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ABOUT THE AGENCY UNIVERSE STUDY

On behalf of Future One, a cooperative effort of the Independent Insurance Agents & Brokers of America, Inc. (IIABA) and more than 15 leading
independent insurance agency companies, we are pleased to present the 2020 Agency Universe Study Management Summary, highlighting some
of the key findings of the Study.

The primary focus of the Agency Universe Study is to provide information on the size and characteristics of the independent agency system which
is beneficial to developing more effective marketing and business practices. Over the years, information from the study has been useful to
independent agency principals, independent agency carriers, and the IIABA in its public information and education efforts.

Specifically, since first being conducted in 1983, the study has had two primary goals: (a) to track changes in the independent agency system over
time, and (b) to gauge agents’ attitudes and opinions on issues pertinent to the independent agency community.

For 2020, the study continued to examine agency revenue trends, as well as agency technology use, marketing strategies, and carrier
relationships. There was also a focus on areas of marketing emphasis, agency perpetuation challenges, and the impact of emerging purchase
channels and trends.

As the study evolved, one of the findings of broad interest was the number of independent insurance agencies in the United States. During the
past 20 years, these numbers have been estimated in a number of ways, including using a variety of insurance carrier listings, IABA member
listings, and publicly available information from a number of business data repositories. The current method is based on information obtained
from a leading insurance industry-focused database provided by MarketStance. In 2017 MarketStance merged with the Insurance Service Office, a
long-time supplier of underwriting guidance to property/casualty carriers. MarketStance maintains and continually updates a database of
independent agencies and is regarded by the industry as the highest-quality source for this data.



THE AGENCY SYSTEM

In 2020, 32% of all independent agencies and brokerages are Small, and 27% are Medium-Small.

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

Agency Distribution by Revenue Size - 2020
Large $2.5- Medium-Large

Jumbo $10M+, $9.9M, 7.5% $1.25M -
—— $2.49M,7.9%

Medium S500K
-$1.249M,
23.5%

<$100K: 24.8% Small <$150K,
$100-$149,999: 7.3% 32.1%




TOP 10 FINDINGS

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

The pandemic was more likely to impact the revenue of Small agencies (34%) and newer agencies (32%).

Nearly half believe their agency was well-prepared to deal with COVID-19’s impact on their business despite only one in twenty having
a disaster recovery plan that included pandemics.

Smaller agencies were least prepared to deal with the pandemic (33%). Nearly half of those with a plan will modify it, but only one in five
without a plan expect to create one. Newer agencies are less likely to have had a disaster recovery plan (22% ).

About one in three agencies had employees working remotely before COVID-19, with this increasing to three in four during the height
of the pandemic; the percentage of agencies with remote employees has settled to about half, currently.

Among agencies with remote employees, about one in five employees worked remotely, increasing to about half during the height of the
pandemic. About one in three employees work remotely currently. Jumbo agencies are more likely to allow employees to work remotely
as well as having a higher proportion of employees working remotely.

Maintaining employee engagement and having the IT infrastructure to support work-from-home capabilities are the top challenges
during the pandemic.

Small agencies are more likely to cite adjusting their service model to provide more digital services to clients as a challenge (23%).

Going forward, building an online presence for marketing and implementing/improving online business tools are the most important
factors in succeeding in 2021.

Building an online presence is more important for small (65%) and medium-small (61%) while Jumbo agencies cite implementing/
improving home-based tech for remote workers (46%) and developing strategies for opening the office safely (29%) as important.
Newer agencies are more likely to cite building an online marketing presence as important (80%).



TOP 10 FINDINGS (conta)

Top areas needing support as a result of the pandemic are finding new business opportunities and offering digital tools and support
with digital servicing.

Small agencies are more likely to need support with handling personal lines clients calls/service requests (23%) while Jumbo agencies are
more likely to need support leveraging risk control services to identify new areas of exposure due to the pandemic (23%) and providing
guidance about the crisis and coverage (28%). Newer agencies are more likely to need support with finding new business opportunities
(56%).

Four in ten agencies believe carriers are meeting the challenges of the pandemic extremely well.
Only one in twenty feel carriers are doing a poor job.

Three in four agencies report no impact to staff or pay due to the pandemic. However, when there was an impact, it was support staff
who were most likely to be impacted.

Small agencies are more likely to report reduced staff hours (16%) while Jumbo agencies are more likely to report reduced/cancelled
bonus payouts (20%).

Nearly two in three agencies applied for a business loan in 2020.

