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5. POWELL BROWN, CPCU
Presidentand
Chief Executive Officer

2012 'waégé.;yéé_r.;bfchange, growth
and reflection. Our goal last year was .-
to grow organically and profitably. We -

were successful on :boéh fronts, We

past five years, and we grew our net

income by 12.2%. As you Rnow, our -
Company is a proxy for the middle- '
market economy, and we began to
see encouraging indicators from

our c_!ie_'nt__s:la'st-yeai. In addition,

we completed acquisitions which
had estimated annualized revenues
of $150 million, highlighted by $107
mi-llion:éttri_b;ptabie to Arrowhead.
Thro&gho'ut__the'yéar we added 884
teammates. Today, we have 6,548
teammates acréss the US andin
London, and we have expanded our
footprint and capabilities.

RETAIL

We grew the Retail Division's core
commissions and fees revenue
organically 1.5%, and tota} r_even'ues
were up 6.1% overall to $644. 4 million.
Qur core margins impfoved incre-
-mentally and we started to see

some of our chents husunesses -
‘do better in2012. tam Frequentiy

ashed "What has the blgger 1mpaéz :

' on your business: rates or exposure C
-units?”| have regulariy responded ;
: "Exposure un;ts {;e payroll saies

.number onehlc!es and number
ofemp!oyees) which in rny view _' '

: repfesent 65—75/ ofthe 1mpact

. while rates account for the remam» S
grew our core commnss:ons and fees . '

revenue: orgamca![y by 2.6%, up me_-
the n_e_gap:ye_ _l_r_ute_r_na_i growth of the .

mg 25~35/ Dunng the year ] ashed

: -C_h_arile Lydecker to become the
. ﬁrst~ever Presidentofcur Retail -

Division ~ a well- desefved promo—
tion. for someone who'i is mtensely .

o focuseci on internal revenue growth
“and cfrwmg operatmg proﬁt do}tars. I

NATEC}NAL FROGRAMS

* Organic growth in National Pro- '

grams' core commissions and fees
revenue was light at 0.8%, in part
because the 13.4% organic growth _
logged by Arrowhead was not
included due to the fact that 2012
was Arrowhead’s first year with
our team. Hagd Arrowhead's growth
been included, the increase in



National Programs’ core commis-
sions and fees revenue would héve
been around 3.8%. Total revenues :
of this Division increased 53.8% to
$252.9 million.

WHOLESALE BRUOKERAGE

Al of our Wholesale Brokerage
Division_qpérat_ions were consoli-
dated under the leadership of Tony
S_tria.hese,.Regip:nai President, in

' : _20?2.3Du'r'ing the year, the Whole-
sale BroRerage team grew core
commissions and fees revenue
orga'hi'caliy 6.]_‘}3, and total revenues
were up 5.4%, to $183.6 million.
With Tany at the helm, this Division
grew by $9.4 million in organic core
commissions a_'n:d fees revenue
doliars - the most of any of our
divisions. Great job! Tony and his
team did a wonderful job of deliver-
ing for their clients while improving
our refatio'nships with our strategic
partners. Dur_ih_g the year we asked
Kathy Colangelo, a longtime leader
in Wholesate Brokerage, to join
our Senicr Leadership Team as a
Regional Vice President. She
continues to help us grow and
get better every day.

SERVICES
Services grew its core commissions
and fees revenue organically, as -

a percentage, the most of any ofo‘i_;nr

Divisions, at 8.6%. Total revenues
were 5116.7 million, up 76.9%, and

BROWMN B BROWMN, 18,

2012 highlights included the
addition QFAmerican Claims
Management (an Arrowhead
business) and strong internal
revenue growth posted by several
other g'r:ea't; stinesses in this
Division, including The Advocator

Group®¥, NuQuest/Bridge Pointe®

and Colonial Claims.
ACQUFS!?&GNS
We compie{ed acquts&tions

representmg an aggregate of
$ISO meiilon of annualized rev-

enues m 2012 Scott Penny, our L

ChleFAcquItmns Officerand .
Reglonai PreSident and his team
did a great ;ob of identifying
well- mn busmesses that fit
culturally w:th Brown & Brown,
Frequent_t_y, you will hear me refer
to the acquisition pipeline as
”Iumpy. "however, even though
the ”when and_ "why” are differ-
ent for each sale, we sirive 10 be
ina pusmon to talk with every
potenttai seller

CAPITAL ST RUC? URE/GOALS/PEOPLE
We have been criticized for our
tack of internal revenue growth

during the years 2007-201.
~ Although we continued to have

industry—'leading margins and a
strong balance sheet, our stock
price suffered. Going forward, we
want to corntinue to grow our busi-

. - ness arganically and profitably. In

order (o reach our next intermedi-
ate goal of 52 Billion in revenues,
we believe we will need roughly
4,000 additional teammates —
some will come through acquisi- =
tions and many we will hire from
other industries, and colleges and

-_umversatnes to be trained and

mentored. The "people process .

. .is without doubt the most impof— _
tant component ofgettmg to the L
' '_nextievei : '

g .For_ou_rlong.ttme sharehdlde_rs, R
“we wouild like to thank you foryour .
- continued support, and we wel-

come our new sharehoiders We

: are stronger financially, and

to_ugher, as a result of 2007-2011

s was a painful period, but today
- we are a better company for it. -

_Finally,  would like to thank each
-and every one of our teammates - .

f:;)r everything they have done, é'n_d
wilt do, For our clients. It's a ptea?
sure to work with and for you all.

s

). Powell Brown, CPCU

President and
Chief Executive Officer






RETAIL DIVISION
OFFICE LOCATIONS

Astzona
Arkansas
California
Colorade
Lonnecticuy
‘Detaware
Horida
Georgia
Hinos

Indiana
Kentucky
Louisiana
Massachuselts
Michigan
Minnesota

Contribution
to Total
Revenues

53.7%

" Nevada
. New Hampshire
'-Néwierséy
) '-New_Ma_xica .
: MNew York
-Ohio
.'Ohlaﬁoma

Oregon

Permsylvania
South Caroling

Tennesses

Texas

Virginia
Washington

Wisconsin

o

A

5
LT

Division Total Revenues
DOLUARE 1N AL LIRS
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The Retail Division, Brown & Brown's largest, generated 53.7% of the
Company’s total revenues in 2012, and is comprised of 3,461 insurance
professionals operating in 105 decentralized profit centers throughout
30 states. These opera{ions-@rovid‘e varied and innovative products
and services inresponse (o the ever-changing demands of our middle-
market clientele, Just as no tWo markeiplaces are exactly alike, no two
Brown & Brown retail offices are exactly the same. Each profit center
leader is strongly encouraged 1o antitépate the needs of the market-
place by identifying and developing unigue insurance produtts_and

by accessing existing proprietary initiatives of other Brown & Brown
offices. As a result, our retail afﬁces have been successful in develop-
ing expertise in certain insurance coverage niches with the support

of our regional aﬂd national camer partners. Examples of areas of
achnow]edged experuse mcéucﬁe #c}ng -term care prowders condomini-
ums; highway contractors; recreauonai vehicles and power sports
craft dealers; yacht and marine fleet owners; equine; aviation; medical
malpractice; earthqua!’ze and dry ciearzmg estabi!shments 0 name
but a few,

Brown & Brown’s core retail competenc:fes continue to be in rhe categories

of property insurance relating to physical damage to property and resultant
interruption of business or extra expense caused by fire, windstorm or other -
petils; casualty insurance re!azmg to Jegal liabilities, workers’ compensation,
and commercial and private passenger automobile coverages; and fidelity
and surety bonds. Additionally, we sell and service group and individual life,
accident, disability, health, hospltallzatlon medical and dental i insurance.

The employee benefits segment of our business is currently experiencing
the most significant legal transformation, thereby affording another excellent
opportunity for Brown & Brown to deploy its collective arsenal of ideas and
solutions. Staying abreast of the constantly changing benefits industry

and healthcare reform requirements enables our retail agents to ably assist
our customers in making informed decisions on all aspects of their group
benefit plans with full awareness of the impact to their bottom lines. Addi-
tionally, we provide a growing number of services outside the traditional
insurance placement, which include: a Brown & Brown private exchange;
pharmacy benefit analysis tools; actuaries; proprietary online enroliment
systems; benefits communication platforms; employee surveys; human
resource services; wellness services; back-office service center; defined

“contribution specialist; Taft-Hartley expertise; association expertise; and

health care reform madeling tools.

The Brown & Brown Retail Employee Benefits operations generated approxi- -
mately $225 million of revenue in 2012, representing approximately 19% of

our Company’s total revenues, and in 2012, our Retail Division President
named the first National Benefits Leader for all of Brown & Brown. This new



leader’s priorities for 2013 include implementation of
our private-label exchange, compliance training,
collaboration tools, agency management system
upgrades, national vendor agreements, healthcare
reform resources and carrier relationships.

Retail Divisioh-acquisitions during 2012 consisted of
15 high-quality transactions, totaling $34 million in
annualized revenue, and bringing nearly 300 new
teammates. Leaders who have joined us as the result
of acquisitions, including both our Retail Division-"Top
Gun” and theleader of our "Office of the Year” for 2012,

continue to serve as our best references. Among the
challenges of the coming years, continued increase in
the depth and breadth of our Retail Leadership Team
remains a key focus. The highest quality individuals
are being added to our "bench” daily to ensure we have
teammates that are ready for whatever challenges may
confront us in our ongoing quest for sustainabile
growth. This Division is emerging from the protracted
economic downturn of past years with increased _
momenium and discipline, as evidenced by a strong
top-line finish and improved margins in 2012,




NATIHONAL PROGRAKS DIVISION
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The depth and breadth of our insurance knowledge and expertise

is nowhere more evident than in our National Programs Division,
which has origing dating from the 1970s. Today, this Division manages
or administers more than 34 programs that provide a broad spectrum
of insurance produdts and services to a wide variety of customers. in
most cases, the insurance carriers that support the programs have
gelegated underwriting and, in many instances, daéms ~handling
authority to our programs operations, These programs are generally
distributed through naizonw ide networks ofmdepeﬂc}em agenis and
offer targeted products’ and services desighed for spec ificindustries,
irade gmug}s pfofessmns pub%m entitiss and maf?%et ma:hes

Our Nat;onai ngrams Dlvzsaora operations can be grouped into four
broad categories: :

1 Commercial Programs

2| Professional Programs

3| Arrowhead Insurance Group Programs
4| Public Entity-Related Programs

COMMERCIAL

Proctor Finand aE mc;

Proctor Financial, inc {PFi) is a leader in lender-placed hazard and flood
insurance for residential, Real-Estate-Owned ("REO") and commercial
properties. Providing more than 1,700 financial mstxtut:ans nationwide with
lender-placed coverage and hazard tracking services, PF} worhs with seven
carriers rated "A-".or better by AM. Best and administers i insurance on over
150,000 properties throughout the US. and its tern:ones mciudang Guam
and Puerto Rico. : O

in addition to competi{ive i-nsurance products, PFI offers custo_mized servic-
ing solutions o financial institutions based on their business needs. PF's
hazard-tracking services include imaging services, an e-client portal, man- .
agement reports, compliance resources, borrower care center, new loan
setup, quality control, and escrow and tax services that provide clients with
innovative means of improving efficiencies and enhance’ ‘borrower relation-
ships through customized technology workflow processes

PFl has partnered with financial institutions and property and casualty
agents for decades to provide quality insurance products and technology-

‘based administrative solutions. PFl's customized solutions reduce
. administrative costs and streamiine operations for clients. Business

relationships are enhanced by PFY's dedicated service team, who work
tirelessly to achieve borrower satisfaction.. .



PFI has obtained 150 9001 registration: for the servicing
of lender-placed insurance, further confirmation that
PFi's system and products consistently meet or exceed
international standards of quality. In 2011 and 2012, PFI
earned the Benchmark Portal Call Center of Excellence
Award, a prestigious honor in the customer service and
support industry recognizing commitment o efficiency
and effectiveness. These achievements highlight PFI's
dedication to superior performance.

- Flovida Inrracoasial Uinderwriters,
Limited Company

Florida Intracoastal Underwriters, Limited Company
(FIU) is @ managing general agency founded in 1920
that specializes in providing property coverage for the
largest of the high-rise condominiums and apartment
buildings that dominate the Florida coastline. FiU

* perfofms underwriting, administration and claims
functions For the insurance companies it represents
and is widely recognized in the insurance and reinsur-
T ance communities as one of the premier underwriting
organizations for wind-exposed properiies in Florida,
with written premiums exceeding $100 million. - -

Fluy has been lssumg polictes on behaif oFthe same

“A"- rated insurance company for the past 10 years

The program is supported by numerous reinsurance
partners that participate in varying percentagesin a
unigue reinsurance Facility that provides the very large
limits needed to insure some of the largest structures
in Fionda :

The success of the FIU program can be attnbuted to the
consistency of its resuits produced by strict adherence
to its core underwriting principles and the consistency
of a management team and key personnel that have
nearly all been in place since its inception,

American Speciaity insurame &
Rish Services, inc

American Specialty insurance & Risk Services, Inc,
offers a large portfolio of insurance programs designed
to meet the needs of the sports, motorsports, enter-
tainment and recreation industries. American Specialty
serves a broad range of insureds, including amateur

.and professional sports teams and associations, local
fairs and Festivals, special events; convention and civic




centers, family entertainment centers, motorsport race

teams and tracks, amusement parks, horse tracks

. and dog tracks, stadiums, gymnastics centers, indoar
soccer facilities and zoos. American Specialty’s
programs offer multi-line coverage options, including
general liability, excess liability, property, auto and
participant accident insurance, American Specialty
provides services such as underwriting, marketing,
claims management, risk management and policy
issuance/administration on behaif of insurance
. carriers with which it has exclusive arrangements.

. American Specialty’s programs are distributed on
:a nationwide open-market basis through local inde-

“pendent agents.

Parcel insurance Plan® {PIP®)

- Parcel Insurance Plan (PIP) offers discounted rates on
- shipping insurance compared to the declared value
coverage offered by other carriers, and is the oldest

“o and fargest provider of parcetinsurance in the country.

"PIP offers convenient efectronic reporting of shipping
activity and prompt claim payment. PIP is now inte-
grated into the shipping label technology of several of
the country’s largest e-commerce companies,

PIP was founded in 1966 with the mission of providing =
dramatically lower-cost shipping insurance to business -
shippers, while offering superior customer service

and claims handling. Since its inception, PIP has been
underwritten by one of America’s largest and most
established insurance companies. Now, more than

47 years later, PIP is the country's first and largest
supplier of third-party shipping insurance.

Shipping insurance covers packages in the event that
they are lost or damaged while in transit. PIP insures
packages shipped via most couriers and other freight
or small parcel carriers. The carriers charge the same
shipping insurance rates to all customers, including
high-volume commercial shippers who pack, labet and

- document their shipments better than the general

public. PIP? offers an extremely competitive alternative,
rewarding these companies with the low rates and
excellent service they deserve. Shippers who qualify

for PiP? are those who spend about $1,000 or more

annually with a carrier Lo insure their packages, or
shipat teast 600 in value per day.




fndustry Consulting Group
Industry Consulting Group {ICG} is a leading propetty
tax solutions provider headguartered in Dallas, Texas.
Warking closely with our Proctor Financial, Inc. opera-
tion, ICG provides a broad range of tax products and
services organized in four core lines of business —
mortgage ofigination and servicing, oil and gas |
production, trust management and corporate-owned
and leased real estate, ICG has demonstrated consis-
tent growth during the past 26 years, expanding from
a predominately Texas tefritory to a full-coverage,
full-service national footprint, Today, ICG provides a
" comprehensive product line of taditional and non-
traditional services to more than 150 clients and
“'manages a tax porifolio of nearly one million real
“estate and oil-and-gas properties across the country.

brving Weber Associates, Ing. (iWA'@} ~ Fabricare
Insurance Program®

IWA is a full-service program administrator specializ-
ing, for the past 67 years, in the design, marketing and
underwriting of niche industry insurance solutions.
Long Rnown for its signature dry cleaners program,
IWA is now a leading program provider for coin-oper-
ated {aundromats, convenience stores, office product
retailers, gracery stores and restaurants. As a well-
respected national program administrator, IWA enjoys
the endorsement of 12 dry cleaning associations,
including the Dry Cleaning and Laundry institute, as
well as the premier dry cleaning restoration franchisor,

Each of IWA's unigue insurance programs offers
specialized coverages aimed at the needs of a particular
industry. Examples of these are JWA's bailee coverage
for dry cleaners, which is unlimited with minimum
sub-limits; pump and canopy coverage for convenience
stores with gas stations; water backup for laundromats;
and food spoilage for restaurants,

Acumen Re Management Corporation
Since 1993, Acumen Re has been active in the faculta-
tive reinsurance casualty market, providing outsourced
. technical expertise in workers’ compensation, general

: liabifity and professional liability (directors and officers
along with ervots and omisstans) reinsurance accounts:

Acumen Re's territory encompasses the entire United
States, and this entity accesses insureds via approved
reinsurance intermediaries strategically located
throughout the country.

AFC Insurance

AFC Insurance is a program administrator specializ-
ing in niche property and casualty products for both
for-profit and nonprofit social services agencies and
home health care operations. As an industry leader
backed by “A"-rated carriers, as rated by AM. Best, AFC
offers nationwide programs deszgned to meet the
unigue needs of insureds cperat:ng in the health and
human services sector. -

Asa social services msurance spec;at:st AFC prsdes
itself.on its unparatleled risk knowledge and offers
Humanity Phus®™ — a human and social services
insurance program featuring unique coverages
designed to protect a variety of social setvices risks
throughout the U.S. Eligible classes inciude adult day
care centers, group homes, homeless shelters, mental/
behavioral health facilities, alcohol and drug rehabilita-
tion centers, services for the developmentally disabled,
food banks, soup Ritchens and many more.

in-Home Plus™ is AFC's home health care insurance
program, written on a national basis. With specialized
understanding of home health care and hospice
agencies, AFC offers a program customized to meet
the unique needs of a full range of related risks.
Eligible classes include skifled to non-skilled nursing
care, physical, occupational and/ar speech therapy,
home health aides, basic assistance, hospice,
companion care, nutritional support, visiting nurses
assaciations, nurse registries and medical staffing.

AFC's human and social services insurance program
and home health care insurance program offer compre-
hensive packRages, complete with caverage for general
and professional liability, property, umbrella, auto, abuse
and molestation and coverage endorsements and
enhancements such as volunteers and independent
contraciors as insureds, optional Rey employee replace-
ment endorsement and optional extended coverage
endorsement with blanket additional insured. AFC also
offers workers’ compensation, accidert and health, D60 ¢
and employrent practices liability {"EPLI") coverages.



PROFPESSIONAL PROCEAMS

Calhurance Associares, CITA insurance

Servic and Lancer Clalms Services
Brown & Brown Program Insurance Services, inc.,
based in Orange, California, offers specialty programs
and operates under the rade names "CalSurance
Associates,” "CITA Insurance Services” and "Lancer
Claims Services,” The Focus of this business, which
celebrated its 50th anniversary in 2012, is the sale and
:service of professionat lHability insurance to more than
100,000 individuals and smalt irms in the ﬁnanc;al
services seclor.

CalSurance® co-lt'aborates with program sponsers and
underwriters to develop customized group insurance
programs for life insurance agents, property/casualty
insurance agents, registered representatives and
investment advisors in all 50 states. Program sponsaors
include some of the largest insurers and independent
security broker/dealers in the United States as well as
industry associations and other affinity partners. Most
programs are written through a risk purchasing group
on a master policy with certificates for each member
{agent, rep, advisor, or firm). CalSurance has proprietary
systems that facilitate the sale of insurance online and
provide sponsors with flexible program administration.
An integral part of the services on these programs is
the claim adjusting provided by Lancer Claims Services,
a division of CalSurance,

CITA Insurance Services is a nationat program admin-
istrator with underwriting authority for severai classes
of professionals including wholesale life brokers,
benefits consultants, real estate agents and insur-
ance agenis, Business is sclicited from independent
agents and in some cases programs are marketed
directly to prospective policyholders, CITA Insurance
Services is also a wholesale brokerage for risks in the
hospitafity industry, '

B&B Protecior Plans, Inc

_The professional programs teams that comprise B&3
Protector Plans, Inc, based in Tampa, Florida, act as
national administrators of prppe{ty and casualty

insurance solutions for professionals. Doing business
as the "Professional Protector Plan® for Dentists”,

the "Lawyer's Protector Plan®”, the "Optometric Protec-
tor Plan®" and others, this operation’s reputation for
innovation and client service is based on a 44-year
history of meeting the complex insurance needs

of allied healthcare professionals, including dentists,
physicians and optometrists, as welt as lawyers and
other professional groups, related to protecting their
practices from the risk of financial loss.

Working in concert with prominent national carriers
and an established network of distribution partners,
B&B Protector Plans, inc. excels in product develop-
ment, program underwriting, policy service, sales,
national advertising and promotional campaign

development and, more importantly, the rdenttﬁcation -

of emerging trends and new client needs in the
rapidly changing, competttw& insurance envsmnment

These programs embrace change as an opportunity
to deliver value to clients in new ways. As advances
in information technology change the character

and structure of the insurance business, there is
commitment to the delivery of fast, economical,
client-responsive undenwriting and efficient pol:cy~Eeve!
data management and analysis. The professional '
programs administered by B6B Protector Plans, inc,
are generally characterized by stable, long-term carrier
relationships, desirable loss ratios and knowledgeabie
local distribution partners. Innovation in the delivery of
insurance services is a cornerstone.

