, 38% of all independent agencies and brokerages are Small, and 24% are
Medium-Small.

> Note that in 2018, a new resource was used to estimate the universe size (the MarketStance database,
widely considered more insurance industry-focused and reliable than the data available from D&B).

Agency Distribution by Revenue Size - 2022

Large $2.5-...

Medium-Large $1.25M -

Jumbo $10M+, $2.49M, 7.2%

‘ 1.8%

QA9: Thinking about all of
your agency or

; brokerage firm’s offices/
Higell S locations, in 2021, what
<$100K: 31.0%% - $1.249M, were your agency's total
$100-$149,999: 6.7% 22.0% revenues from
Small <$150K, insurance business and

investment products
commissions,
contingencies and fees?

Total Answering Weighted
n=1452.

37.6%

25
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For all groups except Large and Jumbo, the majority of agencies continue to have only
one location.

> Relatively few agencies (8%) have locations in more than one state, although 42% of Jumbo agencies have multi-state
presences.

» About two in five (39%) agencies are licensed in only one state (35% in 2020), ranging from 54% of Small agencies to 2%
of Jumbo agencies.

» Of those agencies with multiple locations, the overwhelming majority (77%) of the respondent locations for this survey
were headquarters locations (compared to 78% in 2020) .

» The proportion of agencies with multiple locations is 22%, down from 28% in 2020.

Number of Agency Locations by Agency Size Multi-State
Total 78% 8%
Small 92% ) 5%
Medium-Small 82% 8%
Medium 72% 9%
Medium-Large 63% 12%
Large 45% 12%
Jumbo 25% 42%

B One location  ® Two locations Three or more locations

QA1/A2: How many locations does your agency have in your own state? /...in other states?
Total Answering Weighted n=1710; QA3, Total Answering Weighted n=373; QA2B, Total Answering Weighted n=1670.



One in five agencies (20%) were established in the last five years, significantly higher
than the proportion of new agencies in 2020 (14%). On average, agencies are about 29
years old.

» Smaller agencies continue to be more likely to be new, with an average of 14 years of experience;
eight in ten new agencies are small (83%).

Average Agency Age by Agency Size

Years 2020 Compared to longer-established agencies, newer agencies
(founded 2018 or later) are more likely to:

29 394 » Be Small (83% vs. 25%)
* Be personal lines dominant (74% vs. 58%)

Total

|

‘ Small

=
IS
N
O

>

Newer agencies also tend to make more use of technology,

29 33 and are more likely to:

+ Rate digital marketing as a top 3 marketing effort. (73% vs.
46%)

« Strongly agree insureds are just as likely to accept e-

documents as paper documents (68% vs. 45%)

Measure ROI in use of digital and social media marketing
(34% vs. 17%)

52 58 » Prefer remote contact with carriers (email-17% or phone-19%)
vs. in-person-31%)

Use mobile apps from carriers (52% vs. 37%) , online chat
with clients (25% vs. 14%), and agency 24-hr self-service
portals (27% vs. 13%)

Medium-Small

Medium 49N

w
N

45 56

Medium-Large

Large

Jumbo 52 67

|

Aindicates significant difference 2020 - 2022
QA10: In what year was your agency established?
27 Total Answering Weighted n=1636.



In 2022, about half of independent agencies are in large metro areas.

» The proportions of agencies in small town/rural areas have decreased since 2020, while the
proportion in large metro areas has increased.

Agency Location - Community Type

2020
. e E‘:;:j arese 51% 40%
A
Medium metro areas
7 21%
(250,000-999,999) 21% b
Small metro areas
? 15%
(50,000-249,999) - 15% b
Rural areas/Small \
23%A
towns (<50,000) 13% ()

A indicates significant difference 2020 - 2022
Based on Agency Zip Code, Total Answering Weighted n=1680.
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About half of agencies are located in large metropolitan areas in most categories,
with Small, Medium, and Medium-Large agencies (53%) most likely located in large
metro areas.

Agency Location - Community Type by Agency Size

Small 53%

Medium-Small 18% 48%
Medium 13% 53%
Medium-Large 12%

53%

Large 15% 49%

Jumbo 8%

46%

HHHT

W Rural/Small Town (<50,000) ® Small Metro (50,000-249,999) Medium Metro (250,000-999,999) ® Large Metro (1,000,000+)

29 Based on Agency Zip Code, Weighted n=1680. ‘



As in 2020, nearly all agencies are owned by principals.

» Onein three Jumbo agencies are wholly-owned (35%) or partly-owned (8%) by outside people or
organizations.

Agency Ownership

Legal Organization:

+ 86% of agencies are pass-through entities
(sole proprietorships; partnerships; S

Wholly owned by Corporations, LLCs)

principals, 93%

o =

* 13% are C Corporations

* 1% are multiple corporate structures

89%
A
Partially or wholly
owned by non- 2101%/0,\
employees, 7% i

Parties involved in ownership of agencies in 2022 (% of
agencies):

2% Outside individuals

1% Other insurance agencies or brokers

1% Banks/credit unions/bank holding companies

1% Private equity investment funds

1% Insurance companies

A indicates significant difference 2020 - 2022
QA4/A5: Which of the following best describes your agency as a whole? /Which of the following describes your co-owner

or co-owners?
3 0 Total Answering Weighted n=1702:

QA9C: Which of the following best describes the legal organization of your agency?
Total Answering Weighted n = 1602.



31

Ten percent of agencies have been involved in acquisitions or mergers within the past
two years. Overall acquisition/merger activity is widespread among Medium Large,
Large and Jumbo Agencies.

» Overall, 9% have been involved with acquisitions (5% have acquired another agency’s book and 4% have acquired
another agency’'s book and operations), 2% have merged with another agency.

» Nearly one-third of agencies have plans for merger/acquisition activity in the next two years; 21% plan to acquire
another agency’s book and operation, 15% plan to acquire another agency’s book. 5% anticipate being acquired by

another agency. . N
gency % Involved in Acquisitions and/or Mergers

Done In Past Two Years Currently in Process Planning for Next Two Years
Small 23‘{2 -331;&
Medium-Small r3(y60% 31;}7%
Medium l7?o% _3350/3%)
Medium-Large gé -2.;7%
N
e 30% H%9% ﬂ 48%

A

Jumbo

. 8% 31%
33% 19% 39%

Aindicates significant difference 2020 - 2022

QA6: Which of the following has your agency done, is your agency currently doing, or does your agency plan to do in the next
two years?

Total Answering Weighted n=729-732 (among sole/headquarters locations).
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More that 50% of agencies stated that COVID-19 had no impact on their

merger/acquisition plans. When impacted, agencies noted that plans were put on
hold.

Impact of COVID-19 on Acquisitions and/or Mergers

Merge with Another Agency Acquire Another Agency Acquire Another Book Only

Plans
Accelerated

Plans on Hold

Plans Stopped

56%
52%

59% 59%

No Impact

Aindicates significant difference 2020 - 2022
QAB6A: How has the COVID-19 pandemic impacted these plans?
Total Answering Weighted n=37-146.

W 2022
2020



One in six agencies have converted from an exclusive/captive agency to an
independent agency in the past two years. Two in three of those who converted

worked with an agency franchisor/aggregator.

» Small agencies are most likely to have converted from an exclusive or captive agency to an independent
agency in past 2 years (21%).

Converted/Plan to Convert from Exclusive Worked with Agency
or Captive Agency in Past/Next Two Franchisor/Aggregator to
Years* Establish Independent Agency*
Yes, plan to convert from
Yes, have converted an exclusive or captive
from an exclusive or agency to an independent...

‘ captive agency to an... /

No, have not
converted from
an exclusive or
captive agency

to an
independent
agency in the
past 2 years...

Yes,
63%

QA11AB: Has your agency converted from an exclusive or captive agency to an independent agency (all or part of agency) in the past 2
years or have any plans to do so in the next 2 years?

Total Answering Weighted n=1720
QA11A: In establishing your independent agency, have you worked with an agency franchisor or aggregator (e.g. SIAA, Iroquois, Smart

Choice, etc.) that has direct contracts with carriers, provides centralized service to your customers, and splits commissions with

33 your agency
Total Answering-Those Who Converted Weighted n=264  *new question in 2022



AGENCY REVENUE
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Less than two-thirds of agencies saw revenue increases between 2020 and 2021,
significantly lower than those reporting an increase in 2018 to 2019, but the average
increase has risen, at 27% between 2020-2021. At the same time, one in four (25%)
report decreased revenue.

> Jumbo agencies are significantly more likely to report an increase (87%) than are Small agencies (59%), Medium-Small
agencies (57%), Medium agencies (70%), and Large agencies (68%). For more detail, see Appendix A.

Change in Total Revenue 2018 vs. 2019 Change in Total Revenue 2020 vs. 2021

Decreas
N\

Decreas

e 25%
AVG % =-22%

Stay the

same 14% Increas
e 70%

Increas
Stay the e 62%
same 13% AVG % = 27%"

AVG % =20%
A

A indicates significant difference 2020 - 2022
QA9B/B2: Approximately how much did your agency's insurance revenue change between 2020 and 2021?
Total Answering Weighted n=1703.



About three in five agencies report increases in personal lines revenue and
commercial lines revenue from 2021 to 2022.

» As in past AUS studies, Small agencies that saw increased revenues experienced larger increases than others, in
percentage terms.

» For more detail on revenue changes by agency size categories, see Appendix A.

Change in Personal Lines Revenue Change in Commercial Lines

2020 vs. 2021 Revenue
‘ 2020 vs. 2021

Decreas
Decrease e
25% 269

AvG 9% = 20% R 2018vs. 2019 AVG %°5%09%

2018 vs. 2019
60%

Increase 67% A Increase Increase 63% ~
AVG % = 25% Stay the same 57% Stay the same
Stay the 17% Stay the AVG % = 21% 18%
same Decrease 16% A

same Decrease 19% A

15%

18%

Aindicates significant difference 2020 - 2022

QA9B/B2: Approximately how much did your agency’s insurance revenue change between 2020 and 2021?
Personal Lines Total Answering Weighted n=1681; Commercial Lines Total Answering Weighted n=1625.
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‘ Medium-Small

Larger agencies continue to be more likely to focus on commercial lines than smaller
agencies. Three in four Small agencies are personal lines dominant, with slightly over
a third of Jumbo agencies commercial lines dominant.

» “Dominant” is defined as 70% or more of revenue from personal or commercial lines (commissions plus bonuses, as
defined in the Reader’s Guide); “Balanced” are all agencies in between those two extremes.

Dominant Source of
2020 Revenue

17% Total

Total
Small 13% Small
12% Medium-Small
Medium 15%" Medium
Medium-Large 23% A Medium-Large

Large 41% x Large

Jumbo 67% Jumbo 35%

B Personal Lines m Balanced Commercial Lines B Personal Lines m Balanced Commercial Lines

A

A

A indicates significant difference 2020 - 2022
QB5A: What percent of your agency’s total 2021 insurance revenue came from each of the following sources?
Total Answering Weighted n=1378.



The large majority of group medical insurance revenue comes from small group
policies.