Small and Jumbo agencies are least likely to have applied for a loan (40%, 51%, respectively). Newer agencies are also less likely to have
applied for a loan (48%).

About two in three agencies are already comfortable with in-person carrier visits; however, about one in four want to wait until at
least April 2021.

When replacing in-person carrier contact, more than one in three agencies prefer contact via phone, and one in three prefer video calls.



COVID-19 Impact

About one in four agencies report COVID-19 had an impact on their operations, revenue, and
commercial lines customer base.

» Small agencies are more likely to report a significant impact on their revenue (34%) and personal lines customer base (26%).
» Newer agencies are more likely to cite an impact on revenue (32%).

COVID-19 Impact*

B No Impact (Codes 1,2) ™ Moderate Impact (Codes 3,4,5) Significant Impact (Codes 6,7)

. QV1, Weighted n=1642-

Agencies' Operations 32% 1793.

Agencies' 2020 Revenue 36% *New question in 2020

Personal Lines Customer Base

Commercial Lines Customer Base 33%



COVID-19 Impact (CONT'D)

Four in ten believe their agency was well-prepared to deal with COVID-19’s impact on their business
despite only one in twenty having a disaster recovery plan that included pandemics.

» Small agencies were least prepared to deal with COVID-19 (33%) and least likely to have a disaster recovery plan in place (23%

net yes).
» Nearly half of those with a plan will modify it, but only one in five without a plan expect to create one.
» Newer agencies are less likely to have had a disaster recovery plan (22% net yes)

Agency Preparedness

Agency Preparedness to Respond

Have Disaster Recovery Plan*

to Business Changes *

Yes, and pandemics
were addressed
5%

Likely to Develop
Disaster Recovery Plan

19%
\ Yes, but
No, still do pandemics

not have not addressed
one 35% 34%
No, but we
Extremely Prepared (Codes 6,7) developed
W Moderately Prepared (Codes 3,4,5) one 26%

M Not Prepared At All (Codes 1,2)

N

Likely to Modify
Disaster Recovery Plan
42%




COVID-19 Impact (CONT'D)

About one in three agencies had employees working remotely before COVID-19, with this increasing to three in
four during the height of the pandemic; the percentage of agencies with remote employees has settled to about
half currently.

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

» Jumbo agencies are more likely to allow employees to work remotely as well as having a higher proportion of employees working remotely.

Working Remotely*
Prior to COVID-19 At Height of COVID-19 Currently

QVS5, Weighted
n=1707, 1730.

No Remote
Employees
22%

Have Remote
Employees
33%

Have Remote
Employees
54%

No Remote
Employees
67%

*New question in

Have Remote 2020

Employees No Remote
78% Employees

46%

21% 49% 34%
of employees of employees of employees
1 0 worked from home, worked from home, worked from home,
on average on average on average
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COVID-19 IMPACT (coNT'D)

Maintaining employee engagement and having the IT infrastructure to support work-
from-home capabilities are the top challenges.

» Small agencies are more likely to cite adjusting their service model to provide more digital services to clients as a challenge (23%).

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

Keeping employee engagement at high level 22%

Ensuring we have the proper IT infrastructure for work-from- 21%
home capability °
Our potential cyber liability risks as employees are working

remotely

17%
. QV6, Weighted n=894-972 (COVID-

Setting up our employees to work from home 17%
19 had impact on operations).

16%

Handling commercial lines customer questions/service related

to COVID-19
Adjusting our service model to provide more digital service to 15% *New question in 2020
clients °
Working with carriers to handle customer service requests 15%
Ensuring we have the proper social distancing in place at office 13%
location(s) °

Having paper document management procedures due to
remote employees

Handling personal lines customer questions, and service needs
related to COVID-19
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COVID-19 IMPACT (coNT'D)

Building an online presence for marketing and implementing/improving online business tools are the
most important factors in succeeding in 2021.
» Building an online presence is more important for small (65%) and medium-small (61%) while Jumbo agencies cite

implementing/ improving home-based tech for remote workers (46%) and developing strategies for opening the office safely
(29%) as important.

» Newer agencies are more likely to cite building a online marketing presence as important (80%).

Most Important Activities for Success in 2021 *
% Selected as Top 3

Building an online presence for marketing

56%
Implementing/improving online business tools such... 55% . QV6A, Weighted n=1764.

