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The annual Best Practices Study (BPS) originated in 1993 as a joint initiative between Reagan 
Consulting and the Independent Insurance Agents & Brokers of America (the Big “I”). For 
almost a quarter of a century, the goal of the BPS has been to provide member agents with 
meaningful performance benchmarks and business strategies that could be adopted or 
adapted for use in improving agency performance, thus enhancing agency value. The BPS 
provides important financial and operational benchmarks and is recognized as one of the 
most thoughtful, effective and valuable resources ever made available to the industry. 

Every three years, the Big “I” asks insurance companies, state association affiliates, and other 
industry organizations to nominate for each of the study’s revenue categories those agencies 
they consider to be among the better, more professional agencies in the industry. Nominated 
agencies are then invited to participate. They must be willing to complete an in-depth survey 
detailing their financial and operational year-end results. Those results are then scored and 
ranked objectively to determine whether each agency qualifies as a Best Practices agency when compared to other 
nominated agencies. 

In 2016, the beginning of the current three-year Study cycle, over 1,500 independent agencies throughout the U.S. were 
nominated to take part in the Best Practices Study. Although participation took extensive time and effort, 262 of the 
participating agencies qualified and were designated as Best Practices agencies. The 2017 Study continues to examine the 
2016 agencies, more specifically, the 242 agencies who maintained their designations as Best Practices agencies. To 
maintain Best Practices status, designated agencies must continue to participate by providing data annually until the next 
study cycle begins in 2019.  

Participation in the Best Practices Study is a prestigious recognition of superior accomplishments. Agencies that believe 
they have the qualities of a Best Practices agency can have their state association or an insurance carrier nominate them, 
or they can self-nominate.  

The 2017 Best Practices Study is made up of three main sections: 

1. The M&A Landscape and Agency Perpetuation. An analysis of the current merger and acquisition landscape in
the insurance brokerage industry is provided along with perspectives on internal perpetuation viability in today’s
M&A-crazed environment.

2. Executive Summaries. Key benchmarks and perspectives presented in summary for each of the six revenue
categories.

3. Cross Category Comparisons. The entire spectrum of Best Practices benchmarks for all six revenue categories is
presented in a side-by-side format that allows for a quick comparison of metrics across revenue categories.

In addition, the 2017 Best Practices Study introduces new measures in technology utilization related to communications 
and marketing and has streamlined questions on specialization and ownership.  

The 1993 Best Practices Study



Visit the Best Practices Gateway at www.reaganconsulting.com/research/best-practices for access to the annual Best 
Practices Study and other useful studies.  

In addition to the annual Best Practices Study, resources and tools are also available to help agencies improve their 
performance and enhance the value of their businesses via the Big “I” website, www.independentagent.com. Two of the 
most frequently-used tools are The Agency Self-Diagnostic Tool 
and the Joint Agency Company Planner. These Best Practices 
tools are part of a complete line of Best Practices products and 
services. 

If you have questions about the information published in this 
2017 Best Practices Study Update, contact Reagan Consulting at 
404-233-5545. If you would like access to Best Practices tools or
to purchase the Study Update, contact the Big “I” Education
Department at www.independentagent.com/bestpractices or
800-221-7917.

The Best Practices Gateway: 

www.reaganconsulting.com/research/best-practices

http://www.reaganconsulting.com/research/best-practices
http://www.independentagent.com/
http://www.reaganconsulting.com/research/best-practices
http://www.independentagent.com/bestpractices






   

 

 

 
We may be in the golden age of insurance agent and broker merger & acquisition (M&A) activity. News about M&A activity 
is inescapable. Publications and conferences are dominated by information about who is buying and selling, with more 
deals announced than ever before. Valuations are at the highest levels ever seen and there are more well-capitalized 
buyers now than at any point in the past.  
 
The flood of M&A activity in the insurance distribution system has been caused primarily by new investors – namely private 
equity (PE). The private equity industry, seemingly en masse, has discovered what agency principals have known for 
decades: the insurance brokerage business is marked by steady cash flows, solid profit margins and relatively low capital 
requirements. Combine those attributes with a fragmented market ripe for consolidation and private equity gets 
interested. Add in sky-high valuations for publicly-traded brokerages and private equity gets downright excited. In 2016, 
private equity-backed brokers closed over half of the announced transactions in our industry. Eleven of the 14 largest 
acquirers are private equity-backed. 
 
Most privately-held brokers have viewed this private equity frenzy with some trepidation. However, the private equity 
invasion is good news for the insurance distribution system at large. At a high level, it is a tremendous vote of confidence 
for an industry that has been rumored to be in decline for decades. Far from being disintermediated by technology or 
direct writers, the independent brokerage business is now the recipient of heavy bets from sophisticated investors on its 
future growth and success. 
 
Aside from the vote of confidence, this elevated investment activity has many positive ramifications. Privately-held 
brokers now have more options and easier access to capital for growth and perpetuation than ever before. The industry 
is being pushed by new investors to advance client service and to provide more and better value-added resources. Private 
equity funding is also helping to prepare for the coming wave of technology-based disruption. 
 
And though the news is generally positive, brokers do find themselves in a dynamic environment that requires constant 
adaptation. Private equity-fueled M&A activity has driven values to a level that makes competing for acquisitions difficult. 
Premium valuations available in the marketplace have also heaped more and more pressure on brokers’ plans to stay 
privately-held.   
 
As a part of this year’s Best Practices Study, we’ll explore the current M&A-crazed world and how Best Practices agencies 
are thriving in this environment. How are Best Practices agencies competing for deals with large, private equity-backed 
acquirers? How are Best Practices agencies maintaining their privately-held status under heavy pressure from the market? 
The current environment is not without challenges, but Best Practices agencies, as always, have found ways to adapt and 
succeed. 
 

 
The insurance brokerage industry has witnessed its highest M&A activity ever over the past two calendar years. From 2006 
through 2014, there were approximately 282 transactions announced each year on average. In 2015, 492 transactions 
were announced (almost 75% above the 2006-2014 average) and in 2016 457 transactions (62% above average) were 
announced. 2017 does not show any signs of slowing down – through the first quarter, deal activity kept pace with last 
year. 



Source: SNL Financial  

The rise in acquisition activity has accompanied the rise of private equity. With 256 transactions completed in 2016, PE-
backed brokers remain the most active group of acquirers in the industry, a distinction they have held since 2012. Since 
2015, roughly half of all deals in the industry have been done with PE-backed buyers. Part of this trend is the sheer number 
of well-capitalized buyers. The advent of private-equity capital has created a field of qualified buyers that is much larger 
than the industry has seen in the past. Of the 14 most active acquirers, five did not exist 10 years ago and several others 
existed but were not significant acquirers prior to taking private equity capital. 

The chart below highlights the magnitude of the shift in buying groups. In 2006, banks (30%) and public brokers (26%) 
were the leading acquirers, while private equity (4%) was barely a factor. Ten years later in 2016, PE-backed brokers 
acquired more than three times as many agencies as bank buyers did in 2006 at the zenith of their power as an industry 
acquirer.  

Source: SNL Financial
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The second factor contributing to the elevated M&A activity in the industry is the unusually strong public broker valuations 
over the last several years. Stock prices for most of the publicly-traded brokers (AJG, AON, BRO, MMC & WLTW) reached 
all-time highs during Q1 2017. As a group, the public brokers traded at 12.6x EBITDA (Earnings Before Interest, Taxes, 
Depreciation and Amortization) on March 31, 2017, extremely high by the historical standard of 9.0x - 11.0x EBITDA.  

Source: Public Broker SEC Filings 

In fact, the only other time in the past 20 years that public broker valuations reached EBITDA multiples of 12.6x or higher 
was during the sharp hard market driven by the terrorist acts of 9/11, when organic growth rates spiked upward. Public 
broker valuations have not reached today’s levels during any stretch of “normal” market conditions. 

Public broker valuations influence valuations across the entire industry, but their influence is the strongest on PE-backed 
brokers. PE-backed brokers typically determine their own values by applying a slight discount (10%-15%) to public broker 
multiples. There are several PE-backed brokers today that value their own stock at north of 11.0x EBITDA.  

These lofty valuations allow buyers to be more aggressive, which drives valuation and activity upward. When buyers are 
trading at 11.0x or 12.0x EBITDA, they can raise the price they pay for acquisitions, keeping a comfortable spread between 
their own multiple and the multiple they use to acquire smaller firms.  

Of course, it is not just the activity that has accelerated in recent years – valuations have also benefited. As the following 
graph demonstrates, the entrance of private equity capital and the sky-high public broker valuations have significantly 
increased values being paid for private brokers. 
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Source: Reagan Consulting. Good quality agents and brokers, $3-$10M in revenue 

How long these extraordinary multiples – and extraordinary activity levels – last will depend upon the persistence of public 
broker valuations and the continued appetite of private equity-backed acquirers. 

As we move forward, all eyes should be on the PE segment. A significant pull-back by the PE buyers would have a dramatic 
impact on overall activity and agency values. PE activity would likely be negatively impacted by a sharp decrease in public 
broker values or substantial increases in interest rates. Barring these or some other seismic economic, political or 
geopolitical event, the records being set for deal activity and broker valuations will likely continue. 

The good news for Best Practices agencies and private brokers is that, despite a frothy marketplace teeming with well-
capitalized buyers, they continue to get their share of deals. In 2016, privately-held brokers accounted for 21% of all 
announced transactions, a much higher percentage than banks and public brokers combined.  

Privately-held brokers have remained relevant in the marketplace as buyers and are, in fact, thriving. Even as competition 
has increased dramatically, private brokers have held their ground. Total deal activity by private brokers exceeded 300 
announced transactions from 2014 to 2016, easily the highest three-year total on record. 

Today, privately-held brokers are firmly established as the second most active buyer group in the marketplace, trailing 
only the PE buyers. Privately-held brokers are once again on pace to do over 100 deals in 2017. That would mark the fourth 
time in the past six years they have reached that level. 
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Source: SNL Financial as of April 2017. Includes whole company, franchise and asset sales. 

Data from the 2017 Best Practices Study confirms that top brokers are, in fact, successfully complementing their organic 
growth efforts with acquisition and fold-in activity. Nearly half of the largest group of agencies (> $25M in revenue) in the 
Study did deals in 2016.  
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$ - $155K $421K $395K $1,769K $2,593K 

What explains the success of private brokers in a hyper-competitive marketplace? How are the underdogs overcoming 
the odds and finding ways to win, despite clear competitive disadvantages? Here are five key lessons learned from the 
most successful private broker acquirers. 

1) Source proactively. Acquisition opportunities don’t often fall in your lap during a seller’s market like this. Instead, they
must be identified and pursued through good old-fashioned prospecting. Leading privately-held acquirers create
opportunities through a systematic and perpetual process of identifying and contacting potential acquisition
candidates, even though these initial contacts rarely lead immediately to deal discussions. This is because the timing
of this outreach will rarely sync perfectly with the agency owner’s timing to sell. But that doesn’t mean this outreach
is unproductive. To the contrary, it can open the door to positioning a firm as the preferred acquirer when the timing
is right.
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2) Be patient, but persistent. So, what should you do while waiting on the seller’s timing? The best acquirers use this 

time to do three things.  
 

a) Qualify the opportunity and make sure it fits your criteria. Not every acquisition opportunity is the right fit and 
the earlier in the process you make this determination, the better for all.  

 
b) If the fit is right, work on building trust and a relationship. Selling is not a purely financial decision, but is often 

highly personal and emotional. Trust is a strong currency that can help close the gap when competing with the 
industry buyer heavyweights on financial terms.  
 

c) Use the time to clarify the objectives of the sellers. Sure, maximizing financial value is an objective of the seller, 
but it’s probably not the only one. There may be sensitive family or employee issues to address. Perhaps there are 
business opportunities that the seller will need a partner with deeper pockets to help them pursue. Patient and 
persistent relational investments in targeted agencies can help position your firm as a preferred buying candidate 
when the timing is right to sell.  

 
3) Know the competition. Although you may not be able to compete with the financial terms the leading acquirers can 

offer, you will still benefit from knowing what you are competing against. The better you understand how the 
competition structures their offers, the better positioned you are to compete. Some privately-held brokers have found 
it beneficial to participate in an acquisition process that includes multiple buyers competing for the same deal, 
including some of the leading acquirers. The odds of winning these deals might be low, but the intelligence gathering 
regarding the industry leaders can make it worth the effort. 

 
4) Sell culture. Malcolm Gladwell wrote in his New York Times best seller David & Goliath that underdogs win more often 

than we expect, in part because their disadvantages force them to discover advantages. One advantage that many 
privately-held brokers have is their culture. As important as price and structure are in every transaction, post-closing 
conditions also matter. This is especially true if the selling shareholders plan to remain with the business for an 
extended time. What does it mean to sell culture? Privately-held brokers can often offer sellers reasonable operating 
autonomy, personal flexibility, a seat at the table in setting the strategic direction for the firm and other appealing 
aspects of life post-closing that may be difficult for the leading buyers to match.       

 
5) Leverage your equity. Another potential advantage for privately-held brokers is the ability to use their own equity to 

entice sellers. By definition, agency sellers are agency owners. They understand the value of agency equity and 
although they may be ready to take some chips off the table, they may also value the opportunity to maintain a more 
limited equity position in the acquiring firm. This may mean including equity in the purchase consideration, providing 
an opportunity to acquire equity post-close, or both. 

 
The current M&A marketplace is aggressive, competitive and challenging for all buyers. Private equity investors, having 
discovered the economic benefits of agency ownership, are likely to keep driving the market for the foreseeable future. 
Privately-held brokers that try to compete for deals primarily on financial terms will likely be unsuccessful. However, 
privately-held brokers have competitive advantages that, when paired with reasonable financial terms, are proving 
capable of getting deals done.  



   

 

 

 

For many privately-held brokers, the best M&A opportunities are book of business acquisitions. The insurance agency 
landscape is littered with books of business controlled by aging producers with no options to perpetuate their ownership 
internally. Further, many solo producers are dying competitively due to a lack of markets and resources and are in 
desperate need of a larger business partner. Between these two dynamics, there are a lot of book of business deals out 
there waiting to be to be done. These books of business often fall below the radar of the larger industry buyers, creating 
a rare competitive advantage for privately-held brokers with an intimate knowledge of the local landscape and players.   
 

One major advantage of book purchases is that they are typically much less complex than full-blown agency acquisitions. 
Book of business purchases generally involve hiring only a small number of employees (often a producer and one or two 
service staff), are much easier to price and structure, and are far easier to integrate. 
 

Along with the broader M&A market, increased demand for book acquisitions has led to higher valuations. However, even 
as book valuations have increased, the pricing methodology used by most buyers has remained the same. Books of 
business are generally priced as a multiple of revenue (as opposed to EBITDA), as this approach is easy to understand, 
track and implement. Further, book of business transactions are usually priced on a retention basis, with a much smaller 
portion paid up front. The ultimate purchase price for a book of business acquisition is largely dependent upon how much 
revenue is retained by the buyer over the first one to two years following closing. 
 

Firms that best capitalize on book of business acquisition opportunities know the producers in their market area well, 
especially the solo practitioners. Like the M&A game, prospecting is key. These solo producers will eventually need a 
partner, perhaps sooner rather than later.  
 
Book of business acquisitions represent a fertile opportunity for privately-held brokers. The key is understanding exactly 
what the opportunity is and crafting terms to match. A deal structure for a retiring producer, for example, will look much 
different than the deal for a younger producer with a long runway of future revenue production.  
 

 

As privately-held brokers seek to keep up in the race for resources and scale, mergers represent another potential avenue 
in the M&A space. A true merger – two or more privately-held brokers coming together as equals – allows firms to increase 
their size and scope without raising and spending capital on expensive acquisitions. These transactions, often completed 
with a tax-free, cash-free exchange of stock, can be attractive in certain situations. 
 