Sources of Group Medical Insurance
Revenue

Large group

policies (50+ lives)
23%

Small group policies

(<50 I(i)ves) 2020
77% Small group policies 80%
Large group 20%

QB1B: In 2021, what percentage of your agency’s group medical insurance revenue came from ...?
Total Answering Weighted n=101 (sell group medical insurance).
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75% of agencies reporting 5% or more of their revenue coming from medical
insurance commissions, bonuses or fees sell Medicare Advantage products.

Sells Medicare Advantage Products®

No, does not sell

Medicare Advantage
products
28%

Yes, sells Medicare
Advantage products
72%

QB1C: Does your agency sell Medicare Advantage products?
Total Answering Weighted n=107 (Individual medical insurance commissions, bonuses, and fees are 5% or higher).  *New question in
2022
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Nearly all agencies with investment product revenue sell Term Life products while
nine in ten sell Whole Life; about half sell Annuities.

Sell Investment Products
(% Sell)

0% 50% 100%

99%
Term Life
I 98%
89%
Whole Life
87%
48%
Annuities
47% QB1D: Does your agency sell any of the

following?
Total Answering Weighted n=438 (report

2022 m2020 investment product revenue).
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Personal and Commercial Lines commissions account for most agency revenue. Of
- j the minority who earn revenue from individual or group life and investment
-y products, this makes up a very small portion of their business.

» Jumbo agencies are more likely to receive revenue from profit-sharing/contingencies, group products, retirement
plans, and value-added services, but each accounts for less than 7% of their overall revenue.

Property and Casualty

Personal I'_|ne's Base Comm|SS|9n§ 98% 63%
Commercial Lines Base Commissions 0 0
) : . : 87% 25%
Personal I'_|ne.s Proflt—Shar|ng/Contlngent/SuppIementaI 46% 4%
Commercial Lines Profit- 0 0
) : 26% 2%
Sharing/Contingent/Supplemental
Individual
Individual Life, Annuities, Non-Annuity Investments 32% 2%
Individual Medical Insurance Commissions/Bonuses/Fees 14% 2%
Group
Group Medical Insurance Commissions/Bonuses/Fees 13% 1%
Other Employee Benefits Commissions/Bonuses/Fees 8% <1%
Retirement Plan Commissions/Bonuses/Fees 3% <1%
VaIug-Addeq Services (e.g., Risk Management, Claim 1% <1%
Administration)
All Other Insurance Revenue Sources 9% <1%
41 QB5A: What percent of your agency's total 2021 insurance revenue came from each of the following sources?

Total Answering Weighted n=1378.
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62% of agencies do not plan to start selling any new products in 2022; however, 85% plan to
increase their property/casualty personal and 81% plan to increase their commercial lines sales.

Start Selling/Increase Selling Products

% Start Selling % Increase Sales

Individual life, annuities, mutual funds, and other
investment products

Value-added services (e.g. risk management, claim
administration, loss prevention)

Group medical insurance

Individual medical insurance

Other employee benefits (e.g. dental, disability, life)

Retirement plans (401k, 403b, 457)
81%
82%

85%
84%

Property/casualty commercial lines

Property/casualty personal lines

62%
66%

m 2022 m 2020

None of these

Aindicates significant difference 2020 - 2022
QB1E: What lines does your agency plan to start selling or increase in the next year?
Start Selling Total Answering Weighted n=1219; Increase Sales Total Answering Weighted n=1537.
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Although the number of commercial accounts have decreased directionally since
2020, Jumbo agencies report more large and very large accounts than in 2020. @y

“directional,” we are referring to differences that are not large enough to be statistically significant.)

» Readers should keep in mind that these figures are for respondents’ offices, and in most cases except for Small
agencies, the offices are not the whole agencies. Even in most Jumbo agencies, a small percentage of locations
specialize in Very Large accounts.

2022 Average # of Commercial Accounts by Account and Agency Size*

Agency Size
Account Size Defined by | 2022 Medium Medium
Annual Premium Total Small | -Small |Medium -Large Large Jumbo
Small (Under $15K) 197 160 2064
Under $5,000 121 27 88 159 313 309 1117
$5,000-$14,999 76 8 72 77 147 157 946
Medium ($15K-$99K) 26 3 11 26 e 78 350
Large ($100K-$999K) 6 2 1 3 6 18 179
Very Large ($1M plus) 3 <1 0 <1 2 34 58

QB8: In 2021, how many of the following types of accounts did your agency have?
Total Answering Weighted n=1053.

*OUTLIERS REMOVED: TOTAL PERSONAL LINES = <65,000 / <$5K = <40,000 / $5K - $14.9K = <20,000 / $15K - $99.9K = <60,000 /$1 MIL+
=<20,000



Mixes of products sold are the same as 2020, with agencies deriving roughly 80% of
commercial lines revenue from standard products.

» Jumbo Agencies are more likely to generate income from other product categories, including Management and

Professional Lines and Bond & Surety.
» Among agencies with revenue from E&S products, 67% say their agencies have producers who are licensed to write E&S

(ranging from 65% among Small agencies to 91% among Jumbo agencies). The remainder are likely processing their
Excess & Surplus business via wholesalers.

2022 % of Total Commercial Lines
Revenue From Each Product

‘ Category
Smal Med- Med-

20
— Standar ﬁzgdard Lines 82%  83%  79%  76%  75%  69%

Management d Lines

and
Professional gf‘of
Lines 3% 0 Managementand 5o 5o 305 a9 4% 7%
Professional

Bond & Surety

Excess & Surplus 12% 12% 14% 17% 18% 15%

2% 2% 3% 4% 3% 7%

QB7A:In 2021, what percent of your agency's total property/casualty commercial lines insurance revenue came from each of the following
product categories?

Total Answering Weighted n=1328
QB7B: Does your agency have producers who are licensed to write Excess and Surplus (E&S) insurance?
Total Answering Weighted n=927. ‘
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Seven in ten agencies purchase services from one or more third-party contractors,
usually IT functions and/or website development and maintenance.

» Use of outside services to handle client account services tends to grow with agency size, with Jumbo agencies much more likely
than smaller agencies to go outside for these functions.

» Jumbo agencies outsource more than smaller agencies for lists of potential customers (35%) and file maintenance services (29%).

Percent of Agencies Outsourcing Each Function to Third-Party Contractors Anv Outside Services

40% 2022:71%
41% 2020: 70%

Designing/maintaining agency website

Computer/network set-up/programming

‘ Building agency's social media presence

Direct mail to generate prospective customers

45% N

File maintenance services

Lists of potential customers
w2022

= 2020 Budgeting and/or bill paying

Telemarketing to obtain/prequalify customers

A indicates significant difference 2020 - 2022

QG2: In 2021, which if any of the following
services did your agency purchase from
outside parties?

Total Answering Weighted n=591.

Client account services
Strategic planning/consulting
Operations consulting

Other

Agency does not purchase any services from outside parties
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Fewer than 25% frequently sell any type of specialty commercial coverage, with the
exception of equipment breakdown coverage, which is sold by a third of agencies.
Cyber, terrorism, and crop insurance have all shown significant decreases since 2020.

> Predictably, sales of each type of insurance increase as agency size increases.

Frequency of Selling Each Product

Equipment Breakdown Insurance*

Cyber Liability Insurance

‘ Flood Insurance

Terrorism Insurance

30%
16%
41%
Financial coverage 62%

Crop Insurance 86%

5
X

Environmental Liability Insurance 61%

IN
N
: NOR

Product Recall Insurance 81%

Multinational coverage

90%

B Do not sell = On occasion Frequently

A indicates significant difference 2020 - 2022
QB7C: How often do you sell each of the following for your commercial accounts?
Total Answering Weighted n=1533-1623. *New item in 2022
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COVID-19 IMPACT
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About one in four agencies report COVID-19 had an impact on their operations,
revenue, and commercial lines customer base in 2021.

» Small agencies are more likely to report a significant impact on their revenue (34%), their agency operations (33%)
and personal lines customer base (28%).

> Newer agencies are more likely to cite an impact on revenue (43%) and personal lines customer base (35%).

COVID-19 Impact

Agencies' Operations 32% A 39%

Agencies' Revenue

A indicates significant
difference 2020 - 2022

QV1: How significant of an
impact has the COVID-19
pandemic had on each
of the following?

Total Answering Weighted
n=1592-1693.

Personal Lines Customer Base

Commercial Lines Customer Base 33%

2020 2022

B No Impact (1,2 ratings) ® Moderate Impact (3,4,5 ratings) Significant Impact (6,7 ratings)
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About one in four agencies had employees working remotely before COVID-19, with
this increasing to two in three during the height of the pandemic; the percentage of
agencies with remote employees has settled to slightly fewer than half currently.

» Among agencies with remote employees, about one in three employees worked remotely, increasing to about half
during the height of the pandemic. About two in five employees work remotely currently.

» Jumbo agencies are more likely to allow employees to work remotely.

Working Remotely

Prior to COVID-19 At Height of COVID-19 Currently A indi%aﬁ?:rziﬁ?éﬁzcg% _

2022
QV5: What proportion of

yourkedmplpyee%

worked primari
Have Remote remotely or fromm

Employees home (thinkin
45% about those who

work/worked from

home at least three
2020 days a week) in
54%N each of the
following

timeframes

Total Answerin
Weighted n=1641,
1652, 1670.

Have Remote
Employees

0
24% Have Remote

2020 Employees
33%" 67%

36% " 49% 40% A
of employees of employees of employees worked
worked from home, worked from home, from home, on
on average (vs. 20% on average (vs. 49% average (vs. 34%

2020) 2020) 2020) '
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Maintaining employee engagement, working with carriers to handle customer service
requests, and having the IT infrastructure to support work-from-home capabilities are
the top challenges amid COVID.

Challenges Amid COVID-19
% Extremely Challenging (6,7 Ratings)

. . 28%
Keeping employee engagement at high level
22%
. . . . 22%A

Working with carriers to handle customer service requests

. . . 21%

Ensuring we have the proper IT infrastructure for work-from-home capability 21%

0

Our potential cyber liability risks as employees are working remotely
m 2022

N . . - . . m 2020
Adjusting our service model to provide more digital service to clients

Having paper document management procedures due to remote employees

Aindicates significant difference 2020 - 2022
QVe: Thinking about the COVID-19 pandemic, how
challenging have each of the following been for
your agency?
Total Answering Weighted n=734-803 (COVID-19 had
impact on operations).
*New item in 2022

Creating and implementing plans for returning employees to the office*

Ensuring we have the proper social distancing in place at office location(s)




Identifying operating efficiencies is the most important factor to succeed in 2022.
Building an online presence for marketing and implementing/improving online
business tools are also among the most important factors in 2022.

» Building an online presence is more important for Small (57%), while Jumbo agencies cite identifying ways to attract and retain staff (63%).
» Newer agencies are more likely to cite building an online marketing presence as important (56%).

Most Important Activities for Success in 2022
% Selected as Top 3

Identifying operating efficiencies to more effectively service

o)
customers* 51%
‘ Building an online presence for marketing 49%
Implementing/improving online business tools such as e-signature,
etc.

Identifying ways to attract and retain staff*

. o " w2022
Understanding carrier financial stability and rate changes

Assessing and/or re-building our business post-pandemic

QV6A: Which of the following do you feel
will be most important for your
agency to be successful in 2022?

Total Answering Weighted n=1693.