TitlePac® inc.

TilePac is the nation’s largest provider of errors and
omissions {"E&G0") coverage teo title professionals
across the country. This coverage was designed in
1972, when the principals of this entity determined
that E&O products available to title and abstract
professionals were too expensive and afforded less
than adequate coverage. Coverage was later added
for real estate settiement agents, real estate closers
and escrow agents, Since that time, TitlePac has
become the recognized leader in this line of business
with a market share in excess csf 30%. Over the years,

10



TitePac has helped revise title professionals’ E&O
“coverage forms, with the consequence that almost
—every currently availabie titie EGO policy form inciudes

_ language that TitlePac helped develop.

' TitePac is not simply an agent shopping title profes-

“sionals E&O. Rather, this entity has underwriting and
binding authority with a domestic insurance carrier
rated "AXV" by A M. Best. This program enables
TitlePac to pravide quick and knowledgeable service
to title professionals in 48 states. The program offers
quality coverage, rates tailored for this industry and
lower minimum premiums for those who qualify.
TitlePPac and its carrier partner work hand-in-hand to
deliver quality service and knowledge through the
titlte professionals program, and TitlePac also offers
quotes from other "A”-rated markets to applicants
who do not gualify for the program. These other
markets may offer limits up to $2 million with prior
acts or retroactive coverage to applicants who meet
certain underwriting qualifications.

i

ARROWHEAD INSURANCE

GROUP PROGRAMS

Onanuary 9, 2012, we completed the acquisition of
Arrowhead Gensral insurance Agency, Inc. [Arrow-
head), a national Insurance program manager and ong
af the largest general agents {"CAs"} in the property
and casualty insurance industry in the US. Arrowhead,
based In San Diego, California, acts as a “virual
insurer” by providing outsourced product development,
markeling, underwriting, actuarial, compliance and
claims and other administrative services for more than
20 Insurance carrfer partners, While Arrowhead has full
underwriting authority from 118 canier pariners, it does
nat assume any underwriting risk. As a GA, Arrow-
head has the authorily o underwrite, bind, and issue
policies, collect premiums and provide administrative
and claims services. Arrowhead also provides third-
party clabms administration {"TPA"} services through
its sister operation in our Services Division, Ametican
Jabms Management, Inc [ACKM) Arrowhead's tumbey
service affering enables carriers (o minimize invest-
ment in product development, infrastiucture and
aperations and (o quickly take advaniage of market
disfocations and opportunities,



Arrowhead currently offers 19 insurance products
through nine distinct programs and maintains a distri-
bution network of over 3,100 agencies in more than
5,600 locations nationwide. Each of Arrowhead's
insurance programs targets a distinct market niche and
has its own underwriting staff and distribution network.

The comerstone of Arrowhead's infrastricture is its
technology ptatform, which includes 10 highly custom-
ized policy administration systems, an integrated
claims managerment system and Arrowhead Exchange,
a secure online portal that allows agents Lo transact
business electronically. Arrowhead Exchange enables
automated quotes, binding and policy issuance/renewal
in addition to post-sale servicing [policy inquiries and
billing). This platform attracts customers through its
ease of transacting business, allowing producers 1o
turn around poticies in as little as a single day, and
lowers operating costs with increased automation:
Currently, Arrowhead Exchange handles more than
120,000 monthly transactions. Additionally, approxi-
mately 95% of all personal lines transactions:are
submetted online.

Arrowhead s programs are roughly sp!rt between
operati ons prov;dlng specially insurance: coverages

1o commercial entities and operations offering per-
sonal lines insurance coverages to individuals. Some
of Arrowhead’s programs inchude:

Arrowhead - Special Risk

The Specnai Risk Division at Arrowhead is a recognized
leader i in the commercial property segment of the
industry. Arrowhead provides difference in conditions
{"DICT), commercial earthquake, and "all risk” cover-
ages on behalf of several highly-rated and recognized
insurance cormpanies. Arrowhead also has a commer-
cial earthquake program tailored for smaller businesses,
Arrowhead has the capacity to offer in excess of $100
million in imits for businesses that meet its underwrit-
ing guidelines. Distribution is primarily accomplished
through wholesale brokers.

Arrowhead — Workers' Compensation

Arrowhead provides workers’ compensation coverage
in 43 states for California-based insureds. Arrowhead's
workers' compensation franchise is focused in targeted
industry segments such as agriculture, contractors, food
services, horticulture and manufacturing, The program
offers insureds a range of incremental setvices including

iz



toss control, dedicated claims contacts from American
Claims Management and flexible billing options such
as a monthly self-reporting feature.

The Workers’ Compensation Program is supported by
five carriers, and distributes its product through 400 retait
insurance and whelesale agencies in 562 locations.

Arrowhesad - Persanal Property

The Persanal Property Program provides coverages

far homeowners and renters in approximately 17 states.
Coverages include HO6 {condominium), HO3 {(home-
owners’}, HO4 {tenant/renters’), DIP3 {dwelling ﬁre) and
personal umbrefla liabitity.

Products are distributed through a mix of over 1,500
retail agencies and online aggregators in nearly 3,000
locations. The majority of the program’s business is
ransacted through Arrowhead Exchange.

Arrowhead -~ Residential Earthauake

The Residential Earthquake Program specializes in
monoline residential earthquake coverage for California
home and condominium owners. The program gener-
ally covers dwellings with replacement values between
575,000 and 35 million.

Products are distributed through a mix of retail
agencies and online aggregators. The majority of
this program’s business is also transacted through
Arrowhead Exchange.

Arrowhead ~ Automotive Aftermarie!

The Automotive Aftermarket Program was launched

in 2012, This program offers commercial package
"insurance for non-deafership automotive services

operations such as auto recyclers, brake shops,

*. equipment dealers, mechanical repairs, oil and jube

: shops, parts retailers and wholesalers, tire retailers and
: wholesalers and transmission mechanics. Coverage

'-f_i includes building coverage, contents, commercial

- umbrelia, equipment breakdown, fleet and service

" vehicles, garage and general habmty and mechanics’
errors and omissions,

13

Wheaels

Arrowhead —
The Wheels Program provides private passenger
automobile and motorcycie coverage for a range of
drivers. Arrowhead’s auto program offers two personal
auto coverage types: one traditional non-standard auto
product offering minimum state required liabifity imits
and another targeting fuli coverage, multi-vehicie rishs.
The majority of the business is submitted and pro-
cessed through Arrowhead Exchange and is written in
six states; California, Arizona, Mrchlgan Washingion,
Oregon and Texas.

Products are distributed through a mix_ of retail agen-
cies and online aggregators. '

PUBLIC ENTITY-RELATED PROGRAMS

Thesa operations provide insurance programs
designaed specifically for cides, municipalites, schon]
boards and quast-governmental agencies. Offerings
range from fully inswred programs 1o risk retention
nsurance pools o excess and facuitatwe specific
f“GVCAY‘AFEQC

Canfield & Associates L

Located in Ephrata, Washington, Canfield & Associates
has management coniracts for five programs {the
"Programs”) that provide property and casualty insur-
ance coverage Lo cities, counties, municipalities and
school boards in the State of Washington. The Pro-
grams are as follows: the Cities Insurance Association
of Washington {CIAW), which is comprised of more
than 200 cities and special districts; the Schools
Insurance Assocdiation of Washington (SIAW) and
the United Schools Insurance Program (USIP), two
school programs represernting nearly 200 schools:
the Washington Rural Counties Insurance Program
{WRCIP) made up of eight counties; and the Non-Profit
insurance Program {NPIP) made up of 526 private
non-profit organizations.

The Programs have self-insured retentions ("SIRs")
which vary by line of coverage from a low of $50,000 to
a high of $250,000 on each claim. Excess or reinsur-
ance is purchased.above the SIRs to reach the desired



lirmits. Canfield utilizes an independent actuary to
help determine the funding necessary to adeguately
fund the budgets for each Pragram. Canfield is also
responsible for the administration of the Programs in
preparing their budgets as well as providing certain
accounting functions. The annual budgets for all the
Programs total approximately $60 million. Ultimately,
Canfield team members present information to the
separate Boards for each of the Programs with respect
to services performed by Canfield and those Boards
make the final decisions on actions taken.

Public Risk Underwriters®

Public Risk Underwriters of Florida, inc. {PRUFL}
administers the Preferred Governmental Insurance
Trust {the “Trust”) that was created in 1999 to provide
commercial property and casuaity insurance to Horida
public entities inclisding cities, counties, schools and
special taxing districts, PRUFL. is responsible for per-
forming adminisirative funcrions for the Trust, including
placement of éxcess insurance policies, rating and
underwriting, policy issuance, loss coniral services,
member services, marketing of the Trust, caordination
" of the claims-handling process, and accounting and
fnancial reposting,

A distinct advantage enjoyed by PRUFL is that the
Trust is the only public entity trust in Florida that

- distributes commercial insurance products exclusively
through a retail insurance agency force. This enables
Trust members to deal with a local agent, and affords
. them access Io additional services provided by these
retail insurance agencies. The Trust also provides is
members periodic property appraisals, a toll-free
hotline 1o assist with potential professional liability
claim situations, a guarterly newsletter, periodic webi-
nars and in-person regional seminars with guest

- speakers that address relevant insurance topics.

During its existence, the Trust has grown to several
hundred members with more than $88 million of

" iannual written premium and a cumulative aggregated
. surplus of more than $80 million. This financial

strength, combined with a disciplined underwriting
approach and lang-term commitment to providing
high-quality insurance services to the Trust's members
at a competitive price, are key factors in the ongoing
success of the Trust and PRUFL.

Public Risk Underwriters of indiana, L1 d/b/a Downey
Public Risk Underwriters

Public Risk Underwriters of indiana, LLC [Downey)
has been providing insurance and risk management
services for public entities since 1970. For well over
20 years, Downey has been the administrator of
Indiana Public Employers Plan, lnc. {{PEP) and it has
become the largest provider of workers’ compensa-
tion for Indiana public entities in the State of Indiapa.
Currently, IPEP provides coverage for over 500 jocal
governmental units, representing approximatety

$1 billion in public worker wages.

Downey is also the general agent for a public entity

property and casualty insurance program underwritten
in partnership with an “A"-rated insurance carrier. This
program offers comprehensive package lines of insur-
ance inciuding professionat Hability for law enforcement
and public officials. The program is available to counties,
cities, towns, townships and other tak—based_ authorities.

In addition, Downey is a Regional Director for Volun-
teer Firefighter Insurance Services {VFIS} in the State
of indiana, VFIS is the largest writer of property and
casualty insurance for emergency service organiza-
tions in the United States. Through the VFIS program
Downey provides professional liability and enhanced
package coverages to emergency services organiza-
tions in Indiana.

Together, these property, casualty and workers’
compensation programs bring protection to over
1,000 public entities throughout the 92 counties in
Indiana. Services provided in the various programs
include underwriting, risk management, claims man-
agement, loss control, safety training and insurance
brokerage. They are marketed through a network of



PUBLIC RISK UNDERWRITERS®
OF FLORIDA
Lake Mary, Florida

Wolf, 1l {left), Mayor of the

_ iidwood, FL and Chairman of
' 3 the Board or Preferred Governmental
E srance Trust, meets with Bill
* Zimmer (right), Profit Center Leader of
- Public Risk Underwriters of Florida,
Inc., o the steps of Wildwood's city

s the Trust's status and
upcomming operational strategy.

- (“Statewide”). Statewide is a municipal IIF comprised -
of counties, municipalities, utility authorities, commu-
© . nity colieges and emergency services entities.

over 250 local mdependent insurance agents thmugh»
out indiana.

Public Risk Underwriters of New Jersey {(PRUNJ) “.With a budget of approximately $24 million and over

Prior to 1985, New }ersey public entities had two choices

for insurance: commercial insurance or self—msurance._
Smaller entities did not have the financial wherewithal
to setf-insure and therefore, commercial insurance

was their only choice. in 1985, the New Jersey legisia- '_ :

ture permitted public entities to join together to form
joint insurance funds {"JIFs") for the purpose of
obtaining a competitively priced and comprehensive
insurance program, JIF members gain access toan
expeit team of insurance professionals and a wealth
of resources for superior reinsurance,primary insur-
ance and excess lability. JiFs provide their members
with a means of controlling losses while increasing
waorhkplace safety and productivity. By working coop-

eratively, members spread the risk'and stabilize costs.

PRUNJ provides administrative services and insur-
‘ance procurement for the Statewide ihsurance Fund

51 billion in property assets, the operations of PRUN/}

~are similar o those of an insurance company. Formed

in 1994, Statewide was Jmnaiiy created for the purpose

: ofmsurmg local units for workers' compensation

coverage and expanded to all lines of coverage in 1997,
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NATIONAL PROGRAMS mvgs;w

Cnmmercsal f’rogram's

Acumen Re Active in the Facultanve remsurance
: casuaity market prowdmg out-
sourced technical expertise on
workers’ compensation, general
tiabitity and professional Jiability
reinSUrance accounts.

AFC - Program adiministrator specislizing
: o in niche property and casuaity
products for for-profit and nonprofit
social services insurance and home
healthcare insurance, -

American Offers a large portfolio of insurance

© Specialty programs designed to meet the
o needs of the sports, MOLOFSPOTLS,

entertainment, and recreation

indusiries,
Horida - Specialty program for certain coastal
Sntracoa%a? condominiums in Florida. -
Underwriters {FIL) '
tndustry ' A prbpeﬂ:y tax solutions provider
Consulting Group  offering products inthe areas of
(G mortgage origination and servicing,

oif and gas produciion, trust manage-
ment and corporate-owned and
leased real estate,

WAS =
Fabricare® -

Parcel Insurance
Plan® (PIPe) -

Proctor
Financial, Inc.

. Program administrator offering niche
-industry insurance solutions for

entities anciudmg dry c(eaners

" coin-operated laundromats, conve-
. nience stores, ofﬁce product retailers,
" grocery stores and restaurants '

15 the oldest and Eafg_e_st provider of
" third-party parcel insurance in the

country for packages shipped via
UPS, Fedix, USPS and most other

Freight or small parcel carrers.

. -Provides over 1,700 ﬁria_n_éial
institutions nationwide with lender-

placed insurance coverage and related
services with insurance on over

- 100,000 properties, including
‘properties in Guam and Puerto Rico.

Professional Progra-ms _

Allied Protector
Plan®

“CalSurance®

The Allied Protector Plan® [APP®)
offers professional and general
Hability insurance programs for
individual practitioners and busi-
nesses in the heaithcare industry
such as dental hygienists and dental
assistants, home health agencies,
physicat therapy clinics and medical
directors.

Develops customized group insur-
ance programs for life insurance
agents, property/casualty insurance
agents, registered representatives

and investment advisors,



CiTA Insurahce
Services ™

CPAs

Dentistg

CLawvers

Maosquito
Control

- ‘Program adrministrator with under- .

. writing authority for several classes |
. of professionals including wholesale

- life brokerages, benefit consultants,
real estate agents and insurance -
“agents.

.Thé CPA Protector Plan® provides

professional fiability insurance to
both CPA individuals and irms.

The Professional Protecior Plan® for -

. Dentists (PPP®} offers a coverage -

pacRage that includes professional
and general liability, property, EPL,
workers’ compensation, claims and
risk management.

The Lawyer's Protector Plan® (LPP®}
provides professional liabitity
insurance with a niche Focus on law
Brrms with 1-50 attorneys. The
Lawyer's program handles all aspects
of insurance operation incduding
underwriting, distribution manage-
ment, policy issuance and claims.

Operating as Southwest Assurance
Corporation {SAC), the Mosquito
program covers governmental
entities/independent taxing districts
providing mosquito centrol,

‘Optometrists/
Ophthalmologists

PRSG

Raiiroad
industry

Servicers

TOPPY

Wedding/Event

TitlePac®

The QOptometric Protector Plan®
{OPP®}is today's prermier profes-
sionalliability program for eye care
professronafs such as optome{nsts
ophthalmologists, opticians and
ophthalmic technicians.

Provides professional liability and
related package insurance products
taflored to the needs of lawyers.

The Raidiroad Protecior Plan® {(RRPP®)
covers insureds servicing the railroad
industry, offering general liability,
property, commercial auto, umbrells,
railroad protective liability and inland
marine.

Targets towing operations. The
Towing program provides coverage
including GL., commercial auto,
garagekeeper's legal liabifity,
property and motor truck cargo
COVEFage,

The Wedding Protector Plan® offers
an online wedding/private event
cancellation and postponement
insurance policy for certain unfortu-
nate, unforeseen events occurring
before or on the wedding day.

Nation's largest provider of errors
and omissions (E&O} coverage to titie
professionals.



Arrowhead Programs — Commerciat Lines

Architecture and
Engineering

Auto
Aftermarket

Commercial

Marine

Special Rish

Workers’
Compensation

Specializes in professional liability
coverages for architects, engineers

and environmenial consultants.

Offers commercial package insur-

ance for non-dealership automotive

services operations. :

Offers commercial auto, commercial
package and commercial general

Hability products primarily in Cahfforn. '

nia and Texas,

Targets entities that include marinas,
boat dealers and manufacturers,
yacht clubs and independent ship
repairers and offers propetrty and
liability coverages.

Provides earthquake, flood and “all
risk” coverages to commercial
property owners,

Provides workers’ compensation
coverage in 43 states for California-
based insureds,

Arrowhead Programs — Personal Lines

Personal Provides coverages for homeowners

“Property and renters.

Real Estate Errors  Offers professional liability cover-

& Omissions ages for real estate agents.
Residential Specializes in monaoline residential

Earthauake earthquake coverage for Catifornia
) home and condominium owners.

Wheels Provides private passenger automo-
bite and motorcycle coverage for a
range of drivers.

Public Entities—~Related Programs

Canfield & Provides property and casualty

Assaciates insurance coverage (o cities, coun-
ties, municipalities, school boards,
and non-profit organizations in the
State of Washington.

Downey : Administers insurance programs to
Public Risk - pravide commercial property and
Underwriters casuzlty insurance to Indiana public

entities including cities, counties,
schools and special taxing districts,

ideal o {Hinois Regicnal Director of a property
i " and casualty Fire District program.




PRUNJ

PRUFL,

Provides administrative services
and insurance procurement for the
Statewide Insurance Fund, a munici-
pal joint insurance fund comprised
of counties, municipalities, utility
authorities, community colleges
and emergency services entities in
New lersey. '

Administers the Preferred Govern-
mental insurance Trust that was
created in 1999 1o provide commer-
cial property and casualty insurance
to Florida pubiic entities inciuding
cities, counties, schools and special
taxing districes.

SERVICES DIVISION

The Advocator
Group™

American Claims

Management
(A

" Provides Social Security disability

advocacy and Medicare enrollment
decision support services,

Provides claims adiusting, adminis-
tration, subrogation, litigation and
data management services to
insurance companies, self-insureds,

- public municipalities, insurance

brokers and corporate entities.

AmeriSys®

Colonial Claims

NuQuest/Bridge
Pointe® and
Protocois®

PoCs®

USis®

Provides certified and non-certified
medical management and managed
care programs for workers' compen-
sation insurance plans. Services
inchude case management; utitiza-
tion review and management; client
access to custom-developed medical
pravider networks; and Return-to-
Work programs and initiatives.

Leading catastrophe adjusting
company specializing in the adjust-
ment of National Flood Insurance
Program {NFIP) claims.

Multidisciplinary consuiting firms
specializing in medical settlement
planning for parties involved in
complex workers’ compensation and
personal injury cases in compliance
with Medicare set-aside regulations.

Preferred Governmental Claims
Solutions, Inc.® provides claims-
handling services for public entity
clients.

Provides third-party claims adminis-
fration as well as managed care
services for workers’ compensation
and liability claims in the south-
eastern United States, -



WHOLEGALE BROKERAGE DIVISION

OFFICE LOTATIONS

Cafifarnia e fersey

Colotada MNoh Caroling
Co

oo Ohdahoma

Florida Ciregon

Ceorgia Pamisyivania N
“Hawail Texas '

irginia

Louigiana Washington
RMinnesota West Virginia
Missour

- Mantana London, England

Cantribution
1o Toial
Revenues

15.3%

{742 1835 |

True Partnerships . A Value-Added Proposition

Our Wholesale Brokerage Division markets excess and surpius com-
mercial and personal insurance products Lo retail insurance agendies,
and selis reinsurance products and services [0 insurance companies
throughout the United States.

Our Wholesale Broherage Division can be categonzed in three broad
groups:

1| BroRerage operations.
2| Binding authority operations
3 | Reinsurance brokerage operations

Broherage (’)pe;asaenﬁ o

Our Brokerage operations represent F wide varlety oFU 5. and UK. surplus
lines insurance companies, and certain of our offices are also Lloyd's of
London correspondents. Generally, our broRers focus on either property
coverages or casualty coverages such as general liability, product liability
or professional liabiiity in recent years, these operations have developed
a Practice Group program ‘and have identified "subject matter experts” and
outside industry groups conversant with designated coverage lines to be

available to their customer base of retail agents so that they, in turn, may
utilize these resources to create more value for their customers. Practice
group focus areas include properry, casualty, casualty conslruction,
executive liability, health care and public entity.

