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The insurance industry mergers and acquisitions (M&A) market saw a
slowing in the first half (LH) of 2018, with a 15.6 percent decrease in  Industry Segment Trends
yearoveryear transactions from the same period of2017. Witha Insurance Underwriters
total of 260 transactions in 1H 2018, translating to 43 deals per month, :
the market is on track to end at around 510 to 530 deals this year, Life & Health
down from the levels in 2015 (543 transactions) and 2017 (600 Property & Casualty
transaction$. Whilethere are a number of factors at play, a portion of
this decrease is likely due to the mentality we have seen displayed by
the strategic buyer this market—they are being disciplined in their BKDCF Experience
acquisition approach, especially as we near the top of the market, and Apout BKD Corporate Finance
they are weighing where to invest limited resources.
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Insurance Brokers

BKDServices

While deal activity could accelerate in the second half of the year, the
industry may alsbe grapplingvith the new realities in the insurance ABOUT BKDCF

landscape, whichouldimpact M&A in thendustry.Insurtech Founded in 1994, BKD Corporate
continues to rapidly change the environment for both brokers and
underwriters. Virtually everyone is looking to find their way forward in
this new environment and evaluating how to beneficially deploy new
technologieslinsurtechattracted over $2 billion in investments in
2017, an increase of over 35 percent fra@i6. Thisevel of

investment will likely only increase and is projected to climb rapidly
through 2018. That could have a negative impact on the number of
pure-play insurance transactions, including traditional broker and
underwritersales.

Financehelpscompanies and
stockholders go beyond their
numbers by creating value through
investment banking solutions that
include mergers, acquisitions,
sales, recapitalizations,
management buyouts and
financings

INSURANCE CONTACTS

Tony Giordano

President & Managing Director
303.837.3562

" agiordano@bkd.com

Despite a decrease in the number of deals happening in the insurance
market, there are still a number of successful deals getting done at
attractive valuation multiples. Key value drivers we have seen in
successfuiransactions with high multiples this market include the
following:

Whileinsurtech generates a lot of buzz, human assets continue to
play an important role in premium value transactitogay. Strong
leadership teams and a pipeline ofaipd-coming management

talent play a large role in how attractive a company isktoyer.
Buyersare looking for longerm growth opportunities and

companies with outstanding leadership and management assets in
place can often see premium valuation in a transaction.

Jason Corson
Director
417.865.8701
jcorson@bkd.com

Wyatt Jenkins

Vice President
417.865.8701
wjenkins@bkd.com

Overall, companies that tend to have predictable cash flows, high
growth potential, safeguards that mitigate downsits&and high
margins are particularly attractive to buyers and drive significant
value for sellers.

M&A Data Sources&P Global Market Intelligence
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INSURANCE M&A PERSPECTIVES 1H 2018

TRENDS FOR INSURANCE UNDERWRITERS

Number of Insurance Underwriter Deals by Purchase Price*

e

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 ths
Less than $25MM 28 30 36 30 33 33 23 16 26 17 2
$25MM-$50MM 5 7 7 7 5 7 8 6 6 1 0
$50MM-$100MM 8 4 3 11 4 5 5 5 3 2 1
$100MM-$1B 17 7 25 15 14 10 17 9 14 11 0
More than $1B 3 3 4 4 3 1 3 7 3 8 4
Undisclosed 20 29 32 41 33 27 13 32 34 50 26
TOTAL 81 80 107 108 92 83 69 75 86 89 33

Public Comparables**

EV/Revenue EV/EBITDA Public Comparables EV/EBITDA
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*Includes Life & Health, Managed Care, Property & Casualty andihultisurance Underwriter transactions

** | argecappublic comparables include publicly traded companies with over $10 billion in market capitaliudtappublic
comparables include publicly traded companies with $2 billion to $10 billion in market capitatigedlbrgp public
comparables include publicly traded companies with less than $2 billion in market capitalization

SourceS&PGlobal Market Intelligence & Capital 1Q
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TRENDS FOR INSURANCE UNDERWRITERS

LIFE & HEALTH INSURANCE UNDERWRITERS

2017 & 1H 2018 Number of Deals by State* Number of Deals by Year
1 Year  # of Deals