Note: Cannot trend due to the
addition of new items

Implementing/improving home-based technology for remote workers
Evaluating our agency's cyber security

Online peer networking opportunities

Developing talking points about the crisis and coverages for customers . .
ping &P & *New item in 2022

Developing strategies for opening your office(s) safely

5 1 Implementing/improving our disaster recovery plan



Top areas needing support as a result of the pandemic are finding new business
opportunities, providing support with operating efficiencies to provide better
customer service, and offering digital tools for digital servicing.

» Small agencies are more likely to need support with helping agencies find new business opportunities (48%) while Jumbo agencies
are more likely to need more general communications to check in with agencies (33%).

» Those whose agencies have had a merger/acquisition in the past 2 years are more likely to need support with operating
efficiencies to more effectively service customers (47%).

Areas Needing Support Due to Pandemic

% Selected as Top 3
Helping agencies to find new business Providing support and guidance on using 0
o 41% digital . 12%
opportunities igital communication tools
Providi t with ting efficiencies t e _ . _
‘ roviding support with opera mgbZttlglresr:ecrlveiie(’: _ 36% Providing |nfo.a.bout c§rr|er flnangal . 9% QV7: In which of the
| stability/business planning following areas do you
Offering digital tools to help with digital - 32% l Prii? Eg?rir:::;:gazzﬁt
ici o Providing cyber security information and .
Servicing gy Y uidance l 8% of the ongoing COVID-
| & 19 pandemic and
Helping to improve or update agency technology - 28% T current labor shortage ?
Providing thought leadership to the 8% Total Answering Weighted
. . . ] industry ° n=1653.
Handling personal lines client calls/service - 27% | Note: Cannot trend due
requests to the addition of new
i Providing guidance/talking points about I 6% items
More general communications to check in with - 16% the crisis and coverage ° *New item in 2022
agencies -
) o ] ] Using risk control services to identify 0
Handling commercial lines client calls/service - 14% areas of exposures due to COVID 6%
requests |
R Providing best practices on safely 0
Market/economic intelligence F 14% returning to office 4%
52 2022



53

Four in ten agencies believe carriers are meeting the challenges of the pandemic
extremely well; very few feel carriers are doing a poor job.

Carriers Meeting Challenges of COVID-19

M Extremely Poorly (Codes 1,2) B Moderately Well (Codes 3,4,5) m Extremely Well (Codes 6,7)

2022 A

2020 ERA 43%

QV8: In your opinion, how well are carriers meeting the challenges of the pandemic?
Total Answering Weighted n=1649.



Three in four agencies report no impact to staff due to the pandemic.

» Small agencies are more likely to report reduced capacity (18%) while Jumbo agencies are more likely to report
increased capacity (33%).

Impact of COVID-19 on Staff*

Reduced hours of staff members

QV9: Has your agency done any of the
following as a result of the COVID-19
pandemic?

Total Answering Weighted n=1691

Increased capacity (hired more staff) *Changed question options in 2022

77%

None of these

78%

w2022 m2020
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Digital service and digital interaction are the biggest operating changes agencies
made due to COVID-19.

> Jumbo agencies are most likely to offer more remote work opportunities (58%) and Small agencies are most likely to have changed
the products/services offered.

> (NAreS\(/)}?r agencies are more likely to have provided more digital service to clients (54%) and to have interacted digitally with carriers
0).

Biggest Operating Changes to Agencies Due to COVID-19*

Provided more digital service to clients
‘ Interacted more digitally with carriers

Offered more remote work opportunities QV10: What are the biggest operating

model changes your agency made
as a result of the pandemic and its

Utilized more carrier service support (e.g., service centers) ¢
impact on the marketplace?

Changed the products/services we offer (e.g., shifted toward

. i . Total Answering Weighted n=1720.
personal lines, commercial lines, life and health)

Hired more remote staff (e.g., staff not in your immediate area) *New question in 2022

Outsourced to third-party companies

None of these
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Four in ten agencies prefer a return to in-person visits with their carrier reps in the
next year, and one in four prefer a mix of online and in-person.

» Small agencies are less likely to prefer face-to-face (30%) and more likely to prefer email (17%) or telephone (19%).

Preferred Method of Contact with Carrier Reps*

Mix of in-
person and
online, 28%

Email, 12%

Telephone,
11%

Video calls, 8%
In-
person/return

to face-to-face
visits, 40%

V14: Looking ahead to the next year, what is your most preferred method of contact with carrier reps?
Total Answering Weighted n=1712 *New question in 2022



MARKETING



Total marketing budget decreased directionally from 2020 to 2022. Nearly all (92%)

had some marketing budget in 2021. (By “directional,” we are referring to differences that are not large
enough to be statistically significant.)

» Carriers provide at least some marketing budget support for 31% of agencies, but 81% of Small agencies received no
support.

» Those with a marketing budget say their agency’s marketing budgets represent an average of 25% of total 2021
expenditures (significantly higher than 18% in 2019), ranging from 39% of Small agency expenditures to 11% of Large
agency expenditures.

Average Marketing Budget by Agency Size* % of Budget A indicates significant
(in thousands) 2020 from Ca rrier Programs difference 2020 - 2022

QI1: What was your agency's
‘ Total i $14.9 $15.5

entire marketing
Small |} $5.5 $4.3

budget for 20217
Total Answering
Weighted n=365
QI2: What percentage of
your 2021 marketing
budget came from
carriers through
2020 programs with your
56% agency? Hasa
marketing budget
Weighted n=311;
QITA: What percent of your
agency’s total 2021
expenditures did that
g N marketing budget
Medium-Large I . . represent? Has a
8 $14 8 $24 2 mW0% MW1%-25% M 26% or more mgrketing budget

1 Weighted n=282.

— 70 * Jumbo agencies not shown

Large $65.9 $50.3 Mean = 7% due to low base size
2020
11%

Medium-Small I $11.1 $8.3 2020

Medium I $11.6 $18.8"
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About two-thirds cite social media activities and half cite agency website
maintenance among their top three marketing activities, followed by portal
technology and search engine optimization.

> Nearly all (91%) engage in at least one marketing activity.

» Small agencies tend to place more importance on social media marketing, and Large agencies are highly focused on
portal tech. Newer agencies are more likely to engage in at least one marketing activity.

Selected as One of Top Three Marketing Activities

Social media/digital marketing W 52% w2022
m 2020

Creating and maintaining agency website

‘ Creating and maintaining portal on agency website
Search engine optimization

e-marketing activities

Agency sponsored events for clients

Direct mail
QI3B: Please select below
what you consider to be the
top three most important
marketing activities for your

Development of digital content

Client industry associations

Print advertising agency.
o Total Answering Weighted
Outdoor advertising n=671.

Broadcast advertising
Carrier-hosted events for clients

Yellow pages advertising

59 Aindicates significant difference 2020 - 2022
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Roughly 40% of agencies receives support from carriers for social media marketing.

» Although considered among the most important activities, agencies receive less support for creating/maintaining
websites, search engine optimization and portal tech, perhaps because these require customization for each agency.

» About two in three (68%) say they receive some support from carriers.

Carrier Support for Marketing Activities in Order of Importance
Among Agencies Who Engage in Each Activity

Social media/digital marketing 42%
Considered one of . . .
TEree o Creating/maintaining agency website
acti\'/?t}zggjgto%r Creating/maintaining portal technology on website
of agencies

Search engine optimazation

e-marketing activities

Considered one of Agency sponsored events for clients

three most Broadcast advertising QI3B2: Indicate below
Important 0 i . which, if any, of these
activities by 10% Direct mail activities were

. .
to 29% of agencies supported by carriers

in 2021
Total Answering
Weighted n=551.

Development of digital content

Client industry associations
Considered one of

three most Print advertising
important .
activities by fewer Outdoor advertising
than 10% of . . w2022
> Carrier-hosted events for clients
agencies 2020

Yellow pages advertising
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Social media continues to serve as a tool for attracting new prospects and building

agencies’ brands.

» Keeping in touch with clients in disaster situations has decreased since 2020.

Ways in Which Agency Uses Social Media
(Among Those That Include Social Media in Marketing Program)

86%

Attract new prospects 34%

|

84%

Build agency's brand 89%

|

64%

Provide clients with timely insurance information 67%
(1)

I

Establish agency's expertise in specific industry
segments

58%
56%

Keep in touch with clients in disaster situations 7% 58% A

I

42%

Follow carriers for product information
41%

|

35%

Follow carriers for corporate news 32%
(1)

)

2% m 2022

Other .
3% m 2020

“——

% Selecting Among
Top Three Reasons

Agency Uses Social
Media

71%
70%

72%
78%

34%
38%

35%
31%

21%A
31%

17%N
10%

10%

6%

1%
3%

Aindicates
significant
difference
2020 - 2022

QI3F: Please
select all of
the ways in
which your
agency uses
digital/social
media
channels /
Please select
the top
THREE
reasons your
agency uses
digital/social
media
channels.

Total Answering
Weighted
n=475, 448.



Facebook is the primary social media channel used, followed by LinkedIn. The
proportion of agencies using Linkedin and Instagram “always/often/sometimes”
directionally increased from 2020 to 2022. (By (By “directional,” we are referring to differences that are not
large enough to be statistically significant.)

social media*

62 @

» Jumbo agencies are more likely to use LinkedIn (81%), Instagram (50%), and Twitter (38%) (“sometimes + always/often”). A indicates
significant
_ . 0 + difference
2022 Social Media Channels Used o Asl\évranv;t/i?nf::n 2020 - 2022
(Among Those That Include Social Media in Marketing Program) — QI3FB: How often
does your
Hm Never/Do Not Use m Rarely = Sometimes M Often/Always 2022 2020 agency use
each of the
following
media
] channels to
touch with
- customers
and/or
i Total Answering
Weighted
0, 0,
B % e
i in 2022
e e I -
24% n/a
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Annual reviews and regular telephone calls are the primary means of keeping in
touch with both personal and commercial Lines customers.

» Small agencies are more likely to use text messages for both personal and commercial lines.

Use to Keep in Touch with Customers*

Personal Lines Commercial Lines
m 2022

Annual reviews 69% Annual reviews 68%

Regular telephone communications Regular telephone communications

Sending periodic personalized e-mails Sending periodic personalized e-mails

Sending regular e-communications Sending regular e-communications

Text messaging/SMS Text messaging/SMS
Personal visits Personal visits
Sending regular print communications Sending regular print communications

. . — . Business or Civic Association meetings
Business or Civic Association meetings g

Agency sponsored events Agency sponsored events

QI5: Which of the
following does your
agency use to keep
in touch with
customers and
prospects?

Total Answering
Weighted n=653,
621.

*New question in
2022
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Referrals are key in both personal and commercial lines prospecting.

» Small agencies are more likely to use text messages and regular phone calls for both personal and
commercial lines.

Use to Keep in Touch with Prospects*

Personal Lines Commercial Lines

W 2022

Referrals
Text messaging/SMS

Regular telephone communications

60%

Referrals
Text messaging/SMS

Regular telephone communications

55%

QI5: Which of the
following does your
agency use to keep

Sending periodic personalized e-mails Sending periodic personalized e-mails in touch with
customers and
Sending regular e-communications Sending regular e-communications prospects?

Cold-calling

Lead generation programs

Personal visits

Business or Civic Association meetings
Sending regular print communications

Agency sponsored events

Cold-calling

Lead generation programs

Personal visits

Business or Civic Association meetings
Sending regular print communications

Agency sponsored events

Total Answering
Weighted n=618,
588.