Mergers, however, present a very high degree of difficulty. In an acquisition, there is generally one buyer and one seller, 
creating a clean delineation in the negotiation and the decision-making process. Conversely, mergers are successfully 
driven by reaching consensus across two different groups of shareholders – often a challenging proposition. The key issues 
on which merger partners must agree include the following: 
 

• Relative valuations 

• Leadership and decision-making 

• Compensation structures 

• Sensitive family issues 

• Growth strategies 

• Employee benefits plans 

• Firm name 

• Cultural differences 

• Historical commitments 

• Perpetuation plans 
 



 

 
That said, there are compelling arguments in favor of mergers. Done correctly, a merger can significantly enhance the 
scale, carrier relationships, breadth of resources and growth opportunities for privately-held brokers. An effective merger 
is based on the premise that the two firms will grow faster and more profitably together than separately, creating more 
value for shareholders. In today’s M&A market, these benefits are increasingly worth the risk. Below are seven key steps 
for firms pondering whether to explore a merger with another privately-held firm: 
 

1) Build trust from the start via open and honest communications 
 

2) Conduct multiple chemistry meetings to evaluate the cultural match and organizational alignment 
 

3) Ask the tough questions early to ensure that all key merger issues and firm-specific issues are on the table 
 

4) Avoid the natural tendency to put difficult decisions off until after the deal is closed 
 

5) Work on the key merger issues first and build a framework for the combination around the consensus reached on 
these issues 
 

6) Obtain valuation, consulting, accounting and legal counsel to assist with the transaction 
 

7) Do not be afraid to walk away if necessary  
 

 
Agency ownership perpetuation is generally accomplished in one of two ways. Agency owners, as they begin to transition 
toward retirement or as younger employees qualify to be owners, sell their agency equity internally. This is what is meant 
by internal perpetuation – equity is bought and sold internally. Or, agency owners can sell their equity to third-party 
buyers. This is what is meant by external perpetuation.   
 
In light of the current M&A frenzy and the record valuations being paid for insurance agencies in sales to third party 
buyers, is remaining independent and perpetuating internally still a viable option? The answer is yes – we believe that 
internal agency perpetuation is perhaps the best option available for most agency owners. Even so, internal perpetuation 
is hard work. It will not happen without solid planning and execution. This section will address three areas of critical 
importance as privately-held brokers consider their internal perpetuation strategies.   
 

1) Can an economic case be made to perpetuate internally?  
 
2) What are the demographic challenges to internal perpetuation?   
 
3) What financing options exist to support internal perpetuation?   

 

 
There are myriad great reasons to want to remain privately-held, but in today’s M&A market, can an economic case be 
made to remain privately-held and perpetuate internally? Agency equity is typically valued using a fair market valuation 



   

 

 
provided by an independent party or, less frequently, by a formula (such as 1.5x revenue). Regardless of the valuation 
methodology used, values for internal perpetuation routinely lag third-party buyer valuations by a wide margin (often by 
50% - 75% or more) for many reasons: 
 

• Internal transactions are typically minority transactions, which have a much lower value than the control 
valuations used in the event of a sale of 100% of the equity to an outsider. 
 

• Internal valuation multiples are lower than those used by most third-party buyers. Expressed as a multiple of an 
agency’s profitability (EBITDA), valuations for internal perpetuation purposes might average 6.5x – 7.5x EBITDA, 
whereas a third-party valuation might fetch a price upwards of 11.0x EBITDA including a fully-earned earn-out. 
 

• Internal valuations are typically “going concern” valuations that value an agency “as is,” rather than with the 
compensation, personnel and operating expense reductions that usually accompany a sale to a third-party buyer. 
An agency’s going-concern profitability, on which an internal valuation is based, is generally far less than the 
agency’s profitability under third-party ownership. Thus, with an internal valuation, even if the valuation multiples 
are identical to those a third-party buyer would use, the lower internal, going-concern profit amount will result in 
a much lower valuation.   
 

Therefore, when viewed as a snapshot decision at a specific point in time, the economic evidence would seem to support 
an “always sell” approach. If agency owners can expect to receive far more for their agencies in a sale to a third-party 
buyer, why wouldn’t it always make economic sense to perpetuate externally?   
 
The question of whether to hold or sell an agency must take into consideration the length of time over which the 
investment alternatives (hold or sell) are compared. If an owner wants top dollar right now, a sale of the agency generally 
makes better sense, economically. However, if an owner wants to earn more over time, it may make much better sense 
to retain ownership.   
 
When considering the sale of an agency, two fundamental questions must be considered:   
 

1) How will the sale proceeds be reinvested once the agency is sold?   
 
2) How will the new investment(s) perform financially compared to the prior agency investment?   
 

With a sale to a third-party buyer, the seller will have to reinvest the sale proceeds. This is often accomplished via 
investments in publicly-traded equities, such as those in the S&P 500. From 2001 to 2016, the S&P 500 has appreciated 
annually by 4.6%. As the following exhibit demonstrates, insurance agency valuations, as captured in the Reagan Value 
Index (“RVI”), have appreciated by 9.0% annually, a rate almost twice that of the S&P 500.   
  



 

 
*CAGR=Compound Annual Growth Rate 

 
Reason number one to consider holding on to a privately-held broker equity is that it tends to grow much faster than most 
investment alternatives over time. At a 4.6% annual growth rate, $1 invested in the S&P 500 would take 16 years to double. 
At a 9.0% annual growth rate, $1 invested in a privately-held insurance broker would take only 8 years to double. Although 
the S&P has certainly outperformed privately-held brokers in certain years, Reagan Consulting’s research confirms that, 
over time, the growth of privately-held brokers has generally exceeded that of the public markets by a wide margin.   
 
A second economic argument for holding on to private broker equity involves the profit distributions that investment 
alternatives deliver to their owners. Over the past fifteen years, the S&P 500 generated annual dividend yields averaging 
roughly 2.0% (or 1.4% after-tax). This, when added to the typical 4.6% long-term annual appreciation rate of the S&P 500, 
results in a total investment return of roughly 6.0%.   
 
Reagan Consulting’s research shows that the typical insurance agency owner can expect profit distribution bonuses 
averaging about 6.0% after-tax, over four times the after-tax dividend yield delivered by the S&P 500. When added to the 
9.0% equity appreciation rate for the average insurance agency, a private broker investment generates total investment 
returns in the neighborhood of 15.0%, 250% of the total investment returns delivered by the S&P 500.   
 

When considering a hold-or-sell decision in light of other 
investment alternatives, it becomes apparent that a hold 
decision can make perfect sense economically if a longer 
time horizon is considered.  
 
For example, let’s assume you own an insurance agency 
that has an appraised value of $5.0M. You also have an 
offer from an outside buyer to purchase your agency for 
$7.5M, a 50% premium over the appraised value. Should 
you take the bait and sell?   

Assume you do sell and reinvest your sale proceeds in the 
S&P 500. Based on the investment norms discussed 
above, you might expect a 6.0% total investment return 
going forward.  
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Source: Reagan Value Index, Public Filings, Yahoo! Finance 
 



   

 

 
Over the next five years, assuming you reinvest your dividends as you go, your $7.5M S&P 500 investment would grow to 
$10.0M. 
 
If you hold on to your agency, your $5.0M asset will likely generate a much higher investment return over the same five-
year period. In fact, if the 16.0% total return for private brokers holds true, your $5.0M investment would grow to $10.1M 
over this same five-year period. By the end of the sixth year, the agency investment ($11.6M) would begin to materially 
exceed that of the S&P 500 investment ($10.6M) and this value differential would continue to grow even wider over time.   
 
In this example, you would do just as well financially by holding on to your agency for five years, even though you could 
have sold it externally at a much higher valuation.  If your time horizon is less than that, it may make better sense to sell 
if your objective is to maximize the economics. If your time horizon is more than five years, it may make far better financial 
sense to hold on to your agency. Reagan Consulting refers to this shorter-term period in which there may be a legitimate 
temptation to sell an agency as the “Temptation Zone” (the region highlighted in yellow in the following graph).  
 
As the Temptation Zone graph shows, the temptation to sell the agency is negated, assuming the owner can remain with 
the business for just a few more years before selling. As the M&A market has heated up in recent years, the Temptation 
Zone has grown significantly larger, making the hold-or-sell decision much more difficult for agency principals.   
 

 
 

In addition, it is important to note that the relative risk of the returns modeled above is not considered. While the returns 
of a privately-held broker have outpaced the S&P 500, the risk of an ownership position in a single small business is 
different than the risk of a diversified portfolio of securities. These relative risks can also influence the decision to sell.   
 
There can be excellent reasons to sell an agency – but there are also compelling economic reasons to hold on to ownership 
in a privately-held broker. Agency owners processing a hold-or-sell decision should carefully eye the real underlying 
investment results likely to be encountered under each scenario. 
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It is no secret that the industry is growing older. Since 2008, Reagan Consulting has tracked the industry’s Weighted 
Average Producer Age (WAPA, shown in orange in the following graph) and its Weighted Average Shareholder Age (WASA, 
shown in teal). Recognizing the need for younger buyers to facilitate internal perpetuation, the trend is sobering. 

 
 

This aging population demographic is placing stress on the industry’s ability to perpetuate itself internally. Simply put, the 
industry is not developing enough young producers, who represent the largest internal buying group by a wide margin. In 
fact, research has consistently shown that insurance agencies are hiring far too few producers to support their own growth 
and perpetuation objectives. Internal insurance agency perpetuation requires both sellers and buyers. The sellers are in 
place… and getting older by the day. But without enough buyers, agencies will have no choice but to perpetuate externally.   
 
Reversing this trend and providing an ample supply of hungry buyers is based on executing a simple – but difficult – 
strategy: 
 

1) Agency owners must sell equity to young, deserving producers and other employees along the way, rather than 
holding equity until retirement. Privately-held firms should try to keep WASA under 50, avoiding making worthy 
partnership candidates wait too long until they are permitted to buy-in. In our view, the insurance industry could 
learn a lesson from other professional services firms, such as CPAs and law firms, by simply developing a culture 
in which becoming a partner is a young professional’s highest aspiration. Agencies best positioned to perpetuate 
internally create a partnership track for their producers and other employees and ensure that talented employees 
are moving along that track.   

 

2) Privately-held firms must recruit and develop young producers - over and over again. This second step is easily 
stated but especially challenging to implement. That said, Reagan Consulting’s research shows that agencies that  
have built a vibrant producer recruiting and development platform are far more likely to generate the buyers 
necessary for internal perpetuation to work.   
 

Best Practices agencies can rely on three tools to help gauge their investments in young producers to ensure they are at 
an appropriate level to fuel growth and internal perpetuation.   
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• Net Investment in Unvalidated Producer Payroll (NUPP). NUPP is a measure of an agency’s investment in 
unvalidated producers. See page 72 for more on how to calculate NUPP. 
 

• Hiring Velocity. Hiring Velocity is a gauge of an agency’s hiring rate in replenishing its existing producer population. 
Hiring Velocity is calculated by taking the number of unvalidated producers hired in the most recent year and 
dividing it into the agency’s total number of producers. A healthy Hiring Velocity is typically in the 15-20% range.  

 

• A Producer Hiring Needs Worksheet. Use of a spreadsheet tool, such as that referenced on page 10 of Reagan 
Consulting’s 2014 Producer Recruiting & Development Study (available for free at www.reaganconsulting.com).  
This focused approach allows for a detailed analysis of producer hiring needs in light of an agency’s specific growth 
objectives, age demographics, attrition rates, and success rates in developing producers.   

 
Using these tools and monitoring the results can provide privately-held firms with a critical edge in overcoming the 
demographic challenges of internal perpetuation. 
 

 
Never before have there been more financing resources available to help privately-held firms perpetuate internally. Access 
to capital is no longer a significant perpetuation hindrance for many independent agents. Historically, agency perpetuation 
transactions often relied on internal financing.  In Reagan Consulting’s 2012 Private Ownership Study, we reported that a 
majority of shareholder purchases were financed by either the selling partner or the agency itself. Buyers would then pay 
off the note to selling shareholders or the agency with future profit distributions.   
 

This typical financing approach requires repayment periods of seven to ten years at market interest rates, which today 
range from three to seven percent. While these approaches have worked well historically, they bring certain challenges 
that are sometimes problematic. Sellers often want their money when they sell, rather than having to provide financing 
for a long period of time. And agencies often have more pressing and strategic uses for their capital resources than acting 
as a bank.     
 

In recent years, historically low interest rates and a competitive lending environment have led to an increase in agencies 
financing share transfers externally through a local bank or industry lender. In many cases, outside financing can mirror 
the favorable note terms and interest rates historically provided in internal financing. Additionally, outside financing 
allows retiring shareholders to receive their money up front upon retirement, rather than waiting to receive their money 
in the future.   
 

Not all agencies are able to leverage their relationships with their local community banks to secure financing. Typically, 
community banks prefer making loans to companies that have a significant amount of tangible/securable assets (e.g., 
machinery and equipment) to rely on as collateral, of which an insurance agency has few. An insurance agency’s assets 
are intangible (expirations and future earnings). Relying on these intangible assets as collateral can give local bankers 
heartburn.   
 

Thankfully, if local financing is unavailable, there are many industry specific lenders that can provide financing. Industry 
lenders understand the insurance industry and can be creative in how they structure financing. Industry lenders can often: 
 

• Offer sizeable, one-time term loans in a variety of structures (e.g., interest only, balloon payments, amortizing 
over long-period of time, etc.) to facilitate share redemptions.  

http://www.reaganconsulting.com/


 

 

• Create pre-arranged financing packages with set terms and interest rates for new shareholder purchases. These 
packages allow agencies to get out of the business of lending and focus on their core businesses.   

 
There are numerous industry lenders to choose from, many of which are shown below. These lenders compete to lend to 
independent agencies because of the industry’s resilient growth, high profitability and low capital expenditure 
requirements. Internal perpetuation can be complicated and difficult, but financing internal perpetuation doesn’t need to 
be.   
 

  
 

 
  

                                             

 
The ramifications of the private equity invasion and the heated M&A market are wide-ranging for agents and brokers. 
However, Best Practices firms are both responding to the challenges and taking advantage of the opportunities presented 
by the new marketplace realities. While acquiring may be more difficult, Best Practices firms are leveraging culture and a 
thoughtful prospecting process to maintain their share of deal activity. And while inflated valuations are putting pressure 
on internal perpetuation, Best Practices firms are understanding the economic case for private ownership and exploiting 
newly available financing options to make it happen. 
 
All things considered, the increased M&A activity and private equity investment point to a bright future for independent 
agents and brokers. Perhaps nothing highlights that better than the ability of the agent and broker universe to maintain 
its numbers despite heavy consolidation. With all this acquisition activity, many would think that the universe of small to 
mid-sized privately held agents and brokers is shrinking. In fact, there have been almost 4,000 new agencies and brokers 
established in the U.S. over the last five years. We believe that this is slightly more than the number of acquisitions 
completed during that same period. By our basic math, over the last five years, for every agency acquired a new agency 
was established. 

3,962 
New agencies 

Established 

1,918 Agencies sold 
(announced) 

1:1 
Regeneration Rate 

+1,918 Estimated agencies sold 
(unannounced) 

3,836 Total agencies sold 

 
Source: IIABA Future One Study, SNL, Reagan Consulting analysis 
  



   

 

 
What has contributed to this surprising 1:1 regeneration rate? Why is a mature industry like this ripe for new entrants? In 
our view, there are a number reasons for this: 
 

1) Young, entrepreneurially-minded insurance professionals from acquired agencies are setting out on their own 
rather than working for PE or publicly-traded brokers.  

 
2) The well-documented aging of the industry continues to create opportunities for younger, aggressive agents to 

enter the space, bringing with them newer, better and faster ways of doing business. 
 

3) The economics of agency ownership are attractive. The PE world understands this and it explains their growing 
interest in the space. Savvy young investor-owners see the same opportunity.  
 

4) Former captive agents and direct writers (Allstate, Liberty Mutual and others), have become independent agents. 
 

In a 1995 Wall Street Journal cover story ominously titled “Under the Gun – Insurance Agents Fight An Intrusion by Banks, 
But Other Perils Loom,” a Conning & Company analyst was quoted as saying the independent insurance agent “may be 
headed the way of the milkman.” In that same article, no less than a former Texas Insurance Commissioner quipped that 
the harsh competitive and technological realities faced by the industry made insurance agents “the buggy whip makers of 
today’s economy.” Twenty-two years later, not only did the independent insurance industry survive, it flourished. So much 
for the experts.  
 
To be fair, these two were not the only forecasters predicting doom and gloom for intermediary industries in the mid-
1990’s. With the advent of the Internet, with its seemingly unlimited supply of information and its ability to facilitate 
convenient and low-cost transactions, many pundits put whole industries on notice that their best days were behind them 
(think stock brokers and travel agents). And many of these dire predictions were right.  
 