1 2007 48

) 2008 31

-’" T 2009 30

' ’ 2010 41

1

1 1 1\\\1 2011 42

1 A 2012 49

2 2013 41

1 1 2014 26

g 2015 38

2 2016 36

. 2017 41

1H 2018 12

Public Comparables by Market Capitalization

in millions of dollars

Company Ticker 'ﬁf;m 52-Week Price TTM  TTM Enterprise EBITDA EVto EVto
(6/29/18) Range Revenue EBITDA Value  Margin Sales EBITDA
UnitedHealth Group Incorporatec UNH  $245.34 183.86-256.73 207,624 17,593 257,482 85% 1.24 14.64
Anthem, Inc. ANTM  $238.03 179.4-267.95 90,063 5,736 76,612 6.4% 085 13.36
Aetna Inc. AET  $183.50 149.69-194.4 60,705 6,266 61,574 10.3% 1.01 9.83
Prudential Financial, Inc. PRU $93.51 92.05-127.14 61,588 8,449 57,368 13.7% 0.93 6.79
Cigna Corporation Cl $169.95 163.02-227.13 42,522 4,994 43,922 11.7% 1.03 8.80
Aflac Incorporated AFL $43.02 38.3146.19 21,963 4,530 39,965 20.6% 1.82 8.82
Humana Inc. HUM  $297.63 229.84-309.19 54,284 3,662 37,417 6.7% 0.69 10.22
Centene Corporation CNC  $123.21 79.06-126.30 47,198 2,117 24,993 45% 053 1181
Lincoln National Corporation LNC $62.25 61.18-86.68 14,366 2,328 17,600 16.2% 1.23 7.56
Principal Financial Group, Inc. PFG $52.95 52.31-75.59 13,927 2,654 16,349 19.1% 1.17 6.16

Average Top1 61,424 5,833 63,328 11.8% 1.05 9.80
Averagd argeCap(Over $10F 57,449 5367 58242 11.1% 0.99 9.85
AverageMid-Cap($2B-$105 7,754 825 7,173 12.3% 223 (2.30)
AverageSmaliCap(Under $2E 800 89 831  16.2% 1.60 955

*There werdour transactions in 2017 through 1H 2018 with undisclosed target states
SourceS&PGlobal Marketntelligence & Capital 1Q
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TRENDS FOR INSURANCE UNDERWRITERS

PROPERTY & CASUALTY INSURANCE UNDERWRITERS

Number of Deals

65 64

50 49 49
42 41 43 - 46

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 1H 2018

Select Transactions

3/1/18: InvestorGroup acquireAmTrustFinancial Services for $1.4 billion
A An investor group comprised of Stone Point Capital and individual invesy Deal Value/BooWalue:102%
acquired the remaining 45 percent of New YoakedAmTrustFinancial Deal Value/Policy Incom@60x
Servicesincthat individuals of the investor group did not alreasyn. This DealValue/Revenued.44x
transaction takes the company private and allows the company to focus on
longterm decisions, without the emphasis on sherim results. Deal Value/Bookalue:184%
2/13/18: KemperCorp. acquires Infinity Property & Casualty Corp. for $1.3 bj’ Deal Value/Policy Incom&97x
A Chicagebased Kemper Corp. acquired Alabamaed Infinity Property & DealValue/Revenued.87x
Casualty, a provider of personal and commercial auto insurance. Deal Value/Earning3:99x

Public Comparables by Market Capitalization

in millions of dollars

Compan - Fffrfceem 52-Week Price  TTM  TTM Enterprise EBITDA EVto EVto
Pary (6/29/18) Range Revenue EBITDA Value  Margin Sales EBITDA

Chubb Limited CB $127.02  123.96-157.50 32,637 4,444 75392 13.6% 231 16.96
The Progressive Corporation PGR $59.15 43.59-64.77 27,924 2,801 39,125 10.0% 1.40 13.97
The Travelers Companies, Inc. TRV~ $122.34  113.76-150.55 29,246 3,931 39,630 13.4% 1.36 10.08

The Allstate Corporation ALL $91.27 85.53-105.36 38,650 5,249 40,779 13.6% 1.06 7.77
Markel Corporation MKL  $1,084.35 963.79-1,194.9¢8 6,225 417 16,217 6.7% 2.60 38.92
XL Group Ltd XL $55.95 33.7-56.50 11,388 -111 15,814  -1.0% 1.39 (142.72)
CNA Financial Corporation CNA  $45.68 45.16-55.62 9,747 1,553 14,823 159% 1.52 9.54
Cincinnati Financial Corporation CINF  $66.86 66.33-81.98 5,433 516 11,170 9.5% 2.06 21.65
Arch Capital Group Ltd. ACGL  $26.46 25.71-34.20 5,592 1,007 14,793 18.0% 2.65 14.69

Average Top 1 18,538 2,201 29,749 11.1% 1.82 (1.02)
Averagd argeCap(Over $10E 18,538 2,201 29,749 11.1% 1.82 (1.02)
AverageMid-Cap($2B-$10B; 4,123 155 4,767 34% 143 (6.87)
AverageSmalCap(Under $2E 747 66 982 74% 126 24.35

SourceS&PGlobal Marketntelligence & Capital 1Q
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INSURANCE M&A PERSPECTIVES 1H 2018