*New question in
2022



o MARKET ACCESS
PROVIDERS



About half of agencies use MGAs and wholesale brokers for commercial lines, though
both have significantly decreased since 2020.

» Smaller agencies are less likely to use wholesale brokers, while Large agencies are the heaviest users of wholesale
brokers for both personal and commercial lines.

Market Access Providers Used

2020 2022
o A 0
Wholesale Brokers 65% Wholesale Brokers 53%
‘ Managing General 60% N Managing General 50%
Agents/Program Administrator Agents/Program Administrator
Agency network/Agency Agency network/Agency
aggregators aggregators
Internet market access Internet market access o
. ) 16%
providers/ providers/
; 14% : 15%
Online aggregator Online aggregator
[") . . 9 . .
Agency cluster/Producer group 13% ® Commercial Lines Agency cluster/Producer group 13% B Commercial Lines

12% " 18%

B Personal Lines B Personal Lines

Some other type Some other type

A indicates significant difference 2020 - 2022
QC1: In Column A, indicate whether your agency places personal lines insurance through each type of market access provider. In
Column B, indicate whether your agency places commercial lines insurance through each market access provider.
66 Total Answering Weighted n=180-673.



More than a third of personal and commercial lines income is placed through market
access providers (among those who use them).

> Small agencies are most likely to place a larger proportion of business through market access providers for personal and
commercial lines.

% of Personal Lines Income % of Commercial Lines Income A U % of
Derived Through Market Access Providers Derived Through Market Access Providers Incorr:(:r;%mze;s"w“a"fkae: :’c‘c’ess
(Among Agencies that Use Market Access Providers)(Among Agencies that Use Market Access Providers) Profiders*
57% 47%
‘ 19%-24% | cs%’ 1%-24% R >
6% 15%
25%-49% | o 25%-49% g 9% &
7% 11% Perso 39 50 36 29 20 24
50%-74% | 6% 50%-74% N 11% nal % % % % % %
Lines A
o OO0 13% o 000 14%
75%-99% | oy, 75%-99% QNN 19% 2022 Com 41 51 44 27 32 39
0 17% m 2020 o 14% al
100% ) 1o, 100% ' oo Lines

A indicates significant difference 2020 - 2022

QC1D: Thinking about all the types of Personal lines market access providers your agency uses (as reported in the prior question), about what percentage of your
total personal lines income is derived from business placed through these market access providers? PL Total Answering Weighted n=402;

QC1E: Thinking about all the types of Commercial lines market access providers your agency uses (as reported in the prior question), about what percentage of
your total commercial lines income is derived from business placed through these market access providers? CL Total Answering Weighted n=455.
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® AGENCY-CARRIER
RELATIONSHIPS
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Agencies have appointments/contracts with an average of 10 standard personal
lines carriers and six standard commercial lines carriers.

» For all lines, the number of appointments/contracts increases with the size of the agency.

Average Number of Carrier Direct Appointment or Contracts

Commerci Life | Health | Employe
Across All Lines al lines e

Benefits

16.4

Small 8.9 4.0 09 1.8 1.1 0.4

Medium
Small 9.1 4.8 12 21 0.9 0.4
Medium " 2022 10.4 6.7 17 2.7 1.7 0.8

m 2020

Medium
Large 9.8 9.0 2.2 3.0 1.5 0.8
Large 12.6 10.5 26 32 16 12
lumbo 50.5 16.4 16.7 47 59 2.9 5.7

Aindicates significant difference 2020 - 2022
QD1: In total across all lines, how many carriers/providers does your agency currently have a direct appointment with? Total Answering Weighted
n=1386

QD2: For each category below, how many carriers/providers does your agency currently have a direct appointment with? Total Answering Weighted
n=1306



Over eight out of ten agencies work with Excess and Surplus carriers, most often
through MGAs.

» Almost 90% of Jumbo agencies work with Excess and Surplus carriers, and among all sized agencies, are more likely to
work with them directly.

» One in five Small agencies does not work with E&S carriers.

Working with Excess and Surplus Carriers

2020 2022
‘ GOl 10% 21%  11% G 14% 21% N
Small  BEEZ 20% 22% Sucllg 15% 18% 23%
Medium-Small &% 14% 12% Medium-Small  EEePZ 19% 13%
Medium b 15% 4% Medium  SPR) 19% 8%
Medium-Large [L0LA 25% 2% Medium-Large [EEA 299, Yl QD3: Do you work with

any Excess and
Surplus (E&S)
EIFCN 13% 31% 2% U 12% 32% 5% carriers?
Total Answering

Jumbo [P 46% 6% Jumbo 23% 37% 12% Weighted n=1522.

M Yes, Directly ® Yes, Through MGA M Yes, Directly and Through MGA ® No M Yes, Directly ®Yes, Through MGA B Yes, Directly and Through MGA ® No

70 A indicates significant difference 2020 - 2022



Agencies retain almost 90% of their business from year to year, while about 30%
remarket their business.

» While retention and renewal rates differ little among agency size categories, Large and Jumbo agencies are more
likely to remarket commercial lines business.

% of Existing Book Retained Each Year

2022

(In Terms of Premium)

Com.merual Small | Med- | Med | Med- | Large | Jumbo
Lines Small Large
o)
‘ % retained/renewed 84%

85% 83%  83%  86%  88%  87%  80%
28%
0, *
% remarketed 2022 26%  27%  29%  29%  43%  49%
2020
Personal Lines
(o)
% retained/renewed gg;’ 87% 88% 87% 88% 85% 83%
(o]
% remarketed* 31% 31% 30% 31% 32% 43%
m 2022
2020
QI12B: On average, what percent of your agency's existing book is retained/renewed each year?

Total Answering Weighted n=498,526
71 QI12C: On average, what percent of your agency's book is re-marketed each year?
Total Answering Weighted n=466, 446 *new question in 2022



% of PL
agencies

placing carrier
among top 3:

72

Five carriers have personal lines relationships with more than one-third of agencies
writing personal lines: Progressive, Foremost, the various Liberty Mutual Insurance
(LMI) carriers, Travelers and Bristol West, consistent with 2020.

> LMI carriers (65% vs. 53%), Travelers (54% vs. 46%), Bristol West (54% vs. 38%), National General/GMAC (39% vs. 15%),
State Auto (26% vs. 21%), Unitrin/Kemper (27% vs. 14%), Allstate (26% vs. 15%), and Farmers (13% vs. 4%) have seen
significant increases in agency relationships since 2020, while relationships decreased for Progressive (84% vs. 90%) and

Auto Owners (11% vs. 21%).
» While Bristol West is heavily represented, it is much less likely to be ranked as a top 3 carrier.

2022 Personal Lines Carriers Represented
(mentioned at least 10%)

60% 21% 48% 37% 8% 9% 13% 5% 8% 6% 3% 3% 2% 5% 9%
84%

75%

27% 26% 26% 21%

(o)
18% 16% 13% 11%

& & N & & @ ) eb & e <& & & & & &
& & & ¢ W N N\ & w o &E & &S &
o%gz Qo‘e N <2 <9 Q,\(D ) 6@\ \‘& & v ‘?‘Ib& & © Q’Z’( O
QC S Q)& @(& (\\g\ . {c-\\o B & & V&O
& ° N
'b\\(\ %lb
X
<
&
o
> . . .
,.000'2’ QD8: Which carriers do you represent for personal lines?
L Total Answering Weighted n=1046.

QDO9A: From the list below, please rank the top three carriers your agency does business
with in terms of premiums written
Total Answering Weighted n=989.

Bristol West is
owned by
Farmers

*LMI (net)
includes Safeco
Insurance



Progressive, Travelers, The Hartford, and Liberty Mutual each have small commercial
lines relationships with more than a third of independent agencies.

» Auto Owners has shown significant decreases in agency relationships since 2020 (14% vs. 26%).
» Jumbo agencies are more likely to cite Auto Owners as a top carrier.

2022 Small Commercial Lines Carriers Represented
(mentioned at least 10%)

47% 28% 22% 25% 16% 7% 9% 4% 8% 5% 3% 12%
‘ 68%
46%
% of small 41% 41%
ines agencis 32%
0,

who place 24% 21% 20% 20% 19% 18%
E:s;n;r among l . . . 14Aa

g & & & N 3° & &

S & & &/ S C \s Q}Q &8 Co\’ A §
Q/\ > 2 \\ .0 x@ O & 9)
& < 5 N & o® N ¥ 0
Qﬂooo v§\®
*LMI net includes Liberty Mutual Insurance and Safeco Insurance

QD12: Which carriers do you represent for small commercial lines?

73 Total Answering Weighted n=500.
QD13A: From the list below, please rank the top three carriers your agency does business with in terms of premiums written

Total Answering Weighted n=444.



For medium commercial lines, Progressive is affiliated with about two-thirds of agencies and
Travelers with about one-half. More than 40% of agencies represent both LMI and The
Hartford.

> At least three of four Large and Jumbo agencies represent Travelers (77% and 76%, respectively) for medium commercial
lines. Small and Medium-Small agencies name Progressive more often (70% and 71%, respectively).

2022 Medium Commercial Lines Carriers Represented
(mentioned by at least 10%)

38% 33% 29% 21% 18% 5% 6% 8% 5% 9% 15% 3% 5%
®

% of medium

52%

commercial
lines agencies
who place 0
carrier among 24% 23% 22% 19%
top 3: 0 16%
I I l = =
& © ~Q\° Q & &
N & S ) Q O 2
B & & @ o P &°
8 v XD ° RS
S ) N
@ *
fo
Q®
*LMI net includes Liberty Mutual Insurance and Safeco Insurance
QD16: Which carriers do you represent for medium commercial lines?
74 TotaIAnswerm%'Waghte n=41
QD17A: From the list below, pIease rank the top three carriers your agency does business with in terms of premiums written.

Total Answering Weighted n=386.
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Travelers, Liberty Mutual, Progressive, and The Hartford are top carriers for large
commercial lines.
» Predictably, Jumbo agencies represent more carriers than smaller agencies for large commercial coverages. They are also

more likely to represent Travelers, The Hartford, Chubb, CNA, State Auto, and LMI as carriers. Small agencies are more
likely to cite Progressive as a carrier.

» Progressive has seen an increase (50% vs. 38%) in agency relationships since 2020.

2022 Large Commercial Lines Carriers Represented
(mentioned by at least 10%)

‘ 42% 31% 28% 25% 15% 8% 8% 9% 4% 7% 5% 4% 5% 6% 6%

0,
55% 519% 0%

% of large 42%

commercial

lines agencies 28%  27% 759 249%

who place ?

carrier amon 9 9 9

top.g: g I I I I 14%  14%  14%  13% 119 109 10%
A\

< >

®

% Ny L
© &

Q Q/ Q&
Q,\ o O O Q x§ .
N S X .\\’b s ‘o\_'b (J\Q

?SJ

*LMI (net) includes Liberty Mutual Insurance and Ohio Casualty

QD20: Which carriers dogou represent for large commercial lines?
Total Answerm%Welghte n=236.
QD21A: From the list below, please rank the top three carriers your agency does business with in terms of premiums written.
Total Answering Weighted n=210.



® CUSTOMER SERVICE
CENTERS
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Almost a third of agencies use service centers, with Medium-sized agencies using
them least often.