Insurance industry leaders were also feeling the heat in the mid-1990’s.  The CEO of one of the largest brokers in the world 
spoke openly of his concern that his company would be disintermediated from between insurance carriers and customers 
by the resources the burgeoning Internet promised to deliver.   
 
Fee & commission-based intermediaries who were unable to adapt to the technological and competitive realities of these 
past two decades are long gone. Consumers, as it turns out, are largely agnostic as to who they will purchase goods and 
services from – the provider who delivers the highest overall value wins. And this is what independent insurance agents 
have proven to be able to deliver, time and time again – the highest overall value in providing the sophisticated risk 
mitigation products, tools and resources the US economy requires. 
 
Despite the seemingly never-ending challenges the environment throws at it, the insurance brokerage industry, led by 
Best Practices agencies, continues to adapt, innovate and prosper. We view the unprecedented influx of investment capital 
pouring into the industry and the steady agency regeneration rate as confirmation of what we already knew: this is a great 
industry with a very bright future. Far from joining the milkman and the buggy whip maker in the museum as a relic of a 
former time, the independent insurance agent continues to play an integral role in the marketplace and will likely do so 
for a very long time to come.  





   

 

 
Regional Distribution 

 

 
 
 

 Northeast 20.0% 

 Midwest 30.0% 

 West 3.3% 

 Southeast 43.3% 

 Southwest 3.3% 
 

Corporate Structure 
 

 

Average Revenues 

 
 

Weighted Average 
Shareholder Age (WASA) 

 

 

Revenue Distribution 
(as a % of Gross Revenue) 

 

 

Organic Growth in Net Commissions & Fees 
(excluding contingents, bonuses & overrides) 

 

 
Account Stratification 

 

  
 < $5K 67.0%   Under 50 lives 94.9% 

 $5K to $10K 12.2%   From 50 to 100 lives 5.1% 

 $10K to $25K 11.6%   Over 100 lives 0.0% 

 $25K to $50K 3.8%    

 > $50K 5.4%    
 

 
Notes 

 

 
 

 
 
 
 
 

 

C 
Corp

16.7%

S 
Corp

53.3%

LLC
26.7%

Sole 
Prop.
3.3%

Commercial 
P&C

32.3%

Personal 
P&C

56.6%

Group 
L/H/F
3.3%

Contingent
/ Bonus/ 
Overrides

7.0%

Other
0.8%

4.4% 3.8% 3.1%

6.8%

17.6%
15.3%

20.5%

27.3%

Total
Agency

Commercial
P&C

Personal
P&C

Group L/H/F

Median Top Quartile

Commercial P&C Group L&H • With an average WASA of 52.3, this smallest 
revenue category has the second-youngest 
ownership group behind agencies with $10-
$25M in revenue. 

• The Group L/H/F space, which can be difficult 
for smaller agents to meaningfully penetrate, 
showed the highest growth rates at 6.8%. 

Note: Commercial P&C includes Bonds / Surety. Group L/H/F includes Group Medical, All Other Group, and Individual L/H/F. 



 

 
Definitions 

 
Sales Velocity 

 

 
 

Age Banding of Sales Velocity 
 

 
 

 
Book of Business per Producer  

(commissions and fees) 

 

 

 New 
Business 

Average 
Book 

Commercial 
P&C 

 

$18,473 
 

$148,781 

Personal 
P&C 

 

$23,560 
 

$147,918 

Life/Health/ 
Financial 

 

$22,875 
 

$28,709 

Multi- 
Line 

 

$30,122 
 

$233,091 

 
Book of Business by Age 

 

 
 

 
Notes & Definitions 

 
 

Effective NUPP 
 

Group Average: 
 
 
 
 
 
 

 

13.2%

22.5%

Average

Top
Quartile

3.8%

1.5%

3.2%

4.7%

Comparison Group Average

Over age 55

Age 46-55

Age 36-45

Up to age 35

Up to 
age 35
21.7%

Age 36-
45

18.1%

Age 46-
55

26.5%

Over 
age 55
33.7%

  
 

• Effective NUPP, which is the 
product of an agency’s investment 
in unvalidated producers (NUPP) 
and success rate in hiring 
producers (Producer Success Rate), 
is expressed as a percentage of net 
revenue. It is the best overall 
measure of an agency’s 
effectiveness in recruiting and 
developing sales talent. 

• Over one-third of the Sales 
Velocity results for this group were 
attributable to the oldest producer 
category.  

• This group’s relatively low NUPP 
scores and high Sales Velocity 
contributions by older producers 
indicates a need to focus on 
developing young sales talent. 

• Multi-line producers continue to 
deliver the largest results, both in 
terms of new business and average 
book size. 

• This revenue category had the 
highest Producer Success Rate 
(66.3%) of all the Study revenue 
categories. 

• Sales Velocity is a critical metric in 
determining organic growth. It is 
defined as this year’s written new 
business divided by last year’s 
commissions and fees. 

• Age Banding of Sales Velocity can 
help a firm assess where new 
business and growth are coming 
from and prepare for 
perpetuation. 



   

 

 
Profitability 

 

 
 

Employee Productivity 
 

Pro Forma 
Metrics: 

 
Average 

Top  
Quartile 

# of 
Employees 

8.21  

Revenue 
per Employee 

$118,214 $176,070 

Compensation 
per Employee 

$56,664 $30,727 

Spread 
per Employee 

$61,551 $111,902 

 

 

Rule of 20 Score 

 

 

Notes 
 

Organic Growth & Profitability Scatter Plot 
 

 
Note: Firms identified as outliers have been set to have a maximum growth of 20% or a maximum profitability of 50%. They 
appear on the graph line bordering the chart instead of plotting their actual results. 
 

14.7%

28.4%29.4%

51.2%

Pro Forma Operating
Profit

Pro Forma
EBITDA

Comparison Group Average Top Quartile

20.1 

37.2 

Average Top Quartile

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

35.0%

40.0%

45.0%

50.0%

-10.0% -5.0% 0.0% 5.0% 10.0% 15.0% 20.0%

P
ro

fi
ta

b
il

it
y 

(E
B

IT
D

A
 M

ar
gi

n
)

Organic Growth

• The Rule of 20 measures an 
agency's shareholder returns. It is 
calculated by adding 50% of an 
agency's Pro Forma EBITDA margin 
to its organic commission & fee 
growth rate. An outcome of 20 or 
higher means an agency is likely 
generating, through profit 
distributions and / or share price 
appreciation, a shareholder return 
of approximately 15% - 17%, a 
typical agency / brokerage return 
under normal market conditions. 

• The graph to the right provides a 
look at the Rule of 20 results for 
agencies in this revenue category. 
The solid black line represents all 
combinations of organic growth 
and EBITDA margin that result in a 
Rule of 20 score of 20.  





   

 

 
Regional Distribution 

 

 
 
 

 Northeast 15.2% 

 Midwest 27.3% 

 West 12.1% 

 Southeast 36.4% 

 Southwest 9.1% 
 

Corporate Structure 
 

 

Average Revenues 

 
 

Weighted Average 
Shareholder Age (WASA) 

 

 

Revenue Distribution 
(as a % of Gross Revenue) 

 

 

Organic Growth in Net Commissions & Fees 
(excluding contingents, bonuses & overrides) 

 

 
Account Stratification 

 

  
 < $5K 47.0%   Under 50 lives 78.9% 

 $5K to $10K 20.4%   From 50 to 100 lives 14.1% 

 $10K to $25K 16.4%   Over 100 lives 7.0% 

 $25K to $50K 10.3%    

 > $50K 5.9%    
 

 
Notes 

 

 
 

 
 
 
 
 

 

C 
Corp

27.3%

S 
Corp

60.6%

LLC
12.1%

Sole 
Prop.
0.0%

Commercial 
P&C

47.1%

Personal 
P&C

32.6%

Group 
L/H/F
10.0%

Contingent
/ Bonus/ 
Overrides

9.5%

Other
0.7%

2.8% 3.8% 3.7%

-6.2%

8.1%

14.9% 15.7%

20.4%

Total
Agency

Commercial
P&C

Personal
P&C

Group L/H/F

Median Top Quartile

Commercial P&C Group L&H • Organic growth for this revenue group, hurt 
by a declining Group L/H/F revenue stream, 
dropped to 2.8% this year from 6.5% last 
year. 

• Agencies in this group also lowered the age of 
their shareholder base in the last year, with 
WASA dropping from 53.2 to 52.5. 

Note: Commercial P&C includes Bonds / Surety. Group L/H/F includes Group Medical, All Other Group, and Individual L/H/F. 



 

 
Definitions 

 
Sales Velocity 

 

 
 

Age Banding of Sales Velocity 
 

 
 

 
Book of Business per Producer  

(commissions and fees) 

 

 

 New 
Business 

Average 
Book 

Commercial 
P&C 

 

$50,213 
 

$356,115 

Personal 
P&C 

 

$31,387 
 

$200,842 

Life/Health/ 
Financial 

 

$22,398 
 

$146,600 

Multi- 
Line 

 

$30,606 
 

$310,800 

 
Book of Business by Age 

 

 
 

 
Notes & Definitions 

 
• Weighted average producer age 

(WAPA) is 46. 

 

 
 

Effective NUPP 
 

Group Average: 
 
 
 
 
 
 

 

14.1%

24.6%

Average

Top
Quartile

2.3%

2.3%

5.3%

4.2%

Comparison Group Average

Over age 55

Age 46-55

Age 36-45

Up to age 35

Up to 
age 35
14.3%

Age 36-
45

15.1%

Age 46-
55

28.1%

Over 
age 55
42.5%

  
 

• Effective NUPP, which is the product 
of an agency’s investment in 
unvalidated producers (NUPP) and 
success rate in hiring producers 
(Producer Success Rate), is 
expressed as a percentage of net 
revenue. It is the best overall 
measure of an agency’s 
effectiveness in recruiting and 
developing sales talent. 

• For firms in this revenue category, 
42.5% of total producer books are 
serviced by producers over age 55 – 
the highest percentage in the Study. 

• Sales Velocity is down from 15.4% 
last year to 14.1% this year, also 
contributing to the organic growth 
decline. 

• Commercial lines producers are the 
most productive in this revenue 
group, writing the most new 
business per producer ($50,213) 
and servicing the largest book per 
producer ($356,115). 

• Sales Velocity is a critical metric in 
determining organic growth. It is 
defined as this year’s written new 
business divided by last year’s 
commissions and fees. 

• Age Banding of Sales Velocity can 
help a firm assess where new 
business and growth are coming 
from and prepare for 
perpetuation. 



   

 

 
Profitability 

 

 
 

Employee Productivity 
 

Pro Forma 
Metrics: 

 
Average 

Top  
Quartile 

# of 
Employees 

13.78  

Revenue 
per Employee 

$149,706 $235,960 

Compensation 
per Employee 

$72,653 $49,629 

Spread 
per Employee 

$77,052 $151,521 

 

 

Rule of 20 Score 

 

 

Notes 
 

Organic Growth & Profitability Scatter Plot 
 

 
Note: Firms identified as outliers have been set to have a maximum growth of 20% or a maximum profitability of 50%. They 
appear on the graph line bordering the chart instead of plotting their actual results. 
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Organic Growth

• The Rule of 20 measures an 
agency's shareholder returns. It is 
calculated by adding 50% of an 
agency's Pro Forma EBITDA margin 
to its organic commission & fee 
growth rate. An outcome of 20 or 
higher means an agency is likely 
generating, through profit 
distributions and / or share price 
appreciation, a shareholder return 
of approximately 15% - 17%, a 
typical agency / brokerage return 
under normal market conditions. 

• The graph to the right provides a 
look at the Rule of 20 results for 
agencies in this revenue category. 
The solid black line represents all 
combinations of organic growth 
and EBITDA margin that result in a 
Rule of 20 score of 20.  

 





   

 

 
Regional Distribution 

 

 
 
 

 Northeast 23.4% 

 Midwest 25.5% 

 West 12.8% 

 Southeast 29.8% 

 Southwest 8.5% 
 

Corporate Structure 
 

 

Average Revenues 

 
 

Weighted Average 
Shareholder Age (WASA) 

 

 

Revenue Distribution 
(as a % of Gross Revenue) 

 

 

Organic Growth in Net Commissions & Fees 
(excluding contingents, bonuses & overrides) 

 

 
Account Stratification 

 

  
 < $5K 39.9%   Under 50 lives 58.8% 

 $5K to $10K 15.6%   From 50 to 100 lives 13.9% 

 $10K to $25K 17.4%   Over 100 lives 27.3% 

 $25K to $50K 11.4%    

 > $50K 15.7%    
 

 
Notes 

 

 
 

 
 
 
 
 

 

C 
Corp

19.1%

S 
Corp

63.8%

LLC
17.0%

Commercial 
P&C

51.2%
Personal 

P&C
28.7%

Group 
L/H/F
9.4%

Contingent
/ Bonus/ 
Overrides

9.5%

Other
1.2%

4.9%
6.4%

2.8% 2.3%

14.8%

20.3%

12.8%

19.9%

Total
Agency

Commercial
P&C

Personal
P&C

Group L/H/F

Median Top Quartile

Commercial P&C Group L&H • With an average WASA of 54.3, this revenue 
group had the second-oldest ownership 
group in the Study.   

• Commercial P&C growth more than doubled 
that of Group L/H/F.  Personals lines growth 
also exceeded that for Group L/H/F. 

Note: Commercial P&C includes Bonds / Surety. Group L/H/F includes Group Medical, All Other Group, and Individual L/H/F. 



 

 
Definitions 

 
Sales Velocity 

 

 
 

Age Banding of Sales Velocity 
 

 
 

 
Book of Business per Producer  

(commissions and fees) 

 

 

 New 
Business 

Average 
Book 

Commercial 
P&C 

 

$74,052 
 

$692,637 

Personal 
P&C 

 

$42,927 
 

$267,678 

Life/Health/ 
Financial 

 

$35,047 
 

$319,564 

Multi- 
Line 

 

$62,952 
 

$633,373 

 
Book of Business by Age 

 

 
 

 
Notes & Definitions 

 
• Weighted average producer age 

(WAPA) is 46. 

 

 
 

Effective NUPP 
 

Group Average: 
 
 
 
 
 
 

 

11.4%

17.8%

Average

Top
Quartile

2.1%

2.4%

4.5%

2.4%

Comparison Group Average

Over age 55

Age 46-55

Age 36-45

Up to age 35

Up to 
age 35
11.6%

Age 36-
45

18.9%

Age 46-
55

36.8%

Over 
age 55
32.7%

  
 

• Effective NUPP, which is the 
product of an agency’s investment 
in unvalidated producers (NUPP) 
and success rate in hiring 
producers (Producer Success Rate), 
is expressed as a percentage of net 
revenue. It is the best overall 
measure of an agency’s 
effectiveness in recruiting and 
developing sales talent. 

• With an average of only 11.4%, 
this revenue group had the lowest 
Sales Velocity in the Study. 

• This revenue group’s top quartile 
Sales Velocity generators (17.8%) 
also performed at the lowest level 
among all Study revenue 
categories. 

• Commercial producers 
outperformed L/H/F producers by 
2:1 both in terms of new business 
generated and average books 
serviced. 

• Sales Velocity is a critical metric in 
determining organic growth. It is 
defined as this year’s written new 
business divided by last year’s 
commissions and fees. 

• Age Banding of Sales Velocity can 
help a firm assess where new 
business and growth are coming 
from and prepare for 
perpetuation. 



   

 

 
Profitability 

 

 
 

Employee Productivity 
 

Pro Forma 
Metrics: 

 
Average 

Top  
Quartile 

# of 
Employees 

23.05  

Revenue 
per Employee 

$172,656 $259,846 

Compensation 
per Employee 

$96,760 $62,760 

Spread 
per Employee 

$75,896 $134,429 

 

 

Rule of 20 Score 

 

 

Notes 
 

Organic Growth & Profitability Scatter Plot 
 

 
Note: Firms identified as outliers have been set to have a maximum growth of 20% or a maximum profitability of 50%. They 
appear on the graph line bordering the chart instead of plotting their actual results. 
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Organic Growth

• The Rule of 20 measures an 
agency's shareholder returns. It is 
calculated by adding 50% of an 
agency's Pro Forma EBITDA margin 
to its organic commission & fee 
growth rate. An outcome of 20 or 
higher means an agency is likely 
generating, through profit 
distributions and / or share price 
appreciation, a shareholder return 
of approximately 15% - 17%, a 
typical agency / brokerage return 
under normal market conditions. 