The Property practice group, part of Peachtree Special Risk Brokers, L.LC,
offers specialized expertise in the full array of property insurance coverages
needed by, among others, municipalities and the hospitality and healthcare
industries for real estate, catastrophe-exposed property, builder's risk and
single/muiti-family habitational risks. The Property practice group is available
to assist with technical issues, market intelligence and account strategy,
thereby establishing a growth platform for all Wholesale Brokerage Division
property brokers.

The Casuaity practice group specializes in the real estate, manufacturing,
hospitality, service and transportation sectors. The real estate sector includes
apartments, condominiums and retail/commercial fessors’ risk schedules. .
The manufacturing sector includes high-hazard product liability, discontinued
products lability and products recall for domestic and imported consumer
products and other manufacturing and distribution exposures. The hospitality
sectar includes hotels, motels, restaurants and nightiife entertainment -
establishments. The service sector includes risks that may offer a personal

3



service to the general public, such as companies
involved in retail, transport, distribution and food
services, as well as other service-oriented businesses.
Finally, the transportation sector includes trucking,
commadity hauling, furniture movers and other auto-
mobile-related exposures.

The Casualty Construction practice group includes
multiple offices and entities within our Wholesale

-+ Brokerage Division where brokers specialize in the

" construction sectar, This group works with local,
i regional and national retail agents providing special-
*ized insurance solutions for the construction industry.
. “Products offered range from commercial generai
“liability, umbrelia liability, builders risk, inland marine,
automaobile liability, and environmenial liabifity to "wrap
programs for the difficult-to-place contractors and
construction projects.

"

i9

ACHTREE SF’ECIAL RISK BROKERS LLC
' Atlanta, Georgla

Un?’rus Banh worhs closeiy w1th Brown & Brown
nce oFGeorg;a and Peachtree Spectal R|sh o
acilitate the property. msurance p[acement of

Sun‘frust s Earge commercaal reai estaze scheduie

The Executive Liability practice group, based in ECC
Insurance Brokers, Inc,, was one of the catalysts of
growth for our Wholesale Brokerage Division in 2012,
The three primary executive liability lines are directors
and officers’ liability, employment practices liability and
professional liability. Other lines of coverage in this area
include cyber liability, fiduciary liability, crime, Ridnap
and ransom and coverage for medical professionals.
These are all lines of insurance that provide balance
sheet protection to not-for-profits, professional groups
and privately and publicly held entities across the
country. Professional liability/errors and omissions
{"£60") coverage protecis members of specified
professions such as architects, engineers, accoun-
tants, lawyers and physicians,

’



'counnes special districts, pubt' ¢
unity colleges,

The Public Entity practice group is anchored by Apex
insurance Services [Apex). Apex is a national leader in
developing insurance and reinsurance selutions for
public entities and educational institutions. Apex
works with local independent insurance agents and
brokers to provide their clients, from small special
governmental districts to large intergovernmental
pools, a comprehensive, competitive praperty and
casualty insurance program with a focus on risk
management, loss control and outstanding claims
services. In addition to typical property and general
liability insurance policies, special insurance cover-
ages can include public offictals and employment
practices liability, law enforcement liability, school
board legal liability, public transit liability and environ-.
mental liability. Apex also offers a variety of services for
insurance pools and programs providing coverage and
member services to cities, counties, special districts,
public schools and community colieges.

Binding Authority Operations : o
Our binding authority operations represent admitted
insurance companies, thereby enabling smalter
insurance agencies that would not otherwise have

access o certam insurance company representatton
to place coverage with these companies, Our. binding
authority teaims have contracts with specualty lines
companies that authorize them to directly quote and
issue policies. To be successful in this business over
a long period of time, our binding authority personnei
must think like insurance company underwriters,
which requires that they understand risks and deter-
mine the appropriate premiums te be charged for
such risks. The market product, expertise and quick
turnaround times that they offer enable these team
members to efficienily bind accounts with the best
caverages and at the most competitive prices avail-
able. We have binding authority for both commercial
lines business and personat lines business.

Commercial Lines — This is one of the largest units within
our Wholesale Brokerage Division, consisting of more
than 150 broRers in 22 offices who fecus on binding

‘authority business. The excess and surplus lines

offices regularly focus on catastrophe-prone areas
such as coastlines or casualty accounts that may be

 more difficult to place due to size or loss history. Cur

commercial binding products include property, casu-

alty, transportation and professional Hability. This team

20



Axnom Re coordmated a réinsurance
rerigwal review summary and busingss.

V al Chureh Insurance Company
together with oie of their reinsurer
pariners, Bagtigh Hem i

ARioh strucivres and places relnsit:
ance programs nat only with U.S
refnsurars, but also with Feinsurance
markets throughout the world;

Fronlgft td right; Gordon Lahey, Executwe
Vice Presxdent Ao Re L Ro

 Sovthern Mutual Chureh Instrance Co.;
Bastian Hemmert, Underwriter, Hannover Re

is constantly scouting for the new opportunities and
additional insurance capacity required to maintain
their competitive edge.

Personal Lines - Personal Lines is a significant and grow-
ing contributor to the operations of our Wholesale
Brokerage Division. This business varies from state to
state, and office to office; some operations focus on

" smakler-premium transactions driven by automation and
ease of use for our retall agent customers, while others
provide a higher leve] of personal "touch” and expertise
and deal principally with medium- and larger-premium
accounts, Typical focus areas are, along the Eastern and
Gulf coasts of the United States, coasial wind issues,
and in the West, brush fire and earthquake exposures,

sfeinsurance Broherage Operations
Axiom Re, LP -~ Qur largest reinsurance brokerage
operation is Axiom Re, LP (Axiom), a multi-faceted
‘reinsurance services company with a primary focus
“ontrealy reinsurance brokRerage. Axiom sirives to
“structure reinsurance products that work efficiently
- sand strategically for its insurance company clients.in
2 .order to better manage and transfer risk. Axiomn :

operates as an advisor and advocate to these clients,
creating products with a giobal reach that include
access to treaty, facultative and capital markets.
Axiom markets reinsurance products to the highest-
rated reinsurance carriers with the goal of promoting
the establsshment of long-term relationships between
its ceding company clients and the reinsurance

market.

Evergreen Re - As one of the nation’s largest health plan
reinsuUrance brokers, Evergreen Re uses highly evolved,
actuarnially sound risk analysis to provide health plans,
physician groups, and other managed healthcare organi-
zations vital information as well as unique best-of-class
sotutions and services to protect them from catastrophic
claims and financial turbulence. From HMO reinsurance,
managed transplant insurance and managed care liability
to pharmaceutical benefits consulting and other specific
risk reduction products that help controi costs, Evergreen
Re’s goal is to provide clients with the most effective
tools to better manage the high risk and catastrophic
exposures they face in today’s healthcare environment,




THE SERVICES DIVISION

SERVICES DIVISION
OFFICE LOCATIONS

California ' Georgia
Calorade | - Kentucky

Flerida™ © :  Massachusetts

Conmﬁutléh
to Total
Revenues : ’
@r""“v’mw’“‘*%,
y,

9.7% X,«»

~Division Total Revenues
DOLLARS 1M MTILLIONS

RO 09 I 2

Our Services Division originated in 1982 with the establishment of
United Self Insured Services {USIS), a third-party administration
{"TPA") business that provides comprehensive risk management and
TPA claims handling services to self-funded insurance pools and
other insurance entities offering statutory workers’ compensamon
insurance ccverage in the state of Florida.

As our @xpertise grew and our relationships with our msurance carrier
partners strengthened, we Sought out oppartumues to asszst m o{her
aspects ofthetr busmess :

W;th supenor outcomes and a sustamd commntment to “customer- .
centric’ services, we have contmuausly expanded our customer mix |

as well as.our geograph;c footprmt We now provide' cEatms admmas— :
tration services for virtually every type of claim, including worhers o
compensanon ﬂood and professnonal and general habliety :

%JS!S Enc

USIS today pmwdes futi ser\nce thrfd—party cfalms adm;mstratmn and
managed care sarvices for workers’ compensation and lrabti:ty claims
throughout the southeastern United States.

Our custcmers include commercial insurance carriers, ce!*’—msurance Fwds
risk pools and trusts, as well as self-insured employers in the public and’
private sectors. Most of these customers are attracted and retained due to
our ability and willingness to uniquely customize our services. Our goal is
to provide high-quality, cost-effective service that enhances and improves
upon our customers’ existing programs rather than interfering with their
busmess models

Rapid ac_c_ess to critical loss, management and claims information is essen-
tial for any insurance or self-insurance entity’s success. Via our web portal,
we have the ability to provide access to this information on demand, and we
also provide reports that are tailored to the unique requirements of our
business pariners,

Cur services products include:

- Workers' Compensation + Loss Control
Claims Administration .+ Medical Provider Networks
. - Liability Claims Administration + Utilization Review
¢« Telephonic and Field Case « Medical Bill Auditing and Revrew
: Management - Catastrophic Claim and Case
» + Vocational Services . : Management
"« Pharmacy Benefit Management - Life Care Planning and Medical

= Claims Pragram Advocacy " Care Cost Projections

22



Our services are not “bundled,” and as a result, we

. have maximum flexibility in meeting each customer's
. specific needs with respect to workers’ compensation
. and/or liability claims programs.

~ QOur success _and_ efﬁciency in paying and administer-
ing workers' compensation claims led us to begin
. providing certified and non-certified medical manage-
ment and managed care programs for workers’
' compensation insurance plans though f‘lxrman'ijsfm
division of USIS. These seyvices include case manage-
“ment; utilization review and management; client
access o customized medical provider networks
{("PPOs"}; and "réturn-to-work” programs and initia-
tives. As medical costs consume an ever-larger portion
of the workers’ cormnpensation claim dollar, AmeriSys
provides its customers with the systems and programs
necessary to contain those costs, while ensuring
continued patient satisfaction and promoting prompt
retums to work. AmeriSys is certified by the Utilization
Review Accreditation Commission {"URAC™) for work-
ers' compensation, meeting the most stringent
centification criteria in effect for our industry.

Patt of our TPA business invalved governmental
-organizations, and as our expertise expanded, we

23

created a speciajty group to focus exclusively on
governmental clients through our subsidiary, Preferred
Governmental Claim Solutions, Inc.® (PGCS). PGCS is
a premier public-entity TPA operation located inLake
Mary, Florida, with roots dating to 1956, PGCS has
provided workers’ compensation, general Ilablhty, -
automobile liability, professronal fiability, and property
claims administration services to more than 450
governmental entities i_n_cl_udmg school districts,
cities, towns, counties, and fre districts.

PGCS' adjusters regularly handle governmental tort
liability, police and Frefighter presumption claims, and
public sector workers’ compensation claims, and
PGCS' claims staff has over 650 years of combined
insurance experience. Claims are handled under strict
supervision in accordance with industry best practices.

Communication with our clients is the cornerstone
of our claims administration operations. Quarterly
in-depth claim review meetings, 24/7 claim reporting,
use of professional adjusters and nurses, utilization of
attorneys specializing in public entity defense, litiga-
tion management, and “return-to-work” programs are
just a few examples of ways in which PGCS has set the
standard for the industry.



American Claims Management.

in January 2012, our Services Division was strength-
ened by the addition of American Claims Management
{ACMY), part of the Arrowhead Insurance Group. ACM
setves both the commercial and personat property and
casualty insurance marhets on a hationwide basis, and
provides claims ad;ustmg, administration, subrogation,
litigation and data management services to insurance
companies, self-insureds, public mun;capahties insur-
ance brokers and corporate entltles Sixty percent of
ACM's 2012 net revenues were derived from the various
Arrowhead programs in our National Programs Division,
with the remainder generated fmm third parties.

ACM currentiy provides cialms administration services
for nearly all of the programs in which Arrowhead is
involved. ACM's largest line of business is workers’
compensation. Other larger programs include personal
property; personal auto and commercial.

The Advocater CroupfSM

The Advocator Group, headguartered in Wakefield,
Massachusetts with an additional location in Longwoaod,
Florida, is a 830 million company specializing in Social
Security disability advocacy and Medicare enroliment
~ decision support services. With nearly 200 employ-

-ees this ennty s focus is on educatlon and advocacy
_services that protect the economlc and emotional
weﬂ-bemg of individuals transmonmg from the worh—
place due to a medical condition or voluntary. -

retirement. The daunting fnancial decisions Eac'ng
our clients dl.iring such change, especially those
rekatmg to Medicare coverage and expenses, can
have profound imgplications For their Futures

Founded in 2002, The Advocatar Group has grown
rapidly by building a team of professionals who share
a passion for service. This enterprise’s focus on
innovation and relationships creates a unique culture
that fosters personal accountability, resourcefulness,
and teamwork.

Given the rapidly changing nature and complexity

of today’'s healthcare system, it is imperative that
individuals and families have objective and indepen-
dent information on which to base financial and health
decisions, The Advocator Group provides guidance
and resources that enable sound and informed choices
in these arenas.

NuQuest/Briﬂge Poirte® and Protocols®
In 2001, the Centers for Medicare and Medicaid Services
({CMS) began enforcement and compliance efforts with
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respect (o the Medicare Secondary Payer statute
{MSP). The MSP was first implemented in 1980 to
protect the Medicare Trust Fund by ensuring that
Medicare does not pay for services or items in situa-
tions in which other primary coverage is available. To
avoid a burden shift from primary payers to Medi-
care, the MSP imposes mandatory insurer reporting
requirements on primary payers, requires reimburse-
ment of payments made by Medjcare from primary
payers, and requires future medical costs to be paid
From settiement proceeds hefore Medicare pays.
Common primary coverage sub;ect o MSP compli-
ance includes group health insurance, workers’
:compensatlon plans and personal :njury proceeds

: Complaance with this 1mportant and necessary law
requires skills, systems and expertise that are not
typically part of our insurance carrier partners’ core
operations, Recognizing an opportunity to expand our
offerings of services needed by insurance carriers, we
recruited two natienally recognized leaders in MSP
comphance, NuQuest/Bridge Pointe and Protocols.

NuQuest/Bridge Pointe and Protocols are muitidisci-
plinary consulting firms that specialize in medical
settlement planning for parties {including our
insurance carrier partners and their clients} involved
in complex workers’ compensation and personal
injury cases. Our team of experts — medical, benefits
and legal - works with clients to create a comprehen-
sive plan for the projecied me,ciica] care of an injured
person. We also advise on the best and most cost-
effective way to finance this care. Among our
specialty services are: Medicare lien resofution,
Medicare set-aside analysis and allocation, medical
cost projections, settlement consulting and training.

As Medicare continues to mature and baby boomers
move into retirement, maintaining the integrity and
viability of the Medicare Trust Fund becomes more
and more important. As & result, primary payers will
face increasing compliance burdens associated with
MSP obligations. Through continuous innovation,
efficient and high-quality service, and enduring
refationships, our MSP services enable our clients
to be in compliance with Federal Medicare laws and
Med:care set aside gurdance
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Coloniel Claims Corporation

Cotonial Claims, a company founded in 1982, joined
Brown & Brown in December 2011, This enterprise is
one of the premier catastrophe adjusting companies in
the nation, with the ability to deal with losses assaci-
ated with all perils and major catastrophes, For the last
19 years, Colonial has led the nation yearly in volume
of National Flood Insurance Program ("NFIR") claims
ad;usted Addittonaily, many of Colonial's cadre of
ad;usters have liability and enwronmenza! adjustmg
experience. In the course of its hlstory, Colomal ‘has
represented more than 100 property and casualty and
surplus ilnes insurance carriers,

Co!omal has been designated by the Federaf Emer-
gency Maﬁagement Agency ("FEMA"} totrainand
certify. adjusters to handle NFIP losses. Addlttonally
this entity’s comprehensive property tra;n;ng program
allows it to provide catastrophe teams to assnst with
wind and hau! needs as well as homeowner icsses
Colonial's extensive network of mdependem adjusters
assures that this enterprise can handle josses any- .
where inthe United States or its temtones

Experlence customer service and expedited ctossng
ratios set Colonial apart in the industry, The majority

of Colonial’s adjusters have more than 16 years of
experience, while its management team has, over the
past 40 years, supervised loss adjustment in areas
ranging from property losses in over 120 hurricanes to
environmental losses such as the Exxoh Valdez oil spiil
disastes, Colonial was the largest recipient of flood
losses during Hurricane Katrina, handling approximately
58,000 claims during the 2005 season, Most recently,
the storm season of 2012 produced approximately
5L000 fosses. Colonial's broad staff of dedicated
in-house examiners and its state-of-the-art technoiogy
position enable this entity to lead the industry in quality
and timeliness of adjustment of claims. '
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- Managemem s Dfscussron ar?d Ana!ys:s of
| Fmanc:a:‘ Cond:fton and Resulrs of Operar;ons

We lncreased revenues every year fram 1993 6ol 2012 R
:_wrth the exceptnon of 2009 whely our revenues dropped 1. O/.:.'}__ s
'Our revenues arew fram SQS & milhon in 1993 t0 51.2 bluaon :
in 20!2 reﬂet:ting a compound annuai grcawth rate ofi4, 2/.',
R r.he same 19 year perlod we ;ncreaaed net mcome from
"'58 O m;ihon 10 $184; O mllkton in 2012 a compound annual
arowth rate of ]7 9/ : '
3 The years 2007 through 2051 po_ e stgmﬁcant chat-

N _'GENERAL _ _
: The foliowmg duscussxcm should be read in con]uncnon o

wnth our Consoladated Firancial Siatements and-the related
Notes to those Consolldated anancsai Statements mcluded'

i _ sxors qnd aes revenues than d '_
i mg msurance prem:um rat s;: R
: Begmmng m the first quartar of 2012 many msurance
premrum ra{es began sllghrly mcrease Adc}lt;onally,
‘the: second quarter of 20E2 the generai dectmes in ansura e
Xposure units: sEarted o ﬂ' irén. and th : S‘e exposure umts
'subsequently began I:o graduaEEy increase during’ the yea ¢
A 2 reauit we recorded posatwe lntemai revenue growth for
ach quarter OF 2012 Far each of olir, four dlv:s:ons wi h-twa ;
xce 'teons the ﬁrst quarter for the Reta;i Dwrsnon andt

For 2052 our mnsahdated mte al Tevenue gro_ th rate :
: was_2 6% In the event that the graduai mcreases ininsurance
'Z'premlurn rates. and msurabie exposure units that occurred in
: 2012 continue’in 2013 we should continue to see posﬂtve
i :quan;erly internal growth rates in 2013 il
: R 'We a%se eam. proﬁt—sha'rmg contmgent commlssmns
: whtch are proﬁt—sharmg commissions based pnmaniy on
L :underwrrtmg results, but which may also reflect considerations .-
- forvotime, growth and/or rerention These commussnons are .

A execntwefofﬁ{:ers Wlth reglonai respons:b;isty For ove s ghi of :_
0 3des¢gnate?zf operations within the Company, and four regmnat'- :
o vice: pres dents m OUT Retaﬂ Division and one reg\onai v '_e

:_ '.premden n our Whmesafe Broherage Division who report::

' dtrec{iy 16 one of our executsve officers. In Oc{ober 2012"' =

i(athy Co!angeio was promoted to be Regional Vece
-P;es&_dent of our Wh_e]esaie Prokerage lesnon_. S

30



am:l fees 5 our core cummlss;ons and fees_iess {a) the ore

o c!sents exposure umts and {m) net changes m msuf- -
L ance premmm rates. Thenet: changes i each af zhese t

ok syst@ms do not aggregate such data dtisnot: reportabie
B -Core orgarm: commrss;ons and Fegs

'pramanly recewed m the frst and second quarters afeach _
" yeat; based on the afor@mentmﬁed c:onmderat;oas for the

. prior. year(s) Over the last three years pzoﬁt sharmg contmm .

gent commassuons have averaged appm)amately 4.8% of the
prewous yeaf s. totai commnssnons and fees fevenue Prcﬁr- :

: sharmg contmgent commissions are [yplca!ly mciuded iy’ o -
o totar commissions and feesin the Consohdated Statements
'._.'-of‘ Income in the year received. The term “Core commissions i

A and Fees exciudes proﬁt—shanng contmgent commissions '
o and guaramaed suppiementat commzss;ons and therefore:

i r@presents the revernues: eamed d;rectiy from spemﬁc
insurance poilmes soid and specxﬁc fee. based semces :

= _rendered__{n confrast; the zerm core organ;c commlssaons . '

o componenits can be'determined foreach of-ourcustomers,
However, because our agency ma ___agement accauntmg

L tive” grawth witha ne; mcreaﬁe 16 revenues o; negatwe
: -gmwth wmth a et d@crease in revenues 3
St recent years five natmnai msurance compames: I
: :have repiaced the Ioss-rat;o based proﬁ twshanng contmgent
B csmmsston ca!fulatmn with a gt;aran{eed fixed- base '

.1 merhﬂdﬂfogy, referred to as "Guarameed Suppiementai

' 'Commissmms" ("GSCS") Smce GSCs are noLsubiect 1o the RS
.-'uncertam ¥ of loss ranos rhey are accruecf throughout the 0.0

-yearbasedon actuai prem(ums wm{en As of Decembe; 31
-2012 we acc:rued and earned $9; ! mlthon From GSCs dunng
'2032 most of which wilt be col!ected inthefirgt: quarter of
_2{313 For the twelve- month, penods ended December 3, 201}

;and 2020 we earned $12.1 million and 513 4 mllhon respec-
.itwely, frDm GSCs. '

and Who!esaie Braherage.ﬁ)“ 1516115,
S For thei lssuance ofinsurance: pohcaes on beha :
':fcompanses “I“h e semces are; prewd d ov
't;me t’yplca!iy one'year Fee-reven_ es
':.'eur totai commissions and fees, repre nted 21.7% i 2052 :

R '.whlch s FDIC msured) of Sun' mst and Wéﬂ
can reﬂez:t errher "posi-

-_national banhs Effectwe)anuaryi 2013, the FDIC ceased .-
. Z._;j Q wd;ng msurance guarantees on non nieresy 'bearmg

; j".checta;'gaccounrs lnvestme t:mccme
' 'and josse reairzed fmm the saie of: |ﬁvestments

: 'Finr;da fnsurame Ovemew .

