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letter from
the President

Faith in your ability  
To prosper
For those whose agencies have weathered the recession storm and are ready to 

become more profitable, this can be a frustrating time. Despite the apparently 

resurgent economy, fear and indecision still reign – especially when it comes to 

banks lending to small businesses like yours.

For most any company, growth requires a capital investment. Yet lending to 

small businesses “remains near historic lows,” according to the Wall Street Journal 

(May 2). Without this capital, “many potentially high-growth companies are 

putting development plans on the shelf,” says Small Business Administration 

Administrator Karen Mills (Wall Street Journal, March 22).

As an agency owner, you can’t depend on banks to help you achieve your financial 

goals. But you can turn to Oak Street Funding, which exclusively serves the 

needs of insurance professionals. We understand the value of your greatest asset – 

anticipated commissions – and can customize a loan for your cash flow.

Let us show you how we can help you achieve your goals such as acquiring another 

agency, investing in your growth or selling your business, as we launch our Buy/

Build/Sell marketing campaign. Start by downloading our free white paper on 

how to buy a business – turn to page 4 for a link.

While banks may not believe in your potential, we do. Our faith in agencies like 

yours is the core of our businesses.

rick dennen
Founder, President and CEO

Vision Statement
Oak	Street	Funding	utilizes	industry	

knowledge,	well-developed	

technology	and	passion	to	deliver	

best-in-class	service	and	capital	

products	to	insurance	and	finance	

professionals	nationwide.	Our	

customer-focused	mind-set	and	

access	to	capital	will	allow	us	to	

continue	to	fulfill	customer	needs,	

identify	growth	opportunities	

and	provide	an	empowering	work	

environment	for	employees.

Sign up  
for our 
monthly  
e-newsletter  
today! 
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E&O PROGRAM HIGHLIGHTS:

NOT ALL E&O PROGRAMS ARE THE SAME

TO LEARN MORE:

• A-rated admitted carrier
• No charge for support staff
• First dollar defense - Deductible applies to damages only
• Defense costs outside liability limit
• Limits up to $3,000,000 each claim/$5,000,000 Aggregate 

each agency
• Coverage now available for agents with less than 3 years 

experience 
• Only available to members of the Alliance  

Visit us at: www.agentsalliance.com 
Call us at: 1.866.497.9222

The American Agents Alliance is a trade association dedicated to serving the professional needs of independent 
insurance agents and brokers.  As insurance agents ourselves, we know how important it is for our members to 
have a high-quality, members-only E&O program.  

SHOPPING
E&O?for

ARE YOU COMPARING APPLES TO APPLES OR APPLES TO ORANGES?  w hether you’re 
acquiring a new 
business, expanding 

your existing business or 
preparing to sell, Oak Street 
Funding is your go-to resource. 
At Oak Street, we understand 
your business. Look to us as a 
resource for industry trends and 
news, business strategies you 
can put to work right away, and 
research tools at your fingertips. 
And as part of our Buy/Build/Sell 
campaign, we’re launching even 
more tools to equip you to reach your goals.

Free White Papers
For our Leadership Library, we’re rolling out a series of free 
downloadable white papers that you’ll find essential to your 
business. The first, Acquiring an agency: What a prospective 
buyer needs to know, is available at oakstreetfunding.com/buy 
(turn to page 8 to read an excerpt). In the months ahead, 
look for white papers on building and selling your agency.
 
Oak Street Funding Online
When you visit www.oakstreetfunding.com, stop by 
our Agent Resource Center. Here, you’ll find valuable 
information to help you stay on top of the latest industry 
developments and get practical advice from top experts to 
help you take your agency to the next level:

•  Sales and marketing   

•  Growth strategies 

•  Management tips  

•  Coming soon, in addition to white papers, you will also 
be able to access a library of videos, best practices, tip 
sheets and webinars to even further prepare you to 
Buy/Build/Sell an agency

Agency Exchange
Use Oak Street’s unique Agency Exchange to search 
for an agency that fits your current business model 
and helps you to expand into new markets. In this 
marketplace, insurance agency buyers and sellers 
meet. Here you can list your agency for sale or find 
an agency to acquire, at no cost or obligation.  