TRENDS FOR INSURANCE BROKERS

Number of Deals
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 1H 2018
Property & Casualty 185 116 155 173 171 131 172 258 179 194 85

m Life & Health 78 44 50 66 74 34 61 66 64 117 52
® Multiline 18 20 26 51 90 60 94 138 178 202 89
m Other* 10 5 3 7 6 3 8 7 10 14 3
Total 291 185 234 297 341 228 335 469 431 527 229

Top 10 Buyers in 2017-1H 2018

O % of Total
Buyer Buyer Type  Equity- Private Equity Investors # of Deals
Deals
Backed
ABRY Partners, Ares Capital, HarbourVest Pal
Acrisurg LLC Insurance Brok \Y, MidCap Financial Services & Veronis Suhler 81 10.7%
Stevenson
Hub International Limited Insurance Broke - - 57 7.5%
Arthur J. Gallagher & Co. Insurance Broke - - 39 5.2%
AssuredPartnerdnc. Insurance Brok \% ggg? dPartners A IR el AR I [ DYE 38 5.0%
NEP Corp. Insurance Brok Vv HPS. Investment Partners, Stone Point Capital 31 4.1%
Madison Dearborn Partners
Alera Group, Inc. Insurance Brok \% GenstarCapital 31 4.1%
National Senior Insurance, Indnsurance Broke - - 25 3.3%
Hilb Group, LLC Insurance Brok¢ \% ABRY Partners 16 2.1%
RSC Insurance Brokerage, Ininsurance Broke \% HarbourVesPartners & Kelso Private Equity 14 1.9%
Brown & Brown, Inc. Insurance Brok - - 12 1.6%
Total 344 45.5%

*Other consists of title, financial guaranty and mortgage guaranty transactions
SourceS&PGlobal Market Intelligence
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INSURANCE M&A PERSPECTIVES 1H 2018

TRENDS FOR INSURANCE BROKERS

Public Comparables

e

in millions of dollars
Company ke et 52-V¥Zﬁk Price TTM  TTM Enterprise EBITDA EVto EVto
(6/29/18) ge Revenue EBITDA Value Margin  Sales EBITDA

Marsh & McLennan Comp. MMC $81.97 76.68-86.54 14,521 3,501 46,830 24.1% 3.22 13.38
Aon plc AON $137.17 130.87152.78 10,707 2,489 39,267 23.2%  3.67 15.78
Willis Towers Watson Public LicWLTW $151.60 142.67165.00 8,089 1,485 23,783 184% 294 16.02
Arthur J. Gallagher & Co. AJG $65.28 56.20-72.77 6,287 979 14,544 15.6% 2.31 14.85
Brown & Brown Inc. BRO $27.73 21.15-28.64 1,913 601 8,053 31.4% 4.21 13.41
AUB Group Limited AUB $10.08 8.91-10.92 202 54 728 26.9%  3.60 13.39

Averagt 6,953 1,518 22,201 23.3% 3.33 1447

Public Comparables Trailing & Forward EV/EBITDA

Median 1-Year Trailing
EV/EBITDA of 15.11x

16.00x

15.00x

14.00x

13.00x

12.00x
Median 1-Year Forward
11.00x EV/EBITDA of 12.89x
10.00x
9.00x
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——LTM Trailing EV/EBITDA NTM Forward EV/EBITDA

Source:Capital 1Q
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INSURANCE EXPERIENCE

“ T IBKDCF team was instrumental in helping us prepare for JL INTEGRITY
and execute this transformational and rewarding transaction. vemERTIme aRouy

Finding the right investor that checked all of the boxes for our Highland Village, Texas
rapidly growing company seemed a very daunting task but the
trusting relationship that we built with BKDCF while exploring Has received an equity growth

our strategic options ensured that we were working with the inyestmentzivam

right team that always had our best interests in mind. BKDCF

had an excell ent understandi n HGGC

S
strongly recommend the BKDCF team for any business owner Ny
exploring their liquidity or growth capital options
The undersigned acted as financial advisor
. I ity Marketing G LLC in thi
Bryan Adamg Managing Partner rointegriy iIaEZ':iio?“" e
Integrity Marketing Group Highland Village, Texas BKD
orporate rinance,LLC
POST-TRANSACTION FOLLOW-UP

Since Integrity Marketing Group’s r e c:

“ 1 MG”)
tripled its revenue and EBITDA and doubled its headcount ingetvo AT A GLANCE
period. IMGs on pace to triple again in 2donths. IMGachieved this through
organic growth and 12 adah acquisitions, becoming a nationwide distributor
and preferred partner for insurance carriers in the semarket. IMGs now
the largest distributor of products to the senior market, covering everything
from Medicare Supplement and Lemgrm Care to Final Expense products i
through its partnebusinesses. IM&aches 130,000 independent agents, ~ Revenue & EBITDA In
producing around $850 million in annualizgdmiums. 24 months