: are govemmema! oF quam—govemme 1 af

'that are mtended zo prov;de coverage m sndtw 12 d/0

L :-bus nesses that ‘cannot buy insurance in'the pnvate marhet~
i .pEace e

":} dessgned m cover any type of fiskor exposure however the

' '--:exposures mcst commonly sub;ect to such faCﬁl{!ES are '

_' automobile of h|gh»rzsl'e pmperty exposures __es;duai Mar?eets

2 Underwntmg Assocsanons or may ev &

Fee revenues relate o fees negotlated in heu of com- -

-missions, whnch are recogmzeci as servuces are fendered

Fee revenues are generated pr|maﬂly by {!} our Semces

ngnsmn wh:ch prov:des msurance re}a{ed serwces mclud~

ing third- party claims’ admln:stfamon anct comprehenswe

_f'med;cai uttE;zatmn management seryvic s m both the e

: worlers' ccmpensauon ‘and ai!wtmes Euab i yarenas as Well

_'as Medicare sei-aside’ serwces Soc;al Sécurity d:sabzisty

;:and M@d;care beneﬁts advocacy 5ervices,; and_c astmphe L

ctalms adjustmg serwces ancf p }oua’ Na{ionai Prograrns

which earn _fees primiarily .
'nsurancef o

-a.pefcentage DF 5

argo, WO, large'-:'_'

lso mcludes gams

essdual Marhets » WhECh :
_surance facmtxes i

I Many states have estabhshed

tnsurers of: Iast resort, These facumes can be'

'be glven names

. styied aft@r the. private sector like "szens Property

3

'_'insurance Corporat:on in F’ior;da



= -Managemem 5 D;scuss:on and Ana!ys;s of

o "-che ensumg sigmﬁcant :nsurance property Eosses Ftonda B

o as condomlmum

' -of he insurance companies that undemnte the condamm- :

i -Fiorida Entracoastai Underwnters Ltmitecl LompanN T

chmc:al Corid:fion and Resufts of Operanons

: ; ln Augustmoz the Florlda i,egm!ature created "szens e Effectwe Jarsuaryi 2010, szem ralsed 1{5 instrance |
s '_-'Pmpeertylnsurance Corporation” ( ‘Citizens”), 1c be the” ;nsurer e rates on average 10% for propemes wuh values ofjess
~of {ast resort” in Florida. tnitially, szeas charged | msuranca :'_ than 10 ml#han and maore than’ IO/ for | properues w;zh :
_ '-:rates that were h;gher than’ these generally prevailing inthe - values m excess of $10 mliilon szens raxsed is. ;nsurance
i ;prlvate msurance marhetplace in each of 2004 anc! 2005 e rates agam In 20ﬁ and 2012, and is expected to contmue

~four: malor hur;;canes made tandfall in Florida. As a: resuit af R Ko ;nc;eaﬁe a%:s insurance rates in 2013, Our: comm:ss;on
B i revenues ﬁom C;t;zens For 2042, 2{3 ] and 2020 ware approx RS
'__'property nsurance rat@s mcreased in2006. T counter:» mateiy 564 mlihcm 7. 8 million, and 8.3 ‘million, respectlvely, P

.. the higher.property insurance rates, the State of Fionda cioodfa 'pected szens continues: to attempt to’ reducelits
RTREn .;nstfu:ted szens o s&gmﬁcantiy reduce ;ts p;opert’y e ans'__ ed exposures the ﬁnancual 1mpact ofCttlzens on our S
R mswance rates begmmng in January 2007. By srate daw, ;.: 3'busmess_ houid contmue to be redua:ed i 2013

szens 'uaranteed these: rates through January i, 20?0 As

t. Citizens became one of the mcst ifnot the most; .-
‘o _"'pe: itive’ nsh bearers fc:r afarge: percentage of Fiorida's
ommercaai hablratmnai coastal property exposures such
_ .apaﬁments rid certatn assssted [wmg
'.Facﬂmes Addrt;onai!y‘ Catizens ber:ame the oniy instrance -
“market’ forcentain homeowner poficies thraughout Florida., .
B '.Tot‘fay, szens is'one ef the’ iargest undemrmers oF coastai
: operty exposures in Floncla S - ;
-._2007 Citazens became rhe pnnc:paf dsrect compenzor.'i

urmm: ”fear Cempany Ovemew

':;um prcgram admamstered by one'of our lndlrect subsmiaries

EE and the excess. and sufp%us imes msurers represenred by i

v :been m 2007 FlU 5 core commlsstons and fees decreased
_ ik .cnmpe Tive: agamst ‘the excess and surplus Innes snsurers
s -and therefore Cltszens negative!y affected: thes rever!ues cf

3_:_our F!onda—based whoiesaie bmherage cperauons, such as’

'-Z-..-.Zlm "cthasbeendecreasmgeachyear T 20111)),327/

: zhmugh 2012 Cltlzens lmpact was not as clramatic as it had

: _19 7%, dunng th:s fcur-year penod szens contlnued te be

3' CHuUlLE "cOmpany, Inc., from 2007 through 2012, although the

income be 'ore mcome taxes m 2012 mcreased over:
_ ] $_i343 mniron to $BDI;8 maiison However
: '.that net mcre'ase 55343 m:lhcm mciudes 344 2 mifhon 0
: : -income before comE taxes: relatec] 10 Iew acc;wsmons
_ .:-:Brofeerage Dlwsuon operanons because our retail ofﬁces EEE that were smnd—a!one ofﬁces and therefore mcome before
- have. the ability to place business W"h Citizens, aithough’ at e income taxes: from those offices that existed inthesame’ . ..
'sitghtfy Iewer commission rates and wnth greater drfﬁcuky L time penods oF20 2 and il {mciudmg rhe new acquusmons:--‘ . . o
than W'Eh other insuranice, companies. ~-that "folded In” 1o those offices) decreased by $10.0 million. The
N ' B netdecrease of $100 million related pnmanly to {I; $54 mlihon L

: tizens’ xmpact on ol Fianda retaif ofﬁces was iess
" severe than on our: Naﬂonal F’rograms and Wholesale
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' -From a change in estlmated acqmsmon @am outpayables i B :Acquesmons KRS . R :
{21819 mﬂiicn oflncreased mterest expense elatedto the L0 Approxlmately 37, 500 mdependent msurance ager;c:;es

'Arrowhead acqwsmon §3} $1 7 mlIEron in increased non- cash Eare esﬂmated to be operatlng currentiy in ‘the United States
- stock- baSEd COFﬂDEﬂSHUOn pnmanly due to new Qraﬁts i : fPart of our continuing busmess strazegy i5 1o attract high- -
.155ued and M} 568 mu!hon earned by our Retail Division s -qual:ty insurance ‘intermediariesto )om our operataons From:

i :commlssmned pmducers as a resutt of a speciat one-time : 1993 through 2032 we acqunred 440 msurance ;niermediary e
3 bontss pf gram fa thy €1 'hose 2{}%2 producuon exceed d i operatsons exctudmg acquxred b_p_ghs cf bussness (customer'__"-':'_

( L Accounts). e : o :
A summary of ouf ai
is- as follows: :.‘ s

st_tlons -da}e'r;tﬁé'=la'_'s';ﬁi’a_r_é_e_ yéér_é' R

2011
2010 33

"'.m the Unlted_Stateg {Jf Amenca g"US GAAP”} he' preparaaon g
ofthese ﬁna' cial statements yeqwres usio: mahe estimates :
and judgments thati_é ectthe reported amounts of assets,
B iiabiﬁties,-re\'i.enues_ hﬂ.e’xp’ens’es; We-jt:' ntinually.evalda'{é
ouy est;mams wh1ch are based on hlstoncai expmrmnce- '

B purchase shares oF Arrowhead 5, common stac?e worhm
o capltai shaﬁng of net apefatang tax iosses Arrawhead 5
i ipreferred stock units, transacuon axp&nses, and c!osmg g

' debt [r& addmon wuhm 60 days following the: {hard annwe:— “and: on assumption "'thatwe beheve t be reasonabie under.;
sary “of the acquzsmon 5 closmg date, we will: pay to ce 3 ithe cnrcumstances Th'ese estlm _es form the bas;s for ou
persens who were Arrowhead equiiyhoiders asofthe closmg }udgments about zhe : 'arry’ g vatues ' f our assets and
date additlonal earn—out payments equat coﬁecnvely, to j r

~55.0 m;tlaon sub;ect tocertain: ad;ustmen{s based on the S

[-"’cumulanve EBITDA” of Arrowheact and au OfitS subsm:anes : We beiieve that of c:ur sugmﬂcanr accountfng polsc:es :

' S {s_ee ”Notel = Summary of Significant Accounting Foftcms" e
_ofi the Notes to Consohdated Financial Staiements) the':
foilowang cr:ncai accoummg pohcpes may mvolve a h}gher
: degree of;udgmentand camp#exrty_ o :

: closmg date e - :
Arrowhead JS a natnonal msurance program manager

' the propefry and casualty znsurance mdusw
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ERRIEp ;‘{wemge Remgmtmvg AR AT T przmaniy represent the present value ofthe urzderiyxng cash BPEICES S

5 - Commissien revemes are recogmzed as of the effec— - Pows expected to be received’ over the estimated Future
_ tive date of Ehe msurance policy of the date on'which the S ;enewai penode ofthe msurance po?;cnes mmprimng thoee
" policy premium is billed to the customer, wh:chever islater, 0 -'purchased CUSEOmer accounts; The vaiuatlcn of purchased =
._'COmmussmn revenues related to mstallment bllimgs atthe |- custorner accounts mVOWES Sigmﬁﬁam estimates and aSSUTﬂP- h
_ -'Company‘s subsadsary, Arrowhead ate recorded on ihe Eater : t;ons concemmg matters such as: cance!!anon frequenc:y, SRR
oF{he effectwe da:e ofthe pDIiC}' or the first: mstaiimen' (el '_"':expenses and dlso:ount rates Any chenge in these assumps::

' '.blllmg At thase dates ihe earnmgs p;or:ess has been s rigns could affect ihe carrymg vaiue of purchased cus{omer
: g completed andwecan rehabiy estamate ihe 1mpact of pohcy : 'af::counts Non compete 2gre eemenrs are valued based on $
. canceiianons for refunds and establish reserves accordmgiy thelr duratmn a d any un:qu features af pa;z:cula: agree«
¥ _-Management determmes the pohcy canceltat;on resewe """

'ments Purchased t:ustome__ accounts and non- compete
;;j-'based upon h|smncal canceiiatlon expenence ad ueted e ; jagfeemems are: amortlzed cm a stralg me basns over the_

-'.'necessntaz suich aﬂ;ustm nts from_'ensurance : mpam
' ;Proﬁpshanng contmgen commrss;ons are recogn:zed'w n
; 'cietermmabie wh;ch is hen such commnssaons ara're ewed
from |nsurance'_ ompames or when we recewe formai
;ncnﬁcat;on ofthe amounti suc:h payments Fee TEie
are recogmzed as, semces are’ rendered

: Busmess Cﬂmhmazmns and Pumhaee ?nce Aiiaca ons
e _We have acqumed s;gﬁsﬁcant m{anglbie assets i rough
:__"_busmess acqu:smarss These assets consust of purchas_
CUSIOMEr - ACCoUnts, Non- compete agreements, and the

: 'excess of | purchase'p es-over Ehe fair va!ue (I}f" ldentaﬁa

assets requsres '_:gnfﬁcant _ udgmen{ ahd affects the' am'ount
sof Future amcmzatmn and pcsssbie rmpalrment charges o
LA ef our’ busmess e:ombmatmns initiated after iune_BO ;

B : snmat r ‘ '
v -cmnnectlon wrth these acqms:tlons we record the estimated-_ e & EHQCtS marhe{ pa tcnpant assump t;ons regardmg

: \.rasue ofthe net tangtb;e asse—:ts purchased and the vaiue of _ revenue growth and/gar. roﬁtabx_ s he expected future :

' ‘the |denttﬁabie mtangmle assets purchased which Eyplcaliy . payments are esimated on Fhe basss Of the eam-out ﬁ)rmu{a'f:. i
~and performance targets sp ﬁed inedch purchase agree~

. ‘consist of purchased ciistomer accounts and non- compete
- agreements. Purchased customer accounts mclude the’ . :ment c:ompared tothe associated hnancial pro;ectaons S
: -'-phys;cai records whd ﬁEes obiaine 4 from acquired busmesses 3 T_hese est:mazes are then dlsccunted to present valtie usmg L
: Jarish- ad;usted rafe that tahes mta consideration the likefi-

g that comam mformanon about insurance pohcaes, customers_ ST T R A
B hmd that Ihe forecasted eam o '_payments will be made.
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_intaﬂgsb =3 ﬁssem%mpairmem S S 'Nun Ca%th Stoc%zwﬁaﬁed Compensation
-Goodwiltis. sub;ect toat least 2n annuai assessment for S _We grant stoch opnons and non—vested stﬂch awardg

impairment meastired by & faif-value-based test. Amortizable - to cur mpioy@es, and the refated compensation expen_' '_ 50 ;
mtangible assets are amortized over their usefui fivesand . requ_ ed to be recognszed in the financial statements based j-_ coen

- are sub;ect 0 an 1mpa|rment review based on an estlmate PR upon the grant -date; fa;r value of those awards
: of the undlscounted future cash’ flows: resuftmg from the use PIECEER i
8 of the assets To csetermme rfmere is potenuai |mpasrment

: _L:t;ganon C!anms L - s
SR _We are sub]ect to numerous hngatlon a:lalms that arase- A
~in‘the ordinary course of business. IF it is probablethatan L
asserhas been ;mparred or a!;abrlsty has been mcurred Byl : _
".'the dare of th financial statements and the amount of the RIS

__pasrmem anaiysss is ERRR
] ssumptionsregarding -
:estzmated future cash flows and other fac{ors to determme o
'.""'the_fai_ value of these assets, {f these estimates or refated |-
' ' 18 hange in zhe ful:ure we_may be requlred to
-:sews the assessment and, ;Fapprcpnate recoid an.impair-
“ men r:haige We comp!eted our mest recent evaluation
'of ;mpalrmem For goodwm as of Novemher 30 2012 and
determmed that the fairval ue of goodwrii exceeded the - -
carrylng vaiue of such assets, Addttmnaiiy, there have been
no lmpalrmenis recorded for amorttzah!e ;ntanglble assets
fof the years ended December 3! 2012 2012 and 20]0
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: ’r'__Managemem S D;scuss:on and Anafys;s of _
Fmanc:ai Condmon and Results Of Operanor;s

8 ._RESULTS OF OPERATIGNS FOR THE YEARS ENDED DECEMBER 31, 20]2 20!3 AND 2019

The Fallomng dlscussmn and analysas regardmg results of opesancns and I;quldlty and capttai ;'esources shouicﬁ be
P _conadered in con;unctaon with: Ehe accompanymg Consohdated Fmanc«a! StaCements and reiated Notes
' Fmancna! mfo:manon reiatmg to our Consohdated:Fmancsai-[{ewlts Is'as Foliows :

REVENUES
Core commissions and fees
Profit-sharing contingent commissions
Guaranteed supplemental commissions
Investment income

Other income, net

19.5%
T1%

$ 950,685 58% $ 898,833
43,198 (21.13% 54,732

{(243)% 12,079 (9.5)% 13,352
(37.0)% 1,267 (4.9% 1,326
&60.8% 6,313 20.3% 5,249

Total revenues

EXPENSES

Employee compensation and benefits
Non-cash stock-based compensation
Qther operating expenses
Amortization

Depreciation

fnterest

Change in estimated acquisition earn-out payables

18.4% 1,013,542 4.1% 973,492

19.6% 508,675 4.3% 487,820
41.7% 11,184 63.5% 6,845
21.0% 144,079 6.1% 135,851
16.1% 54,755 6.4 % 51,442
241 % 12,392 (2.00% 12,639
135% 14,132 2.3)% 14,471

Total expenses

NMF {2,2086) 31.8% (1674)

Income before income taxes

20.5% 743,024 5.0% 707,394
12.7% $ 270,521 17% § 266,098

Net internal growth rate - core commissions and fees
Employee compensation and benefits ratio

Qther operating expenses ratio

Capital expenditures

Total assets at December 31

N e e———EIR

(2.4)% 45%
50.2 % 509 %
14.2 % 140% -
§ 13,608 § 10454
$ 2,607,011 $2,400.814

st 1;(?}:NMF . Nof:d-médn;’ng';fui figu're'.:. ;

' "'-.Cemmisswns and F@es : R Y
Commisslons and fees mchdmg pmﬁ{ sharmg contm- B CO;’E commisssons and: fees; fmm acqufsmons that had
gent commissions and’ GSCs, increased $183.1 miflion; or’ “one comparabie revenues in' 2011 After taking into account

o 182%4n 2012 Proﬁt sharmg contmgent commrssnons and
"_GSCs decreased $2; 4. m:llson or 4 4% in 2012 to $52. 8 mllhan

dwested blsiness of $IO7 mlil o ,:the remammg net
“increase of $24. 9 m:ll;on representsng net new business,

- due pr;manly to 541 mﬂ!lon and $1.2 million. reductsons m o jreﬂects a 2 6/ mtemai growth rate fcr core orgamc com-
Proﬁt«sharmg connngem commissions and: GSCs i inour’. m;sslons and Fees i AR :
Retail arad_w_holes_afe_Br_ote_er.ag_e Divisions, respecnve__ty, : L _* Comm:ssmns and fees revenue mciudmg profit-shar-
but these reductions were partially offset by a $32 m_EEt_ic_i_'n' © " ing contingent commissions and G5Cs,increased 4.0%

increase in our National Programs Division. Core commis- - in ZOEI Profit- shanng ccmtmgent commissions decreased
| Sior}s and fees fevenue increased 5185.6 milliononaner - Y
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= i 521 2'million was attributable to o’_ Retaﬂ DiVISth The
R i'remammg SO 3 millioniof net lost core commissions. and

sil 5 million to $43.2 milfion in 2011 with the decrease G _Empiégréé'Cgﬁ'mpehsatébh and Banefits:
L primatily due to reductions in: amounts paad o ofﬁces In PN Empioyee compensat;on and beneﬁts expease increased,
o :.: our Nationa! f’rogfams and Whoiesaie Brcfzerage Davnsmns onanet bas:s approx;mateiy 19.6% or $998 milfion in 2012,
'-Core orgamc commlssmns and fees revenue decreased 2 4/ ' 'However thatnerincease mciaded $BO9 mmmﬂ of new
in 2011, The 2031 decrease of 2.4% represents $21.5 miflion - 3.' . lcompensation costs rélated to new acqussmons that were
'_of el fost. core commissions. and fees revenue of whlch "_'.-_._stand-alcne ofﬁces and therefore emp!oyee mmpensatuon

'ifees revenue related to 8845 m:ihon reduct:on :n our _
Z*Natlonal Programs Dmsnon wh1ch was p tiakly offset by a
i $3 6 msiiso' increase our Whe!esale Brohefage D\wsmn
L -:and:_a_so &m _-i;-on increase; m our Services Dlwsmn Thi
: de nes. m proﬁt~5harmg conrmge.m cammz 5|on5 and on

these oﬁ%ces were prlmardy re ated to _duc{:ons instaff

'and management saianes of $6 millmn and reductfons inti o

comm-sssmns paid to. produc ' B-m:iffon the aggregate :

: vhich was parnaﬂy affnset by:ani asein _bonuses of RN 2

827 million. : R

: '_produce reasonabte margsns or demonstrate a petennal for L Employee compensatmn Snd: eneﬁts expense as N
o :growth o; far. other reasons reiated to:the parncular asselsin: _.: pescemage oF total revenues |ncreese i m 2012 to 50.7%

- question. O{her mcome aiso mciuded $3 6 mlfhcm $I 3 mﬂhon'-

o 013, 301, arid 20 i as compared to 50.2% for 201 and 50J% for 2010. We had -
F and $2.3 million in 2012, 2011,and 2010, respectively, paid 1o 6,438 full-time equivalent employees at December 31, 2012,
Cousin connectaen wnth settlemems of htrgatson againsy former_'_;

o J ; I - g ; __ompared With 5557at December 31 200 and 5, 286 at
RS em;& oyees tor e atlon ° restrsctivehcoven:r;ts con;ame o _-_'December 31,2010. Of. the netincrease of 881 full-time
jr.'mt eir: em;) oyment agreements with us. Additionally, we -+ .+ equwalent employees atDecember 31 2012 over the prior
. recogmzed non- recumng gaans, renrai mcome and sales of .