Thanks to Oak Street’s relationships with agents and brokers 
of all sizes all over the country, we have extensive knowledge 
in leverage buyouts (LBO), earn-outs and seller-assisted 
sales. We can help you find a buyer for your agency and help 
structure a deal that’s tailored to your specific needs for free.  
Listing your agency with us could produce increased interest 
in or offers for your agency. We are constantly marketing on 
your behalf to drive traffic to this site.

If you’re looking to buy an agency to grow, finding the right 
demographic to expand into will enable you to tap whole 
new markets. Oak Street’s Agency Exchange provides you 
with a marketplace full of agency listings for sale. Finding 
the right agency to complement your existing carrier 
contracts will enable you to multiply your revenues through 
contingency bonuses.

industry Heartbeat 

      ready to 
grow?        We’re Ready to Help
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With	more	than	90	million	
members,	LinkedIn	has	
become	the	Facebook	of	

business.	This	is	the	place	where	you	
tell	colleagues,	clients	and	potential	
business	partners	about	the	training	
seminar	you	recently	attended,	the	
product	expertise	you’ve	acquired	or	
the	pleased	client	who	just	commented	
on	your	service.

It’s	also	the	natural	choice	of	financial	
services	professionals.	In	a	survey	by	
Financial	Social	Media,	67	percent	of	
respondents	reported	having	a	LinkedIn	
profile.	By	comparison,	43	percent	
reported	having	a	presence	on	Twitter	
and	40	percent	on	Facebook.	Compared	
to	other	social	networking	sites,	
LinkedIn’s	demographics	tend	to	trend	
older	and	higher-earning:

Older	—	61	percent	of	users	are	
between	the	ages	of	35-64.

Wealthier —	36	percent	have	a	
household	income	of	$100,000+.

Male	—	Usage	by	gender	runs	58	
percent	male	versus	42	percent	female.

	To	fully	leverage	LinkedIn,	maintain	

a	complete	profile,	solicit	plenty	
of	recommendations	from	clients	and	
colleagues,	and	participate	actively	
in	LinkedIn	groups	—	sharing	relevant	
information	and	expertise	gets	your	
name	out	there.

Medi-Spa Market Throws 
Insurers a Wrinkle
As	the	“never-say-old”	Baby	Boomers	
continue	their	quest	for	eternal	youth,	they're	
turning	botox	and	laser	treatments	into	
big	business.	An	estimated	20-25	percent	
of	the	nation’s	12,000	spas	offer	some	
sort	of	medi-spa	services,	from	laser	hair	
removal	to	enhancement	surgeries.	While	
this	dynamic	industry	offers	opportunity	
for	in-the-know	agents,	the	anti-aging	
market	also	comes	with	some	decided	risks	

and	exposures.	Disfiguring	laser	burns,	
allegations	of	sexual	misconduct	and	

the	ever-present	danger	of	slip-and-
falls	requires	agents	writing	for	this	
market	to	understand	the	unique	
liabilities	of	the	industry.	By	knowing	
emerging	trends	and	exposures,	

agents	can	provide	lucrative	medi-spa	
clients	with	appropriate	consent	forms	

and	risk	management	protocols.	
Source: www.insurancejournal.tv/videos/5522/

Desirable Demographics:  
     Why LinkedIn Matters

Source: www.financialsocialmedia.com/
uncategorized/most-effective-marketing-
techniques-for-financial-advisors/

Soft Market May 
Finally Be Hardening

Crunching	the	
numbers	from	2,500	
carriers,	Virginia-

based	SNL	Financial,	a	
leading	financial	information	
provider,	contends	that	the	
dreary	years	of	declining	
or	stagnant	premiums	may	
finally	be	over.	Premiums	
that	have	been	soft	since	
2006	are	either	increasing	or	
at	least	experiencing	much	
smaller	decreases.	SNL	
points	to	its	study	showing	
direct	premium	growth	of	1.8	
percent	and	growth	of		