HGGC’s investment has also hel ped | t bui I
additions of a new Chief Financial Officer and Vice President of Operations, IT

and BusinesBevelopment. HGGtas also worked with IMG to find a new

headquarters and consolidate baaffice functions into a shared services ;
team. Allof this behindthe-scenes work that HGGC has helped IMG with hasDOUbIed Neaccolmtin
been critical to the successful integration of guguisitions. Thewners of 24 months
the 12 businesses that IMG has acquired continue to run their businesses

while becoming equity partners iMG. \@ﬂ 2
If you have any questions about recapitalizations or succession planning,

please contact our Insurance tedoday. Acquisitions
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'\i' '\ L \‘ : I
Tony Giordano Jason Corson Wyatt Jenkins ‘ ‘
President & Managing Director Director Vice President

Denver, CO Springfield, MO Springfield, MO
303.837.3562 417.865.8701 417.865.8701 Consumer Technology,
agiordano@bkd.com jcorson@bkd.com wjenkins@bkd.com Services & Media &

Products Telecom
ABOUT US

The professionals of BKDCF have more than 200 years of combined experience

helping company owners plan for and execute their growth and exit strategies. Fro - -
managing the sale of a company to negotiating the acquisition of a competitor or T TR |=,ﬂ,=|
raising debt and equity capital to improve financial and operational flexibility, BKDQF ﬂﬂﬂﬂ

can help you to develop a specific course of action for achieving your desired results
BKDCF, a wholly owned subsidiaB €D, LLp, helps companies and stockholders go Fmar?C'aI Health
beyond their numbers by creating value through investment banking solutions that Services Care

include mergers, acquisitions, sales, recapitalizations, management buyouts and
financings.

Founded in 1994, BKDCF is staffed with experienced investment bankers and fina
analysts. In addition, the firm draws on the resources of BKD with its network of

accountants, auditors, tax professionals, business consultants and irshestific
consultants.

Construction &  Energy
Engineering

L |
EEmpvs &

L;‘ Manufacturing Business
® BKD Office & Services
® BKD/BKDCF Office

Distribution

BKDCF is a member of the Financial Industry Regulatory Authority and the Securities Investor
Protection Corporation.
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1H 2018

BKD SERVICES

Abundant services.
Sheer precision.

BKD, LLp offers a full range of services and indudtrgused expertise to provide you with insightful solutions and
help you stay a cut above the competition.

FINANCIAL

ASSURANCE

A Audit, review & compilations
A Benchmarking

A Internal audit

A Internal control studies

A SEC filings

A SOX 404 compliance

CONSULTING

A Accounting outsourcing

A Bankruptcy consulting

A Budgeting & financial planning

A Cost accounting

A Employee benefit plan
structuring & administering

A ESOP feasibility analysis

A Forecasts & projections

FEDERAL & STATE TAX

PLANNING & COMPLIANCE

A Compensation planning

A Corporate tax planning

A Inventory tax planning

A R&D tax credit enhancements

A Real estate cost segregation
studies

A Restructuring planning

A State & local tax planning

FORENSICS & VALUATION
CONSULTING

A Bankruptcy services

A Business valuations

A Fraud prevention

A Litigation support

INTERNATIONAL TAX
STRATEGIES

A DISC

A Expatriate assignment services
A Foreign tax credit planning

A Global structuring support

A Indirect global taxes

A Transfer pricing

INVESTMENT & FINANCIAL
PLANNING

A Estate & gift planning

A Family tax planning

A Investment management
A Personal wealth planning
A Retirement planning

TRANSACTION SERVICES

A Federal, state & local tax
diligence

A Financial diligence

A Operations diligence

A Technology diligence

GROWTH & ADVISORY
|
INVESTMENT BANKING

A Mergers & acquisitions

A Company sales & divestitures
A Debt & equity recapitalizations
A Management buyouts

A Affiliations

A Succession planning

A Strategic options analysis

ECONOMIC DEVELOPMENT
A Expansion projects
A Grants & public incentives

INTERNATIONAL MARKET
A Development

A Exporting

A Direct investment

A Licensing

A Acquisitions

OPERATIONS MANAGEMENT

PERFORMANCE ENHANCEMENT
ADVICE & KNOW-HOW (PEAK)
METHODOLOGY

A Business process improvement
A Decision costing

A Inventory optimization

A Lean manufacturing

A Profit improvement

TECHNOLOGY

APPLICATIONS SOFTWARE
A BestAbra

A MAS 90, 200 & 500

A Microsoft CRM

A Microsoft Dynamics AX

A Microsoft Dynamics GP

IT SERVICES

A 1T assessments & planning

A 1T control reviews

A Project management assistance

A Security solutions & penetration
testing

STRATEGIC TECHNOLOGY
A Ebusiness planning

A 1T assessments & planning
A Systems selection & implementation
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