' eof F$2.3 miflion. 2.3 mill d $09 i L year- end an mcrease OF?SQ 'as attnbutable G acquisitions,
- -SO tware se;v;cee 0f 923 miflion, ! 'Dn an i hon = thus reﬁet:tmg a net mcrea 'e of 722 emptcyees in the offices
TN 2012 20]1 and 2010, respectwe!y :

S ex;stmg at both year enr:is
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Management s Discussmn and Analgs;s of
:Fmanc;al Cond:non and Resuits of Opemnons

' Nsr; Casi‘: Sroche Eﬁaged Ct}mpensaiian 5 Ozhm operatmg expenses in 2011 mcreased 58 2 m;lhon
& We have an employee stack purchase plan and grant - over 2010 cfwh:ch $10.0 m;iiaon was re!ated W acqunsat:ons '_ :
: stuch options and non~vested stoch a_wards 10 our employ-
CBRS Compensat on experase for aii share—based awards '
s recogmzed in the financial statements based upon the
: :.gram—date fair Va}ue of those’ awards For; 2012 2011 and : _
2010 the non~cash stock- based: ccmpensatian expense E -:the $I 8 miihon decreage $2.4: m;ll;on re!ated o reducnons in’ '
" incorperates the costs related to'each 'Four feur Stock- EDfﬁCE EmS aﬂd related expenses, and sk 9 i 'Oﬂ reiated 'fO
o Cbased p!ans as explained in: Note 11 of the Nc '
1 -onsohdated Fmanc;al Statemenis RE :
Non-cash stoctz based compensation fncreased 41 74, i
Sor $£s 7-pnillion, in 20!2 as a resu ofnew granss under Our 1 -': S
“Stock Incentive Plan {"SIP" that willvest in Four to ten years D e
: subgec: £o: the achlevemeﬁ of ¢ 1 performance cr;tena by .
e ..grantees andthe. achleveme dated earmngs per .
' share growth at certaify leveis by us, over thzfee o ﬁve-year . e
: ';measuremenr periods. ::3"- S Ch
Ncm c:ash stoch-base -omper reased 63 SA;,
wior $4 3 miliaon in 20!3 ag a resul oF new ara s'under our SEP. :
othat will veslin six w0 ten years sub;ec 1o the achrevement S
i of certam performance criteriab Ses, and the achaeve- e
“Cment oF consohdated eammgs hare growth at certam '
levels: by us, over a ﬁve—year measur ment penod endlng
ERERE :_Decemher 31, inS :

_As @ percentage of total Tevi nues other operatmg S
expens@s represented 145% 012 -‘-’;'2/ in 201, and :
T C}A in 2010 Other operatmg expenses in 2012 tncreasad e
5303 mllhon over 201; of which $33.3 million was related o 3:-'
g ac:q_' lsu:mns that ]mneci as sta 'd;aione oFﬁces Themf’ore :
T other 6perat1ng expenses attrlbu{abie o off 'es that exlsted '
| 3_:n the same periods § in both 2012:and 201 (mclucfrng the new i
_ - acqwsmons that "Fo!ded in"toh _ces} decreased E:oy R CL
© 3.0 million. OF the $3.0 million. decrease $27 miltion refated can
“toreductions in office rents and related xpenses 422 m:mon o
: reiated toa reductson in EegaE expensés and $2 0 mtfhon L

i _Gth&r 0para£mg ﬁxpenses

'.ﬁpartially offset by increases of $1 3 m:llmn m consuitang and
L mspectaoﬂ services, $1.1 mﬂ!:on For Ettigataon resewas and
5L O m:iiaon in employee saies meenngs

38



a;rangements} at the acquasit;on date must be mc!uded m R “i“he net charge or credlt 1o the Consohdated Statemen{
i the purchase price canslderataon A$ aresult, the recorded ;_';' :

______ _'m the esumated acquus;t:on earn “out payabl% balance and :' SEPRUNS
: Januaryf 2009 ;nclude an esnmatlon of the fair vajue: oF : _Z ithe mterest expense lmputec:f c‘n the outstandmg balance or ; N
: Eiabztsnes assomazed with' any potential earn-out prowslonsl E '
" -Subsequent changes in these earn- outobltgamons are gt

Change In fair value on estimated acquisition earn-out payables § (4,043)
1,837

§ {2,206)

$ (2,606)
932
(1,674)

Interest expense accretion

Net change in earnings from estimated acqwsttlon earn-out payables ::ﬁ_::- ‘3 3

-inmme ‘?axes L R
'effectwe tax rate nn i come: orn operatmns was
2012;394%in s
el‘fetitwe armuai ax rates are. prema Y the: resuit of: htghes
average effectsve state mcome tax ratesi

i ongmal est:mate
_ S Asof December 31 032 rhe eszsmated acquasrt;o eam—

. out payables equaled $52 987,000, of which $10.164:000 was.

T :recorcied as accounts payable 'and 542,823, OOO was’ recorde

. .as ‘other non-cugrent liability, As of December 31,201, the

= estumated acqu:smon' eam-out payables equaled 547 715 OOO

oof wh;ch 53 654 OOO was recorded AS ACCOUNLS ‘payable: an

. 544 06§ OOO was s’ecotded as other ncn—current iiablhty :

L :-f’éveitcsnfér'nbtared b
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Managemem 5 Dfscussmn ana’ Anaigﬁls Of
Fmarzc:a! Cond:t;on and Resu!cs of OpemuonS

RESULTS OF GPERAT&ONS SEGMENT . services sendered in contrast, Ihe term "core oréamc
lNFORMAT!GN ' o ' 57 0s.

As c:ascussed n Note §5 oF the Notes 0 Consolidated
Fmanc;at Staternems we operate four repartab!e segmems

Retail ™ 8§ eABSE2 $571129 § 47,433 8.3% $ 38,734

National Programs 2332610 148,841 84,420 56.7 % 83,281 1,139 0.8 %
Wholesale Brokerage 1684820 155,151 13,031 8.4% 3,598 9,433 8.1 %
Services 96,247 64,875 51,372 79.2% 45783 5,589 8.6 %

Total core commissions : “ e
and fees 351 136 252 $ 939,996 $ 196,256 20.9% $171.396  § 24,860 26% Lk

_ ation of the abave :ntemal growth schedule to the total C' mmission
Statements of I omeasfottows AR 3

Total core commiissions and fees 5 4,136,252 $ 939,99
Profit-sharing contingent commissians . 43,683 43,198
Guaranteed supplemental commissions s 9,146 12,079
Divested business s 10,689

Total commissions and fees § 1,189,081 $ 1,005,962

4G



1T AMMNUAL REPGRT

Retail @ $ 580,304 % 544,004 $ 36,300 6.7 % $ 57,541 $ (21,241) (3.9 %
National Programs 148,842 152,209 (3,367) (2.2} % 1,140 (4,507) (3.0) %
Wholesale Brokerage 156,664 151,822 4,842 3.2% 1,186 3,656 2.4 %
Services 564,875 46,486 18,389 396% 17,773 616 1.3 %

Total core commissions
and fees 56,164 6.3% (2.4} %

$ 950,685

% 894,521 $ $ 77,640

$ (21,476}

Statem nis of Incomeis as follows:

Total commissions and fees
Profit-sharing contingent commissions
Guaranteed supplemental commissions

Divested business

$ 950,685
43,198
12,079

894,521
54,732
13,352

4,312

$ 1,005,962

966,917

Total commissions and fees

Retail $ 548,885 $ 550,237 $ (1,352} (G.2)% $ 23,586 $ (24,938} 4.5y %
National Programs 152,281 165,700 (13,419 B.1)% 739 (14,158 (B5) %
Wholesale Brokerage 151,331 151,177 154 0.1% 1,094 (940} (0.6} %
Services 46,336 32,689 13,647 41.7 % 13,716 {69) (0.2) %
Total core commissians
and fees $ (40,105}

$ 898,833 $ 899,803 $

{570) 0.1% $ 39,135

onsolida g

Total core commissions and fees $ 893833 § 899,803
Profit-sharing contingent commissions 54,732 47,637
Guaranteed supplemental commissions 13,352 15,884
Divested business o 1,539

Total commissions and fees § 966317 $ 964,863

i The .fi‘em;! Division fi f“ gures mcfude commissions and fees reporred in me ”Other con’umn of rhe Segmenz Informouon in Nare 1’5 of the Notes m
the C onsondated Financial 5tatemenr5 which includes rorporme rmd consahdanon Jtems B .
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4B ROV, 1M

~Management’s Discussion and Analysis of
- Financial Condition and Results of Operations

. -'expenses donot change as prem;ums ﬂucruate we beireve

o Remsiﬁmsmn ke g _
that most ofanv ﬂuctuatmn in the commrssxons net of

: _.___professtonai aﬂd mdwsduai msured cusmmers Approxamate!y K
: 95T% of the Reta:f Division's. commsssmns and fees’ revenue tS
i COmMISSion- based Because most of cur GthEi’ OPE!’ahng i

Pmanc;af mformanon re!armg o Brcwn Er Browra 5 Re{anr S
Dwssmn is as follows: : ; ' EE

REVENUES
Core commissions and fees 6.7% 3 581,125 6.1% $ 547,881
Profit-sharing contingent commissions (12.8)% 14,736 (3.5)% 15,274
Guaranteed supplemental commissions (24.3)% 9,105 {14.5)% 10,654
Investment income 59% 102 (40.00% 170 i
Other income, net 116.5% 2,131 97.0% 1,082 o
Total revenues 6.1 % 607,182 56% 575,061 :
EXPENSES
Employee compensation and benefits 75% 303,841 52% 288,957
Non-cash stock-based compensation (7.13% 6,114 74.0% 3,514
Other operating expenses (0.2)% 98,745 6.0% 93,184
Amortization 3.8% 33,373 8.6% 30,725
Depreciation 27% 5,046 (5.77% 5,349
Interest (3.8)% 27,688 24% 27,037
Change in estimated acquisition earn-out payables NMF (5,415) 212.8% {1,731)
Total expenses 6.4 % 469,392 5.0% 447,035 R
Income before income taxes 5.4% $ 137,807 7.6% $ 128,026

Net internal growth rate -— core organic commissions

(3.9)% (a5y%

and fees
Employee compensation and benefits ratio 50.0 % 50.2 %
Other operating expenses ratic 163 % 16.2 % .
Capital expenditures S 5y $ 6,102 $ 4,852
Total assets at December 31 52.429,?59 $ 2,155,413 $1,914,587 | i

S (I) NMF Nota meanmgful ﬁgure
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', The Retail Division’s total revenues in 2012 increased : -_'productlon exceeded theza’ZOH productaon byat least - -
: -é M, or$37.2 million, over the same pericd 201,10t L ifivee percent, v

-hsch was “partially o?fset bya reduct;on oF
thcn Iess staff satanes The SS & mﬂi;on'

]

$64£}4 million. Profit- -sharing commgent commissions and D '_approxma{ely 52' ’

GSCS m 2012 decreased S84 mriiron or- 17 ZA, from 2011 to D
' '.-$197m:ihon prirarily c%ue to mcreased 3055 rattos fesﬁktmg S
An. lt:)wer p;oﬁtabmty fori msurance compames in20W.and to

: ;the Eact that two natlanal msurance camers who prov;ded us'- Lo

of 5 "7 mzlhon reiated Eo
orded in 2010 From =

: depreci t:on and lnter-company mterest_changes Excludmg e
L these ltems and the $4.1 miltion decrease in profit- sharing - o
S ccmtmgent comm:ssmns and GSCS mccsme befme mcome R
i :':taxes for 20}2 mcreased $19.2 million over 20H, of which o B
.-"58 7 mllhon ongmated from new acqu:s}tions zhat were

3 ofﬁces m exts*:ence in bcth 203! aﬁd 2032 Of the $10 S maiison ' the decltné n core nrgamc comm:ssnons and fees OF the
2 mcrease !"rom ex:stmg ofﬁces, 58 "7 mlllmn {sl 4 mlliion of

. $9. 8 mrii{on net increase in’ mcome before mcume taxes

-reductfcn ;n core organ:c comm Ssmns anct fees were AT
ol : reductrons of approxlmate}y 59,9 rmlhon in compensatton S
' mcrease in cempensatmn and empiayee beneﬁts The 549 mil- - expense “and’ ‘56 3 msEE;cm in: cher operating expenses, Iecf
lion' netincrease in compensation and employee benefits by tower- rent and msurance costs,
: Zwas primaraiy due to the one- -time producer bonuses of ;
- S 156 8 mrEEmn paad o comm:ss;oned procfucerﬁ whose 2012
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-Managemem s D;scuss:om and Anaigs;s of

:_.Fmancxa! C ond:t:on and Results of Operations

- :Natmna ngmm% wa;(}n : .
The Nat;onal Programs va;szon prowdes prafessuonal
o : ;deilvered through nanonWIde networhs oF mdependentagents
vand marhets targeted products and services demgﬂated For .

REVENUES

Core commissions and fees s

Profit-sharing contingent commissions

Guaranieed supplemental commissions

Investment income

Other income, net

Total revenues

EXPENSES

Employee compensation and benefits

Non-cash stock-based compensation

Other operating expenses

Amottization

Depreciation

Interest

Change In estimated acquisition earn-out payables

Total expenses

Income before income taxes 5514910

Net internal growth rate — core organic commissions
and fees

Employee compensation and benefits ratio

Other operating expenses ratio . i
9633 o
©$ 1,18849%

Capital expenditures %
Total assets at December 31

56.7 %
224%
(42.6}%

— %
NMEF (1
53.8%

63.4%
177 5%
88.4%
79.4%
56.6%
NME @
111.6%
93.8%
(14.8)%

$ 148,842
15,029

481

75

164,427

67,560
1,336
23,486
7770
2,937
1,381
(508)
103,962

$ 604565

(3.00%

411 %

14.3 %
$ 1,968

on relat;ng toour Natmnal Programs

(2.3)%
(34.4)%
(27 5)%

(100.0}%
{64.6)%
(6.6)%

— %
742%
0.6%
(7.8)%
2.2%
(48.3)%
NMF @
(1.7%
{13.9)%

$ 70,264

$ 152,281
22,894

663

1

212
176,051

67,547
767
23,351
8,427
3,004
2,670
21
105,787

85%
384% )
133% -
$ 2377

v B -"j_{:'} NMF Natameamngful fgure
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The Nanonai Programs Division's total revenues noco
2012 mcreased 5885 million to $252.9 million, a 53. BA _ :
increase over 2OH P;oﬁt—sharmg contmgent commlssmns
and GSCs in 2012 mcreased $3.2 mﬂhoﬂ oVEr. 20, due
primarity to proﬁt-sharing mntmgem commlssmns eamed o
at our Am)whead operanon GF the $84: 4 mllhon net-
;mcrease in core comm;ss;ons and fees for Nat;onal
P;ogfams m an: mcrease cf approxtmately $83 3 mikhon

_related. to Ehe_core ommnssaons and fees revenue fmm :
acquisitions Eh thad no mparable revenuesin, 2011; and
{ija 'rzét' %n’(:ré’a e oF ' on was pnmaniy re!a _d to.net.:

oty

' extsted m amh 2uu4

aﬁé 20.__

earn«out payab}es f (54 8) m;mon related to new ar:qu: -_.'3. 5 &
e offices’ (prlmarify the Armwhead

tlon_s thatwere sta
acquisi‘fiozi}"énd i) a8l :mmmn income credxt generated
from the change sn'estzmated acquisition earn: out payab!es
income before ;ncome taxes and Jnter-company interest. -
expense related to new acqussmons ‘that were stand- aione
offices {primarily the Arrowhead acqurs:tson} thathad - "
no comparable earnmgs in'the'same p@nod of 20%1 was :
appmx:mately $217million’ for2012; however tﬁcse eammgs
were offset by $25 0 m:lhon of :n{er—company znterest
expense aﬂocatian g :

new busmess Therefo e' the Nat;onai Programs D _s:on s 3_' o

':'-the resultaf:ts! '
¥ our CaESurunce@

' B ) pmﬁt—sharmg ::antmgent commlss;ons Non cash stoc :
: grant compensat:on :ncre_ ed 506" mtlkron due o new S!P

The Nat&onal Programs Devismn = totai revenues |n

Thls decreas wa pﬁmanly dr en by the reducttons in

: .grants:n'aad'c_«.-in_-th_e‘ﬁ_rst _qu ) te_i"dfzon;-a-nd o’ther:opératjng' S

" expenses mcreas__d $0.1 mil

n: Additionally, mteresi expense-' L .

. ofihis Divisioh relating fo prior acquisitions decréased by

T3 mﬁilon pr;maniydue ofthelﬂ/ annual reductlon n
.~ the cost ‘of capu;ﬁ interest:
- purcha_s_e price‘of ea

45
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i .Managemem s D;scuss:on and Analysis of
Financial COﬂdiini’? and Results of Operanons

3 Wheiesaeﬁmherage E‘stas;en P ARSI '-_brohers the the Retaliand Natzonaf Programs i}wrs;nnﬁ

w§"he Whoiesaie Broherage Davasn:m marhets and seﬁs T 'the Whoiesaie Broherage Dmsmn s revenues are pnmarl!y
> .excess and surpius commerc;al and personal ;mes msurance cmmm:sssmn based G

'and re_msura_nce, ‘primarily _thrq_ugh_ mdgpgnden_t_age_nts and - : F:nanc:al mformation relatmg’ to our Wholesa!e
' DR e e T T T L '.;-Sreh rageDtvnston is as’ follows i :

REVENLUES _ R :
Core commissions and fees S 163,182 _ 7.4% § 156,664 25% $ 151,331
Profit-sharing contingent commissions et ?2#‘%3 ' (7.3)% 13,433 {18.9}% 16,564

Guaranteed supplemental commissions (10.5}% 2,450 8.6% 2,255
Investment income (35.3)% 34 17.2% 29
Cther income, net (54.3)% 1,577 (3.5)% 1,634
Total revenues 5.4% 174,158 1.4% 171,813
EXPENSES
Employee compensation and benefits 52% 82,974 (1. 1% 83,927
Nan-cash stock-based compensation (10.4¥% 1,482 102.7 % 731
Gther operating expenses 6.7 % 31,372 3.2)% 32421
Amortization 2.2 % 11,032 G.4% 10,987
Depreciation 4.8% 2,694 (5.31% 2,740
interest (47 03 % 7.495 (33.9)% 11,342 =
Change in estimated acquisition earn-out payables RESPRAE, b & S {(81.0)% £91 NMF ™ {246)
Total expenses g .'_:fi'_t%_i']_;;.’_"‘é'e_ S 19% 137,647 (3.0)% 141,802
Income before income taxes §UA3355. . 187% $ 38511 221% $ 29911
Net internal growth rate — core organic commissions LT
and fees L 2.4 % {0.6)% -
Employee compensation and benefits ratio . s 47 .6 % 48.8 %
Other operating expenses ratio ; - 12 18.0 % 18.9% 0
Capital expenditures $ 133880 $ 2658 $ 1893

Total assets at December 31 51.837,364 § 712212 $ 673,927
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B resuitmg from an m-:rease incare commissions and fees
revenue was. pamakiy offset by a 52 9 mai!ion reductzon Jn f :
- : profit- shanng contmgent comm;ssmns and 0SCs, Ofthe

The Wholesaie Sroherage Dwzs;on 5 total revenues for

2012 mcreased 5 4%, or$9.4 m|!imn over the same penod

in 201, to $183.6 million. Proﬁz-sharmg conrmgent comm|s~ S

sions-and GSCs for 2012 dec:eased 1.2 milhon from the
same penod of 201E pnman}y due to deveioped iosses and
: tncreased loss rat:os_ experienced-by:our i

i expenses increased by $'__ +

: expense as a result of the Dmsmn g4 mcreased proﬁtabsi;ty

- and $1.2. mllhon innew producer sa!anes Other operatmg

' 'expenses increased: asaresult of hsgher costs for data. -

-_processmg, tekephone and mter company overhead charges 8

LT 2 oni's "otal revenues in .
- 201 :ncreased $2 3 miilzon aver 29!0 oF whfch %53 msiieon

%53 msllron netincrease in core’ cammlss:ons and fees

.revenue (1] an ancrease of. apprextmately 31 2 mt!licn related ;
“to the cmre commrssmns and fees revenue From acqufsmons L =

i mpioyee compensatton f
- and beneﬁz expense mcreased pnmanly due to higher bonus

GE R

E that had ho comparable revenues m the same perzod Df
2010 {ta} a decrease of $0.4 million related %:o commassnons
_ . and Fees revenue recorded in 2010 for busme s-dwestecﬁ
‘during QDH and {;;:) the remammg net lnc:ease ‘of. $3 7 mlihon o
i _pnmartiy reiateé o net new busmess As such [he Wholesale [REES

S 'm 2011 compared w:th ihe negatwe growih rate m 2010 i
reﬂected the graduai stabliszanon of coastal pfoperry ;nsurance _'

: ners mciud:ng the Ctt[ze-
: Corporat{on m F!onc}a

cap;ta! snterest
“rate: ch_ rged agamst ihe totat purchase pnce 0] ach of the
__ Dwrs;e ST r;nr acqunsmons

-' to the 0/ annuai reductron in. thecast i
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Maﬂagemem 5. Dsscussfor} and Anaiys;s of
chmc;a! Cond:t:on and Resuits af Operauons

services Divislon. _ SR
The Serwces D;wsmn prowdes msurance rel

REVENUES
Core commissions and fees
Profit-sharing contingent commissions
Guaranteed supplemental commissions
Investiment income

Other Income, net

L December 201, catastmphe cialms ad;ustmg serwces
: - Unlike our other: segments, nearly all of l:he Semces Bk :
. .Davxszon 5 2012 ccmmtssnons and fees sevenue was gener- i

3 ated ﬁom fees, thch are not s&gnlﬁcantiy affected by
..-ﬂuctuanoas in generai msurance premtums L
Fman ai nformatlon reiatlng 0 Oi.i!‘ Semces.{)uwsmn

o O — — % -

— o - — % -
{99.2)% 128 753.3% 15
{49.6)% 269 909.4 % 96

~Totat revenues

EXPENSES

Employee compensation and benefits
Non-cash stock-based compensation
Other operating expenses
Amortization

Depreciation

Interest

Change in estimated acquisition earn-out payables

76.9% 65,972 42.0% 46,447

1.7 % 34,494 30.4% 26,443
171.4% 220 1529 % 87
1252 % 11,626 50.3 % 7,734

44.8% 2,541 101.0% 1,264
116.6 % 590 67.6% 352

497 % 5,746 121.7 % 2,592
(87.0)% 3.026 $73.0% 282

Total expenses

716% 58,243 503 % 38,754

Income before income taxes

117.0% $ 7,729 0.5% § 7,693

Net internal growth rate — core organic commissions
and fees

Employee compensation and benefits ratio
Other operating expenses ratio

Capital expenditures

Total assets at December 31

T de———

1.3 % ©2)% i

523 % 569 9% il
17.6 % 16.7 % 1
$ 689 $ 419

$ 166,060 $ 145321
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The Serwces Division's tota! revenues For 2012

hy mcreased 76, 9,{,, or $50.8 million, over the same perzod in

i .20EE tc 31167 million. OF the $51. 4 mnhon net lncrease in core )

_ :_icommlssmns and fees revenue; {;} an :ncrease oF approx;— :
matsly $45.8 mllhon refated to the core commlssmns and .
S .Fees revenue from ‘acquisitions that’had! no comparable

o revenues in the same penod oFEOH and {u) Ehe remammg

: ___fpenod was pnmaniy due to our Med;car 'Sec dary Payer :
"_'-siatute ("MSP"} comg!sance—reiated service i L

-ltwas substannally offset by $32 m;ii;on oﬁnter—company '
mterest charged agamst the total purchase pnce of the

: Division's acquasntaons and a $2 7 mrﬁson charge Fof the change i
in estimat’e_d -acc;uisi'xian.ea_\r_'r:u_ao_u-t .p_ay_ébi_és-.. o :
Oti‘zer S BRI

CrAs d:scussed i Note 15 of the Notes o onsahdated

.j ' : co reporting segment'

lncome beﬁare income taxes in 20M mcs’eased it?.ﬁs than i :
301 mﬂi;on cwer 2010 “Even’ t%&ough the operanons acqu:red :
in 200 added subsrantzaiﬁy toincome befo;e mcome taxes




Management 5 D:scuss:on and Analys:s of

Fmanaal Cond;t;on and Resuits of Opemnans

:LIQUIDITY AND CAPiTAL RESOURCES o
Ou; cash and. cash equwa!ents of §219'8 msii:on at .