• The graph to the right provides a 
look at the Rule of 20 results for 
agencies in this revenue category. 
The solid black line represents all 
combinations of organic growth 
and EBITDA margin that result in a 
Rule of 20 score of 20.  

 



 



   

 

 
Regional Distribution 

 

 
 
 

 Northeast 26.1% 

 Midwest 21.7% 

 West 8.7% 

 Southeast 23.9% 

 Southwest 19.6% 
 

Corporate Structure 
 

 

Average Revenues 

 
 

Weighted Average 
Shareholder Age (WASA) 

 

 

Revenue Distribution 
(as a % of Gross Revenue) 

 

 

Organic Growth in Net Commissions & Fees 
(excluding contingents, bonuses & overrides) 

 

 
Account Stratification 

 

  
 < $5K 32.1%   Under 50 lives 44.8% 

 $5K to $10K 13.6%   From 50 to 100 lives 21.8% 

 $10K to $25K 20.2%   Over 100 lives 33.3% 

 $25K to $50K 14.0%    

 > $50K 20.1%    
 

 
Notes 

 

 
 

 
 
 
 
 

 

C 
Corp
8.7%

S 
Corp

54.3%

Partner-
ship
6.5%

LLC
28.3%

Other
2.2%

Commercial 
P&C

51.9%
Personal 

P&C
22.1%

Group 
L/H/F
15.9%

Contingent
/ Bonus/ 
Overrides

9.1%

Other
0.9%

3.1% 3.4%

1.3%

3.1%

11.6%
10.3%

13.7%

18.7%

Total
Agency

Commercial
P&C

Personal
P&C

Group L/H/F

Median Top Quartile

Commercial P&C Group L&H • Median organic growth in this revenue group 
was 3.1%, approximately half of the 6.1% 
growth rate for this group in last year’s Study. 

• Up from 54.5 last year, the WASA for this 
revenue group is again the highest of all 
revenue categories. 

Note: Commercial P&C includes Bonds / Surety. Group L/H/F includes Group Medical, All Other Group, and Individual L/H/F. 



 

 
Definitions 

 
Sales Velocity 

 

 
 

Age Banding of Sales Velocity 
 

 
 

 
Book of Business per Producer  

(commissions and fees) 

 

 

 New 
Business 

Average 
Book 

Commercial 
P&C 

 

$67,880 
 

$566,836 

Personal 
P&C 

 

$50,651 
 

$314,777 

Life/Health/ 
Financial 

 

$103,842 
 

$540,743 

Multi- 
Line 

 

$74,564 
 

$557,229 

 
Book of Business by Age 

 

 
 

 
Notes & Definitions 

 
• Weighted average producer age 

(WAPA) is 46. 

 

 
 

Effective NUPP 
 

Group Average: 
 
 
 
 
 
 

 

13.2%

20.9%

Average

Top
Quartile

3.3%

4.0%

3.3%

2.5%

Comparison Group Average

Over age 55

Age 46-55

Age 36-45

Up to age 35

Up to 
age 35
13.6%

Age 36-
45

27.1%

Age 46-
55

29.8%

Over 
age 55
29.5%

  
 

• Effective NUPP, which is the 
product of an agency’s investment 
in unvalidated producers (NUPP) 
and success rate in hiring 
producers (Producer Success Rate), 
is expressed as a percentage of net 
revenue. It is the best overall 
measure of an agency’s 
effectiveness in recruiting and 
developing sales talent. 

• Sales Velocity in this revenue 
group is down from 15.5% last 
year to 13.2% this year, fueling the 
organic growth decline. 

• Producers under age 46 
contributed significantly more to 
Sales Velocity (7.3%) than 
producers over age 46 (5.8%). 

• Agencies in this group have 
increased their producer 
investments in the last year, 
raising Effective NUPP from 0.8% 
to 1.0%. 

• The Effective NUPP of 1.0% for this 
size firms are the highest in the 
Study. 

• Sales Velocity is a critical metric in 
determining organic growth. It is 
defined as this year’s written new 
business divided by last year’s 
commissions and fees. 

• Age Banding of Sales Velocity can 
help a firm assess where new 
business and growth are coming 
from and prepare for 
perpetuation. 



   

 

 
Profitability 

 

 
 

Employee Productivity 
 

Pro Forma 
Metrics: 

 
Average 

Top  
Quartile 

# of 
Employees 

42.80  

Revenue 
per Employee 

$176,606 $235,763 

Compensation 
per Employee 

$106,219 $80,077 

Spread 
per Employee 

$70,386 $107,778 

 

 

Rule of 20 Score 

 

 

Notes 
 

Organic Growth & Profitability Scatter Plot 
 

 
Note: Firms identified as outliers have been set to have a maximum growth of 20% or a maximum profitability of 50%. They 
appear on the graph line bordering the chart instead of plotting their actual results. 
 

12.9%

21.5%

27.2%

34.1%
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Organic Growth

• The Rule of 20 measures an 
agency's shareholder returns. It is 
calculated by adding 50% of an 
agency's Pro Forma EBITDA margin 
to its organic commission & fee 
growth rate. An outcome of 20 or 
higher means an agency is likely 
generating, through profit 
distributions and / or share price 
appreciation, a shareholder return 
of approximately 15% - 17%, a 
typical agency / brokerage return 
under normal market conditions. 

• The graph to the right provides a 
look at the Rule of 20 results for 
agencies in this revenue category. 
The solid black line represents all 
combinations of organic growth 
and EBITDA margin that result in a 
Rule of 20 score of 20.  





   

 

 
Regional Distribution 

 

 
 
 

 Northeast 21.4% 

 Midwest 19.0% 

 West 11.9% 

 Southeast 33.3% 

 Southwest 14.3% 
 

Corporate Structure 
 

 

Average Revenues 

 
 

Weighted Average 
Shareholder Age (WASA) 

 

 

Revenue Distribution 
(as a % of Gross Revenue) 

 

 

Organic Growth in Net Commissions & Fees 
(excluding contingents, bonuses & overrides) 

 

 
Account Stratification 

 

  
 < $5K 21.3%   Under 50 lives 40.6% 

 $5K to $10K 11.0%   From 50 to 100 lives 19.6% 

 $10K to $25K 18.8%   Over 100 lives 39.2% 

 $25K to $50K 15.7%    

 > $50K 33.2%    
 

 
Notes 

 

 
 

 
 
 
 
 

 

C 
Corp

16.7%

S 
Corp

69.0%

Partner-
ship
2.4%

LLC
11.9%

Commercial 
P&C

55.0%Personal 
P&C

14.1%

Group 
L/H/F
20.7%

Contingent
/ Bonus/ 
Overrides

9.1%

Other
1.1%

5.6%
3.5%

5.0%
6.5%

13.1% 13.5%

16.7%

22.4%

Total
Agency

Commercial
P&C

Personal
P&C

Group L/H/F

Median Top Quartile

Commercial P&C Group L&H • At 51.8, this revenue group of BPS agencies 
had the youngest WASA results in the Study. 

• This group posted the highest organic growth 
results (5.6%) achieved in this year’s Study. 

• Group L/H/F growth for this group almost 
doubled that for commercial lines. 

• For this larger group of agents, small Group 
L/H/F (under 50 lives) still represents the 
largest segment of the overall L/H/F book. 

Note: Commercial P&C includes Bonds / Surety. Group L/H/F includes Group Medical, All Other Group, and Individual L/H/F. 



 

 
Definitions 

 
Sales Velocity 

 

 
 

Age Banding of Sales Velocity 
 

 
 

 
Book of Business per Producer  

(commissions and fees) 

 

 

 New 
Business 

Average 
Book 

Commercial 
P&C 

 

$98,533 
 

$931,987 

Personal 
P&C 

 

$70,909 
 

$371,111 

Life/Health/ 
Financial 

 

$136,040 
 

$914,089 

Multi- 
Line 

 

$73,172 
 

$586,179 

 
Book of Business by Age 

 

 
 

 
Notes & Definitions 

 
• Weighted average producer age 

(WAPA) is 46. 

 

 
 

Effective NUPP 
 

Group Average: 
 
 
 
 
 
 

 

14.4%

23.4%

Average

Top
Quartile

3.2%

4.2%

3.5%

3.4%

Comparison Group Average

Over age 55

Age 46-55

Age 36-45

Up to age 35

Up to 
age 35
10.1%

Age 36-
45

26.2%

Age 46-
55

29.6%

Over 
age 55
34.2%

  
 

• Effective NUPP, which is the 
product of an agency’s investment 
in unvalidated producers (NUPP) 
and success rate in hiring 
producers (Producer Success Rate), 
is expressed as a percentage of net 
revenue. It is the best overall 
measure of an agency’s 
effectiveness in recruiting and 
developing sales talent. 

• With a Sales Velocity of 14.4%, this 
revenue group led among all BPS 
revenue categories. 

• Each of the four producer age 
groups delivered comparable 
contributions to Sales Velocity, an 
indication of effective investments 
in next-gen producer talent. 

• Personal lines producers in this 
group delivered the largest new PL 
business results ($70,909) in the 
entire Study. 

• Sales Velocity is a critical metric in 
determining organic growth. It is 
defined as this year’s written new 
business divided by last year’s 
commissions and fees. 

• Age Banding of Sales Velocity can 
help a firm assess where new 
business and growth are coming 
from and prepare for 
perpetuation. 



   

 

 
Profitability 

 

 
 

Employee Productivity 
 

Pro Forma 
Metrics: 

 
Average 

Top  
Quartile 

# of 
Employees 

86.23  

Revenue 
per Employee 

$201,356 $260,901 

Compensation 
per Employee 

$124,427 $94,048 

Spread 
per Employee 

$76,929 $111,708 

 

 

Rule of 20 Score 

 

 

Notes 
 

Organic Growth & Profitability Scatter Plot 
 

 
Note: Firms identified as outliers have been set to have a maximum growth of 20% or a maximum profitability of 50%. They 
appear on the graph line bordering the chart instead of plotting their actual results. 
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Organic Growth

• The Rule of 20 measures an 
agency's shareholder returns. It is 
calculated by adding 50% of an 
agency's Pro Forma EBITDA margin 
to its organic commission & fee 
growth rate. An outcome of 20 or 
higher means an agency is likely 
generating, through profit 
distributions and / or share price 
appreciation, a shareholder return 
of approximately 15% - 17%, a 
typical agency / brokerage return 
under normal market conditions. 

• The graph to the right provides a 
look at the Rule of 20 results for 
agencies in this revenue category. 
The solid black line represents all 
combinations of organic growth 
and EBITDA margin that result in a 
Rule of 20 score of 20.  





   

 

 
Regional Distribution 

 

 
 
 

 Northeast 12.8% 

 Midwest 41.0% 

 West 20.5% 

 Southeast 20.5% 

 Southwest 5.1% 
 

Corporate Structure 
 

 

Average Revenues 

 
 

Weighted Average 
Shareholder Age (WASA) 

 

 

Revenue Distribution 
(as a % of Gross Revenue) 

 

 

Organic Growth in Net Commissions & Fees 
(excluding contingents, bonuses & overrides) 

 

 
Account Stratification 

 

  
 < $5K 13.5%   Under 50 lives 22.6% 

 $5K to $10K 8.6%   From 50 to 100 lives 17.1% 

 $10K to $25K 16.7%   Over 100 lives 60.0% 

 $25K to $50K 15.9%    

 > $50K 45.2%    
 

 
Notes 

 
 

 
 
 
 
 

 

C 
Corp

25.6%

S 
Corp

56.4%

Partner-
ship
2.6%

LLC
12.8%

Other
2.6%

Commercial 
P&C

56.2%Personal 
P&C
6.9%

Group 
L/H/F
27.2%

Contingent
/ Bonus/ 
Overrides

8.5%

Other
1.1%

5.0% 5.1%

2.9%

6.3%

12.2%
13.1%

15.0%

16.9%

Total
Agency

Commercial
P&C

Personal
P&C

Group L/H/F

Median Top Quartile

Commercial P&C Group L&H
• Median organic growth in this revenue group 

was 5.0%, down slightly from the 6.3% 
growth rate for this group in last year’s Study. 

• Group L/H/F was the fastest-growing segment 
of the business for firms in this group, posting 
a 6.3% organic growth rate. 

• Revenue from small accounts (under 50 lives) 
continues to decline for agencies in this 
revenue category, comprising 22.6% of all 
L&H revenue this year versus 23.7% last year. 

Note: Commercial P&C includes Bonds / Surety. Group L/H/F includes Group Medical, All Other Group, and Individual L/H/F. 



 

 
Definitions 

 
Sales Velocity 

 

 
 

Age Banding of Sales Velocity 
 

 
 

 
Book of Business per Producer  

(commissions and fees) 

 

 

 New 
Business 

Average 
Book 

Commercial 
P&C 

 

$116,564 
 

$963,362 

Personal 
P&C 

 

$60,174 
 

$381,296 

Life/Health/ 
Financial 

 

$155,642 
 

$1,025,124 

Multi- 
Line 

 

$137,102 
 

$989,747 

 
Book of Business by Age 

 

 
 

 
Notes & Definitions 

 
• Weighted average producer age 

(WAPA) is 46. 

 

 
 

Effective NUPP 
 

Group Average: 
 
 
 
 
 
 

 

13.7%

20.6%

Average

Top
Quartile

2.6%

3.7%

4.3%

3.1%

Comparison Group Average

Over age 55

Age 46-55

Age 36-45

Up to age 35

Up to 
age 35
10.6%

Age 36-
45

23.3%

Age 46-
55

35.0%

Over 
age 55
31.2%

  
 

• Effective NUPP, which is the 
product of an agency’s investment 
in unvalidated producers (NUPP) 
and success rate in hiring 
producers (Producer Success Rate), 
is expressed as a percentage of net 
revenue. It is the best overall 
measure of an agency’s 
effectiveness in recruiting and 
developing sales talent. 

• Sales Velocity in this group is down 
from 15.3% last year to 13.7% this 
year, fueling the organic growth 
decline.  

• Sales Velocity in agencies this size 
is evenly distributed by age, with 
6.3% Sales Velocity coming from 
producers 45 and younger and 
7.4% from producers over age 45. 

• Agencies in this group have 
increased their producer 
investment in the last year, raising 
Effective NUPP from 0.7% to 0.9%. 

 

• Sales Velocity is a critical metric in 
determining organic growth. It is 
defined as this year’s written new 
business divided by last year’s 
commissions and fees. 

• Age Banding of Sales Velocity can 
help a firm assess where new 
business and growth are coming 
from and prepare for 
perpetuation. 



   

 

 
Profitability 

 

 
 

Employee Productivity 
 

Pro Forma 
Metrics: 

 
Average 

Top  
Quartile 

# of 
Employees 

277.41  

Revenue 
per Employee 

$209,821 $259,953 

Compensation 
per Employee 

$133,400 $105,581 

Spread 
per Employee 

$76,421 $105,984 

 

 

Rule of 20 Score 

 

 

Notes 
 

Organic Growth & Profitability Scatter Plot 
 

 
Note: Firms identified as outliers have been set to have a maximum growth of 20% or a maximum profitability of 50%. They 
appear on the graph line bordering the chart instead of plotting their actual results. 
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Organic Growth

• Pro Forma EBITDA margin (shown 
above) was 20.4% for firms in this 
revenue category, the lowest in 
the Study. 

• The Rule of 20 measures an 
agency's shareholder returns. It is 
calculated by adding 50% of an 
agency's Pro Forma EBITDA margin 
to its organic commission & fee 
growth rate. An outcome of 20 or 
higher means an agency is likely 
generating, through profit 
distributions and / or share price 
appreciation, a shareholder return 
of approximately 15% - 17%, a 
typical agency / brokerage return 
under normal market conditions. 

• The graph to the right provides a 
look at the Rule of 20 results for 
agencies in this revenue category. 
The solid black line represents all 
combinations of organic growth 
and EBITDA margin that result in a 
Rule of 20 score of 20.  