3	percent	for	net	premiums	
during	the	fourth	quarter	of	
2010.	The	homeowners	and	
personal	auto	segments,	
in	particular,	seem	to	be	
turning	the	corner	after	years	
of	negative	return	on	equity,	
while	commercial	lines	are	
still	seeing	declines,	albeit	
at	a	much	smaller	pace.	SNL	
analysts	credit	improvement	
in	the	overall	economy	
for	driving	the	positive	
changes.	In	short,	the	
soft	market	may	not	
be	completely	over,	but	
recovery	looks	like	it	may	
be	just	around	the	corner.
Source: www.insurancejournal.tv/
videos/5109/
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Many independent agency owners close to 
retirement are ready to transition their business 
to a family member, employee or outside 

buyer. During the recession, a number of sales had to be 
postponed because of a soft market, diminished multiples 
that shrank agency valuations and potential buyers’ lack of 
access to capital.

Now, you have an opportunity to purchase revenues at a 
still-low point in the insurance market cycle. Net result: an 
excellent environment in which to buy an agency.

+ Searching for  
the right agency
If you don’t already have an agency in your sights, 
take advantage of the free resources at Oak Street’s 
Agency Exchange (www. osfagencyexchange.com), 
which offers a state-by-state listing of agencies 
for sale. Oak Street also maintains an online 
Agent Resource Center with news and articles 
about buying, selling and growing agencies.

Also, you’ll want to start assembling a support team of 
advisors with experience in business acquisition, such as      
an attorney, tax consultant and CPA. If you’re interested 
in working with a business broker, consider seeking 
referrals from colleagues who have bought or sold an 
agency with a broker’s assistance. 

+ Doing due diligence
Once you find a business that meets your 
criteria, learn everything you can about it.

 identify the reasons for the sale. 
Be sure there are no skeletons in the closet. 

 investigate how the agency operates. 
Contact carriers it has used, look for references 
in insurance and business media and on the 
state insurance department website, check with 
the Better Business Bureau, and do online 
research to turn up any irregularities.

 review all financials, 
including tax returns. 
Scrutinize the pro forma financials to make sure they 
don’t include nonrecurring transactions. Examine 
ratios, margins and non-operating expenses. See if 
tax returns match up with commission statements. 

 review the book of business 
and product mix. 

 What percentage of accounts have been on the books 

the time May Be right to  
ACquIre  
AN AGeNCY

By	Sherry	Christie

if you want to grow income quickly  
in the insurance business,  

the most cost-effective strategy  
is to acquire an agency.



w
w

w
.o

a
ks

tr
e

e
tf

u
n

d
in

g
.c

o
m

/s
ig

n
u

p
		

		
		

		
		

		
		

8
6

6
-6

2
5

-3
8

6
3

10

8
6

6
-6

2
5

-3
8

6
3

															w
w

w
.o

a
kstre

e
tfu

n
d

in
g

.co
m

/sig
n

u
p

11

+ The loan process  
is simple: 
•  After reviewing the policies to be used 

as collateral over the phone, we propose 
preliminary loan terms for your approval. 

•  Your Oak Street coordinator helps you 
gather necessary documentation.

•  An underwriter performs due diligence to 
confirm the pricing.

•  We submit the loan for approval.

•  If approved, Oak Street funds the loan in an 
average of eight days. 

After the loan is funded, Oak Street tracks 
renewal policies to make sure your future 
commissions support repayment with little 
or no cash required. This lets you concentrate 
on what matters most: your relationships with 
policyholders and carriers. 

 Reaching for the 
opportunity
If you want to build a business in the 
coming years, growth is vital – but 
getting to the next level may require 
significant capital. Look for financing 
from a source that understands the 
complexities of the insurance business:  
Oak Street Funding.

 

oak Street has capital to lend and is ready to help.  
Call us at 866-oaK fUnD or ask for a free quote online at  

www.oakstreetfunding.com/Productoptions/getaQuote.aspx. 

for two years, five years and 10 years? If the acquisition 
has an earn-out provision, make sure that what the 
seller is representing on the commission book is truly 
in force. As you review loss ratios, estimate how likely 
the current accounts are to continue as clients. 

 explore relationships with carriers.
Which insurance companies receive most of the 
agency’s business? How long has it done business with 
them? Talk to the insurers about these relationships 
and ask about their plans. Review carrier contracts. 