» The highest users of customer services centers, Jumbo agencies, are most likely to use the centers for both personal and
commercial lines services.

» About one in three Small agencies and over half of Jumbo agencies use carrier customer service centers.

Percentage of Agencies Using Carriers’' Customer Service Centers*

2020:

IS 12% % % Use PL seqvices 8%

Use CL services: 3%

Use both PL and CL services:
small e A

None: 79% A

Medium-Small

Medium

A [ NSy sentficant diference 2020+
2022
QE1: Do you have contracts with one or

customer service centers provide

Medium-Large

10% 8%

non-claims service to your
Large _ accounts and are responsible for
any errors and omissions, in return
Jumbo 9% 13% _ for a reduction in the commission

they pay you
Total Answering Weighted n=625.

W Use PL services W Use CL services Use both PL and CL services B None

* Percentage of agencies who “have contracts with one or more carriers in which their customer service centers provide non-claims service to
accounts and are responsible for any errors and omissions, in return for a reduction in the commission they pay you.”



CSCs provide service for 34% of personal lines business and 23% of commercial lines
business, both directionally lower than in 2020. (By “directional,” we are referring to differences that are not large

enough to be statistically significant.)

Customer Service Center Usage

2022 Proportion of Personal Lines Book 2022 Proportion of Commercial Lines Book

Personal Lines 2020 Commercial Line 27%
34% 42% 23%

QE1TA: Carrier customer service centers provide routine customer service for what proportion of your agency’s book of business?
PL: Total Answering Weighted n=144; CL: Total Answering Weighted: n=91 (have contracts with CSC).
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80% prefer customer service goes through their agency via phone or other non-online methods,
significantly down from 2020. Service through carrier customer service centers is up from 2020.

Customer Service Preference

Service through my
agency (phone or
other method)

‘ Online customer

self-service
through the carrier

83%
88%"

Online customer
self-service
through my agency

Service through
carrier customer
service centers

149%"
m 2022
2020

QE1B: In general, how do you prefer that routine customer service is provided to your accounts?
Total Answering Weighted n=725.
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Customer Service Centers

Agencies are most comfortable allowing customers to use self-service to get policy
documents/ID cards, for billing inquiries, and filing claims. One in five or fewer would

be comfortable with customers obtaining policy quotes, making policy changes, and
purchasing policies via self-serve.

Comfort Allowing Self-Service Activities
6/7 on 7-point scale, 7=very comfortable

77%

Get policy documents or ID cards
policy 72%

Billing inquiries™®

Ability to file claims*

Obtain quotes for policies

Make policy changes themselves

Purchase policies

m 2022
m 2020

QE1C: How comfortable would you be in allowing customers to do each of the following via your agency's customer self-serve
digital  platforms (website, app, etc.)?
Total Answering Weighted n=728-735. *new item in
2022



Customer Service Centers

The majority of agencies prefer that customers get routine customer service from
the agency rather than carriers.

Preference for the Way Customers Get Routine Customer Service*

Personal Lines Commercial Lines

Total 57% 16% 8% 57% 15% 8%

‘ Medium Small _ 60% 13% 5% 60% 11% 7%

m Strongly prefer agency provides  mSomewhat prefer agency No preference B Somewhat prefer carriers ~ m Strongly prefer carriers provide ~ m Prefer agency provide but would consider having carriers provide

QE12: In general, how would you prefer your customers get routine customer service (e.g., answers to billing or coverage questions,
providing ID cards, address changes, etc.)?
8 1 Total Answering Weighted n=732, 692. *New question for 2022.



AGENCY STAFF
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The average size of agency staffs (6.1) is significantly lower than in 2020 (8.4).

> Nearly all agencies have at least one agency principal, so distribution for that position is not charted (2022 mean = 1.5;
2020 mean = 1.6). The average number of agency principals varies from 1.1 for Small agencies to 1.8 for Large and 3.6

for Jumbo agencies.
» On average, agencies report a total of 6.1 staff members across all positions (median = 4.0), ranging from 2.3 staff
members for Small agencies to 39 staff members for Jumbo agencies.*

Agencies With at Least One Staff Member (Full Time or Part Time) in Each Position by Agency Size

96% 94% 100%

88%

Non-principal agency managers Non-principal producers CSRs Other
B Total mSmall Medium-Small B Medium ® Medium-Large ®Llarge ™ Jumbo
2022 =0.6; 2020 = 2022 =1.6; 2020 = 2022 =1.9; 2020 = 2022 =0.5; 2020 =
0.6 2.1 3.2 0.9

* Base for total mean and median calculation is respondents providing an answer for number of employees for all positions (Weighted n=675)

Boxed number shows average number in each position among all agencies.
QF1: How many total employees (including full time and part time) does your agency have in each type of position?

Total Answering Weighted n=687-708.



One in four agencies say their employee count has increased in the past two years -
Medium to Jumbo agencies are more likely to say they have added employees.

» The percentage of change in agencies employees has remained stable in 2022.

Change in Agency’s Total Number of Employees

B Decreased m Stayed Same I Increased

Total 24%

Small 14%

Medium-Small 18%

®
84 QF1B: Over the past two years, has your agency’s total number of employees:

Total Answering Weighted n=752.



Agency staffing breakouts by gender and ethnicity are generally comparable to 2020;
however, the percentage of agencies with a least one male as principal/senior
manager has declined while the percentage of agencies with a least one female as

principal/senior manager has increased slightly.

» Most (86%-100%) agencies in the Medium size category or larger have at least one male principal/senior manager,
significantly more than the proportion of Small and Medium-Small agencies with male principals or senior managers

(53% and 72%).

% of Agencies With Each Employee Type by Gender and Ethnicity

‘ Gender
62% 26% 29%

Men 68% 40%
Women 47% 74% 66% 88% 81%
Ethnicity

Caucasian/Non-Hispanic White 83% 84% 84% 79% 72%
Latino/Hispanic 10% 11% 19% 17% 14%
African-American/Black 5% 4% 11% 11% 4%
Q?riir;ilcr;iian/Other South Asian 4% 3% 4% 506 50
East Asian-American/Pacific-Islander <1% 1% 2% 3% 2%
Native American or Alaska Native <1% 0% 1% <1% 0%

QF2: How many women and men work in each type of position at your agency?
QF3: What ethnic groups are represented in your staff?
8 5 Total Answering Weighted n= 693,242,388,445,158



The majority of principals, agency managers, and producers work in both personal
and commercial lines, although this is most often the case among smaller agencies.

» Broadly speaking, Small, Medium-Small, and Medium agencies are much more likely to have principals and producers
who are working in both personal and commercial, while larger agencies tend to have more specialized roles limited to
personal or commercial lines.

» More Agency Principal/Senior Managers are selling both personal and commercial lines compared to 2020 (81% vs.
76%).

% of Each Employee Type Who Works in Each Line

Non-
Agency Principal Non-
Principals/ Agency Principal
Senior Mgrs Managers Producers
Personal Lines Only 6% 9% 25% 35%
Commercial Lines Only 7% 7% 9% 26%
Both Personal and Commercial Lines 81% 74% 64% 37%

Management Only/Does Not Work in Personal or

e 6% 9% 1% 2%
Commercial Lines

QF4: How many of each type of employee below work in personal lines only, commercial lines only, or both personal and
commercial lines?
Total Answering Weighted n= 802, 297, 856, 1002.
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About one in five agencies use independent contractors and one in ten use third
party services. Most independent contractors are producers.

» Medium-Large to Jumbo companies are most likely to use third-party services (20%-26%).

Use of Independent Contractors
(% Use)

19% ‘ « Producers who are independent
contractors (80%)
20%

« Administrative/support staff who are
independent contractors (19%)

Individual independent contractors

Third-party services

Outsourcing services*

71% m 2022

None of these
69% = 2020

Aindicates significant difference 2020 - 2022
QF15: Does your agency use any of the following types of independent contractors to conduct any of your business?
Total Answering Weighted n=693
F15a: Does your agency have any of the following?
87 Total Answering Weighted (use independent contractors) n=129 *new item in 2022



TECHNOLOGY
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Marketing the agency effectively on the Internet and dealing with multiple carrier
interfaces are the top technological challenges.

» Small to Medium agencies feel particularly challenged to market their agency on the Internet; Larger agencies are most
likely to be challenged in staff adoption of new workflows/technologies.

Top Technology Challenges - % Ranked 1, 2 or 3

(Only items with more than 10% Top 3 ratings are shown)

43% =

Marketing your agency effectively on the internet 41%
(o]

|

41%

Dealing with multiple carrier interfaces 38%

—_— —
~|
R R

32%

Keeping up with pace of tech changes 28%

S
o))

28%

Overall cost of technology 26%
0

Ec:
e

8%
Effectively using agency system data to make strategic decisions ‘%ZS‘V o o
0 6% A indicates significant
Manas s and g 18% 0 difference 2020 - 2022
anaging agency [Us and passwords 14% QL1: From the list below,
6% please rank the top THREE
Convincing agency staff to adopt new workflows and technology -17%20% challenges in managing
6% your agency's
Ease of use of new real-time functionality m}\m% technology/business
(] .
6% process funct.lon _
Providing online servicing options for customers -161%? Total Answering Weighted
° 4% n=646.
Ensuring the confidentiality of the data transmitted - 112;4’
(o]
20
.. . . . 14% 3%)
Providing online quoting options for customers 159%
(o]
o
. - o — 13% W 2022 %
Realizing sufficient efficiencies to justify the costs of the tech 17%
° m 2020 5%



Two in three agencies use comparative raters; although usage is fragmented,
mentions of EZLynx and PL Rating are most common.

> Larger agencies are more likely to use comparative raters in general, and to mention PL Rating specifically.

Comparative Raters Used Most Often For Personal Lines
(mentioned by at least 2%)

‘ = 2022 2020
40%

33%

28%

13% 15%

A indicates significant difference 2020 - 2022
QL7C: Which Comparative Rater, if any, does your agency use most often for personal lines?
90 Total Answering Weighted n=671.
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Seven in ten agencies do not use a comparative rater for commercial lines and have

no plans to do so; fewer than one in ten currently use a comparative rater for
commercial lines.

» Jumbo agencies are most likely to use a comparative rater for commercial lines.

% Use of Comparative Rater for Commercial Lines*

Yes 7%

No, but planning to do so 23%

No and no plans to do so 70%
m 2022
QL7D: Does your agency use a commercial lines comparative rater?
Total Answering Weighted n=666. *New question in 2022
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Three in four agencies use agency management systems for both personal lines and
commercial lines.

» Almost all Medium, Large, and Jumbo agencies use an AMS.

% Use of Agency Management Systems

Yes, for personal lines

Yes, for commercial lines

Yes for both A
80%
None of these W 2022
72020

A indicates significant difference 2020 - 2022
QL8B: Does your agency use an agency management system?
Total Answering Weighted n=702.



Agencies place a great deal of value on key personal lines agency management
system functions, especially customer view/search.