   

 

 

 

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Average Revenues $821,066 $1,796,547 $3,542,720 $7,310,885 $16,636,030 $56,670,736

2016 BPS Average Revenues $822,626 $1,827,251 $3,562,603 $7,067,721 $15,440,231 $55,265,868

Regional Distribution

Northeast 20.0% 15.2% 23.4% 26.1% 21.4% 12.8%

Midwest 30.0% 27.3% 25.5% 21.7% 19.0% 41.0%

West 3.3% 12.1% 12.8% 8.7% 11.9% 20.5%

Southeast 43.3% 36.4% 29.8% 23.9% 33.3% 20.5%

Southwest 3.3% 9.1% 8.5% 19.6% 14.3% 5.1%

Corporate Structure

C Corp 16.7% 27.3% 19.1% 8.7% 16.7% 25.6%

S Corp 53.3% 60.6% 63.8% 54.3% 69.0% 56.4%

Partnership 0.0% 0.0% 0.0% 6.5% 2.4% 2.6%

LLC 26.7% 12.1% 17.0% 28.3% 11.9% 12.8%

Sole Proprietorship 3.3% 0.0% 0.0% 0.0% 0.0% 0.0%

Other 0.0% 0.0% 0.0% 2.2% 0.0% 2.6%

Population Density:

Less than 50,000 60.0% 42.4% 41.3% 23.9% 14.3% 7.9%

50,000 - 250,000 16.7% 42.4% 26.1% 26.1% 21.4% 23.7%

250,000 - 1,000,000 20.0% 6.1% 8.7% 19.6% 19.0% 21.1%

More than 1,000,000 3.3% 9.1% 23.9% 30.4% 45.2% 47.4%

Average Number of Agency Locations 1.4 1.5 2.3 2.6 3.9 8.7

Number of Shareholders:

Low 1.0                    1.0                       1.0                      1.0                      1.0                      1.0                      

Average 1.9                    2.0                       2.9                      3.8                      8.5                      34.7                   

High 4.0                    6.0                       8.0                      11.0                   26.0                   127.0                 

Profile of Largest Shareholder:

Average Age of Largest Shareholder:

Low 34.0                  31.0                    33.0                   39.0                   36.0                   45.0                   

Average 53.5                  54.1                    56.1                   57.0                   55.7                   58.8                   

High 73.0                  66.0                    67.0                   87.0                   73.0                   76.0                   

Average Ownership of Largest SH:

Low 33.3% 25.0% 25.0% 14.0% 12.0% 1.6%

Average 75.8% 75.5% 64.4% 65.3% 39.9% 34.2%

High 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

What percentage of firms have an 

ESOP? 0.0% 0.0% 0.0% 2.2% 14.3% 17.9%

AGENCIES WITH REVENUES OF:



 
 

 

 

53.0 53.2 53.0

54.5

52.0

54.3

52.3 52.5

54.3
54.9

51.8

54.0

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

2016 BPS 2017 BPS

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
Revenue by Source (as % of Gross Revenues):

Property & Casualty:

Commercial Commissions & Fees 31.9% 45.5% 47.5% 49.2% 53.3% 52.6%

Bonds / Surety 0.4% 1.6% 3.7% 2.7% 1.7% 3.6%

Personal Commissions & Fees 56.6% 32.6% 28.7% 22.1% 14.1% 6.9%

Contingent / Bonus 6.5% 9.5% 9.0% 8.4% 7.9% 7.0%

Total P&C 95.5% 89.3% 88.9% 82.6% 77.0% 70.2%

Life & Health / Financial:

Group Medical Comm & Fees 1.0% 4.7% 6.7% 11.0% 14.0% 18.5%

All Other Group Comm & Fees 0.1% 0.8% 1.1% 3.2% 5.1% 7.1%

Individual L/H/F Comm & Fees 2.2% 4.5% 1.6% 1.7% 1.6% 1.6%

Bonus / Overrides 0.5% 0.0% 0.5% 0.7% 1.2% 1.5%

Total L&H / Financial 3.8% 10.0% 9.9% 16.6% 21.9% 28.7%

Investment 0.2% 0.3% 0.2% 0.5% 0.5% 0.3%

Miscellaneous 0.4% 0.4% 1.0% 0.4% 0.6% 0.8%

Gross Revenues 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Brokerage Comm Expense 0.0% 1.5% 0.3% 0.3% 0.9% 2.1%

Net Revenues 100.0% 98.5% 99.7% 99.7% 99.1% 97.9%

All Other Group L/H/F Revenue:

Life 32.7% 33.4% 25.1% 22.5% 22.8% 24.5%

Disability 16.7% 13.9% 21.1% 16.7% 19.2% 18.5%

Dental & Vision 20.1% 33.2% 38.3% 29.2% 30.7% 29.4%

Retirement/Pension 1.1% 0.0% 1.6% 2.5% 4.4% 4.6%

Worksite/Voluntary/Supplement 11.1% 4.1% 5.8% 7.4% 8.9% 9.2%

Long Term Care 7.2% 0.1% 2.7% 2.9% 0.9% 1.6%

Employee Benefits TPA 0.0% 7.7% 1.5% 2.7% 2.7% 1.8%

All Other 11.1% 7.7% 3.9% 16.1% 10.3% 10.5%

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

AGENCIES WITH REVENUES OF:

This is a breakdown of commissions and fees listed under "All Other Group Life, Health, and Financial" revenues.



   

 

 

 
*Insufficient Data 

 

11.8% 13.5% 10.6% 11.1%

25.5%

43.9%

0.0%

9.1% 10.6%

21.7%
16.7%

43.6%

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

2016 BPS 2017 BPS

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Average annualized commissions 

acquired:
* $155,964 $421,447 $394,626 $1,768,627 $2,592,616

AGENCIES WITH REVENUES OF:

0.3% 0.7% 0.7% 0.4% 0.1% 0.4%
2.9% 2.8% 4.1% 3.0% 3.3% 2.2%

17.2%

8.3%

23.2%

7.4%

14.2%

7.8%

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

Low Average High

1.1% 1.4% 1.6% 2.0% 0.2% 2.9%
9.3% 12.1% 14.7% 13.9% 14.1% 10.6%

32.6%

24.5%

39.1% 37.3%
29.5% 30.2%

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

Low Average High



 

 

 
 

Note: Comparison Group Averages are based on the average for each individual line item and therefore may not validate when attempting to replicate calculations.  

Account Size: <$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Commercial P&C
*as measured by commissions and fees

Greater than $50,000

% of Book 5.4% 5.9% 15.7% 20.1% 33.2% 45.2%

# of Accounts 0.4 1.5 3.1 9.3 28.8 117.4

Total Revenue $29,029 $66,406 $311,089 $878,255 $3,154,733 $15,012,760

Revenue per Account $13,105 $30,601 $83,094 $84,015 $105,058 $122,642

Between $25,000 and $50,000

% of Book 3.8% 10.3% 11.4% 14.0% 15.7% 15.9%

# of Accounts 0.6 6.0 6.2 17.4 42.8 136.2

Total Revenue $18,529 $116,205 $204,267 $599,918 $1,490,424 $4,718,144

Revenue per Account $8,138 $22,137 $31,639 $34,246 $33,945 $34,591

Between $10,000 & $25,000

% of Book 11.6% 16.4% 17.4% 20.2% 18.8% 16.7%

# of Accounts 2.1 20.2 21.4 51.7 114.0 303.7

Total Revenue $26,025 $158,927 $321,363 $797,048 $1,775,321 $4,750,488

Revenue per Account $8,195 $13,842 $14,688 $15,105 $15,229 $15,683

Between $5,000 & $10,000

% of Book 12.2% 20.4% 15.6% 13.6% 11.0% 8.6%

# of Accounts 6.2 48.3 41.8 72.2 148.3 347.4

Total Revenue $41,585 $182,758 $284,598 $503,729 $1,034,025 $2,453,792

Revenue per Account $5,172 $6,638 $6,821 $7,000 $6,889 $7,097

Less than $5,000

% of Book 67.0% 47.0% 39.9% 32.1% 21.3% 13.5%

# of Accounts 286.3                808.5                  1,125.3              1,921.8              2,341.8              5,441.7              

Total Revenue $156,264 $391,721 $684,591 $1,105,584 $1,827,255 $4,104,465

Revenue per Account $688 $653 $880 $822 $922 $937

Group L/H/F
*as measured by number of lives

Over 100 Lives

% of Book 0.0% 7.0% 27.3% 33.3% 39.2% 60.0%

# of Accounts 0.0 0.5 6.0 12.2 30.3 155.0

Total Revenue $0 $14,763 $142,927 $675,109 $1,832,174 $10,004,635

Revenue per Account $0 $10,390 $28,359 $46,940 $54,541 $66,300

50-100 Lives

% of Book 5.1% 14.1% 13.9% 21.8% 19.6% 17.1%

# of Accounts 0.1 3.2 5.3 15.3 33.3 119.6

Total Revenue $1,357 $24,143 $69,916 $261,385 $628,786 $2,202,348

Revenue per Account $1,357 $5,095 $12,332 $16,360 $19,939 $21,777

Under 50 Lives

% of Book 94.9% 78.9% 58.8% 44.8% 40.6% 22.6%

# of Accounts 9.0 105.5 82.9 266.3 278.3 1,092.1              

Total Revenue $12,732 $93,408 $186,903 $435,716 $935,324 $2,515,013

Revenue per Account $2,273 $2,318 $4,992 $2,944 $4,163 $4,226

AGENCIES WITH REVENUES OF:



   

 

 
 

*Insufficient Data  
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< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

2016 BPS 2017 BPS

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Specialty Revenue as % of Net Rev 19.5% 32.6% 31.3% 30.3% 36.8% 43.0%

Average Total Specialty Revenue1 $169,933 $599,663 $1,068,187 $2,134,575 $6,097,441 $25,822,664
1 Only for those firms who reported speciality revenues

Specialty Revenues:

% of Comparison Group with this Specialty:

Agriculture 10.0% 15.2% 17.0% 10.9% 7.1% 23.1%

Construction 13.3% 21.2% 23.4% 28.3% 45.2% 69.2%

Energy 3.3% 0.0% 12.8% 8.7% 14.3% 20.5%

Government/ Municipality 13.3% 9.1% 17.0% 8.7% 21.4% 25.6%

Healthcare 6.7% 12.1% 21.3% 10.9% 26.2% 56.4%

Hospitality 6.7% 0.0% 10.6% 10.9% 16.7% 25.6%

Manufacturing 6.7% 3.0% 14.9% 17.4% 16.7% 48.7%

Non-profits 6.7% 15.2% 14.9% 15.2% 31.0% 25.6%

Real Estate 6.7% 15.2% 23.4% 15.2% 35.7% 46.2%

Schools/ Education 13.3% 15.2% 25.5% 19.6% 26.2% 43.6%

Transportation 10.0% 0.0% 6.4% 13.0% 16.7% 41.0%

Other 13.3% 18.2% 23.4% 32.6% 40.5% 53.8%

For firms that specialize in this, what 

% of NR is from this specialty?

Agriculture 6.8% 26.4% 9.1% 3.2% 1.5% 5.4%

Construction 10.1% 23.1% 21.7% 23.7% 17.6% 15.2%

Energy * * 6.7% 9.5% 4.5% 1.5%

Government/ Municipality 8.2% 5.5% 3.4% 3.3% 6.9% 3.6%

Healthcare * 7.4% 6.8% 7.4% 7.4% 8.9%

Hospitality * * 6.8% 4.3% 5.8% 2.0%

Manufacturing * * 6.1% 7.5% 5.3% 7.9%

Non-profits * 9.0% 3.0% 7.2% 3.3% 2.9%

Real Estate * 9.4% 3.3% 9.0% 11.5% 3.6%

Schools/ Education 6.9% 3.9% 3.6% 2.4% 10.0% 3.9%

Transportation 2.0% * 5.1% 5.0% 4.9% 9.5%

Other 8.9% 9.7% 18.5% 10.6% 9.3% 13.1%

AGENCIES WITH REVENUES OF:



 

 

 
*Insufficient Data 

 
Note: The Median is the mid-point in a list of data – it is different than the Mean or Average. Median data cannot be added / subtracted to arrive at related Medians. Each data point 
presented above (Renewal Business %, New Business %, Total Growth %, Organic Growth %, etc.) must be viewed as a discrete Median data point. 

  

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
Revenue Growth by Source:

TOTAL COMMISSIONS & FEES

Renewal Business 93.2% 89.4% 94.1% 89.6% 90.2% 92.9%

New Business 12.0% 13.0% 10.2% 12.2% 12.4% 12.6%

Acquired Business 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Total Growth 4.4% 3.7% 4.9% 3.4% 6.7% 7.6%

Organic Growth 4.4% 3.3% 4.9% 3.1% 5.5% 6.4%

Brokerage Commission Expense * -2.7% -8.1% 16.0% -6.5% 7.3%

Net Commissions and Fees

Total Growth 4.4% 3.7% 4.9% 3.4% 6.7% 7.2%

Organic Growth 4.4% 2.8% 4.9% 3.1% 5.6% 5.0%

2016 BPS Organic Growth 4.2% 6.5% 4.9% 6.1% 7.1% 6.3%

P&C Contingent Income -18.7% -1.7% 2.9% 4.4% 8.3% 13.7%

L/H/F Bonus Income * * 1.2% 1.9% 0.2% 6.0%

Investment Income 2.2% -9.3% 10.7% -6.2% -8.0% 4.1%

Miscellaneous Income 0.0% 0.0% 0.0% 0.0% 0.0% -4.2%

NET REVENUE TOTAL GROWTH 2.4% 5.0% 5.5% 5.2% 6.8% 8.6%

NET REVENUE ORGANIC GROWTH 2.4% 4.8% 5.5% 4.9% 6.6% 6.6%

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
Renewal Business 101.3% 96.3% 102.0% 98.5% 99.6% 99.3%

New Business 22.5% 24.2% 17.6% 20.9% 23.2% 19.9%

Acquired Business 0.7% 2.2% 1.5% 3.7% 3.3% 6.3%

Total Growth 17.6% 9.1% 14.7% 13.6% 15.0% 15.7%

Organic Growth 17.6% 8.1% 14.0% 11.6% 13.1% 12.9%

Brokerage Commission Expense * * * * 35.9% 49.5%

Net Commissions and Fees

Total Growth 17.6% 9.0% 15.4% 13.6% 15.1% 15.1%

Organic Growth 17.6% 8.1% 14.8% 11.6% 13.1% 12.2%

2016 BPS Organic Growth 13.1% 12.7% 15.9% 19.5% 18.0% 15.5%

P&C Contingent Income 39.7% 28.8% 26.9% 32.3% 31.7% 37.4%

L/H/F Bonus Income * * * 35.3% 23.0% 30.0%

Investment Income * 16.5% 37.5% 33.4% 24.1% 26.5%

Miscellaneous Income * * * * * *

NET REVENUE TOTAL GROWTH 16.7% 16.6% 19.5% 14.7% 18.0% 14.5%

NET REVENUE ORGANIC GROWTH 16.7% 15.6% 19.0% 13.0% 16.2% 11.7%

AGENCIES WITH REVENUES OF:
MEDIAN

TOP QUARTILE AGENCIES WITH REVENUES OF:
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< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

2016 BPS Median 2017 BPS Median 2017 BPS Top Quartile

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
REVENUE GROWTH BY LINE OF BUSINESS:

Commercial P&C

Renewal Business 93.8% 91.8% 96.4% 91.0% 92.2% 93.8%

New Business 10.8% 12.6% 10.6% 9.9% 10.1% 10.0%

Acquired Business 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

TOTAL GROWTH 3.1% 4.4% 7.5% 3.7% 3.5% 6.2%

ORGANIC GROWTH 3.1% 3.8% 7.6% 3.7% 3.6% 5.0%

Bonds/Surety

Renewal Business 12.6% 28.8% 59.7% 34.6% 57.2% 83.9%

New Business 0.0% 21.2% 8.8% 10.4% 16.2% 13.4%

Acquired Business 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

TOTAL GROWTH 8.1% 5.6% 2.0% -0.5% -0.1% 7.5%

ORGANIC GROWTH 8.1% 5.6% 2.0% -0.5% -0.1% 7.5%

Personal P&C

Renewal Business 94.4% 90.8% 91.5% 91.3% 92.3% 93.9%

New Business 10.6% 9.5% 9.1% 7.8% 11.3% 9.2%

Acquired Business 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

TOTAL GROWTH 3.1% 4.5% 5.1% 1.4% 5.0% 4.7%

ORGANIC GROWTH 3.1% 3.7% 2.8% 1.3% 5.0% 2.9%

Group Medical 

Renewal Business 5.1% 84.5% 89.4% 88.3% 95.9% 90.0%

New Business 0.0% 5.5% 2.9% 10.5% 12.7% 13.4%

Acquired Business 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

TOTAL GROWTH 6.3% 1.7% 4.0% 3.0% 7.8% 5.3%

ORGANIC GROWTH 6.3% 0.5% 4.0% 3.3% 7.0% 2.9%

All Other Group

Renewal Business 0.0% 0.0% 0.0% 65.5% 91.2% 86.4%

New Business 0.0% 0.0% 0.0% 9.8% 11.1% 11.6%

Acquired Business 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

TOTAL GROWTH * 7.2% -4.8% -0.5% 7.7% 12.1%

ORGANIC GROWTH * 7.2% -4.8% 1.1% 7.2% 8.8%

Individual L/H/F

Renewal Business 44.0% 24.9% 54.8% 48.8% 39.3% 35.8%

New Business 16.9% 12.6% 17.1% 20.6% 41.3% 21.0%

Acquired Business 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

TOTAL GROWTH 3.7% -6.3% -4.0% -10.7% -6.7% -10.0%

ORGANIC GROWTH 3.7% -6.3% -4.0% -10.7% -6.7% -10.4%

AGENCIES WITH REVENUES OF:
MEDIAN



 

*Insufficient Data 
  

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
REVENUE GROWTH BY LINE OF BUSINESS:

Commercial P&C

Renewal Business 113.0% 98.2% 106.3% 99.9% 101.2% 99.8%

New Business 73.8% 34.0% 19.2% 20.1% 23.8% 19.3%

Acquired Business 0.8% 2.0% 1.1% 3.1% 2.2% 5.0%

TOTAL GROWTH 15.1% 16.3% 20.9% 13.7% 15.2% 15.2%

ORGANIC GROWTH 15.1% 15.2% 20.5% 11.7% 13.6% 13.1%

Bonds/Surety

Renewal Business 98.9% 95.8% 104.9% 99.2% 127.0% 108.6%

New Business 217.6% 127.2% 109.9% 84.3% 75.2% 71.8%

Acquired Business 0.1% 8.0% 0.0% 0.1% 0.4% 1.8%

TOTAL GROWTH 43.2% 41.5% 50.4% 53.2% 40.9% 21.2%

ORGANIC GROWTH 43.2% 41.5% 50.4% 53.2% 40.9% 21.1%

Personal P&C

Renewal Business 103.9% 100.1% 100.9% 100.0% 99.7% 105.3%

New Business 21.2% 31.0% 17.9% 25.0% 39.8% 20.2%

Acquired Business 0.4% 0.9% 2.1% 4.4% 2.6% 14.9%

TOTAL GROWTH 20.5% 15.7% 13.2% 16.8% 18.4% 19.0%

ORGANIC GROWTH 20.5% 15.7% 12.8% 13.7% 16.7% 15.0%

Group Medical 

Renewal Business 111.0% 100.6% 145.1% 105.1% 108.8% 112.7%

New Business 23.2% 34.7% 26.2% 28.8% 37.5% 25.9%

Acquired Business 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

TOTAL GROWTH 35.3% 23.9% 21.5% 25.7% 25.0% 25.6%

ORGANIC GROWTH 35.3% 20.5% 21.5% 23.6% 24.3% 21.8%

All Other Group

Renewal Business 80.0% 119.2% 201.0% 127.6% 138.2% 110.0%

New Business 39.0% 14.2% 22.8% 36.5% 132.2% 21.7%

Acquired Business 0.0% 0.0% 0.0% 2.4% 3.8% 4.6%

TOTAL GROWTH * 31.1% 25.7% 26.5% 27.6% 28.5%

ORGANIC GROWTH * 31.1% 25.7% 26.5% 25.3% 27.2%

Individual L/H/F

Renewal Business 99.1% 90.1% 115.2% 116.3% 137.1% 90.5%

New Business 334.9% 61.8% 103.3% 81.8% 157.4% 90.1%

Acquired Business 13.9% 0.0% 0.0% 0.1% 13.1% 26.3%

TOTAL GROWTH 26.7% 19.5% 26.8% 19.7% 17.8% 21.6%

ORGANIC GROWTH 26.7% 19.5% 26.8% 19.7% 17.8% 21.6%

AGENCIES WITH REVENUES OF:
TOP QUARTILE
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<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Up to age 35 Age 36-45 Age 46-55 Over age 55

Sales Velocity is an excellent measure of an agency’s success in writing new business. It is calculated by dividing new 

commission and fee income written by prior year commission and fee income.  

The Age Banding of Sales Velocity takes it a step further by showing Sales Velocity contributions by different producer age 

groupings (35 and under, 36-45, 46-55, over 55). 



 

(expressed as a percentage of pro forma net revenues) 
 

 

Compensation <$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
Payroll

Employees 39.7% 43.7% 45.9% 49.7% 53.0% 52.7%

"Non-employees" (1099 

Prods/outsourced) 2.4% 1.7% 2.6% 3.2% 1.0% 2.8%

Total Payroll 42.1% 45.5% 48.5% 52.9% 54.0% 55.5%

Benefits

Payroll Taxes 3.7% 3.5% 3.1% 3.2% 3.2% 2.9%

Retirement 1.5% 1.7% 2.2% 1.6% 1.6% 1.8%

Insurance 2.5% 3.1% 3.5% 3.2% 3.3% 3.4%

Other 0.5% 0.1% 0.1% 0.2% 0.2% 0.4%

Total Benefits 8.2% 8.5% 9.0% 8.1% 8.2% 8.5%

Total Compensation 50.3% 53.9% 57.6% 61.0% 62.3% 64.1%

Selling

Travel and Ent./Conventions 0.7% 1.4% 1.0% 1.3% 1.4% 2.1%

Automobile Expense 1.0% 0.8% 0.7% 0.7% 0.6% 0.6%

Advertising/Promotions 2.7% 1.7% 1.3% 1.4% 1.1% 1.0%

Total Selling 4.4% 3.9% 3.0% 3.4% 3.1% 3.7%

Operating

Occupancy Expenses 1 4.9% 5.1% 3.9% 4.0% 3.5% 3.5%

Office Equipment Expenses 0.5% 0.5% 0.2% 0.4% 0.4% 0.3%

IT Expenses 3.3% 2.7% 2.4% 2.4% 1.9% 1.7%

Telephone 1.0% 0.9% 0.7% 0.7% 0.5% 0.5%

Postage 0.4% 0.3% 0.3% 0.3% 0.2% 0.2%

Supplies/Printing 1.2% 0.8% 0.9% 0.7% 0.6% 0.5%

Dues/Subscriptions/Contributions 1.0% 0.9% 0.8% 0.8% 0.8% 0.7%

Taxes/Licenses 0.4% 0.4% 0.4% 0.3% 0.3% 0.3%

Insurance 1.8% 1.4% 1.3% 1.4% 1.1% 1.1%

Professional Fees 0.8% 0.9% 0.6% 1.2% 0.8% 1.0%

Bad Debts 0.0% 0.1% 0.1% 0.1% 0.1% 0.1%

Outside Services 0.3% 0.4% 0.8% 1.2% 1.0% 1.3%

Education/Training 0.4% 0.4% 0.4% 0.3% 0.3% 0.3%

Miscellaneous 1.0% 0.6% 0.3% 0.2% 0.3% 0.3%

Total Operating 16.9% 15.5% 13.1% 14.1% 11.8% 11.9%

Administrative

Depreciation 1.4% 0.9% 0.9% 0.5% 0.8% 1.0%

Amortization of Intangibles 0.0% 0.1% 0.0% 0.0% 0.0% 0.0%

Officer Life 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Interest 0.0% 0.0% 0.1% 0.0% 0.0% 0.0%

Other 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Total Administrative 1.4% 1.0% 1.0% 0.5% 0.8% 1.0%

TOTAL EXPENSES (PRO FORMA) 72.9% 74.3% 74.7% 79.0% 78.0% 80.7%

PRO FORMA PRE-TAX PROFIT/LOSS 27.1% 25.7% 25.3% 21.0% 22.0% 19.3%

PRO FORMA EBITDA2 28.4% 26.6% 26.3% 21.5% 22.8% 20.4%

AGENCIES WITH REVENUES OF:

1 For firms that own their building and reported a much lower than peer expense load, we have normalized their occupancy expense.
2 Pro Forma EBITDA reflects normalized income and expenses after discretionary owner expenses are eliminated.  Also excludes all administrative expenses.



   

 

 

 
 

 
 

Note: Operating Profit is pre-tax profit less contingent income and less bonus/override income. 
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Note: Pro Forma EBITDA excludes all administrative expenses (depreciation, amortization of intangibles, officer life, interest and other.) 
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The Rule of 20: <$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
Low -5.8 -2.3 -4.9 -8.4 -17.6 -3.2

Average 20.1 15.3 18.7 14.1 16.6 15.7

High 56.5 32.3 48.3 37.8 38.4 30.2

AGENCIES WITH REVENUES OF:

20.0 19.6
21.9 20.3 20.0

17.4
20.1 

15.3 
18.7 

14.1 
16.6 15.7 

37.2

25.5
29.9

24.0
27.5

24.2

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

2016 BPS Average 2017 BPS Average 2017 BPS Top Quartile

The Rule of 20 measures an agency's shareholder returns. It is calculated by adding 50% of an agency's Pro Forma EBITDA margin to 

its organic commission and fee growth rate. An outcome of 20 or higher means an agency is likely generating, through profit 

distributions and / or share price appreciation, a shareholder return of approximately 15% - 17%, a typical agency / brokerage return 

under normal market conditions.  
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<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Current Ratio 1.15:1 1.87:1 2.18:1 1.74:1 1.55:1 1.44:1

Trust Ratio 2.63:1 2.74:1 1.97:1 1.97:1 2.03:1 1.87:1

Receivables/Payable Ratio 50.8% 43.6% 31.5% 28.4% 41.6% 45.3%

Accounts Receivables: 

% Receivables Aged 61-90 Days 41.3% 15.0% 6.7% 15.1% 11.0% 3.9%

% Receivables Aged Past 90 Days 47.1% 15.9% 20.0% 12.9% 9.2% 4.4%

% of P&C Revenues - Agency Billed 11.7% 14.0% 22.3% 27.6% 40.5% 50.0%

% of P&C Revenues - Direct Billed 88.3% 86.1% 75.6% 68.0% 59.3% 50.0%

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Current Ratio 2.43:1 3.03:1 3.61:1 3.26:1 2.54:1 2.29:1

Trust Ratio * 4.14:1 3.40:1 3.60:1 3.28:1 3.19:1

Receivables/Payable Ratio * 7.3% -11.1% -5.1% 6.6% 15.0%

Accounts Receivables: 

% Receivables Aged 61-90 Days * 1.0% -36.8% -7.1% -2.9% 0.2%

% Receivables Aged Past 90 Days * -7.6% -22.0% -16.2% -12.4% -3.0%

AGENCIES WITH REVENUES OF:

AVERAGE

TOP QUARTILE

AGENCIES WITH REVENUES OF:

10.9% 12.2%
15.0%

12.5%

6.0%
10.0%

29.4% 27.8%

32.9%
29.1%

24.6%
27.7%

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

Average Top Quartile



 

 

 
 

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
Number of IT Employees

(includes regularly outsourced IT support staff) 0.1                    0.2                       0.3                      0.7                      1.6                      6.2                      

IT Payroll as % of Pro Forma Net Rev 0.0% 0.0% 0.4% 0.5% 0.7% 0.9%

IT Expense as % of Pro Forma Net Rev 3.3% 2.7% 2.4% 2.4% 1.9% 1.7%

AMS360 36.7% 33.3% 46.8% 34.8% 28.6% 12.8%

EPIC 6.7% 15.2% 17.0% 23.9% 31.0% 41.0%

EZLynx 3.0%

Other 6.7% 3.0% 2.2%

Sagitta 4.3% 11.9% 28.2%

SIS - Partner XE 13.3% 2.1%

TAM 16.7% 42.4% 31.9% 34.8% 23.8% 7.7%

Vision 7.7%

Xanatek 2.1%

Xdimensional Tech. - Nexsure 2.4%

Technology Utilization:

Texting with clients 80.0% 73.0% 65.0% 67.0% 59.0% 69.0%

Use of tablets/smartphones 90.0% 97.0% 93.0% 89.0% 95.0% 97.0%

Agency eSignature solutions 70.0% 67.0% 67.0% 76.0% 62.0% 79.0%

Carrier eSignature solutions 67.0% 64.0% 72.0% 71.0% 56.0% 64.0%

Activity notifications from carrier 97.0% 91.0% 89.0% 83.0% 86.0% 85.0%

Paperless or e-documents 100.0% 91.0% 98.0% 91.0% 98.0% 100.0%

Marketing: 

Website 100.0% 97.0% 100.0% 100.0% 98.0% 100.0%

     Mobile adaptable website 77.0% 76.0% 80.0% 78.0% 71.0% 74.0%

Social Media 97.0% 94.0% 84.0% 100.0% 98.0% 95.0%

      Facebook 97.0% 94.0% 87.0% 96.0% 90.0% 82.0%

      Twitter 57.0% 41.0% 50.0% 63.0% 69.0% 85.0%

      LinkedIn 73.0% 78.0% 78.0% 87.0% 100.0% 97.0%

      Google+ 43.0% 56.0% 56.0% 49.0% 38.0% 49.0%

Customer portal 23.0% 28.0% 50.0% 63.0% 79.0% 82.0%

Digital content - blogs, webinars 52.0% 55.0% 61.0% 67.0% 79.0% 87.0%

Processing technologies:

Paperless or e-documents 97.0% 91.0% 93.0% 93.0% 98.0% 97.0%

Secure email 67.0% 73.0% 85.0% 87.0% 91.0% 100.0%

Electronic Funds Transfer (EFT) 93.0% 88.0% 89.0% 93.0% 86.0% 95.0%

Online application 67.0% 64.0% 67.0% 61.0% 42.0% 46.0%

Online chat assistance 43.0% 30.0% 41.0% 24.0% 12.0% 23.0%

Mobile app (manage accounts) 30.0% 18.0% 24.0% 31.0% 21.0% 28.0%

Electronic Communications Used: 

(excl. comp, hardware depreciation & software amortization)

AGENCIES WITH REVENUES OF:

Top 5 Agency Mgmt Systems Used in Home Office:

The Technology Utilization section above includes new metrics for this year’s Study. Revenue size may be an indicator in 

technology adoption and use when communicating to clients, marketing services, and ease of business processing. 



   

 

 

 
 

Note: Pro Forma Revenue per Employee includes 1099 and outsourced employees. 
 

