OAK&ASSOCIATES

Oak & Associates — Producer and Staff Compensation Survey

Oak & Associated sent out over 500 surveys to agencies throughout California during June and
July. The survey covered how agencies compensate producers, CSRs and other agency staff.
The following are the results from the 79 firms that responded. Responses were divided into
categories based on the local population centers. The local population density is more important
than the size of the agency when reviewing compensation since large urban environments tend to
have a higher cost of living.

Throughout the report there are four main categories used to break down the data: Rural areas —
locations where the population within a 20 mile radius is less then 50,000 people, suburban areas
— where the population within a 20 mile radius is between 50,001, 500,000 and urban areas —
where the population within a 20 mile radius is over 500,000 people and finally the overall
average of all respondents.

Profile of Respondents

The following are the average results for responding agencies in California.

Question Rural Suburban Urban Average
Under 50,000 50-500,000 Over 500,000

Agency is located in area 8.9% 25.3% 65.8%
considered
Total Revenues $467,000 $1,687,000 | $5,216,000 | $4,216,000
(all income)
Profile of Book (in %) 32/53/2/13 61/28/2/9 72/15/1/12 | 62/26/2/10
CL/PL/Life/Benefits
Average number of 4.7 15.3 36.0 30.3
employees incl. owners
Average number of 1.3 34 8.7 8.0
producers and owners
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2004 Producer and Staff Compensation Survey Results

Producer Productivity

The following chart shows the average expected book of business (in $1,000 increments)
handled and expected new business generated by producers of various skill levels. Results are
after 3 years at agency. The experienced producer is one who has been at the same agency for
several years, the new producer with experience is one that worked elsewhere before joining the
firm. The new producer with no experience is one that is new to the industry.

Producer Commission Handled New Commission per year
Skill Level (in thousands) (in thousands)

<50 50-500 | >500 | Avg. <50 50-500 | >500 | Avg.
Experienced $269 $372 $421 $392 $63 $85 $102 $84

New with $210 $230 $284 $260 $63 $69 $73 $70
experience
New, no $135 $122 $201 $152 $48 $56 $52 $53
experience

Producer Compensation

For agencies that pay producers commission only or a salary based on a commission percentage,
the following chart reflects the average commission paid to producers (in percentages). Firms
that did not pay commission at all or for a specific line were not included. Therefore, the results
are purely an average of agencies that paid commission for that line of business. For example,
firms that did not pay commissions for personal lines were excluded from the calculations. The
numbers shown are in percentages of commission and broken down by population centers.

Line of Biz Under 50 to 500,000 | Over 500,000 Average
50,000
New Renew | New Renew | New Renew | New Renew
Personal Lines 36% | 32% | 34% | 20% | 28% | 13% | 33% | 17%

Medium to Large CL | 41% | 41% | 42% | 34% | 36% | 28% | 42% | 33%
Small Commercial 41% | 38% | 39% | 30% | 31% | 16% | 37% | 23%

Life 41% | 11% | 53% | 35% | 51% | 22% | 52% | 33%
Group Benefits 47% | 43% | 44% | 42% | 40% | 38% | 44% | 40%
CL Accts produced 39% 31% 23% 29%
by others

*Def. of Small CL $667 $952 $1,437 $1,182

* This is the average definition of a “small” commercial lines accounts
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2004 Producer and Staff Compensation Survey Results

Compensation for Agency Positions

The following two charts show the average compensation for the various staff positions in an
agency. The first chart is for agencies located in population centers under 50,000 and between
50,000 and 500,000. The second chart is for agencies located in population centers over 500,000
and the overall average results. The three main salary categories are the overall average salary
paid, salaries for experienced personnel and the salary to inexperienced employees.

Position in Average Salary for Average Salary for Average Salary for
Agency Position (including Experienced Employee Inexperienced Employee
bonus) (2+ Years) (including (<2 Years)
bonus) (including bonus)
<50K 50-500k | <S0K 50-500k | <S0K 50-500k
Commercial | $40,150 $48,158 $46,727 $53,369 $32,933 $38,024
Lines CSRs
Personal $36,650 $38,996 $39,825 $42,552 $29,115 $33,089
Lines CSRs
Life/Group $36,000 $37,025 $39,000 $50,213 $28,000 $29,644
CSRs
$24,215 $31,358 $29,536 $35,889 $24,333 $26,339
Support Staff
$34,853 $43,663 $38,000 $42,658 $36,000 $35,500
Claims Reps
Accounting $34,798 $40,446 $40,106 $44,058 $25,250 $30,325
Staff

Position in

Average Salary for

Average Salary for

Average Salary for

Agency Position (including Experienced Employee Inexperienced Employee
bonus) (2+ Years) (including (<2 Years)
bonus) (including bonus)

> 500K Average | > 500K Average | > 500K Average
Commercial | $50,905 $49,669 $58,323 $55,138 $41,375 $39,721
Lines CSRs
Personal $43,882 $40,724 $47,012 $44,148 $36,222 $34,174
Lines CSRs
Life/Group $48,102 $40,875 $63,875 $56,050 $35,450 $31,708
CSRs

$36,150 $32,662 $41,022 $36,215 $30,924 $27,742
Support Staff

$50,250 $46,611 $52,050 $46,300 $38,000 $36,250
Claims Reps
Accounting $48,725 $42,850 $58,508 $48,141 $37,250 $32,667
Staff
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2004 Producer and Staff Compensation Survey Results

Compensation for Management and Other Agency Positions

For this chart the percentage of firms shown with people in the various positions is broken down
by agency size — Under $1,000,000 in revenue, between $1,000,000 and $5,000,000 and over
$5,000,000. This was done since the size of the firm usually dictated if it had people in these
positions. The average salaries paid for these positions are then broken down by population
density. The rural are (population under 50,000) was omitted since there were minimal data for
this table.

Position % of Firm with these Average Salaries
Positions

<$1IMM | $1-%5 >$5 50-500 >500
Office/Admin | 16.7% 14.3% 19.3% | $67,750 $71.250
Manager
Accounting 16.7% 23.8% 26.3% $66,500 $68,000
Magr.
MIS/ Data 0.0% 4.8% 38.6% $65,750 $74,000
Process. Mgr.
CL 0.0% 28.1% 64.7% $69,000 $72,000
Mgr./Supervr.
PL 16.7% 32.3% 44.9% $62,500 $67,000
Mgr./Supervr.
Marketing 0.0% 9.5% 18.6% $70,000 $715,00
Manager

The following chart represents the percentage of agencies that pay CSRs an incentive:
Commercial lines — 60.5% Personal Lines — 69.4%
Typical CSR incentive plans

1. New sales bonus
% Commission on new sales
% Bonus on net-new gain
% Bonus after goals are met
2. Bonus on cross-sold accounts or policy increases
3. Profit sharing
4. Percentage of book on top of salary
5. Account retention bonus

Overall percentage payroll increase for CSRs over the past year: 5.8%
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2004 Producer and Staff Compensation Survey Results

Producer Perks

The following chart shows the percentage of agencies with positive responses to the following
questions regarding producers:

Firms with written production
goals for producers

Firms that give producers equity in
their books of business (vesting)
Firms that allow a producer to
purchase equity in the agency
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