Value of Transactions/Functions Through Agency Management System: Personal

Lines
mon encies that use an Agency Management System .
(A g Ag th.t Agency Manag t System) v et e
6/7 on 7-point scale, 7=extremely valuable do RO
9 0,
Customer view/search 85% 3%
85% 4%
76%
eDocs & Messages A ° 8%
68% 7%
- - . 67%
Inquiries about billing, claims, etc. 67‘; 12% QL10: Please think about each
° 9% of the following
transactions/functions
. . 67% 0 your agency does
Bridge Personal Lines quotes 62% 12?7/0/\ through an Agency
’ Management System for
o personal lines accounts.
63% 16% your agency?
Total Answering Weighted
' ' 66% n=358-485.
Real-time quotes for auto insurance 14%
57% " )
24%N
. . 62%
Real-time quotes for homeowners insurance 15%
60% W 2022 24;/\
(+]

m 2020

93

A indicates significant difference 2020 - 2022 *Removed from question base for data shown in graph.



The value of sales and marketing info and digital distribution has increased in 2022
but are still viewed as least valuable.

A indicates significant difference 2020 - 2022 *Removed from question base for data shown in graph.

Value of Transactions/Functions Through Agency Management System: Personal Lines

Continued
(Among Agencies that use an Agency Management System)
6/7 on 7-point scale, 7=extremely valuable % saying they
do not use*
0,
Payments 60% 16%
‘ 58% 22%
[s)
Policy issue >8% 17%
55% 22%
QL10: Please think about

. . 18% each of the following
Claims reporting S%? transactions/functio

ns your agency does
through an Agency
17% Management
System for personal
lines accounts. How
valuable are they to

Business intelligence

Carrier loss runs 23% your agency?
26% Total Answering Weighted
n=358-485.
Availability of sales and marketing information 17%
17%
94 Digital distribution/selling W 2022 21%
m 2020

23%
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As with personal lines, customer view/search continues to be most valuable in 2022
for commercial lines.

A indicates significant difference 2020 - 2022 *Removed from question base for data shown in graph.

Value of Transactions/Functions Through Agency Management System:

Commercial Lines
(Among Agencies that use an Agency Management System)

6/7 on 7-point scale, 7=extremely valuable % saying they
do not use*
C . h 83% 7%
ustomer view/searc 86% 4%
14%
eDocs & Messages 10% QL12: Please think about
each of the following
transactions/functions
0
2022 Inquiries about billing, claims, etc. 1132 gﬁﬁoruag%]egsyAc;zenséy
Management System
12020 for commercial lines
Endorsements 21% accounts. How valuable
19% are they to your
agency?
Total Answering Weighted
Payments 22% n=271-390.
24%
Rate quote requests 26%
29%




For Commercial Lines, availability of sales/marketing info and digital distribution are
least likely to be used.

Aindicates significant difference 2020 - 2022 *Removed from question base for data shown in graph.

Value of Transactions/Functions Through Agency Management System: Commercial Lines

Continued
(Among Agencies that use an Agency Management System) % saying they
6/7 on 7-point scale, 7=extremely valuable do not use*

53% 24%
52% 26%

‘ Policy issue

. . 52% 25%
Claims reporting

55% 21% QL12: Please think about
each of the following
. . transactions/function
Carrier loss runs >1% 2o s your agency does
m 2022 48% 28% through an Agency
Management System
0 ) for commercial lines
49% 29% accounts. How
48% 33% valuable are they to
your agency?
Total Answering Weighted
24% n=271-390.
21%

12020

Bridge CL quotes to carrier agent portal

‘ Availability of sales and marketing information

27%

Digital distribution/selling 319
0
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The use of processing technology overall dipped slightly in 2022. Two in three agencies
use personal lines download tools and half use commercial lines download tools - both
dropped significantly in 2022.

» Use of all processing technologies is at least slightly down in 2020.

» E-policy delivery is more common than e-billing.

» For most processing technologies, usage increases with agency size, with Jumbo agencies particularly likely to use the
technologies.

Processing Technologies Used

Use at least one type of processing technology: 2022=91%; 2020=94%

A
75%

N
53% 53%
45%

399 40%

> N\ ) N N\, > > > o o S & ©
Neid Q/oo & ] O < & & o & . K&\' é\e ~
& & & & % & & ) &N N > &
& 5 S & & R S Q o © @ ¢ o
L <0 <0 & & Y © Y > <9 & & &
Q Q & & 5 o S & © & @ N &
T & & & N & ¢ S N > © >
&\\ ® & & N P & &N X & & %
© © & < & & @ & & &
o O & & 2 . 4
2 < & & & ) v &
& 3 ¢ & ®
< & S
& v?o .\\\0
O
(o
@
0\
L L ) w2022 w2020
A indicates significant difference 2020 - 2022

QL16: Which of the following technologies does your agency use for client communications?
Total Answering Weighted n=643.



The overall use of electronic communications technology is stable in 2022.

» The use of mobile apps from carriers and for clients have increased significantly in 2022.

Electronic and Communication Technologies Used

Use of at least one type of electronic and communication
technology: 2022=89%; 2020=89%

]
( \

65% 64%
‘ 0 61% 599 569% m2022 ®m2020

A indicates significant difference 2020 - 2022
98 QL16: Which of the following technologies does your agency use for client communications?
Total Answering Weighted n=643.
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Two in three agencies see a need for their own cyber liability policy, on par with 2020.
Half achieved improvement in productivity due to tech and believe digital marketing

has become a core marketing effort.

» Jumbo agencies are most likely to have implemented a written security policy and monitor compliance (63%) and have

a written disaster recovery plan (61%).

Attitudes Toward Technology
6/7 on 7-point scale, 7=strongly agree

63%
66%

Your agency sees the need for an agency cyber liability
policy

Your agency has achieved significant improvements in
agency productivity through implementation of new
technologies (e.g. Download, Real Time, going
paperless)

W 2022
m 2020

Your agency believes digital marketing (website, search
engine optimization, social media, online videos, etc.)
has become a core part of its overall marketing effort

Your agency has implemented a written data security
policy and monitors compliance with it

Your agency has a written disaster recovery plan and
has trained your employees in it

A indicates significant difference 2020 - 20

QL17: How strongly do you
agree or disagree with each
of the following statements
about agency technology
and data security?

Total Answering Weighted
n=520-603.



Perceptions of digital resources has remained stable in 2022.

» Small agencies are more likely to agree that insureds are likely to accept e-docs (61%).

Perceptions of Electronic/Digital Resources
6/7 on 7-point scale, 7=strongly agree

Insureds are just as likely to accept e-documents as
they are to accept paper documents

Aindicates significant difference 2020 - 2022
50%
49%

My agency has seen significant cost savings by using the
paperless communication options offered by carriers
(including e-billing and e-policies)

QI12: How strongly
do you agree or

My agency has seen significant cost savings by offering m 2022 ?r:seagl?svwétg each of
our customers paperless communication options, such
pap P m 2020 statements?

e-billing and e-policies .
Total Answering

Weighted n=439-578.
**Asked only among
those who include
digital/social media in
marketing program.

My agency measures return on investment in use of
digital and social media marketing

My agency measures return on investment in use of
traditional marketing
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Online quoting for customers for auto is most likely to be offered followed by online
quoting to customers for home.

» Jumbo agencies are more likely to currently offer or to be currently implementing each of these offerings.

Tech Offerings in Next 2 Years*

B Does not apply B Planning to offer in next 2 years Currently in process of implementing B Currently offer

Offer online purchase / policy binding to customers for
69% 21% b 8%

‘ commercial lines
Offer online quoting to customers for commercial lines 66% 22%

Offer online purchase / policy binding to customers for
. 62% 23% 10%
personal lines home
Offer online quoting to customers for personal lines
h 54% 23% 18%
ome
62% 22%

1 0 1 QL18: Which of the following is your agency currently doing or planning to do in the next two years?
Total Answering Weighted n=696. *New question in 2022

Offer online purchase / policy binding to customers for
personal lines auto

Offer online quoting to customers for personal lines auto




Technology

A comparative rater on the agency website and a fillable contact form on the agency
website are the top ways customers can access online quoting/binding functions.

Online Quoting/Binding Customer Channel*

On our agency website through a Comp Rater customer 42%
facing extension °
By offering a fillable contact form on our agency website 359
that we manually 0
On our agency website through an AMS customer facing 22%
extension °
On our agency website using a carrier API - 17%

On our agency website through a CRM customer facing
extension

13%
m 2022

QL19: You mentioned that you are offering online quoting and / or binding to customers, how are you making that capability available to customers?
Total Answering Weighted (offering online quoting and / or binding to customers) n=138. *New question in 2022
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o ATTITUDES &
PERCEPTIONS
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Finding qualified job candidates continues to be the key challenge for agencies;
growing personal and commercial lines business also continue to be a concern.

> Retaining experienced producers and experienced staff is more of an issue in 2022.

» Small agencies are more concerned about getting enough leads, having a sufficient marketing budget, and making the

personnel, tech expenditures necessary to grow significantly.

Extent to Which Agencies Find Each Item Challenging
6/7 on 7-point scale, 7=extremely challenging

Finding and screening job candidates with strong potential [ ENNRRREMEEEEEE /1%
Having a sufficient advertising/marketing budget to promote my agency | IR 36%
Getting enough leads | EEG—G— 35%

Growing your CL business++ |l I 35%

Making the personnel, tech and other expenditures necessary to grow T ———————.
significantly °

Growing your PL business+ [ ENEGEGININGGGE 32%
Investing in/building a strong Internet presence for agency to attract | NG 32%
prospects/clients
I 31%
I 31%
Retaining experienced producers 29%
Retaining experienced staff (other than producers) I 29%
Meeting carriers' production/growth goals I 3%
Having carriers that are addressing new CL risks by adding new I 27%
products/services++ _ 27%
Investing in technology solutions* I 4%

Building your brand with customers I 4
Identifying new ways to add value to the agent/client relationship

Remaining competitive with InsurTech companies like Lemonade*

Finding carriers who will maintain their commitment to your market

Aindicates significant
difference 2020 -
2022

+/++ Asked only for
respondents who
write personal
lines/commercial
lines, respectively.
QG4: How
challenging are each
of the following for
your agency?

Total Answering
Weighted n=666-772.

* new item in 2022
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Accessing well-qualified leads to personal lines prospects who have started looking
for insurance on the web is most important.

» Agencies who agree their agency has placed more focus on customer experience cite additional staff training (68%),
measuring customer satisfaction (48%), and sharing insights and customer experience success stories (42%); nearly one
in four have developed a customer journey/experience map (24%).

Insurance Business Environment
6/7 on 7-point scale, 7=strongly agree

2020
We need a way to access well-qualified leads to PL
prospects who have started looking for insurance on the 56% 55%
Web*

A indicates significant difference 2020 -
52% 48% 2022

* Asked only for respondents who write

personal lines.

QG1: How strongly do you agree or

There is a significant need for training opportunities to - disagree with each of the following

Our agency has placed more focus on customer
experience than in the past

. 49% 47% statements?
help CSRs and producers sell on value rather than price ° Total Answering Weighted n=773-817;

QG1A, Weighted n=557.

Clients have expectations for 24/7 online access to their

0,
account through the carrier to be able to self-service 49% 42%
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Carrier claims performance and carriers’ customer experience performance have
become more important over the past two years.

» Carrier brand awareness among customers is more important among small agencies (45%).