 Understand who is key 
to policyholder and 
carrier relationships.

 If experienced relationship managers are leaving, 
determine whether you can promote from within or will 
need to hire someone with the necessary background.

 examine non-compete and/or  
non-solicitation contracts.
You need to have an ironclad agreement in place, 
so that a seller or producer who leaves the agency 
will not be able to solicit current clients. 

 assess compatibility of 
people and practices. 
Is your management style similar to the current owner’s? 
How about the way you deal with carriers? Most 
important, are there good people working at the agency? 

+ Obtaining financing
A bank is the obvious place to find a loan, but most 
banks don’t understand the cash flow embedded in 
your in-force book of business and aren’t willing 
to lend against it. As a result, agency principals are 

often forced to put up personal assets as collateral. 
Even then, the liquidity crunch in the financial 
markets has led banks to shut out prospective 
borrowers without a high FICO score. 

Venture capitalists or angel investors are another 
possible source of capital, but that means giving up 
ownership. Also, they prefer industries such as tech 
and biosciences, with a high rate of return and a 
clear exit strategy through a public stock offering or 
acquisition. Crowdfunding, microlending and peer-
to-peer lending are newer borrowing options, but 
you may be frustrated by low lending limits, relatively 
steep interest rates and high failure-to-fund levels. 

Fortunately, there’s another alternative: a commercial 
finance company that focuses exclusively on 
providing commission-based financing to help 
insurance professionals buy, sell or build a business. 
That company is Oak Street Funding. 

+ Understanding 
commission-based lending 
Since innovating commission-based lending in 
2003, Oak Street has loaned more than $200 million 
against all types of policies and has entered into 
partner programs with agencies, brokerage firms and 
insurance marketing partners across the country. 

Using proprietary software to estimate future 
commissions, Oak Street can customize a loan for 
your needs and situation, from $10,000 to $10 million 
with a term of up to 12 years. The goal is to help you 
buy an agency with minimal out-of-pocket cost by 
leveraging the power of its cash flow (i.e., the seller’s 
book of business). If you already own an agency and 
want to expand, you can secure the loan with renewal 
commissions from your current book of business.

get the whole story. go to www.oakstreetfunding.com/buy  
to download our white paper, Acquiring an agency:  

What a prospective buyer needs to know.
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Jon persky,	CPA,	CIC,	PHR,	is	the	president	of	Optimum	
Performance	Solutions,	LLC	(www.optperform.com),	an	
insurance	agency	consulting	firm	providing	valuation,	
merger	and	acquisition,	agency	perpetuation,	strategic	
planning,	and	marketing	and	retention	services	to	
insurance	agencies	nationwide.	Jon	is	the	author	of	
Maximizing Agency Value II	as	well	as	Managing Human 
Resources in an Insurance Agency.	He	is	also	a	member	of	
the	CIC	national	faculty.	
For more information, email jon@optperform.com  
or call 813-835-7337.

ABOUT THE AUTHOR

This is a condensed version of the full article which 
originally appeared in the spring 2011 issue of Resources 
magazine. Find the full article at www.optperform.com/
resources/articles.shtml.

By	Jon	Persky,	CIC,	CPA,	PHR

sale of your Agency

mindful of some opportunities and pitfalls. After all, many 
agency principals work at one agency for their entire lives and 
will only ever have that one agency to sell.

The Issues
While most people focus on price, other 
issues can be just as critical:

1	payment term
 If the sale is an all-cash deal, the transaction is recognized in 

the year it occurs. But if payments are made over time, the 
seller has the option to record the income on the date of the 
sale, or record the income as it is received (installment sale). 

2	Asset sale vs. stock sale
 The vast majority of agency sales are asset sales. This is done 

so that the buyer: 
 • Can amortize the purchase price over 15 years
 • Is just purchasing the book of business, and 
 • Is not assuming any liabilities.