December 31 2012 ref’iected a decrease of $66 S mllhon from st

Long-term debt $ 450,093 $ 93 $ 125,000 $ 225,000 $ 100,000

Other liabilities 46,945 24,455 14,147 5,863 2,480

Operating leases 133,878 30,645 48,602 31,331 23,300

Interest obligations 53,425 15,835 21,517 12,885 3,188

Unrecognized tax benefits 294 e 294 — —

Maximum future acquisition contingency payments 146,858 30,833 116,025 m —
$ 101,861

Total contractual cash obligations $ 831,493
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$
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o 2012 and 2011 there

o ‘_December 22,2016, With & fixed interest rate of 5.66% per :

o per yeer were isstied. Dn SeptembeﬂS 204, pursuant to:

o rmm : : S ;
FARRERAN o8 Juiy 2004 we cempieted 2 pnvate ;)Iar:ement of

o $200 O 'million efuneecured senior notes {the "Notes”} The .'
o $20(} O mliilun is d;vzded intg two senes (1) Senes A, whlch

: " rlosed: on September 15, 20014 for $ Q0: 0 rmlhon was due
U An20and bore snteres{ ats&7%: per year and {2} Senes B,

g .':;and bearmg mterest at'd; 084 per: year We have usad the

":proceecis Ffom the Nores fOE’ general corporate purposee, B
"nc}udtng acqu;smons and fepeyment of ex;stmg debt EC)
eptember 15 ZOH the $100,G:million of Series A’ Notes wer ;
edeemed nn their: i mai 3 'tunty date. As. of December 3%
: -utstandmg balance on the

L -;Agreement occurred on December 22 2006 through;_he _
- issuance of SZSO mtllicn ;n Senes C Semor MNotes due

- year:0n Febtisary 1, 2008, $25.0 million in Seﬂes o Sen!or

' TNotes: due January 35, 2015 wﬁh 8 ﬁxed mterest rate of 5 37/

‘aConfirmation: of Acceptance dated January 21, 2011 {the
'_-_-"Conﬁrmatmn ) in connectaon wsth the Master Agreement

of retmng the Series A Senjor Ncatee As of Decembef 3]
e 20?2 and December 31 203? the;e was an outstandmg

hieh closed o Jqu 15, 2004, for $1OU (¢) msltlon duei i 20% :

e g :'debt baiance :ssued under the prov;smns ofthe Mester

: '-Z_Agreemem of $150.0 miflion. Ti’ae Master. Agreement expired
-on September 30 2012 and Was not exteeded

_ :a? mcreases up
'ty_date frorn

Jaxed: ar. deieted certarn orher covenante the: mammum STl

P cepei amountwas re,duced 10521 {)mtlhon At December PR
31, 2012.and December 3, 20?1 m' 'e were no bormwmgs

5agamst this facmty S '

i On}anuary 9, 2012 we entered 0! i} an amended

‘andrestated revelvmg and term isan (:;edit agreement {the

Sun’rrust Agreement”} w;th SunT;ust Banh {"Sun'frusz"} that

o prowdes for{ala £100.0: mﬂhon term ioan (tbe SunTmst

i Term Loan”} and {b} a 550 L&) miihon revofwng hne of credit
R 2018 wu:h a ﬁxed mterest rete ef 4 SOA per year were 1ssued
The Seraes E Semor Note's were sssued forihe sole purpoee g

_._{the "SunTmst Revoiver"} and {2} a SSO 0 mmmn promissory
:note (the IPM Note"} in favor of JPMorgan Chase Bank, N.A.

.{"JPMorgan") pursuant to : '!etter agreemen!: executed by
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: Management 5 D:scuss:on and Ana!gs;s of
F;nanc;al Cond;tion e:md Results of Opemnons

i JPMorgan (togerher with the JPM Note {the "JPM Agreement")
bndge fam!}ty {the "}PM Bridge Facmty ) ?he SunTrust Term
_-Loan,the Sun"ﬁust Revoiver and the IPM Bndge Facni;ty were "
each funded on January 9, 2012, and pmv;ded rhe ﬁnancmg
*forthe Afrowhead acquisition. The SunTrust. Agreemen i
5 : -amencfed and restated the Prior Loan Agreement :
S ' - The maturity date forthe SunTrust Term Loan-énd the
S 'SunTrust Revoiver ls December 3| 2016 at whtc:h me all

o '.'.-'Revoiver’s' 'mount outstandmg was reduced to zero

The rh ;timty date for the IPM Term Loan ls_ﬂecember BE R

- : 2016 at which time:all outstanding pnncmal a_nd unpazd
interest wm be due. Interest is charged at 4 sate eq!.ié] to the
: Altemative Base Rate or 1.00% above the Ad;usted E_IBOR

o Rate, each as mere fully described in the JPM Agfee' 'ent

:: _Eacqulsmons if addmonai acquisltlon oppﬂriumt{es_shouid
become avaliahie that exteeé o Current: icash fow, we:
" believe that gwen our reiatlvefy low debt :o—totai-

: _ euther the pr:vate or’ pubhc debt marhets

Fees |nc|ude an: up front Fee The obhgatrons under the
JPM Term Laan are: unsecured and the JPM Agreement

* - dncludes various ‘covenants, Ezm:tataons ancf events ofdefauit R

“that are customary fo; s;mrlar facrhnes For samnar bo;rowers

_ apltatlzatmn :
- ratio; we wouid ba. abie [o raise addltmna! capetai through
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Consolidated Statements of Income

" ¥ear Ended December 31,

REVENUES JEIEEER I o
Commissions and fees §1,189,081 $ 1,005,962 $ 966,917
Investment income ey 1,267 1326
Other income, net 6,313 5,249
Total revenues 1,013,542 973,492
EXPENGES
Employee compensation and benefits 508,675 487,820
Non-cash stock-based compensation 11,194 6,845
Other operating expenses 144,079 135,851
Amortization 54,785 51,442
Depreciation 12,392 12,639
interest 14,132 14,471
Change in estimated acquisition earn-out payables {2,2086) (1,674)
Total expenses 743,021 707,394
Income before income taxes 270,521 266,098
Income taxes 106,526 104,346
Net income $ 163995 $ 161,752
Net income per share: _
Basic $ 1.15 1.14
Diluted $ 1.13 1.12
Weighted average number of shares outstanding;
Basic 138.582 137,924
Diluted 140,264 139,318

Dividends declared per share

. " See.accompanying notes to consolidated financial statements.
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C ons’éfid@rfédgélance Sf;'eef.s:‘;- T

ASSETS

Current Assets:

Cash and cash equivalents $ 219821 : $ 286,305

Restricted cash and investments ’?64554 130,535
Short-term investments C ;:ﬁ_.'_S,:-'!'&?“' 7,627
Premiums, commissions and fees receivable S 382;?25;'-3 240,257
Deferred income taxes _ 24,4{)8 19,863
Other current assets 39819 23,540
Total current assets e 759512 708,127

Fixed assets, net ..:'.:_:_ ?4,337 61,360
Goodwill ‘ R P B 1,323,469
Amortizable intangible assets, net L BGE538 496,182
Other assets 17,873

Total assets $ 2,607,011

LIABILITIES AND SHAREHOLDERS EQUITY
Current Liabilities:

Premiums payable to insurance compaiiies § 406704 § 327,096
Premium deposits and credits due customers BT 3286? i 30,048
Accounts payable i 48,‘524 22,384
Accrued expenses and other liabilities o 79,593 100,865
Current portion of long-term debt o 93 1,227
Total current liabilities 567,781 481,620
Long-term debt 450,000 250,033
Deferred income taxes, net S 23?,639 178,052

Other liabilities B Fia 53343
Commitments and contingencies (Note 13) ' SRR

Shareholders' Equity:

Common stock, par value $0.10 per share; authorized 280,000 shares; TR FE I
issued and outstanding 143,878 at 2012 and 143,352 at 2011 14,3887 14,335

Additional paid-in capital ' 335,872 307,059
Retained earnings 1,457,073 ¢ 1,322,562
Accumulated other comprehensive income, net of refated income : e
tax effect of $0 at 2012 and $4 at 2011 o L 7
Total shareholders’ equity 4,807,333 1,643,963

Total liabilities and shareholders' equity % 3,128,058 $ 2,607,011

See accompanying hotes to consolidated finoncial statements, L
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£3
Balance at January 1, 2010 142,076  $14,208 $267.856 $1,087,805 $ 5 $1,369.874
Net income 161,752 161,752
Net unrealized holding loss on available-
for-sale securities 2 2
Comprehensive income 161,754
Common stock issued for employee stock
benefit plans 705 70 7,495 7,565
income tax benefit from exercise of
stock benefit plans 11,391 11,391
Common stock issued to directors 14 3 255 256
Cash dividends paid ($0.3125 per share) (44,496) (44,496)
Balance at December 31, 2010 142,795  $14.279 $286,997 $1,205,061 $ 7 $1,506,344
Net income and comprehensive income 163,995 163,995
Common stock issued for employee
stock benefit plans 545 55 18,859, 18,914
Income tax benefit from exercise of
stocik benefit plans 916 916
Common stock issued to directars 12 1 287 288
Cash dividends paid ($0.3250 per share) (46,494) (46,494)
Balance at December 31, 2014 143,352  $14,335 $307,059 $1,322562 $ 7 $1,643,963
Net income 184,045 184,045
Net unrealized holding gain on available- o
for-sale securities ) 7y
Comprehensive income 184,038
Common stock issued for employee
stock benefit plans 501 50 19,549 19,599
income tax benefit from exercise of
stock henefit plans 8,659 8,659
Common stock issued to directors 25 3 605 608
Cash dividends paid (§0.3450 per share) {(49,534) {49,534y oo
lance at December 31:2012 [l _siasTezs s - susgras

143,878 ' $14,388 ' $335,872

- Gee titcbmpanying notes to consofidated Financial statements.
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-COnso!id'ated:Sct_:_fe_njehféit;fc'_ﬁéh: 'FIQUJS_

‘Vear Endéd December 3|,

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income % 163,995 $ 161,752
Adjustments to reconcile net income to net cash provided by
operating activities:
Amortization 54,755 51,442
Depreciation 12,392 12,639
Non-cash stock-based compensation 11,194 6,845 o
Change in estimated acquisition eamn-out payables {2,206 (1,674}
Deferred income taxes 30,328 22,687
Income tax benefit from exercise of shares from the
stock benefit plans (916} {11,391)
Net gain on sales of investments, fixed assets and EER
customer accounts {1.890) {1,474}
Payments on acquisition earn-outs in excess of
original estimated payables (1,369) —
Changes in operating assets and liabifities, net of
effect from acquisitions and divestitures;
Restricted cash and investments (increase) decrease {6,941) 31,663 .
Premiums, commissions and fees receivable (increase) {20,570) {2,555}
Other assets decrease {increase) (7,322) 14,5259
Premiums payable to insurance companies {decrease) increase 9.447 436
Premium deposits and credits due customers increase (decrease) | 1,277 (9.673)
Accounts pavable increase (decrease) {2,807) 28,246 - in
Accrued expenses and other liabilities {(decrease) increase 3,975 (2.087) -
Other liabilities {(decrease) (5.811) (5,233}
Net cash provided by operating activities 237,531 296,052
CASH FLOWS FROM INVESTING ACTIVITIES: : Wl
Additions to fixed assets S RA028) (13,608) (10,454) . ::-__
Payments for businesses acquired, net of cash acquired S 25,054 {166,055) (157,637)
Proceeds from sales of fixed assets and customer accounts _ A9 3,686 1,558 o
Purchases of investments (12,698) (9,285) . -
Proceeds from sales of investments 12,950 9327 . o
Net cash used in investing activities (175,725) (166,491) -
CASH FLOWS FROM FINANCENG ACTIVITIES: i g R
Payments on acqulsition earn-outs {13,538 (8,843) (2138)

Proceeds from long-term debt s 200,000 100,000 —

Payments on long-term debt (102,072) (19,425)
Borrowings on revolving credit facilities — -
Payments on revoiving credit facilities — —
Income tax benefit from exercise of shares from the stock benefit plans 216 11,391
Issuances of commen stock for employee sfock benefit plans 8,667 11,119
Repurchase of stock benefit plan shares for employee BN Ty
to fund tax withholdings SRR PeR) L (65%) (10,143}
Cash dividends paid i (as534) (46,494) (44,495)
Net cash provided by (used in} financing activities N *148_,7_131 o (48,485) (53,690)
Net {decrease) increase in cash and cash equivalents CesiaBd) 13,321 75,871
Cash and cash equivalents at beginning of year s _'296,:3'&5 . 272,984 197,113

Cash and cash equivalents at end of year T 2198 $ 286,305 $ 272,984

See accompanying notes o consolidated financial statements.
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~ . reserve'was $7 E74 OOO and $6,396 OOG at December 3, 2012 and 201, respecnvely, and:itis peraod;caliy evaluated and

Notes to Conso!fdared Fmanc:al Statements

ﬂNO’fE '1 SUMMARY OF SiGNlFICANT A _ COUNTING POUCIES

"Nature 0f Gperanons L

to its customers msurance products and sewaces pnmamy in the property and casua!ty area. Brown Er B?OWH s busmess xs DRV

_ dNIdEd mto four reportable $egments the! Retaﬂ Dmsnon wh;ch pm\ndes = bmad range ofmsurance pfoducts and 5erwces_

g rs nstaiiment bilhng At thnse dates_ the eammgs process. has been ccmpletef and’ Brown & Brown can
reiiabiy estlmate ihe: émpact of poltcy r:anc ianons fﬂr refunds and: estabhsh reserves Accor ngly The reserve fﬂ pahcy

: _'canceilatro 5 is: based upch htstoncai canceiiatlon expenence adjusted for hnown carcumst

es The pol;cy canc'ellatlon

o ad;usted as necessary Subsequent commiss;on ad;ustments are recogmzed upon recexpt oF notlﬁcauon from. he ansuraﬂce

e compamas Commlsszon revenues are reported net of commissmns paici to Subs brohers or co brohers Proﬁt‘sharsng contm- s
gent commissions from insurance compames i recogntzed when determmable WhICh is when such commissions, or _pfﬁc:ai
'nouﬁcanon of the arnount of such comm;ssnon 45

o %Jse ef Esnmates

) ananaa! Statements and the reported emounts ef revenues and expenses durmg the repomng per;od Actuai results rnay PN
-differ: from those estgmates s : . :

Cash and Cas%; Equwaieﬂzs

_ Cash and cash equivalents prlnmpaliy conssst afdemand depos:ts w;th ﬁnanoal mst{tunons and h:ghiy hqu:d mvest- S
ments w;th quoted market prices having matunues of three months of less when purchased_' co
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‘Notes to 'C(_j;?;sa'ﬁdarédﬁﬂancigi Statements

Reﬁkrscmd {Iash and Ensfestmems and Promiums, Cemm;ssmns aﬁﬁ f“»ees Rece;\rabi

slvits r:apac;ty asan msurance agent or broker, Brown & Bmwn typfcaily coilects premlums from msureds and after
L deductmg xts authonzed commlss:ons remits the net premlums to the app_r_opnate msuraace company O? compan;es

i unremstted Funds cnly in cash money marhet accounts tax—rree vanabie rate demand bcmds and commerc;ai paper he!d
;For a shost term In certam states in wh:ch Brown & Brown operates zhe use and mvestment alternauves For these funds

exceeded the carrymg value of such assets Fn add;zson as of December 3} 20}2 zhere are no accumulated 1mpa:rment losses .

Amortlzabie mtang;bie assels are stated at cost, tess. accumulated amorttzat;on -and consist of purchased customer
accounis and ron: compete agresments. Purchased customer accounts ard non—compeke agreements are amortized on
a straight- lme bagis: over the Telated, esnmated tives and c:c:»ntract per{ods whtch range from: ﬁve ko 45 years Purchased

customer accounts pnmaniy consist of records and files that contam mformatfors abouz msurance poEfc:es and the reiatecf
insured pas{les that are essenual to policy renewals. w

ote




The carrying value of amomzabie lmangibie assets attnbutabie m each t)usmess or asset group compnsmg Browns Brown S
s penodicaﬂy rewewad by management to determineg ;fthere are events_or changes incircumstances. that would indicare’ 11 '3-
any, such changes i cxrcumstances durmg {he year !

assets by cons;der;ng the estlmated future und:s— :

'f'thar Hs-carying amount may notbe ecoverable Acco{d;ngty,_
Brown & Brown assesses the: rr nig vaiue oflts amorzezab{e mtang

Net income
Net income attributable to unvested awarded performance stock

 dilured we:ghted_aver_age 2

163,995

(5,099)

161,752
(5,097}

S 478732 - $ 158,396

Net income attributable to common shares $ 156,655
Weighted average basic number of common shares outstanding 143,507 143,029 142,412
tess unvested awarded performance stock included in weighted average T
basic share outstanding ~{4,443) (4,447) (4,488)
Weighted average number of commeon shares outstanding for basic AR I
eamings per common share DL T3B,364 138,582 137,924
Dilutive effect of stock options D R,646 1,682 1,394
Weighted average number of shares outstanding S aszgn 140,264 139,318
Net income per share: Pl SHS
Bastc PR 178 5 1.15 $ 1.14
Dituted 5 128 - § 113 $ 1.12

5%




L _ ?aar%&iue ameamaa% §nstrumenm

. NOTEZ BUSINESS cem_amm"rcms

5 _Acqutsr&scns m 2{332

L the stoc!? of one msuranc i ¢
O .acqu;sﬁmns was %67 586 OOO mdudlng $1+83 933 GOO of cash payments the 1ssuance of noes

- the | rssuance af 525 439 OOO m othei payabfes rhe assumptmn of $136,676,000 of irab itleé'and 524 4?9 000 of recorded
" earn-out: payab!es The other payables amoun

cof Arrowhead ona pro rata basus for certam pre'merger corporare tax rel’unds and certa;n ‘estim
_ mx credrts that veere creamd by, net e;:»eratmg tc«ss carryforwardq nngmatmg ﬁom transacnon«reia_ _d-tax beneﬁt items. AloF
) these acquisztfons were acqmred przmanfy to expand Brown 8 Brown s core busmesses and to attract' zgh»qual;ty personnel

 the sellers of | xhe acqu;red busmesses in accordance w:rh :he pmwsrons outlmed m the respectrv_ purchase agreements R
e determ;nmg fair vaiue the acqulred business's’ future performance is estimated using’ ﬁnanc&al pro;ecttons {ieveloped by manJ o

~Notes ro Consolidated Financial Statements

The cafrymg amoums ‘of Brown B Bmwa 5 ﬁnancrai assets and i;abrlmes mciudmg cash and cash equwaients restrrcted

: ; _ premrum deposlts and credlts due cusromers and accounts payable at December 3i 2012 and 201] approxrmate fair vaiue
5 -_'-because of the short term maturrty ofthese instruments, The carrylng amounr of Brown 8 Brown s long -term debt approxi-
G mates falr vaiue at Elecember 31 2012 and 2011 because the relarecl ccupmn rate approx;mates the current marhet rate.