Change in Importance of Factors in Placement Decisions Over Past 2 Years

2020
More
M Lessimportant @ Same M More important Importan
t
Carrier claims performance = % 71%
71%
Carriers' customer experience performance () 69%
67%
[v)
Carriers' that write more lines of business* n/a
(v)
Carriers' digital app offerings*
n/a
28%
Segmentation programs
segmentation programs ?
29%
Carriers who provide a local or regional rep .
we can meet with face to face 31%
30%

Aindicates significant
difference 2020 -
2022
QG1B: Thinking about
your carrier
lacement decisions,
ow has the
importance of each
of the followin
changed over the
Kast two years?
Total nswerin%Weighted
n=786-798.

*New item in 2022



More than one-third of agencies believe direct purchase through insurance
companies will have a significant impact on their agency within the next two years.

» There are no significant differences by agency size.

Anticipated Impact on Agency of Emerging Purchase Channels and Trends (Over Next Two Years)

2020
% Significant
B No Impact (Codes 1,2) B Moderate Impact (Codes 3,4,5) Significant Impact (Codes 6,7) Impact
‘ Personal lines direct purchase through 15% 35%
insurance company A indicates significant
difference 2020 -
2022
Personal lines purchase through non- 25% 27% QG5A: Within the next 2
insurance websites years, how much of
an impact do you
think each of the
Car manufacturers offering insurance * 23% n/a following emerging

purchase channels
for P&C insurance
o will have on your
Small commercial direct purchase 22% 27% agency?

through emerging online providers Total Answering
Weighted n=688-
o 722.

Small commercial direct purchase 21% 2504 *new item

through insurance company in 2022

Personal lines purchase through retail

26% 0
stores ° 23%
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One in five agencies currently partner with emerging online providers while two in
three agencies have no plans to do so.

» Small agencies are most likely to partner with emerging online providers (27%).

Partnering with Emerging Online Providers
(e.g., InsurTech Companies such as
Lemonade)*

No, but plan to
14%

1 08 QG5a1l: Isyour agency partnering or working together with emerging online providers (e.g., InsurTech companies such as Lemonade )?
Total Answering Weighted n=653. *New question in 2022



Providing new coverages/products remains the most important issue; the need for
carrier API/AMS integrating solutions emerges in 2022.

> Interest in having carriers address client cyber risks increases with size of the agency.

Most Important Issues for Carriers to Address
(mentioned at least 10%)

Provide new insurance coverage/products to sell 48%

Usage-based insurance

‘ Sharing economy (ride-sharing services, Airbnb, etc.)

Clients' cyber risks/data security QG5B: Which of the

following issues are most
important for carriers to
address to help your

Carrier API/AMS integrating solutions*

Al to improve risk underwriting/pricing decisions W 2022 agency?
Total Answering Weighted
n=693.
Smart homes/Internet-enabled homes *New item
in 2022

Internet of Things for commercial lines Note: Cannot trend due to

addition of new items
Chatbots for customer service

Driverless cars

None of these
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Over 40% of agencies believe the Independent Agency channel is extremely resilient
to increasing changes in the marketplace and the way insurance products are sold.

» There are no significant differences by agency size.

Perceived Resiliency of Independent Agency Channel *

B Not at all resilient B Moderate resiliency m Extremely resilient

' QG4B: Thinking ahead to the future, how resilient do you think the Independent Agency channel is to increasing
changes in the marketplace and the way insurance products are sold ?
Total Answering Weighted n=815. *New question in 2022
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Nearly six in ten agencies report volunteering in 2021 and eight in ten gave to

charities.

» Small and Medium Small agencies are much less likely to report any volunteering hours (54%/51%) and charitable

donations (76%/84%).

Volunteering and Charitable Donations

Volunteer Hours

Reported >9%
Volunteer
Hours
61%
m 2022
m 2020

Avg Volunteer
Hours
127 hours in 2022
223 hours in 2020

Reported

Charitable

Donation

Charitable Donations

Avg Donations
$6,200in 2022
$10,400 in 2020

83%

87%

QG8: In total, how many staff
volunteer hours did your agency
supportin 20217

Total Answering Weighted n=385
GO9: In total, what was the level
of monetary charitable giving
supported by your agency in
20217

Total Answering Weighted n=400.

w2022
m 2020



AGENCY
PERPETUATION
) PLANNING



Slightly more than half of agencies have a formal business plan in place.

> Jumbo (91%) agencies are more likely to have a formal business plan.

Have Formal Business Plan

‘ 51% >4%

W 2022 m 2020

QH4A: Does your agency have a formal business plan (e.g., written goals for premium growth, plans for obtaining new
accounts, marketing/advertising, technology investment plans, etc.)?
Total Answering Weighted n=704.

113



The average age of principals with 20% or more ownership in their agencies is 54
years old, with 17% of those principals age 66 or older.

Age of Principals With 20+% Ownership

2020
Mean 2022 =54 21-40 14% 14%

2020: 55
41-45 13% 10%

Median 2022 = 55

2020: 55 46-50 12% 12%
51-55 15% 16%
56-60 16% 19%
61-65 13% 13%
66 or older 17% 17%

A indicates significant difference 2020 - 2022
QH9: What is the age of each of the principals with at least 20% ownership?
1 1 4 Total Answering Weighted n=887.



More than eight out of ten (85%) agencies have some type of agency perpetuation
tool or plan in place, on par with 2020 (89%).

» Only four plans/tools are currently in place at 10% or more of independent agencies.

Agency Perpetuation Tools In Place
(Mentions of 2% or more)

Children or other family members would take over _ 43% 45%
‘ Other principals would buy part or all of the principal's interest _ 27% 30%

N
N
o

An outside party or organization would buy out the principal's interest - 20% 17%
Non-principal employees would buy the principal's interest 10% 11%
Plans for making producers part owners when their book reaches a
o 5% 5%
certain size
Selling some or all of the agency's book of business to a carrier 4% 4%
Arrangements for a loan to buy out the principal's interest 2% 3%

A indicates significant difference 2020 - 2022
QH10: Which'if any of the following agency perpetuation tools does your agency have in place in case of a principal’s retirement, disability,

1 1 5 or death?
Total Answering Weighted n=567.



Agencies are most interested in additional information and implementation support
for perpetuation tools related to having a family member take over or an outside
party buy out the principal’s interest.

. Large and Jumbo agencies are most interested in information about making producers part owners when their book reaches a

certain size.
Agency Perpetuation Tools Agencies Would Consider,
Assuming More Information/Support Regarding Implementation
‘ Children or other family members would take over = 28% 3307% 27 25% zin 16% 279
An outside party or organization would buy outthe = ___, s o, s e G -

principal's interest
Other principals would buy part or all of the principal's

iz 15% 8% 19% 19% 16% 10% 27%

Plans for making producEgsoiarr(;caocvk\]/Zs;scv;/?tz?ntgiezié e s 9% 149% 24% 6% 1%
Non-principal employees would buy the prii?]ﬂaplnraelz 13% - 15 18% 1% 16% 9%
Selling some or all of the agency's book of businesasrtr?e? 10% s 11% 6% 5% 3% 0%
Arrangements for a loan to buy out the priirr:iieﬁaelg 6% o 6% 8% 1% 10% 0%
Plans to issue stock to buy out the retiring priir;iieazls 35 1% 3% sos 0% 6% 18%

= Top agency perpetuation tools that would be considered within each revenue size category

1 1 6 QH10B: Which, if any of the following agency perpetuation tools would you consider pursuing if you had more information/support on
how they would be implemented?

Total Answering Weighted n=495.



Almost four in ten anticipate some type of ownership change in the next five years,
but only a few expect a change in the next year.

» However, even when at least one agency principal is age 66 or older, fewer than one in three (32%) anticipate an
ownership change in the next three years.

When Agencies Anticipate Major Ownership Changes
(involving at least 20% of agency ownership)

2020:
20%

. Aindicates significant difference
0
220 2020 - 2022
QH11: When does your agency

More than one anticipate a major ownership

2020: More i : but | h change (i.e. a change
62% . five years, year, but fess than involving at least 20% of the
0 66% three years, 10% agency ownership)?

Total Answering Weighted n=500.

Within
next year, 2020: N

5% 10%
Small Med- Med Med- Large | Jumbo
Small Large
More than five years 71% 59% 65% 57% 58% 50%
Three to five years 17% 23% 16% 24% 39% 20%

More than one year, but less than 10% 13% 13% 13% 3% 20%

1 1 7 three years
Within the next year 1% 5% 6% 7% 0% 10%



followed by uncertainty of agency net worth.

Obstacles to Future Ownership of Agency*
6/7 on 7-point scale, 7=strongly agree

No talent available to succeed

20%

‘ Not sure what the net worth of my agency 16%
(o]

is

Not sure what my options are 13%

Successors don't want to buy agency out 12%

Difficulty finding an outside buyer 10%

Don't know how to structure ownership 10%

Lack of talent available to succeed is the top obstacle to future agency ownership

2022%*

Small | Med- | Med | Med- | Larg
Small Larg e
e

21%  21% 22% 14% 10%

15% 17% 17% 9% 10%

et - les - 10 9% 7%

17%  11% 7% 15% 7%

18% 5% 7% 6% 11%

9% 1%  12% 3% 7%

QH12: How significant are the following obstacles you might face when it comes to the future ownership of your agency after

ou leave?
otal AnsweringhWeighted (Princigals/Owners) n=418-453.
1 1 8 ** Jumbo not shown due to low base size

*New question in 2022



o INFORMATION
SOURCES




Independent Agent is the most common information source. IA’s News & Views is the
most commonly read e-newsletter.

» Larger agencies are more likely to use most of the information sources, both print and electronic.
QJ1: What insurance
information sources

Information Sources Read Regularly - All Agencies* do you read on a
(mentioned by at least 5%) regular basis?
Total Answering Weighted
n=651.
*New
Read Print: 59% W 2022 question in 2022

Read E-newsletter:
e A
( |

- ( \
26% 21% 21%
; L7% 12% i 19% 14%
.I-° Bl E s =
N2 &

2 N\ 3 o o N (4
Q, c \a e N N > X
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g Average # of Sources Read on Regular Basis = 3.4

The survey included a total of 9 print publications and 8 online publications.
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Nearly three in four agencies are looking for industry-related news and more than
half are looking for carrier-specific product news.

» Small agencies are least likely to search for industry-related news (62%).

Information Topics Searched*
Small | Med- | Med Med- | Large | Jumb
Small Large o]
‘ Industry-related news _ 72% 62% 69% 77% 76% 83% 82%

Carrier specific product news - 55% 52% 54% 56% 60% 55% 50%

QJ3A: What insurance topics
are you most often

Agency specific information (how to looking for information
access policy data, hours, contact - 31% 32% 33% 29% 33% 32% 41% on?
information) Total Answering Weighted
i n=612.
N .
Carrier specific corporate news 25% 23% 26% 25% 29% 28% 41% New question in 2022

Community sponsored events 12% 15% 11% 12% 13% 9% 14%
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E-mail is by far the most preferred channel for IIABA information; few prefer social
media.