 

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Total Number of FTE Employees: 8.21                  13.78                  23.05                 42.80                 86.23                 277.41               

2017 BPS Pro Forma Rev per Employee $118,214 $149,706 $172,656 $176,606 $201,356 $209,821

2016 BPS Pro Forma Rev per Employee $120,324 $141,028 $177,994 $177,093 $200,978 $207,548

Pro Forma Compensation per EE $56,664 $72,653 $96,760 $106,219 $124,427 $133,400

Pro Forma Spread per Employee $61,551 $77,052 $75,896 $70,386 $76,929 $76,421

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Pro Forma Revenue per Employee $176,070 $235,960 $259,846 $235,763 $260,901 $259,953

Pro Forma Compensation per EE $30,727 $49,629 $62,760 $80,077 $94,048 $105,581

Pro Forma Spread per Employee $111,902 $151,521 $134,429 $107,778 $111,708 $105,984

AGENCIES WITH REVENUES OF:

AGENCIES WITH REVENUES OF:
TOP QUARTILE

AVERAGE

$118.2
$149.7

$172.7 $176.6
$201.4 $209.8

$176.1 

$236.0 
$259.8 

$235.8 
$260.9 $260.0 

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

Average Top Quartile

$56.7 $72.7
$96.8 $106.2

$124.4 $133.4

$30.7 
$49.6 $62.8 

$80.1 $94.0 $105.6 

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

Average Top Quartile



 

 
 

 

 
*Insufficient Data  

$61.6 $77.1 $75.9 $70.4 $76.9 $76.4
$111.9 

$151.5 
$134.4 

$107.8 $111.7 $106.0 

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

Average Top Quartile

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
Number of HR Employees 0.3                    0.3                       0.6                      0.7                      1.1                      3.4                      

HR Payroll as % of Net Rev 1.9% 1.1% 1.0% 0.7% 0.5% 0.6%

Number of Accounting Employees 0.6                    0.7                       1.0                      2.0                      3.2                      9.6                      

Accounting  Payroll as % of Net Rev 2.6% 2.2% 1.6% 1.6% 1.4% 1.1%

Number of Marketing Employees 1.0                    0.9                       0.9                      1.8                      3.3                      9.3                      

Marketing Payroll as % of Net Rev 5.4% 1.8% 1.6% 1.6% 1.4% 1.3%

Service and Sales Support Staff

PROPERTY & CASUALTY

Number of Staff:

Commercial 1.2                    2.8                       5.8                      11.3                   24.7                   88.9                   

Personal 2.1                    2.9                       4.8                      7.4                      10.2                   17.8                   

P&C Value Added Service Staff -                    0.1                       0.2                      1.2                      3.6                      12.8                   

Avg. Line of Business Revenue per Staff:

Commercial $242,767 $341,775 $356,684 $353,929 $387,037 $381,519

Personal $206,196 $226,714 $214,682 $215,861 $247,514 $210,845

P&C Value Added Service Staff $28,222 $335,136 $725,679 $1,949,395 $4,494,485 $3,168,492

Payroll as % of Line of Business Revenue:

Commercial 70.6% 16.5% 16.8% 17.1% 18.3% 19.0%

Personal 22.0% 20.0% 20.5% 22.0% 24.8% 27.7%

P&C Value Added Service Staff * 1.9% 1.4% 2.4% 2.7% 3.2%

LIFE & HEALTH / FINANCIAL

Number of Staff:

Life & Health / Financial 0.1 0.5 0.9 3.0 8.5 42.5

L&H/F Value Added Service Staff 0.0 0.0 0.0 0.3 1.3 4.5

Avg. Line of Business Revenue per Staff:

Life & Health / Financial $40,813 $133,717 $236,001 $331,010 $453,244 $389,261

L&H/F Value Added Service Staff $4,665 $0 $301,876 $437,448 $973,251 $3,870,019

Payroll as % of Line of Business Revenue:

Life & Health / Financial 36.3% 16.9% 24.4% 15.5% 16.5% 20.5%

L&H/F Value Added Service Staff * * * 4.2% 4.9% 3.0%

AGENCIES WITH REVENUES OF:



   

 

 

 
 

 

Agency Commission Structure: <$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
New Rate:

Commercial P&C 43.0% 39.1% 42.7% 42.0% 39.8% 39.9%

Bonds/Surety 43.8% 40.2% 42.8% 42.0% 39.1% 35.4%

Small Commercial P&C 44.3% 40.0% 41.1% 42.0% 36.5% 38.6%

Personal P&C 39.9% 37.8% 40.7% 42.0% 39.0% 38.3%

Group Medical 42.0% 42.2% 43.9% 41.2% 40.6% 39.6%

Other Group L/H/F 47.1% 43.2% 43.9% 41.0% 40.0% 40.0%

Individual L/H/F 48.8% 49.7% 47.6% 44.8% 42.4% 44.1%

Renewal Rate:

Commercial P&C 27.0% 30.1% 30.5% 27.9% 28.3% 26.7%

Bonds/Surety 29.4% 29.6% 30.4% 27.8% 29.3% 27.1%

Small Commercial P&C 26.2% 28.4% 27.1% 25.9% 20.8% 15.4%

Personal P&C 24.6% 23.8% 22.9% 18.4% 17.2% 17.3%

Group Medical 23.3% 34.2% 32.9% 31.2% 28.9% 27.2%

Other Group L/H/F 32.9% 31.6% 30.7% 29.0% 28.1% 26.2%

Individual L/H/F 19.4% 31.3% 26.5% 25.0% 18.7% 27.8%

Commercial P&C $40 $543 $702 $1,466 $1,750 $2,786

Bonds/Surety $31 $289 $144 $852 $917 $1,214

Small Commercial P&C $31 $254 $101 $703 $963 $1,052

Personal P&C $16 $115 $29 $250 $286 $848

Group Medical $0 $118 $261 $698 $1,459 $2,206

Other Group L/H/F $0 $6 $72 $501 $1,158 $1,953

Individual L/H/F $0 $5 $32 $435 $186 $339

Additional Benefits Paid (% of agencies 

providing this benefit to producers):

Travel and Entertainment 40.0% 69.7% 76.6% 78.3% 78.6% 76.9%

Health Benefits 40.0% 81.8% 89.4% 82.6% 90.5% 89.7%

Automobile 16.7% 48.5% 53.2% 47.8% 47.6% 56.4%

AGENCIES WITH REVENUES OF:

Minimum Threshold (minimum account size on which 

commissions are paid) :

46.9

49.6
48.7 48.9 49.7 50.0

47.7

50.9
49.9

48.7
49.9 50.0

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

2016 BPS 2017 BPS



 

 

 
*Insufficient Data 

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
Commercial P&C

Number of Validated Producers 0.2                    1.4                       2.3                      5.0                      9.4                      26.0                   

Average New Commissions $18,473 $50,213 $74,052 $67,880 $98,533 $116,564

Average Book Serviced $148,781 $356,115 $692,637 $566,836 $931,987 $963,362

Average Compensation $45,909 $141,720 $190,925 $175,830 $264,194 $300,593

Avg. Comp. as % of Book 33.9% 34.9% 32.2% 32.0% 30.5% 31.2%

Top 25% Avg New Commissions * $123,556 $178,202 $127,592 $181,951 $203,772

Top 25% Average Book Serviced * $657,388 $1,662,818 $965,649 $1,691,108 $1,530,672

Personal P&C

Number of Validated Producers 0.6                    0.5                       0.6                      1.1                      2.4                      2.2                      

Average New Commissions $23,560 $31,387 $42,927 $50,651 $70,909 $60,174

Average Book Serviced $147,918 $200,842 $267,678 $314,777 $371,111 $381,296

Average Compensation $54,546 $56,606 $113,842 $87,692 $112,941 $105,453

Avg. Comp. as % of Book 38.9% 28.8% 39.8% 27.7% 32.1% 28.6%

Top 25% Avg New Commissions * $48,563 $79,590 $106,585 $129,572 $106,634

Top 25% Average Book Serviced $354,353 $253,367 $430,811 $626,014 $598,129 $692,630

Life/Health/Financial

Number of Validated Producers 0.1                    0.3                       0.4                      1.2                      2.9                      10.9                   

Average New Commissions $22,875 $22,398 $35,047 $103,842 $136,040 $155,642

Average Book Serviced $28,709 $146,600 $319,564 $540,743 $914,089 $1,025,124

Average Compensation $49,864 $58,362 $154,519 $180,842 $277,032 $308,982

Avg. Comp. as % of Book * 37.3% 39.5% 33.5% 31.9% 32.2%

Top 25% Avg New Commissions * * $69,396 $191,742 $277,197 $283,531

Top 25% Average Book Serviced * $290,109 $736,815 $1,093,027 $1,612,848 $1,649,340

Multi-l ine

Number of Validated Producers 0.4                    0.6                       1.0                      1.3                      1.3                      2.3                      

Average New Commissions $30,122 $30,606 $62,952 $74,564 $73,172 $137,102

Average Book Serviced $233,091 $310,800 $633,373 $557,229 $586,179 $989,747

Average Compensation $89,273 $96,665 $170,073 $147,676 $172,438 $362,744

Avg. Comp. as % of Book 33.6% 32.6% 31.5% 29.1% 31.3% 33.3%

Top 25% Avg New Commissions $57,657 $46,277 $141,850 $160,300 $163,766 $308,595

Top 25% Average Book Serviced $495,667 $554,026 $1,502,231 $1,040,974 $1,311,352 $2,150,416

% Total Book by Producer Age:

Up to age 35 21.7% 14.3% 11.6% 13.6% 10.1% 10.6%

Age 36-45 18.1% 15.1% 18.9% 27.1% 26.2% 23.3%

Age 46-55 26.5% 28.1% 36.8% 29.8% 29.6% 35.0%

Over age 55 33.7% 42.5% 32.7% 29.5% 34.2% 31.2%

AGENCIES WITH REVENUES OF:
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$18.5
$50.2

$74.1 $67.9
$98.5

$116.6

*

$123.6

$178.2

$127.6

$182.0
$203.8

< $1.25M $1.25-$2.5M $2.5-$5.0M $5.0-$10.0M $10.0-$25.0M > $25.0M

Average Top 25%

$23.6 $31.4
$42.9 $50.7

$70.9 $60.2

*

$48.6
$79.6

$106.6
$129.6

$106.6

< $1.25M $1.25-$2.5M $2.5-$5.0M $5.0-$10.0M $10.0-$25.0M > $25.0M

Average Top 25%

$22.9 $22.4
$35.0

$103.8
$136.0

$155.6

* *

$69.4

$191.7

$277.2 $283.5

< $1.25M $1.25-$2.5M $2.5-$5.0M $5.0-$10.0M $10.0-$25.0M > $25.0M

Average Top 25%

$30.1 $30.6

$63.0 $74.6 $73.2

$137.1

$57.7 $46.3

$141.8
$160.3 $163.8

$308.6

< $1.25M $1.25-$2.5M $2.5-$5.0M $5.0-$10.0M $10.0-$25.0M > $25.0M

Average Top 25%
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$148.8
$356.1

$692.6 $566.8

$932.0 $963.4

*

$657.4

$1,662.8

$965.6

$1,691.1
$1,530.7

< $1.25M $1.25-$2.5M $2.5-$5.0M $5.0-$10.0M $10.0-$25.0M > $25.0M

Average Top 25%

$147.9 $200.8
$267.7 $314.8 $371.1 $381.3$354.4 $253.4

$430.8
$626.0 $598.1 $692.6

< $1.25M $1.25-$2.5M $2.5-$5.0M $5.0-$10.0M $10.0-$25.0M > $25.0M

Average Top 25%

$28.7 $146.6
$319.6

$540.7

$914.1 $1,025.1

*
$290.1

$736.8

$1,093.0

$1,612.8 $1,649.3

< $1.25M $1.25-$2.5M $2.5-$5.0M $5.0-$10.0M $10.0-$25.0M > $25.0M

Average Top 25%

$233.1 $310.8

$633.4 $557.2 $586.2

$989.7

$495.7 $554.0

$1,502.2

$1,041.0
$1,311.4

$2,150.4

< $1.25M $1.25-$2.5M $2.5-$5.0M $5.0-$10.0M $10.0-$25.0M > $25.0M

Average Top 25%



   

 

 

 
 

 

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Number of Unvalidated Producers 0.5                    0.7                       1.4                      2.7                      6.1                      15.6                   

Average New Commissions $10,381 $5,796 $20,659 $26,007 $40,984 $35,818

Average Book Serviced $14,223 $14,398 $47,723 $60,476 $88,764 $107,877

Avg Estimated Annual Compensation $31,094 $43,003 $59,384 $66,996 $71,539 $90,279

TOP QUARTILE

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Number of Unvalidated Producers 1.9                    2.0                       3.6                      5.4                      11.5                   34.5                   

Average New Commissions $38,489 $19,598 $63,079 $64,298 $81,848 $78,002

Average Book Serviced $52,241 $48,208 $163,172 $150,379 $197,362 $236,187

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
NUPP:

Net Investment in Unvalidated Producer Pay

Low 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Average 0.7% 1.4% 1.5% 1.7% 1.4% 1.6%

High 6.5% 9.2% 5.0% 7.7% 4.8% 7.3%

Top Quartile 2.7% 4.7% 3.8% 3.4% 3.0% 3.5%

2016 BPS Average NUPP 1.6% 1.0% 0.9% 1.2% 1.4% 1.3%

Producer Success Rate 66.3% 59.2% 56.9% 56.9% 58.9% 58.5%

AGENCIES WITH REVENUES OF:

AGENCIES WITH REVENUES OF:
AVERAGE

AGENCIES WITH REVENUES OF:

1.3%

0.7% 0.6%
0.8% 0.9%

0.7%
0.5%

0.8% 0.9% 1.0%
0.8% 0.9%

1.6%
1.8% 1.7% 1.6% 1.7%

2.0%

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

2016 BPS Average 2017 BPS Average 2017 BPS Top Quartile

NUPP (Net Investment in Unvalidated Producer Pay), expressed as a percentage of net revenue, is the difference between what 
an agency pays its unvalidated producers and what the producers would earn under the agency’s normal commission schedule.  
It is an excellent metric to assess the financial investment an agency is making in its next generation of producer talent.  

Effective NUPP, which is the product of an agency’s investment in unvalidated producers (NUPP) and success rate in hiring 
producers (Producer Success Rate), is expressed as a percentage of net revenue. It is the best overall measure of an agency’s 
effectiveness in recruiting and developing sales talent. 
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<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
% of Agencies that Hired New 

Producers Last Year 20.0% 42.4% 46.8% 67.4% 90.5% 97.4%

# of New Producers Hired Last Year 1.3                    1.3                       1.4                      1.9                      2.6                      6.8                      

Avg annualized wages per prod hired $41,279 $51,021 $63,533 $72,860 $79,349 $97,396

# New Producers Hired past 5 Yrs 1.0                    1.0                       3.0                      4.0                      9.5                      23.0                   

Producer Success Rate past 5 years 66.3% 59.2% 56.9% 56.9% 58.9% 58.5%

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
 # of New Producers Hired Last Year * 2.0                       2.2                      3.3                      5.3                      14.7                   

Avg annualized wages per prod hired * $93,781 $125,288 $134,038 $137,229 $162,588

 # New Produceres Hired past 5 Yrs 4.0                    4.0                       4.0                      4.0                      4.0                      4.0                      

Producer Success Rate past 5 years 100.0% 100.0% 97.1% 91.6% 80.9% 81.2%

Recruiting & Development Techniques: <$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M

Recruiting:

Targeted college recruiting 

efforts/programs * 31.8% 25.0% 31.0% 38.1% 61.5%

Use of outside recruiters * 36.4% 25.0% 50.0% 61.9% 69.2%

Use of social media as a recruiting 

tool 18.8% 54.5% 46.9% 69.0% 78.6% 87.2%

Assessment:

Testing (sales, personality, 

intelligence capabilities, call  

reluctance, etc.) 62.5% 81.8% 81.3% 88.1% 90.5% 84.6%

Development:

Internship * 40.9% 31.3% 42.9% 50.0% 59.0%

Mentorship 68.8% 59.1% 78.1% 92.9% 83.3% 97.4%

Technical training:

Internal 75.0% 81.8% 84.4% 95.2% 90.5% 89.7%

External 81.3% 63.6% 84.4% 83.3% 88.1% 82.1%

Sales training:

Internal 68.8% 77.3% 78.1% 95.2% 92.9% 94.9%

External 75.0% 72.7% 84.4% 88.1% 81.0% 69.2%

Selling structure:

Required specialization 18.8% 22.7% 21.9% 28.6% 28.6% 43.6%

Team selling 43.8% 72.7% 56.3% 76.2% 83.3% 89.7%

Assigned accounts 20.0% 54.5% 55.3% 65.2% 66.7% 71.8%

AGENCIES WITH REVENUES OF:

AGENCIES WITH REVENUES OF:

AGENCIES WITH REVENUES OF:

AVERAGE

TOP QUARTILE



   

 

 
 

 

 
  

31.4% 26.3% 21.1% 22.5% 24.6% 23.8%

48.6%

23.7% 31.1% 29.9% 32.1% 36.4%

14.3%

28.9%
32.2% 31.0%

31.9% 26.6%

5.7%
21.1% 15.6% 16.6% 11.5% 13.1%

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

Under 35 from WITHIN the Industry

Over 35 from WITHIN the Industry

Under 35 from OUTSIDE the Industry

Over 35 from OUTSIDE the Industry

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
Carrier Representation:

Commercial P&C

# of National Carriers 5.4                    5.7                       10.6                   21.1                   30.1                   72.5                   

# of Regional Carriers 4.8                    6.8                       11.9                   14.6                   20.5                   46.6                   

Total 10.2                  12.5                    22.5                   35.7                   50.6                   119.1                 

Personal P&C

# of National Carriers 5.5                    4.4                       5.6                      10.6                   10.5                   17.0                   

# of Regional Carriers 5.4                    6.5                       7.4                      8.2                      8.0                      16.1                   

Total 10.9                  10.9                    13.0                   18.8                   18.5                   33.1                   

Life & Health/Financial 5.5                    8.0                       10.2                   24.4                   39.8                   79.1                   

Commission Income from Top Carriers:

Top P&C Carrier 31.2% 27.2% 21.6% 15.5% 11.7% 7.7%

Top 3 P&C Carriers 50.1% 43.5% 36.6% 27.4% 22.8% 15.4%

Top L/H/F Carrier 2.4% 4.6% 3.9% 5.2% 8.3% 5.6%

Top 3 L/H/F Carriers 2.8% 6.2% 6.0% 8.7% 14.2% 10.5%

AGENCIES WITH REVENUES OF:



 

 
 

50.1%
43.5%

36.6%
27.4% 22.8%

15.4%

2.8% 6.2% 6.0% 8.7%
14.2% 10.5%

< $1.25M $1.25M-$2.5M $2.5M-$5.0M $5.0M-$10.0M $10.0M-$25.0M > $25.0M

P&C L/H/F

<$1.25M $1.25-$2.5M $2.5-$5M $5-$10M $10-$25M >$25M
Breakdown by line for top P&C carriers:

Personal 70.3% 43.0% 45.1% 36.1% 25.0% 11.1%

Small Commercial 21.6% 37.7% 25.9% 22.7% 12.1% 11.5%

Mid/Large Commercial 8.1% 19.3% 29.0% 41.2% 63.0% 77.4%

Breakdown by line for top 3 P&C carriers:

Personal 66.1% 42.9% 40.9% 35.2% 25.8% 13.2%

Small Commercial 26.7% 39.9% 26.3% 20.6% 13.5% 13.9%

Mid/Large Commercial 7.2% 17.2% 32.8% 44.2% 60.7% 72.9%

Service Center Usage:

% by Line of Business

Commercial Lines Commission 3.6% 1.9% 0.1% 1.1% 1.5% 0.7%

Personal Lines Commission 10.3% 44.2% 49.9% 28.4% 24.5% 27.3%

AGENCIES WITH REVENUES OF:



   



  



   

 
In addition to the average results for each study group, the BPS provides insights on how the “best of the best” are operating. This 

table will help you understand the terms used to report this information. 

HEADING REFERS TO 

Average The average result achieved by all the firms in the study group for a particular factor.  

Low The lowest result achieved in the peer group for a particular factor.  

High The highest result achieved in the peer group for a particular factor. 

Top Quartile  The average results achieved by the Top 25% of the firms in the group for that particular factor or line item.  

Median The mid-point in a list of results achieved by all the firms in the study group for a particular factor.   

 

(As reported for most recently completed fiscal year-end and stated as a percentage of gross revenues) 

Property & Casualty: 

1) Commercial Commissions & Fees — Commissions and fees for the sale of commercial P&C insurance. Includes items often 
considered "value-added services," (e.g., revenues from workers' comp TPA, loss control, engineering, risk management, 
consulting services, self-insurance programs, underwriting and claims services, additional carrier compensation or 
reimbursements for services provided on their behalf, etc.). 

2) Bonds / Surety — Commissions from the sale of bonds (surety, fidelity, etc.). 

3) Personal Commissions & Fees - Commissions (both direct and agency-billed), and fees earned in lieu of commissions for the sale 
of personal P&C insurance. 

4) Contingent / Bonus — Profit sharing, bonus, and supplemental income received from insurance carriers. 

5) Total P&C — The sum of items 1 – 4. 

Life & Health / Financial 

6) Group Medical Commissions & Fees — Commissions & fees from the sale of group health/medical insurance. 

7) All Other Group Commissions & Fees — Commissions and fees from the sale of all other employee benefits products and 
services. Includes group life, dental, disability, pension, retirement plan, PEOs, investment products, and any revenue from 
delivery of value added services (VAS) - i.e., benefits, TPA HR/wellness/other consulting services, actuarial services, risk 
management, cost containment, and any other related to employee benefits, life and health, or financial services. 

8) Individual Commissions & Fees — Commissions & fees from the sale of individual life, health, dental, disability & investment 
products. 

9) Bonus / Overrides — Bonus or incentive payments paid to agency for L&H promotion (usually for volume, persistency, growth, 
etc.). 

10) Total L&H / Financial — The sum of items 6 – 9.



 
11) Investments — Income from interest, dividends, premium finance, late charges, gains/losses on sales of marketable securities. 

12) Miscellaneous — Income from countersignature fees, gains/losses on fixed or intangible assets, life insurance proceeds, and 
other income not included in one of the other revenue categories. 

13) Gross Revenues — The sum of items 5, 10, 11 & 12. 

14) Brokerage Commission Expense — Commissions paid to other agencies or outside brokers. Does NOT include in-house 1099 
producers, who are included with “Payroll - Non-Employees - 1099 Producers / Outsourced Labor.”  

15) Net Revenues — Gross Revenues less Brokerage Commission Expense. 

 

(As reported for most recently completed fiscal year-end and stated as a percentage of net revenues) 

Compensation  

Payroll: The following payroll breakdown is for the entire agency, including agency owners: 

16) Employees — All expensed payroll, including salaries, commissions, bonuses, management fees, and discretionary owner 
compensation. Does NOT include "S" corporation distributions. 

17) Non-Employees - 1099 Producers / Outsourced Labor — Commissions, bonuses for agency's producers compensated on a 1099.  
Also includes expense for outside temporary staffing and temp-to-perm staffing, as well as expenses for outsourced services 
such as Patra or ResourcePro. 

18) Total Payroll — The sum of items 16 – 17. 

Benefits 

19) Payroll Taxes — All payroll taxes (SS, FICA, FUTA, SUTA, etc.). 

20) Retirement — Expenses related to a 401(k), ESOP/ESOT, pension, and other miscellaneous retirement benefits. 

21) Insurance — Health insurance, medical reimbursements, life insurance, disability insurance, etc. Does NOT include Officer or Key 
Person life, which is included with “Administrative - Officer Life.”  

22) Other – Wellness programs, employee assistance plans, health club memberships, and employee gifts, etc. 

23) Total Benefits — The sum of items 19 - 22. 

24) Total Compensation — The sum of items 18 & 23. 

Selling 

25) Travel & Entertainment/Conventions — Airfare, meals, hotels, social/country club dues, convention related expenses.  Does 
NOT include professional dues/memberships, which are included in “Operating - Dues/Subscriptions/Contributions.”  

26) Automobile Expense — Lease, gas, maintenance/repair, employee parking, mileage allowances, etc. Does NOT include 
employee auto insurance, which are included under "Insurance" in Operating section; also exclude auto depreciation, which is 
included under "Depreciation" in Administrative section. 

27) Advertising / Promotion — Promotional / advertising materials, target marketing services, fees paid to advertising or public 
relations agencies, media buys, contest rewards, customer relations functions, gifts, telemarketing, etc.  



   

 
28) Total Selling — The sum of items 25, 26 & 27. 

 
Operating 

29) Occupancy Expenditures — Total rent, utilities, building/grounds maintenance, property taxes, janitorial services, storage & 
other building related expenses. Should be net of rental/sublet income. Does NOT include building depreciation or leasehold 
amortization, which are included in “Administration – Depreciation.”  

30) Office Equipment Expenses — Leased and expensed equipment purchases and equipment maintenance for copiers, telephone 
& fax, postage meters, office furniture & fixtures. Does NOT include leased IT equipment, which is included in “Operating - IT 
Expenses.”  Does NOT include depreciation, which is included in “Administration – Depreciation.”  

31) IT Expenses — Expensed/leased computer hardware, software, license fees, maintenance and maintenance contracts, website 
development/maintenance, website hosting, internet connections, automation related training, regularly outsourced IT 
support, etc. Does NOT include equipment depreciation, section 179 items, or software amortization, which are included in 
“Administration – Depreciation.”  

32) Telephone — Local & long distance, cellular telephone, and fax expenses. Does NOT include leased telephone equipment, which 
is included in “Operating - Office Equipment Expense.”  

33) Postage — Postage, Express mail, FedEx, UPS, or courier services. Does NOT include postage machines, which are included in 
“Operating - Office Equipment Expense.”  

34) Supplies / Printing — Office supplies, paper, copying/printing, coffee/soft drinks/break room expenses. 

35) Dues / Subscriptions/ Contributions — Professional dues/membership fees, periodical & information services subscriptions, 
contributions. 

36) Taxes / Licenses — Insurance licenses, miscellaneous local & franchise taxes, sales tax, other property taxes, and license fees.   
Does NOT include occupancy-related property taxes, which are included with “Operating – Occupancy Expense.”  Does NOT 
include payroll-related taxes, which are included with “Payroll – Payroll Tax.” 

37) Insurance —Property & casualty insurance, including employee auto insurance and workers’ compensation, and payments for 
E&O claims /settlements. 

38) Professional Fees — Expenses for CPAs, lawyers, consultants and other outside advisors. Does NOT include directors’ fees, 
which are included in “Administrative – Other.” 

39) Bad Debts — Bad debts written off and agency-paid claims. Does NOT include E&O claims/settlements, which are included with 
“Operating – Insurance.” 

40) Outside Services — MVRs, CLUE reports, etc.; bank fees, employment fees, moving expenses and all other outside service 
expense including those used to deliver value added services to the agency’s clients (e.g. Zywave, actuarial services, COBRA 
administration, etc.). 

41) Education / Training — Tuition reimbursement, registration fees, materials, books/materials, in-house training programs, and 
related travel expenses, etc. Does NOT include training on how to use your agency management system or other agency 
technology, which is included with “Operating – IT Expenses.” 

42) Miscellaneous — Other non-specific miscellaneous operating expenses not included elsewhere. 

43) Total Operating — The sum of items 29 – 42.  



 
Administrative 

44) Depreciation — All depreciation of fixed tangible assets to include current year depreciation related to autos, building 
depreciation, depreciation of equipment, furniture and fixtures (including section 179 purchases), depreciation of computers, 
servers, software, leasehold improvements, etc. The write-down of certain tangible assets may be called amortization, but it is 
included here if it involved a tangible asset.  

45) Amortization of Intangibles — All amortization of intangible assets to include current year amortization of acquired expirations, 
covenants, non-competes, customer lists, etc. 

46) Officer Life — Premium paid by agency, where agency is beneficiary. 

47) Interest —Interest expense incurred. 

48) Other — Directors’ fees, non-specific overhead allocations to parent companies, deferred compensation, and any other 
miscellaneous administrative expenses. 

49) Total Administrative — The sum of items 44-48. 

50) Total Expenses — The sum of 24, 28, 43, & 49. 

 

 
51) Pro Forma Revenue – Net Revenue after the agency’s revenue categories are normalized by eliminating non-recurring or non-

operating activity.   

52) Pre-tax Profit / Loss — Net Revenues less Total Expenses. 

53) Pro Forma Pre-tax Profit – Pro Forma Net Revenues less Pro Forma Total Expenses. 
 

54) Pro Forma Operating Profit – Pro Forma Pre-tax Profit less contingent and bonus / override income. 

55) Operating Profit — Pre-tax Profit less contingent and bonus / override income. 

56) EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) — An agency’s profit before interest, taxes, 
depreciation and amortization expenses are included.  

57) Pro Forma EBITDA — Adjusted EBITDA after a) Pro Forma Revenue adjustments are accounted for, b) discretionary expenditures 
made for the benefit of the owners are added back, and c) expense categories are normalized to eliminate non-recurring and/or 
non-operating activity. Pro Forma EBITDA excludes all Administrative expenses (Depreciation, Amortization, Officer Life, 
Interest, and Other).    

58) Sales Velocity – A Reagan Consulting metric used to gauge a firm’s new business results. Expressed as a percentage, Sales 
Velocity is current year New Commission and Fee income written divided by prior year Commissions and Fee income.  

59) Banded Sales Velocity – Sales Velocity contributions by producer age segments (35 and under, 36-45, 46-55, over age 55). 

60) Rule of 20 Score — A Reagan Consulting valuation metric that is the sum of the agency’s Pro Forma EBITDA margin times 50% 
plus the organic commission and fee growth rate. It provides a quick means of calculating whether an agency is creating 
significant returns for its shareholders.   



   

 

 
61) Current Ratio — Current assets divided by current liabilities. A current ratio greater than 1:1 indicates that cash and assets with 

short term maturities are sufficient to meet a firm’s short-term obligations. 

62) Trust Ratio – Cash plus accounts receivable divided by premiums payable.  

63) Tangible Net Worth (TNW) — Total tangible assets minus total liabilities. The tangible net worth represents the net value of the 
agency’s balance sheet if it were liquidated. A low or negative tangible net worth impacts an agency’s ability to invest in new 
opportunities, develop new products, hire new employees, make other capital expenditures and facilitate shareholder 
redemption obligations. 

64) Receivables/Payables Ratio — Accounts receivable divided by accounts payable. This ratio measures the collection practices of 
an agency, with a lower ratio representing more timely collections of those amounts due from insureds. 

65) Aged Receivables — Measures the length of time that receivables are past due (over 60 days, over 90 days). Receivables aged 
greater than 60 days tend to have a magnified impact on the agency’s liquidity as payments are most always due to insurance 
companies on or before 60 days, thus forcing the agency to use its own funds to pay carriers. 

 

 
66) Total # of Employees (FTE) — Total number of full-time equivalent employees, including agency principals. 

67) Pro Forma Revenue per Employee — Pro Forma Net Revenue divided by the total number of full-time equivalent employees. 
Includes 1099 and outsourced employees. 

68) Pro Forma Compensation per Employee — Pro Forma Compensation divided by total number of full-time equivalent employees. 

69) Pro Forma Spread per Employee — Pro Forma Revenue Per Employee less Pro Forma Compensation Per Employee. While 
Revenue Per Employee is a standard for measuring productivity, the Spread Per Employee measures the dollars per employee 
available to pay all other agency expenses and generate a profit for the agency. 

 

 
70) WAPA (Weighted Average Producer Age) – A Reagan Consulting metric designed to assess the relative age of an agency’s 

production force. WAPA is calculated using the sum of the product of the agency’s producers’ ages and multiplying it by the 
percentage of the agency’s “produced” business handled by each. House business is excluded for the WAPA calculation. 

71) Validated Producer — A producer whose book of business is sufficient to cover his/her wages under agency’s commission 
formula. 

72) Unvalidated Producer — A producer whose production does not yet cover his/her wages under agency’s commission formula. 

73) NUPP (Net Investment in Unvalidated Producer Pay) — Expressed as a percentage of net revenue, the NUPP is the difference 
between what an agency pays its unvalidated producers and what the producers would earn under the agency’s normal 
commission schedule.  



 

 
74) Effective NUPP — Effective NUPP, which is the product of an agency’s investment in unvalidated producers (NUPP) and success 

rate in hiring producers (Producer Success Rate), is expressed as a percentage of net revenue. It is the best overall measure of 
an agency’s effectiveness in recruiting and developing sales talent. 

75) Hiring Velocity — A gauge of an agency’s hiring rate in replenishing its existing producer population. Calculated by taking the 
number of unvalidated producers hired in the most recent year and divide it into the agency’s total number of producers. A 
healthy Hiring Velocity is typically in the 18-22% range. 

76) Producer Average Compensation — The portion of a producer’s total W-2 compensation that resulted from the producer’s 
production responsibilities. Management and other non-sales compensation is excluded.   

 

 
77) WASA (Weighted Average Shareholder Age) – A Reagan Consulting metric designed to assess the relative age of an agency’s 

ownership team. WASA is calculated using the sum of the product of the agency’s owners’ ages and multiplying it by their 
ownership percentages. 

78) Service Staff — Typically non-commissioned personnel who are responsible for providing service to the agency’s clients and/or 
supporting producers in the sale of new business and the retention of existing business. 
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