5t0ch Eased Csmpensamn 3_' '

EEEe testmg by ailawr:'_g an ent;ty td ﬁrst assass quaiitatwe facto to determme whether st ;s mor - {it
" ofa repomng un'lt 15% 55 :
8 ‘unless it is more: i;hely than nct that the Farr vaiue.ls ss than cas’ry;ag value The gurdance i
U perrods beg;nnmg aﬂer '
i : .Consohdatea Hnanczal Slatements

f“fectwe For mteﬁm and annuai _
.e:e'r_'nibgrris;Q_Q:_q.-rhé;_aqmt_ n of this guidance -did;nt;_é:_'h'_:_a_vg anymaterial i'm-pfa'c;_-esn the Company’s..

Puring: 2012 Bmwn 8 Brown acqurred the assets' Yid: assumed cenain llablhtles of 19 dnsu nce.mtermedranes ail c}f
1 termedlary and: a booh u busmess (custc:mer accounts} The G

ate-purchase price of: these-
yable of 559,000, -

clu_des $22,06); 000 that the Company "s_ob igated to pay al Sharehﬂlderg
potenttal future income: 1

agement for the acqurred busmess and reﬂects marhet partrcrpani assumpncns regardmg revenue gmwth and/or pfoﬁtabmty
The expected futire payments are esnmated cn the basrs of: the earn-owt formula and performapcg_targets specnﬁed ineach.

purchase agreement compared zo the assoc:ated ﬁnancrai projections. These payments are then dtscounted to present va!ue
using a risk- ad|usted rate that iahes into con51deratson me Ezheiihood that the forecasted eam out paymants will be made.
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- within the permitted measure

- Basecﬁ on the acquzsztsoa date and the compiexxty ofthe underiying vafuation worh certam amounts mc;luded i the -
n ;Company s Condensed Consohdamd Fmancsal S{atements may be pIOVISIDnal aﬁd thiig sui:: ec:t to further adjustments . :

o Combmauons Ho' ever,

o ondensed Consohdazed Fi

: nauons and are as

Arrowhead General Insurance
Agency Superholding
Corporation

Insurcorp & GGM Investments LLC
(d/b/a Maalouf Benefit Resources)

Richard W. Endlar insurance
Agency, Inc

Texas Security General
Insurance Agency, Inc.

Behnke & Associates, inc

Rowiands & Barranca
Agency, Inc.

Other

National
Programs;
Services

Retail

Retail

Wholesale
Brokerage

Retail

Retail
Various

January 9

May 1

May 1

September 1

December 1

December 4

Various

$ 396,952

15,500

10,825

14,506
9,213

8,745
28,192

§ 22

061

0o

$ 3,290

4944

2,598

2,124
1.126

2,401
4,996

i1le peno' as. deﬁned in Accountlng Standards Codlﬁcanon ("ASC”} Toplc 805 Busmess

$ 422,303

21,344

13,423

18,812
10,332

11,146
33,543

Staterhents The acquns;tions made in 2012 have been accoumed for as busmess combr-' o

$ 5000

17,000

5,500

7,200
3,321

4,000
14,149

$4

27 4272

SIS

$ 21,879

$530,910 ¢

: The Fef!ow.'_ q
each acqmsmon L

(110,188)

Cash $ 61,786 § — % — $ — 8 — $ - § — § 81,786
Other current assets 69,051 180 305 1,866 — o 422 71,824
Fixed assets 4,629 25 25 45 25 30 158 4,937
Goodwill 324,128 414,745 8,044 10,845 6,430 8,363 21,085 390,640
Purchased customer
accounts 99,675 6,490 5,230 6,229 3,843 3,367 13,112 137,946
Non-compete
agreements 100 22 11 14 41 21 243 452
Other assets 1 — — — e — — 1
Total assets acquired 556,370 21,462 13,615 18,999 10,339 11,781 35,020 667,586
Other current liabilities (107,579) (118) (192) (187} e (635) (1,477}
Deferred income taxes, net (26,488) — —_ — —_ —_ . (26,488)
Totai Habiiities assurmed (134,067} (118} (192) (187) — {635) (1,477 (136,676}
$ 21,344

Net assets acquired $ 422303

§ 13,423

$ 18812

$ 10,339

§ 11,146

$ 33,543

&1

$530,910




T

- Nofes {a Consof:dated Fmanc;a! Statemems

: iﬁtengib_ie ass'etsZa-fe-'es}feifows:putchased-cu-stomef SRR

_ The weighted average usefui iwes for the acqu;red amortrzabl
3 accounts, 15.0 years; and non competa agreements 50 yeers : : ; :
o Goodwill of 5390640 000; was aiiocated to the: Retail Nat{on' 'i_Programs Wholesate Bmherage and Semces

'.Dw;saons in Lhe amounts 0F$S7 856 OOO 5289 ':?78 OOO Bl 656'000 and_ $3l 750_ OOO respectweiy Ofthe total goodwul

Total revenues $ 1,163,341

313,706
190,174

Income before income taxes
Met income
Net income per share:

Basic

Diluted

Weighted average number of shares outstanding:

1.33
1.31

Basic 139364 138,582
Diluted 5 142‘{}13 . 140,264

: pfoﬁtabliity he expeczied future payments are estzmated nn ti’:e basns ofthe eam out Formu}a and performance targets S
specnﬁed ingach purchase agreement compared 10 the assomated ﬁnanc;al pmjec{:cms These payments are then dlscounted BEE

to present vaiue usmg __rish adjusted rate that tahes mto consnderauon the: nhelmocd {hat the forecasted earn-ou payments ; :': SN
will be made) SRR S '
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. The'acquisitions made in 2011 have been accouinited for

Balcos Insurance, inc. Retaif $ 8611 $ 1,595 $ 10,206

january 1

Associated Insurance Service, Inc.

et al. Retait january 1 12,000 — 1,575 13,575 6,000
United Benefit Services Insurance

Agency LLC et al. Retail February 1 14,283 — 2,590 16,873 8,442
First Horizon Insurance Group, inc.

ef al. Retail April 30 25,060 — s 25,060 —_
Fitzharrls Agency, Inc. et al. Retajt May 1 6,159 — 888 7,047 3,832
Corporate Benefit Consultants, LLC Retail June 1 9,000 — 2,038 11,038 4,520
Sitzmann, Morris & Lavis Insurance

Agency, In¢. et al. Retait November 1 40,460 e 6,228 46,688 19,000
Snapper Shuler Kenner, Inc, et al. Retail November 1 7,493 e 1,318 8,811 3,988
industry Consulting Group, Inc. Natfonal

Programs November 1 9,133 —_— 3,877 13,010 5,794

Colonial Claims Corporation et al. Services  December 23 9,950 — 4,248 14,198 8,000
Other Various Various 25,295 1,154 6,168 32,657 12,865

Total $167,444 $ 192,163 $ 78207

. The foliowing table summa

5,470

Cther current assets 187 252 438 1.640 77 227
Fixed assets 20 100 20 134 60 6
Goodwill 6,486 9,065 10,049 15,254 7,244 6,738
Purchased customer accounts 3,530 4,086 7,045 3,088 3,351 4,046
Non-compete agreements 42 92 45 10 21 21
Other assets e — 4 9 — —

Total assets acquired 10,265 13,585 17,601 30,305 10,753 11,038
Other current Babilities (59) (10} (728) (3,790} {3,706} e
Deferred income taxes, net —_— — e (1,455} — o
Other liabilities — — — — e —

Total iiabilities assumed (59) (10) (728} (5,245) (3,708) —

Net assets acquired $ 10,206 § 13575 § 16,873 § 25060 $ 7,047 $ 11,038
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" NotestoC onsolidated Financial Statements

Cash $ - — 3 — % e $ — $ 5,170
OCther current assets 1,372 247 338 e 1,059 5,835
Fixed assets 465 45 100 60 65 1,075
Goadwill 31,601 5,818 9,564 8,070 18,465 128,344
Purchased customer accounts 13,995 2,728 7,161 6,094 13,746 73,868
Non-compete agreements 42 12 1 23 187 506
Other assets 4 - 5 — 2 24
Jotal assets acquired 47,479 8,848 17177 14,247 33,524 214,822
Other current ifabifities (791) (37} (1,096) {49} (867) (11,133}
Deferred income taxes, net —— e — — — {1,455}
Other liabilities —_ e (3.071) e — (3,071
Total liabilities assumed (791) (37) {(4167) (49) (867) (15,659)
8.811 § 13010 % 32,657

Net assets acquired $

Total revenyes

Income befere income taxes
Net income
Net income per share:

Basic

Difuted

Weighted average number of shares outstanding:

Basic
Dituted

14,198

$

$1.058,142
$ 283,404
$ 171,805

5 1.20
$ 1.18

138,582

$ 199,163

$ 1,059,857
$ 291,944
§ 177,464
$ 1.25
$ 1.23

137,924

140,264

&4

139,318



FivE A

-':._A-équisizi&'hS' in 2010 L
Dunng 26}10 Brown & Browrz ac

DiMarting Associates, Inc. Retall March 1 $ 7,047 L § 3,402 $ 10.449 § 5837 oo

Stone Insurance Agencies, et ai. Retail May 1 15,825 o 124 15,949 3,000
Crowe Paradis Holding

Company, et al. Services September 1 75,000 — 8,665 83,665 15,000
Thomas R Jones, Inc. Retail October 1 14,634 — e 14,634 —
Other Various Vartous 46,130 755 12,899 59,788 30,668

To’ral $158,636 $ 759 $ 25,090 § 184,485 § 54305

‘t’he foEtuwmg tab!e summanze he esu' et

Cash $ - § - % 1,000 § - $ — $ 1,000
Qther current assets 137 516 118 259 1,528 2,558
Fixed assets 21 70 500 120 180 891
Goodwill 6,890 11,128 53,573 8,683 36,119 716,393
Purchased customer accounts 3,380 5,172 28,440 5,643 22,841 65,476
Non-compete agreements 21 74 33 — 332 460
Gther assets e m 1 4 — 5
Totaf assets acquired 10,449 16,960 83,665 14,709 61,000 186,783
Other current Yabilities e {1,011} e (75) (1,212) (2,298)
Total liabilities assumed - (1,611) — (75} (1,212} (2,298)

Net assets acquired $ 10449 3 1594% § 83,665 § 14,634 $ 59788 $ 184,485
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Notes to ?3-Co_zﬁso¥{d_ated Financial -'Sttz'{emeht_sfj e

"z’he welghted average useFul lives for the above acquxreci amcmzable mtangtble assels are as foiIOWS purcbased
) eustcmer accounts.are 150 yea rs, and noncompete agree ; : 5 G years
Gocdwdi of $316 393, OOO was as&gned to the

Total revenues $ 1,015,043 $ 1,035,286
income before income taxes § 278,635 $ 274,908
Net income $ 169,373 $ 165,420
Net income per share:
Basic $ %19 $ 1.17
Dituted % 1.48 $ 1.16
Weighted average number of shares outstanding:
Basic 137924 137,173
Dituted ?39.318 ?37,5(}7

For acqu;s;tfons consummezed pnor to January1 20()9 __dlt:onal cons;deration pa:d tc seliers as e result oF ”urchese e

_ As of December Si 2012 the: maxtmum Future cohtmgencv payments related io aH acqmsutmns totated 3246 858 {)OO of e
o whlch aEE of Ihe $146 858 000 reiates to acquzs&tmns con_summated subsequent to January i 2009

S values ofacquired assets mcludmg goodwnli and assumecﬁ habmties {wtth oniy hm;ted exceptsons} upon in 'aEEy obta;n;ng
E t:ontrol of an acqutred entity. Addatlonaiiy, the Fair value ef contmgent cons:deratzon arrangements {such asei !

“out: purchase

L arrangementsj atthe acqu:smon date must be mcluded in the purchase prlce consuderanon As a result the recorded purchase

pz’sces forail acquasatlons consummated after January §, 2009 mciude an estlmat:on ofthe Fair value of Isab: tie s:assoczated

¥ wrth any potentiai eam-out provisions. Subsequent. changes in these earn-out obligations will be recorded m the consohdated
_ : _ statement of income when incurred. Potentlal earn-put obiigatxons are typlcaﬁy based upon Future eam:ngs of the acqurreci
- em:ttes usuelly between one and three years.
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As ofDecember 38 2012 the fair vaiues ofthe esumated acqu;smon earn: o payables were re~evaiaated and: measured' SR g
Cat fazr vaiue ona recur;zng basns using uaobservablemputs {Level 3). The resu]tmg addmons payments and net changes as: o :
owell as the :nterest expense accrenon on the esumated acqunsmon earn- ou{ payabies, For the years ended December 3! ware"- SRR
as foilows : : R - s : =

Balance as of the beginning of the period LS AT : § 29,608 $ 7.354

Additions to estimated acquisition earn-out payables i 479 1 30,525 25090
Payments for estimated acquisition earn-out payables : (176355 1 (14,212) {1,162)
Subtotal : : 49,921 31,282

Net change in earnings from estimated acquisition earn-out payables:

Change in fair value on estimated acquisition earn-out payables (4,043) (2,606)
1,837 932
{2,206y (1,674)

§ 47,715 $ 29,608

Interest expense accretion

Net change in earnings from estimated acquisition earn-out payables

Balance as of December 31

Balance as of January 1, 2011 $ 716,626 § 140,238 § 269,723 § 68240 $1,194,827

Goodwill of acguired businesses 112,610 9,564 2,289 8,071 132,534
Goodwill transferred {(1.771) — 1,771 — —_
Goodwill disposed of relating to sales of businesses {3,892} — e — (3,892)
Balance as of December 31, 2011 823,573 149,802 273,783 76,311 1,323,469

- Goodwill of acquired businesses 58,148 285,378 14,271 31,750 393,547
. Goedwri# disposed of refating to sales of busmesses (5,502) - — — {5,502)

"'-""e'as °fDe€ambﬁf e . 5875213 5 439480 5 28 TS A0e0e1 | st7us1a
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Notes to Consolidated Ffmnc;af _Sfafeménté_

NO?E 4 AMORYiZABi.E INTANGIBLE ASSETS

Purchased customer SRR S

accounts '_51-;905,'4331 _:_ 439,623 BeGA0R: 0 o § 876,552 $i381,615)  § 494,937
Non-compete d e T L

agreements : Qe I 13 RN ; 25,291 (24,045} 1,245

$1 030,351 § e $566,538 $ 507,843 $(405.561)  § 496,182

Available-for-saie equity securities
Certificates of deposit and other securities

Total investments
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- The foilowmg tabte summanzes the pmceeds and rea%lzed galns/(!c}sses} on equuy secu:;ties anci ce;tlﬁcates of depos:t ERETEPIE
for the years ended December 3¥ o EERNE o :

$131,436
17,045
438
148,919
(87,559) .

$ 61,360 SR

Furniture, fixtures and equipment

Leasehold improvements

Land, buildings and improvements

Total cost

Less accumulated depreciation and amortization

Accrued compensation and benefits § 16818
Accrued rent and vendor expenses 11,554
Accrued bonuses 47,585
Reserve for policy canceliations 6,396
Accrued interest 3,288
Other 15,224

Total $ 100,865
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: No:tje}s_”to_ ;:C-ons'oiidatéd .Fi.ﬁahsiqi Sm:e'mehzjs” - s

NOTE 8 LONG TERM DEBT

Long ierm debt at December 3} c:oﬁslsmd gfthe Foilowmg

Unsecured senior nofes 8 450,000 ©§ 250,000

Acquisition notes payable ' ::_‘.3’_.3. e 1,260

Revolving credit facility

Total debt 45::: 993"; 251,260

Less current portion 3f . (93) (1,227 o
Long-term debt 5. -'.4.5-9}’900 $ 250.033 ok :.

with anether nat:enai msurance company (the New Purchaser’ } The New Purchaser aiso purchased Notes tssued by the
' Company in 2(304 The New Masier Agreemenz prov;des for a 5325 O mmmn pnvate uncommstted "shelf" Faaiixy Fer the:"

TG



8 'ceﬂ:am Anancial ratios and camply with c:ertaln ather covenants The Ccmpany was in ccmphance wn:h al? such covenants CE :_ e
-~ of December 3 2012 and 201 SRR : : " E

o june 3 2013 The Revolvmg Agreement zmt:aily-prowded for a revolvmg credtt fac;iity m the maxrmum pnncxpai amount

under the Mastes’ Agfeement ancﬁ re!axed or deleted certam other covenants the maxnmum pnnmpa! amount was reduced =
o to $20 O m;lhon Al Secember 3% 2012 and December 3! 2{3]3 the;e wesfe r‘zo borrowmgs agamsr thls Facs!fty

the JE’M sndge Facmzy and {2) the Sun?mst Revolver As a: resu!t i
rsdge Facnltty was termmated and the SunTrus Revotver’s amount";' i

The Noteg the Mast&r Agreement the SunTmsE Agreement and the JPM Agreement afI requ;re the Company o masntam AN

Acqu:s;tion notes payable represent debt l_ .

. At December 3, 2012 maturmes oFEosg term debt were 593 OGO in 2{)!3 SEOO OOO OOO in 2014 $25 OGO ODO in 2035 £ S

- $225 OOO OGO in 2016, SO in 2017 and 6100 000 OOO rn 20%8 and beyoﬂd
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' Notes to Consolidated Financial Statements

NOTE 9. INCOME TAXES

Sign_iﬁcaﬁf_'éémpdhén_t’s'_' of the provision for income taxes for the years ended Decemnber 31 are as follows: " -

Current:
Federal § 65,467 § 70,745 s
State 10,084 10,236
Foreign 638 260

75,183 81,811

Total current provision

'j';--_: j. ~ Deferred:
Federal 27.212 19,820
State 3,131 2,645

Total deferred provision 30,343 22,535

$106,526 $104,346

Total tax provision

35.0%
35
0.3
0.3
.3

Federal statutory tax rate

State income taxes, net of federal income tax benefit

Non-deductible employee stock purchase plan expense

Non-deductible meals and entertainment
Other, net

Effective tax rate

Current deferred tax assets: RO A
Deferred profit-sharing contingent commissions LE 9,490 %1124

Net operating loss carryforwards s8] —
Accruals and reserves SoUie,437 v 8,739

Total current deferred tax assets $24408 - $19.863
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" Significant:componenits of Brown & Brown's non-ciirrent deferred tax liabilities.and assets as of Decembir 3tareas follows::

Non-current deferred tax liabilities:

Fixed assets % 11,400
Net unreafized holding gain of available-for-sale securities 4
Prepaid insurance and pension e 3,123
Intangible assels 24502000 176459

Total non-current deferred tax liabilities s 257,44? 190,986

Non-current deferrad fax assets: R :

Deferred compensation 11,341
Net operating loss carryforwards 2,071
Valuation allowance for deferred tax assets (478}

Total non-current deferred tax assets 12,934

Net non-current deferred tax fiability %237.6305°°  $178,052

Unrecognized tax benefits balance at fanuary 1 S TR ; $ 656 § 635
Gross increases for tax positions of prior years Il v 257 22%
Gross decreases for tax positions of prior years e —
Settlements {107} (208}

$ 806 $ 656

Uﬁrecegnized tax benefits balance at December 31

o The Ccmpany recogmzec zrteregt and penaitaes refated m .uncertam tax posmons zn mcome 1ax expense. As of December 31 =
s 20!2 and 2013 the Company had approx;mately 5?9 000 and 5188 OOO of accmed mterest and penaitreg retated to unt ertam
:tax pos&tions respectrveiy BRI IR R : N : NN B
o - The rotal amount of unmcogmzed tax beneﬁts that woufd affect Ehe Company s effectwe tax rata: tf re _ogmzed was"
i '5294 000 as'of December 31, 2012 and ’5806 000 as af December BE 2011 Th@ Company does not expect ﬂs unrecogmzed

8 tax beneﬁts ro change 5;gmﬁcantiy ove¥ the. next 32 months

L Asa resuit ofa 2006 Internat Revenue Service' ("JRS_‘_')_aucirt the Company agreed 1o @ccrue at each December 31 for tax : :
purposes only, a hﬁown amount nf proﬁt shanng contmgent commass;ons represented by the actual amount of proﬁt«shar;ng e
" icontingent commissions rece:ved in the first qua:ter of the related year wﬁh Arueup ad;ustment 0 the actuat amouni
o recewed by the end of the fonowmg March Stnce thss methad for tax purpcses differs from the method used Fnr boah purposes, _
R wsz resultin a current deferred tax asset.as of December 3 each year which will revarse by the foiiowmg March 31 when the

: _related pfoﬁt-shanng contingent commissions are recognszed for ﬁnanc;ai ac:countsng purposes. -
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3 MR OERGH B 7

. open For audit for the ﬁscat years 2008 [hrough 2012 Fn the Umted ngdom zhe Company s ﬁilngs remam opem Far audst Fer s

~the ﬁsca[ years 2008 thmugh 2002 T?ze Campany s 2009 and 2010 federa[ carporate income [ax retums are: currently be:ng :
auctrted by the internal Revenue Service: The Companys 2008 thrﬂugh 2011 State of Coiorado aﬁd State of Fiorlda mcome tax-'-. L '
':retums are currently under audit The Campany i5 nat subject to any other ongomg federat state or Fore;gn mcon‘;e tax audn:s e