Assessing and/or re-building our business post-...
Implementing/improving home-based technology for... : *New question in 2020
Understanding carrier financial stability and rate...
Developing talking points about the crisis and...
Evaluating our agency's cyber security

Developing strategies for opening your office(s) safely

Online peer networking opportunities

Implementing/improving our disaster recovery plan




COVID-19 IMPACT (coNT'D)

Top areas needing support as a result of the pandemic are finding new business opportunities and
offering digital tools and support with digital servicing.

» Small agencies are more likely to need support with handling personal lines clients calls/service requests (23%) while Jumbo agencies are
more likely to need support leveraging risk control services to identify new areas of exposure due to the pandemic (23%) and providing
guidance about the crisis and coverage (28%).

> Newer agencies are more likely to need support with finding new business opportunities (56%).

Areas Needing Support Due to Pandemic*
% Selected as Top 3

Helping agencies to find new business opportunities

37%
Offering digital tools to help with digital servicing 33%
Communicating changes in pricing discounts to policyholders
Helping to improve or update agency technology
Handling personal lines client calls/service requests
Providing support and guidance on using digital... ° QV7, Weighted n=1759.
Providing guidance/talking points about the crisis and...
. More general communications to check in with agencies
Handling commercial lines client calls/service requests

Market/economic intelligence

*New question in 2020

. Use risk control services to identify areas of exposures due...
Contacting customers about pandemic and carriers' response
Providing cyber security information and guidance
Providing thought leadership to the industry
Providing info about carrier financial stability/business...
1 3 Providing best practices on safely returning to office
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COVID-19 IMPACT (coNT'D)

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

Carriers Meeting Challenges of COVID-19*

M Extremely Poorly (Codes 1,2) B Moderately Well (Codes 3,4,5)  Extremely Well (Codes 6,7)
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COVID-19 IMPACT (coNT'D)

Three in four agencies report no impact to staff or pay due to the pandemic. Support staff
are most likely to be impacted by a hours reduction or furlough/lay-off.

» Small agencies are more likely to report reduced staff hours (16%) while Jumbo agencies are more likely to report
reduced/cancelled bonus payouts (20%).

QV9, Weighted n=1780;

QV9A, Weighted n=132;

QV9B, Weighted n=198;

QV9C, Weighted n=161.

*New question in 2020

Impact of COVID-19 on Staff and Pay*

% Selected as Top 3

Reduced hours of staff
0, —
members i 11%

Cancelled, reduced, or delayed 7%
bonus payouts °

wages

Reduced hourly or salaried I

Furloughed or laid off staff

0,
members I 7% \

Employees Impacted
Support staff
Account managers or CSRs
Producers
Agency managers
Other staff

60%
54%
45%
23%
9%

Employees Impacted
Agency managers
Account managers or CSRs
Producers
Support staff
Other staff

51%
50%
47%
32%
14%

Employees Impacted
Support staff
Account managers or CSRs
Producers
Agency managers
Other staff

57%
44%
33%
9%

12%




16

COVID-19 IMPACT (coNT'D)

Nearly two in three agencies applied for a business loan in 2020.

» Small and Jumbo agencies are least likely to have applied for a loan (40%, 51%, respectively).
» Newer agencies are less likely to have applied for a loan (48%).

Applications for Business Loans Due to COVID-19*

Applied for Business Loan (Net) 60%

A small business loan through the Payroll Protection

Program (PPP) 56%

Another type of SBA loan 10%

None of these 40%
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COVID-19 IMPACT (coNT'D)

Most agencies are communicating with their customers via phone and email. About one in
ten communicate with their customers via video calls.

» Jumbo agencies are more likely to use video calls (47%).

Current Communication Channels with Customers*

Telephone 92%

Email 87%

In person 33%

Video calls

14%

n



COVID-19 IMPACT (coNT'D)

About two in three agencies are already comfortable with in-person carrier visits; about
one in four want to wait until at least April 2021.

» Jumbo agencies are less likely to currently be comfortable with carrier in-person visits (39%).

When Agencies Will Be Comfortable with Carrier In-Person Visits*

Already comfortable .

Oct - Dec 2020 I 2%

Jan - Mar 2021 . 10%

Apr -Jun 2021 11%

July 2021 or later _ 13%




COVID-19 IMPACT (coNT'D)

More than one in three agencies prefer carrier contact via phone, and one in three prefer
video calls.

» Small and Medium-Small agencies prefer phone (50% for each) while Large and Jumbo agencies prefer video calls (51%, 66%,
respectively).

Preferred Method of Carrier Contact to Replace In-Person *

Phone 38%
Email 28%

None 1%
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