3	Allocation of the purchase price
 Typically the purchase price is allocated among:
 • Corporation goodwill
 • Expiration/book of business
 • Personal goodwill
 • Fixed assets
 • Non-compete/non-piracy agreement

q&A

ChANGe IN TAx LAWs
In December 2010, Congress extended the Bush tax cuts. The 
capital gains tax rate stays at 15 percent through December 
31, 2012. On January 1, 2013, the rate goes up to 20 percent. 
There is also an additional 3.8 percent tax on unearned 
income (including capital gains). This 3.8 percent tax applies 
to capital gains in excess of $250,000 for a married couple or 
$200,000 for an individual. 

A one-day delay in selling your agency can cost you over 
$88,000 per $1 million sales price in federal income taxes! 

WheN To seLL?
When should you retire? Work the numbers backwards. 
If you want to be totally retired in five years (e.g., move to 
Florida and go to the beach or play golf every day), you will 
need to sell your agency much sooner.

Assuming you have a commercial lines-focused agency and 
you control many of the key accounts, the typical buyer will 
want you to stick around for at least two years. The average 
time it takes from the day you are actively negotiating with 
someone to the day the deal closes is six months. And you 
should build in another six months to put together your 
agency profile (the package to present to interested buyers); 
come up with a list of potential buyers; and get the non-
disclosure agreements signed. So if you want to be totally 
retired in five years, you should start the selling process in two 
years, leaving three years to complete these steps.

But if you want to take advantage of the current low tax 
rates, you need to start the process now! If you wait until 
the beginning of 2012 to start looking for a buyer and the 
process takes longer than usual or if a buyer falls through at 
the last minute, you lose. Also keep in mind that most owners 

Tax considerations  
                for the 

thinking about selling will procrastinate until the start of 
2012. That means a higher supply of agencies for sale in 2012 
than 2011, which could mean a lower price for your agency. 
Timing is everything.

The oNe CoNsTANT  
Is ChANGe
Tax law is constantly in flux, and the buying and selling of 
insurance agencies are complicated deals. Many CPAs and 
attorneys don’t understand the nuances of our industry or the 
true value of an insurance agency. This article only touches on 
the ways taxes, timing and allocation can affect how much the 
retiring owner gets to keep. Its intent is to make agency owners 

sale of your Agency
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To put it simply: The most successful 
strategy that you can implement is 
one that either puts you in front of 
the prospect (marketing), or brings 
you to mind (branding) when they 
need your service. Always remember 
that most buyers will only call one 
or two companies when in need 
of a service, which means being in 
the third position is worth as much 
as being in the 100th position. 

 IMPlEMEnTInG TOOlS
When applied properly, tools greatly 
enhance your ability to achieve a goal. 
Agency tools should be thought of 
in two contexts: 1) engagement tools 

and 2) operating tools. 
The engagement tools are 
the marketing and sales 
materials such as the agency 
website, direct mail pieces, 
advertisements, newsletters 
and sales presentations. 
These should all relay the 
value proposition that you 
have identified, appeal to and 
educate the prospect, and 
then motivate them to do 
business with the agency. 

The core operating tools of an 
agency are the sales scripts, quoting 
software, management system, 
customer relations management 
system, accounting software and lead 
tracking system. The cost of putting 

these tools in place can be high, but 
the cost of missed opportunities 
due to inefficiencies, missed 
communication and poor tracking will 
be significantly higher in the long run. 

 MOnITORInG SUCCESS
The great Peter Drucker once said, 
“What gets measured, gets managed.” 
Tracking systems should be in place to 
measure the effectiveness of marketing 
campaigns in terms of the number 
of leads, cost per lead, sales per lead 
per customer service representative 
(CSR), cost per sale and the cost per 
dollar of revenue. From this, you will 
have a wealth of knowledge of what, 
and who, is working in the agency and 
will be able to adjust accordingly. 