Preferred Channel for IIABA Information*

Small | Med- | Med | Med- | Large | Jumb
Small Large 0

. . 0
Email/Electronic newsletter _ 75% 7594 74% 70% 71% 85% 78%

‘ Print magazine - 19% 15% 19% 27% 20% 11% 9%
Linkedin |3% 4% 3% 2% 2% 2% 9%
Facebook | 2% 2% 2% 0% 0% 2% 0%
Videos | 1% 2% 0% 1% 2% 0% 0%
Twitter |<1% 1% 0% 0% 2% 0% 4%
i 2022

QJ3B: How do you most prefer to receive news and information from the Independent Insurance Agents and Brokers of America (IIABA )?
1 2 2 Total Answering Weighted n=674. *New question in 2022



123

TrustedChoice.com is top IIABA program in both awareness and usage. Young Agents,

Best Practices Program, and Virtual University programs follow.

» Small agencies are less likely to be aware of all programs.

IIABA Programs: Awareness and Usage*

Awareness Use
2022

57% - 28%
43% l 8%

36% . 9%

34% . 12%

TrustedChoice.com (formerly Project
CAP)

]

Young Agents

Best Practices Program

Virtual University

Agents Council for Technology (ACT) - 25% I 4%
Invest - 21% I 2%
Diversity Task Force F 15% | %

Q4

In Column A, please
indicate whether you have
heard of any of the
following programs and
initiatives developed/
offered by the Independent
Insurance Agents and
Brokers of America (IIABA).
In Column B, please
indicate whether you
currently participate in (or
use study findings from)
any of these programs.

Total Answering Weighted

n=520.
*New question in
2022



Six in ten agencies believe business intelligence is extremely important.

» There are no differences by agency size.

Importance of Business Intelligence*

B Not at all important B Moderate importance  Extremely important

QJ5: How important is business intelligence to you in your agency planning and management ?
Total Answering Weighted n=746. *New question in 2022
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Three in four agencies feel carrier-provided information via email/newsletters is the most
important way to derive business intelligence. Informal conversations with carriers and peers
are also important.

» Small agencies are less likely to consider industry association publications and news media publications as important
ways to derive business intelligence.

Most Important Ways to Derive Business Intelligence*

Small | Med- | Med | Med- | Large | Jumb
Small Large 0
Carrier-provided information via email, _ 26%
‘ newsletters, websites/portals ° 75% 71% 79% 78% 77% 80%

QJ6: What are the

‘ ‘ ' most important
Informal conversations with carriers _ 62% 5304 56% 61% 78% 74% 65% ways you derive
business
i intelligence?
Informal conversations with 0 Total Answering
colleagues/peers 58% 57% 51% 65% 65% 49% 50% Weighted
1 n=673.
Industry association publications and 0
newsletters 51% 42%  47%  56%  63%  60%  50% *New question
_ in 2022
News media publications and websites - 40% 31% 39% 48% 47% 55% 45%
Social media - 32% 31%  31%  33%  39%  30%  35%
W 2022
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Table A-1
Changes in Total Revenue by Agency Size

Change in Total Revenue
(2020 to 2021 and 2018 to 2019

2022 Study (Changes 2020 to 2021) 2020 Study (Changes 2018 to 2019)

@

Small 59% 38% 13% 29% 30% 65% 34% 17% 17% 24%
Med-Small 57% 24% 11% 33% 17% 66% 17% 13% 21% 14%
Medium 69% 22% 11% 19% 15% 76% 13% 9% 15% 9%
@ Med-Large 74% 21% 9% 17% 17% 83% 13% 7% 9% 9%
Large 68% 16% 5% 27% 14% 85% 12% 6% 9% 15%
Jumbo 87% 25% 6% 6% 4% 85% 13% 2% 12% 18%

QA9B/B2: Approximately how much did your agency’s insurance revenue change between 2020 and 2021?
Total Answering Weighted n=1703.
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Table A-1
Changes in Personal Lines Revenue by Agency Size

Change in Personal Lines
Revenue
(2020 to 2021 and 2018 to 2019

)
2022 Study (Changes 2020 to 2021) 2020 Study (Changes 2018 to 2019)

O

Small 58% 36% 14% 28% 29% 67% 31% 16% 16% 23%
Med-Small 57% 22% 12% 31% 15% 64% 15% 16% 20% 12%
Medium 67% 21% 13% 20% 12% 68% 11% 16% 16% 9%
‘ Med-Large 69% 18% 9% 22% 15% 77% 11% 12% 11% 7%
Large 67% 13% 10% 24% 14% 79% 9% 9% 12% 9%
Jumbo 84% 22% 7% 9% 7% 77% 9% 10% 13% 14%

QA9B/B2: Approximately how much did your agency’s insurance revenue change between 2020 and 2021?
Total Answering Weighted
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Table A-1
Changes in Commercial Lines Revenue by Agency Size

Change in Commercial Lines
Revenue
(2020 to 2021 and 2018 to 2019)

2022 Study (Changes 2020 to 2021) 2020 Study (Changes 2018 to 2019)

Small 56% 28% 18% 26% 31% 54% 29% 23% 23% 24%
Med-Small 51% 20% 15% 34% 16% 60% 13% 17% 24% 12%
Medium 61% 16% 20% 20% 14% 68% 12% 13% 19% 8%
. Med-Large 69% 16% 12% 20% 13% 82% 11% 7% 12% 7%
Large 65% 17% 8% 27% 9% 80% 11% 7% 13% 10%
Jumbo 84% 20% 9% 7% 10% 83% 13% 3% 13% 16%

QA9B/B2: Approximately how much did your agency’s insurance revenue change between 2020 and 2021?
Total Answering Weighted
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Respondent Profile

Medium Medium
Total Small -Small | Medium | -Large Large Jumbo

Company Position

E’T:;Zc;zzlrf;ﬁ:ldent/CEO/COO/other senior 77% 83% i - - 500, 3206

Sraclinet 13% 15% 12% 12% 15% 21% 32%

‘ Customer Service Representative 3% 0% 0% 0% 2% 5% 4%

Account Manager 3% 0% 1% 2% 5% 4% 20%

Customer Service Manager 1% 1% 1% 2% 2% 5% 4%

0, 0, o) 0, o) 0 o)
Personal/Commercial Lines Manager 0% 0% 0% 0% 0% 1% 2%
‘ Other 2% 0% 1% 1% 2% 4% 6%

‘ QK1: Before we begin, what is your position?
Total Answering Weighted n=1720.
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Respondent Profile (cont'd)

Number of Years in Property and Casualty Business
Less than 10 years (Net)
Less than 5 years
5-9years
10 - 19 years (Net)
‘ 10- 14 years
15-19years
20 or more years
Number of Years Agency Principal or Senior Manager
5 or less (Net)
Less than 1 year
1-2 years
3-5years
6-10 years
11-20 years
More than 20 years

20%
10%
10%
24%
11%
13%
56%

26%
5%
9%

12%

15%

24%

35%

27%
13%
14%
28%
13%
15%
46%

40%
8%
15%
17%
19%
19%
22%

QK4A: How many years have you been in the property and casualty business?

1 3 1 Total Answering Weighted n=1398.

QK4B: How manwears have you been an agency principal or senior manager?

Total Answering Weighted n=1063.

15%
6%
9%

22%

11%

10%

64%

19%
1%
6%

12%

15%

27%

40%

10%
2%
9%

26%
9%

17%

64%

13%
1%
3%
9%

14%

28%

44%

14%
6%
8%

21%
7%

14%

65%

16%
3%
3%
11%
7%
31%
46%

20%
7%
13%
16%
8%
8%
64%

10%
0%
3%
7%

12%

25%

53%

31%
23%
8%
13%
3%
10%
56%

22%
1%
11%
0%
22%
22%
33%



Respondent Profile (cont’d)

Medium Medium
Total Small -Small | Medium | -Large Large Jumbo

Number of Carrier Panels, Councils, or Advisory
Groups Participated In

None 64% 70% 66% 59% 49% 54% 39%

1 or more (Net) 36% 30% 34% 41% 51% 46% 67%

1 16% 16% 15% 21% 20% 17% 21%

‘ 2 or more 20% 15% 19% 19% 31% 30% 39%
Mean 1% 1% 1% 1% 1% 1% 4%

Gender

Male 54% 55% 66% 62% 61% 46% 59%

Female 46% 44% 34% 38% 39% 54% 41%

Gender Non-Binary <1% <1% 0% 0% 0% 0% 0%

1 3 2 '?oth:I A—Ié)sv\\llv‘r;:?nngyvflaerigﬁ{e%agze%sdzcgunC|Is or advisory groups do you personally participate in?

QK3: What is your gender identification?
Total Answering Weighted n=1354.
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Estimating the Total Number of Independent Agencies and Survey Weighting

In the past, to determine the proportion of these independent P&C agencies that fall into various revenue size categories, we
reverted to D&B proportions (then believed to be the only source for break-outs by revenue). However, several inconsistencies in
the way D&B classifies and reports agencies led to concerns about the accuracy of the universe estimation. Several steps were
taken to account for this: agencies were searched in Google with the resulting information used to determine whether they are
independent agencies, and agencies were called if necessary.

In 2018, efforts were made to identify a more comprehensive, insurance-focused resource to use for the universe sizing. Several
AUS Steering Committee members were aware of and/or have business relationships with MarketStance, an insurance data
company owned by Verisk. MarketStance has a comprehensive, continually updated database of independent agencies: the
Agent/Broker Insight database.

The Agent / Broker Insight database is a comprehensive source of US insurance Agencies and brokerages. Agency and broker
records are validated and enhanced through a series of analyses and processes that incorporate many data sources including
insurance, state department, third-party vendor, professional association, surveys and MarketStance information. Insurers
leverage Agent/Broker Insight to identify opportunities in appointed agency territories, direct communication with their
distribution channels, identify potential agency relationships, and track agency productivity.

The committee agreed that the MarketStance database would be used to obtain counts by revenue size. Counts were provided at
the agency level for all agencies with P&C business (health/life-only agencies were excluded). The universe counts used for the
weighting are shown on the next page.

Due to a different recruitment approach in 2020, coupled with the lower response rate, a change to the weighting scheme was
made. In previous waves, to represent the agency universe accurately, the survey responses needed to be weighted by agency
revenue size. For example, in relation to their numbers in the agency universe, many more Large and Jumbo agencies
responded than Small and Medium-Small agencies. Therefore, it was necessary to give the responses from Small and Medium-
Small agencies higher weights than responses from the Large and Jumbo agencies.

In prior waves, respondents who did not provide their agency’s revenue were given a weight of zero, essentially removing them
from the data. In 2020, respondents who did not provide revenue information were given a weight of 1.0. This approach led to a
change in the proportion of principals vs. non-principals. In order to mitigate the impact of this change, a two-tiered weighting
scheme was employed. In addition to weighting the data by revenue size as was done in a past wave, the data was also weighted
to match the proportion of principals vs. non-principals that we've seen in the past. Appendix B provides more information on
the weighting.



Estimating the Total Number of Independent Agencies

A B C D E
ABENCY Size  pg - agencies in
Category - Percentage of Counts from Percentage of
. MarketStance . .
Revenuein Universe 2020 Survey* 2020 Sample
I~ Database
Million $s
<= .1 12279 31% 191 16%
‘ 1-.149 2640 7% 106 9%
15 -.249 1283 3% 141 12%
.25-.499 8257 21% 203 17%
.5-1.249 8738 22% 240 20%
1.25-2.499 2870 7% 124 11%
2.5-4.999 1784 4% 77 11%
5-9.999 1107 3% 52 4%
10-24.999 545 1% 50 4%
25+ (Net) 173 <1% 16 1%
39849 1200

*Among those answering
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