On the operations side, the revenue 
per CSR and producer should also be 
closely monitored. The average agency 
should have one CSR per $120,000 plus 
in personal lines commissions and one 
CSR per $200,000 plus in commercial 
lines commissions. On the producer 
side, the productivity will depend on 
their tenure, but a seasoned producer 
should be able to bring in at least 
$150,000 in commissions to the agency. 

The most important jobs of any 
agency owner are to drive new 
business, put tools and systems in 
place for sales to happen, and manage 
productivity. If you can do all of this 
effectively, you will set the stage for 
growth and higher profitability. 

ABOUT THE AUTHORS

Michael Mensch	is	a	certified	business	intermediary	with	
Agency	Brokerage	Consultants,	a	company	that	specializes	
in	the	valuation	and	sale	of	insurance	agencies.	
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 SElECTInG YOUR TARGET
Before you can develop a marketing 
strategy, you first need to identify your 
target prospects and market area. Is 
it the general public, a self-employed 
contractor, a business or a municipality? 
A specific demographic or niche 
industry? Local, regional, national or 
international clientele? Identify the 
target and research the demographics to 
determine how broad of a market area 
is needed to support your growth plan. 

 DIFFEREnTIATInG FROM  
THE COMPETITIOn
There are three methods of 
differentiation in a retail or 
wholesale business. The key is to 
identify the value that the agency 
brings to the table and create 
a clear message to the public 
enforcing this value proposition. 

The first method is offering the 
broadest selection of products. 
Full-service brokerages leverage this 
approach by offering a one-stop 
shop for writing all of a client’s 
insurance coverage. Alternatively, 
it could be offering the broadest 
choices under one class of business. 
This is common in Florida, where 
the property insurance market is 
highly fragmented and competitive. 

The second method is offering the 
lowest-priced, or best, product for a 
certain need. Think of Progressive’s 
“Name Your Price” marketing campaign. 

Setting the Stage 

for groWTH
No	agency	can	survive	without	an	effective	marketing	strategy.	You	also	can’t	grow	

your	agency	without	the	right	tools	in	place	to	close	sales	and	retain	customers.	

They are differentiating by claiming to 
be the cheapest. Wholesale brokerages 
also leverage this approach when 
launching new products. They obtain a 
top contract with an insurance company 
for a special product and market it out to 
agents as the best solution for a customer 
who needs a certain type of coverage. 

The third method is differentiating on 
service. This is relationship selling, and it 
is used by most agencies. You are selling a 
promise of accountability and leveraging 
your knowledge, experience, charisma 

and perhaps a shared relationship to 
close the sale. It’s a value-added service 
to go along with a product, and the 
reason why the insurance agent exists. 

 MARkETInG TO  
GEnERATE lEADS
Now that you’ve identified your target 
prospect and value proposition, it’s time 
to look at how you reach the prospects. 
The truth is that there is no silver bullet 
strategy. I’ve known agencies that have 
had significant success through many 
of the methods shown in the graphic. 
Very few implemented all of these 
approaches. The owners simply chose 
those that worked best in generating 
leads of their target prospects. 

When developing your 
marketing model, the key 
questions to ask yourself are:

•		Who	is	your	target	prospect?

•		How	do	you	differentiate	from	
the	competition?

•		How	will	you	reach	your	
target	prospect?

•		What	tools	should	you	be	
applying	in	your	agency?

•		How	will	you	monitor	your	
success?

By	Michael	Mensch	and	Kennan	Clark	
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Oak Street Funding can help you buy an agency with minimal  
out-of-pocket cost, by leveraging the power of its commission stream. 
Whether you need $10,000 or $10,000,000, we’ll customize a loan for 
your needs.

When banks won’t help, Oak Street will. Call us now or download our 
free white paper on buying a business at oakstreetfunding.com/buy. 
We’re ready to help you spread your wings.

Taking YOu 
Where bankS 
WOn’T.
• Acquire An Agency

• invest in growth

• sell your business

Loans and lines of credit subject to approval. California residents: Loans made pursuant to a Department of Corporations California Finance Lenders License.  
Potential borrowers are responsible for their own due diligence on acquisitions.

1-866-OAK FUND  |  oakstreetfunding.com/Buy