. ':NGTE 30 EMF’LOYEE SAViNGS PLAN

The Company has an Employee Savmgs_?ian (401{!?}} L whlch substantialiy aﬂ employees w:th more than 30 days y
of servsce are ellgtble 1+] pamc:pate Under t_' i5; plan Brown 8 Brown mahes matc:hsng contf;but;ons o‘r’ up ;o-_z oy & of each

. votmg pnv;leg :
R b 15 ye of contmucus emptoyment thh Brown & Brown ﬁom the date shares are granted to the pamc:p
i .case of the Juiy 2009 grant 1o Poweii Brown 20 years}

2 Stoch Incentive Plan {Ehe "SIP") o -
AL December 3, 2032 6750, 2 53, si"ares ha B
$25 68 As of December E:R 2012 1, 296 5t7 shares had not met the ﬁrst coadftmn f‘or vest:ng 2 394 505 shares had met the g
' ﬁrst condi:ton of vesting and had heen awarded and 3, 059 23! shares had satssﬁed both condtttons of vestmg and had been
- dlstnbuted {0} parnmpaﬂts ST L BRI KRR :
The Company uses’a pathv«dependent !attu:e mcdel to es

ai_.e'_ _th_e_fair valueio_f’ _PSP {g-ran't_s oh 'thé gréht_'ﬁ.ate.: i
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A summaty of PSP activity for the years ended December 31, 2012, 20i1 and 2010 s as foilows:: -

Outstanding at January 1, 2010 § 7.39 7,758,547 4,423,436 3,335,111
Granted $ 967 384,420 e 384,420
Awarded $ 9.49 - 474,113 (474,113)
Vested § 202 (1,388,789 (1,388,789} —
Forfeited $ 7.91 (362,324} (117,241} {845,083}

Qutstanding at December 31, 2010 $ 732 5,791,854 3,391,519 2,400,335
Granted $ - — — e
Awarded $ 956 — 447 154 (447 154}
Vested $ &.01 (106,490} {106,420} —
Forfeited $ 948 (753,552) (386,914) (366,638)

Cutstanding at December 31, 2011 $ 808 4,931,812 3,345,269 1,586,543
Granted % —_— —_— e —
Awarded $ 8.9 i 7,743 (7,743)
Vested § 329 (877,224) (B77,224) e
Forfeited § 13.08 {363,566) (81,283) (282,283) sl

-the ach;evement of consotsdat@d EPS grcwth at_ 4 ertam leveis by the! ompany, over three to-ﬁve yea: measuremer;t penods. '
' in 2010 a grant 0f187 040 shares was mads er: he 5P Thxs grant was cohdttioned upon the: surrender of 187,040
shares prewously granted under the PSP in 2009 which were acc:ordmgly treated as EorFelted PSP shar@s The vesnng
conditsons of this‘grant were identical 1o those prowcﬁed for in connectron wmh the 2609 PSP grant thus the target stock
prices. and the periods associated with satisFaction of- the ﬁrst and second conditions of vesting were unchanged Addmonaliy,

grants xotatmg 5 205 shares were made in 2{}10 to DECUS empioyees under Ehe SIP sub-plan applscable to Decus
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Nﬁ-féis?'folCmeffdc}rféd-ﬁiﬁaﬂcfa? Statements

1n 2011 2 375 892 shafes were granted under the SIP, Ofthss {otai 4 670 shares were granted to Decus_e [ pioyees uncier._ :

Qutstanding at lanuary 1, 2010 $ - - e -
Granted $ 12.62 192,245 — 192,245
Awarded $ 12.82 e 38,449 (38,449}
Vested $ — — — —
Forfeited $ - — — —
Qutstanding at December 31, 2010 $ 1262 182,245 38,449 153,796
Granted § 2394 2,375,822 -— 2,375,892
Awarded $ 1141 — (1,041) 7,01
Vested $ e — — e
Forfeited $ 2394 (20,080) — {90,080)
Qutstanding at December 31, 2011 § 23.06 2,478,057 37,408 2,440,649
Granted $ 2259 814,545 — 814,545
Awarded $ - — e —
Vested $ - — e —
= Forfeited $ 23.62 {135,291) — (135,291} : .
522910 857311374080 3419903 i

76



dOARRMUIAL WEDPOGEY

_ The Ccmpany has a sharehoiderwapproved Empfoyee Stac?z Purchase Plan ("ESPP"} wath a total oF 12; OOO OOO authonzed_ A
© shares: of which i, 734 510 were ava;iable for futwre subsc:ﬁptaons as of: December 33 20 12 Employees of ine Company who
i regularfy wor?z more than 20 hours per weeh are ehg:ble e pamc:pare in the ESPP Pamcnpants through payroll deducﬁons

: each year aﬁd the FoEEowmg quy 315{ (the 'Subscrapnon E’ermd”; at cost of 85/2 of the Fower of the stoch pri
begmnmg or end ofthe Subscnptlon Period, : N BT T
The Company esnmates the fair vaiue of an ESP%’ share optzon as oFth"
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A stmmary of stock option activity for the years ended December 31, 2012, 20} and 2010 is as follows:

Outstanding at January 1, 2010 2,388,684

$ 17.03 6.1 $21,62%
Granted - 5 —
Exercised {313,514) $ 1313
Forfeited (200,000) $ 18.48
Expired - § —

OQutstanding at December 34, 2010 1,875.170 $ 1753 5.4 $17,147
j_'f Y Granted e 3 —
" Exercised (52,589) § 18.48
Forfeited (438,044) § 17.28
Expired - $ —

Quistanding at December 31, 2011 1,384,537 $ 17.58 4.4 $ 14,587
Granted o $ —_
Exercised (645,745) § 1664
Forfeited _— $ -
Expired — § —

G S e sagse o ap igige9l

Ending vested and expected to vest at December 31, 2012 738,792 $ 1839 4.9 § 8891

Exercisable at December 31, 2012 162,792 $ 17.82 4.0 $ 1,243

Exercisable at December 31, 2011 396,985 $ 18.16 5.4 $ 1,774

$ $

Exercisable at December 31, 2010 257,040

$ 1578 39,614 0.2 $ 15.78 39,614 $ 15.78

§ 22.06 12,000 2.0 $ 22.06 — § 22.06

$ 18.48 687,178 52 $ 18.48 123,178 $ 1848
$ 17.82

Totals 738,792 4.9 $ 18.39 162,792
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The totaE |ntr|n5{c value oF optro 1S
: 20]2_, 20}! and 20[0 was $5 780 00

Stock Incentive Plan
Employee Stock Purchase Plan
Performance Stock Plan

2,661 2,836
incentive Stock Cption Plan

Cther payabie issued for purchased customer accounts

Notes payabie issued or assumed for purchased customer accounts § 1603 § 3,821
Estimated acquisition earn-out payables and related charges $30,525 $ 25,090

Notes received on the sale of fixed assets and customer accounts

$ 8188 $ 1,825
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Notes to Consolidated Financial Statements

NOTE I3 CQMM?{MENTS AND CONTENGENCEES

o C)peratmg Le _599 . R . : ciEe el _
' Brown SB"own eases facilities and certasn rtems oFofﬁce eqmpmemunder ncn cance b!e operatmg éeas arrange_ _ Vo

2013 $ 30,645
2014 26,413
2015 22,189
2046 18,407
2017 12,924
Thereafter ' 23,299

Total minimum future lease payments $ 133,877

On the basas current lnformatron the avaaiablkty oF |nsurance and lfegal adwce m management 5 opmfon the Ccmpany
is not currentfy mvoived m any iegat proceedmgs whlch md Vi
on its financial condmon, operations and/or cash flows. i

B8O



5 aNetincome per share:

S Basic o R _
 Diluted- pas
2011
Total revenues $262,228 $246,816 $ 260,401 $244,097
Total expenses $185,558 $185,348 $ 187,709 $182,406
Income before income taxes $ 76,670 $ 61,468 $ 72,692 $ 59,691
Net income $ 46,293 $ 37,035 $ 44,173 § 36,494
Net income per share:

Basic § 032 $§ 026 §  o0omn $ 025

Diluted $ 032 g 0.26 $ 0.30 $ 0325

: '..conzingen{ commlsslons poiicy
'--cantiy between quarters

performance of its segmems based upon revenues and income before lncome taxes {ntermsegment revenues are ehmlnated
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- dnterest expense

e _Total assr:ts

Notes to Consolidated Financial Statements

Summanzed ﬁnancuai mformatmn concemmg Brown 8 Brown 5 reportabie segments is shmf\m in 1
The "Ozher" coiumn inciudes any mcome aﬁd ﬁxpense '
mter*company mteresk expel

;nciud:ng th

.-Tota? reven [

'-..!ncome bafore mcome taxes TR,

:':.fCapltai expendltwes S

:__Deprécia'ﬁ'an SRR

Total revenues

investment income
Amortization

Depreciation

Interest expense

Income before income taxes
Total assets

Capital expenditures

$ 607,199
$ 102
$ 33,373
$ 5,046
$§ 27688
$ 137,807
32,155,413
$

6,102

L T I T L N TN

164,427
7770
2,937
1,381

60,465

680,251

1,268

174,158
34
11,032
2,594
7,495
36,511
712,212
2,658

W BB R B8 B S A A

R i T T T T = A Y

65,972
128
2,541
590
5,746
7,729
166,060
689

$

$

$ 39
$ 1,225
$§ {28178
$ 28,009
$(1,106,925)
$ 2,591

$ 1,013,542
$ 1,267
$ 54755
$ 12,392
§ 14,132
$ 270,521
$ 2,607,011

$ 13,608

Total revenues

Investment income
Amaortization

Depreciation

Interest expense

income before income taxes
Total assets

Capital expenditures

$ 575061
$ 170
$ 30,725
$ 5,349
$ 27,037
$ 128,026
$ 1,914,587
$ 4,852

$ 176,051
$ 1
$ 8427
$ 3,004
$ 2670
§ 70,264
$ 624,540
$

2,377

$ 171,813
$ 29
$ 10987
$ 2,740
$ 11,342
3 29,911
$ 673,927
$

1,893

$ 46,447
$ 15
§ 1,264
$ 352
$ 2,592
$  7.693
$ 145321
$ 419

)
$
$
$ 1,194
$ (29,170}
$ 30204
§ (957,561)
$ 913

§ 973,492
$ 1,326
$ 51,442
$ 12,639
$ 14,47
$ 266,098
$ 2,400,814

$ 10,454
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S .'Tcu the Board of Duectors and Shareholders of Bfown Er Bfown lnc
. '_;_-'ﬁDay{ona Beach, Fionda 5

e have audlred the accampar&ymg consoiidated ba!ance sheets oF Brown 5 E%rown 1hc ancl subsndtarles i[he ”Cnmpany‘) as of' :
o -December 31 2012 and 20]1 and the: related consohdated statements ofmcome sharehoiders equ::y, and cash ﬂows For each of the B

= Certiﬁed i’ublic 'Ac'coﬁhtahts_.
. -:'Jachsonwlle FEonda
: _:'-'.Maschi 2013
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Report of ]ndeper;a’ent Regzs{ered Publ;c Accounfmg Ffrm

To the Board Gf Dlrectors and Sharehelders of Brown 8 Brown Inc
Dayrcma Beach k)rcda

_ We have audlted Ihe internal control over F;nanuai repartmg oFBrown Er Brown Inc and subszdlanes (the “Compaﬂy") as af : :
B December 31 2012 based on criteria estabi;shed in Internal Conrrol !nregrated Framework |ssued by the Ccmmlttee of. Spansormg e
: Orgamzatrons of zhe Treadway Commlssmn AS descnbed in Management s: Report on lnternal Contfol over Fmamc;a] Repomng, { ':

- expresse'd an: unquahﬁed opinion on those ﬂnancual statements

Tl co»
Certified Publ;c Accountants

Jachson\nife Fionda
March;2013 © " -
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: -Mcmagemem 5 Reyon‘ on fnremal Contmi
- _Over Fmanc;a/ Repomng '

d its subs:cﬁzar;es (”Brown & Brown”) as reﬁponsmie for es{abhshmg ancﬁ L
_ mamtammg adec;uate mternai control oiféi’ ﬁnanuai reporimg, as such term is deﬁned i'Securities Exchange Act Rule _ '_ e
13a-15(f). Under the supérvision and with the’ pammpanon of management, inciuding Brown & Brown's prmcwpal executive: 0
i ofﬁcer and prmcupai ﬁnancxal ofﬁcer Brown 8 Brown conducted an evaiuanon of. the effecnvenesg oF mtemai control over i :"

CoryT Walker

: Powell Brown L
Chief F;nam:sai Ofﬁcer

'. Chlef Executwe Ofﬁcer

BS



| _Perform_a'nzcéj_crqp_h_ o

The foilowmg graph i5- a companson of ﬁve-year cumulatrve rotal stachhoider returns for our common stoch as campared

~ T with the cumulative rotal stochholder retum for the NYSE Composite index and a; grnup efpeer insurance bmher and’ agency
' compantes {Aon Corporatson Arthur d, GaEEagher g Co Marsh 5] Mc[,,e%"mar; Compames inc, aﬂd Willis. Gmup Holcirngs l_!ci}

The retums of each company have been we&ghted accordrng IO suc’h compan;es respectlve ‘stock market: capltailza{aons as {

i - ofD&cember 33 2007 for the purposes ofamvmg at a peer gmup average The totai returmn calcula{aons are based upo an_ : L

Brown & Brown, inc. $ 10C.00 $ 90.20 $ 78.80 $ 106.63 § 102.28
NYSE Compostte Index $ 100.00 § 60.74 $ 77.92 $ 8836 $ B4.96
Peer Group 3 100.00 §$ 9258 $ B559 § 109.22 $ 122.80

. We camtom that the stoch pnce performance shown m the graph shoufd not be consndered mdncat;v :
stoch pnce perfarmaﬂce ' : o B . : ;
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designed and produced by see see eye / Atlanta & San Antonin

Shareholder Information

Corporate Offices

220 South Ridgewood Avenue
Daytona Beach, Florida 32114
(385} 252-960!

655 North Franklin Street
Suite 1900

Tampa, Florida 33602
{813} 222-4100

Cutside Counsel
Holtand & Knight LLP
100 North Tampa Street
Suite 4100

Tempa, Florida 33602

Corporate Information and Shareholder Services

The Company has included, as Exhibits 31t and 31.2, ang 321 and
322 to irs Annuai Report on Form 10-K for the fiscal year 2012
filed with the Securites and Exchange Commission, certificates
of the Chief Executive Officer and Chief Financial Officer of the
Company certifying the quality of the Company's public disclo-
sure. The Company has also submitted to the New York Stock
Exchange a certificate from its Chief Executive Officer certifying
that he is nat aware of any violation by the Company of New
York Stock Exchange corporate governance listing standards.

A copy of the Compaiiy's 2012 Annual Report on Form 10-K will
be furmnished without charge to any shareholder who directs a
reguest in writing to:

Corporate Secretary
Brown & Brown, Inc.

655 North Franklin Street
Suite 1900

Tampa, Florida 33602

A reasonabie charge will be made for copies of the exhibits to
the Form 10K,

Annual Meeting
The Annual Meeting of Sharehalders of Brown & Brown, Inc.
will be held:

May 8, 2013

2:00 am, (EDT}

The Shores Resort

2637 South Atlantic Avenue
Daytona Beach, Florida 32118

Transfer Agent and Regisirar
American Stock Transfer & Trust Company
6201 15th Ave.

Brooklyn, New York 1219

(BQ0Q) §37-5449

email inffo@amstock.com
www.amstock.com

independent Registered Public Accounting Firm
Deloitte & Touche LLP

One Independent Drive

Suite 2801

jacksonville, Florida 32202

Stock Listing
The New York Stock Exchange Symbot: BRO
Approximate number of shareholders of record as of

February 20, 2013, was 1,200. Closing price per share on
that date was $29.38.

Market Price of Common Stock

21,85, $ 00
. g 9342 0,685,
C i Quarter 8 98 C$RaTE 3 nes
S 4th Quarter - §2731 0§ 3488 5. 009
20m
1st Quarter § 26.60 $ 2356 $ 008
2nd Quarter § 27.07 % 24.84 $ 008
3rd Quarter $ 2610 $ 1719 $ 008
4th Quarter § 2331 $ 16.77 $ 0085

Additional Information

Information concerning the services of Brown & Brown, Inc, as
well as access to current financial refeases, is available on the
Internet. Brown & Brown's address is www.bbinsurance.com,



Ten-Year Financial Summary

REVENUES
Commissions and fees '§ 1,189,081 $1,005,962 $ 966917
Investment income IR 797 - 1,267 1,326
Other income, net 0454 6,313 5,249

Total revenues 11,200,032 1,013,542 973,492

EXPENSES o
Employee compensation and benefits 608,506 . 508,675 487,820
Non-cash stock-based compensation Sia5i8Es 11,194 6,845
Other operating expenses 1 -:._?74 389 144,079 135,851
Amortization 83 54,755 51,442
Depreciation 12,392 12,639
Interest 14,132 14,471
Change in estimated acquisition earn-out payables (2,206) (1,674)

Total expenses 743,021 707,394
Income before income taxes 270,521 266,098
Income taxes 106,526 104,346

Net income $ 163,995 $ 161,752
Employee compensation and benefits as % of total revenue 50.2% 50.1%
Other operating expenses as % of total revenue 14.2% 14.0%

EARNINGS PER SHARE INFORMATION S
Net income per share — diluted § i 26: : 3 1.13 $ 1.12
Weighted average number of shares outstanding - diluted i _3‘.-142 010 ' 140,264 139,318
Dividends paid per share ' $ 03250 $ 03125

YEAR-END FINANCIAL POSITION
Total assets $ 2,607,011 $ 2,400,814
Long-term debt 4 _'_-450 000 ° $ 250,033 $ 250,067
Total shareholders’ equity .$ ‘i 8@7 333 $ 1,643,963 $ 1,506,344
Total shares outstanding : 1_43_,8_?3 ) 143,352 142,795

OTHER INFORMATION R
Number of full-fime equivalent employees at year-end 6,438 5,557 5,286
Total revenues per average number of employees @ $9 _. ; $ 186,949 $ 185,568
Stock price at year-end $. 2546 $ 2263 $ 2394
Stock price earnings multiple at year-end ' 202 20.0 21.4
Return on beginning shareholders’ equity 11% 12%

(1} Inciuedes & $18,664 gain on the sale of our mvestment in Rock- Tenn Company.

e 1%

{23 Represents-total revenues divided by the average of the numb&’f of fuli-time equivalent employees at the begmnmg of the year and the number of full-time '

equivalent employees at the end of the year.

{3} OFf the 881 intredse in the number of full-time equivalent emp.’oyees from 20171 to 2012, 523 employees related to the fanbary 9, 2072 acquisition of :
Arrowhead, and therefore, are considered to be fuil-time eqmvafenz dgof January 1, 2002, Thus, the average nuimbar of full-time equivalent employees for

2612 is considerad to be 6,259,



Year Ended December 31,

$ 964,863 $ 965,983 $ 914,650 $ 864,663 $ 775,543 § 638,267 $ 545287
1,161 6,079 30,494 11,479 6,578 2,715 1,428
1,853 5,492 14,523 1,862 3,686 5,952 4,325

967,877 977,554 959,667 878,004 785,807 646,934 551,040
484,680 485,783 444,101 404,891 374,943 314,221 268,372
7,358 7.314 5,667 5,416 3,337 2,625 2,272
143,389 137,352 131,371 126,492 105,622 84,927 74,617
49,857 46,631 40,436 36,498 33,245 22,146 17,470 -
13,240 13,286 12,763 11,309 10,061 8,910 8,203
14,599 14,690 13,802 13,357 14,469 7,156 3,624
713,123 705,056 648,140 597,963 541,677 439,985 374,558
254,754 272,498 311,527 280,041 244,130 206,949 176,482
101,460 106,374 120,568 107,691 93,579 78,106 66,160

$ 153,294 $ 166,124 $ 190,959 $ 172,350 $ 150,551 $ 128,843 $ 110,322
50.1% 49.7% 46.3% 46.1% 47.7% 48.6% 48.7% -
14.8% 14.1% 13.7% 14.4% 13.4% 13.1% 135%

$ 1.08 $ 1.17 $ 1.35 $ 1.22 $ 1.08 $ 0.93 $ 0.80 °

137,507 136,884 136,357 135,886 135,033 133,994 132,814

$  0.3025 $  0.2850 $  0.2500 $  0.2100 $  0.1700 $  0.1450 $ 01213

$ 2,224,226 $ 2,119,580 $ 1,960,659 $ 1,807,952 $ 1,608,660 $1,249,517 $ 865,854

$ 250,209 $ 253,616 $ 227,707 $ 226,252 $ 214,179 $ 227,063 $ 41,107

$ 1,369,874 $ 1,241,741 $ 1,097,458 $ 929345 $ 764,344 $ 624,325 $ 498,035

142,076 141,544 140,673 140,016 139,383 138,318 137,122 .
5,206 5,398 5,047 4,733 4,540 3,960 3,517 .

$ 182,549 $ 187,181 $ 196,251 $ 189,368 $ 184,89 $ 173,046 $ 159,699

$ 17.97 $ 20.90 $ 23.50 $ 28.21 $ 30.54 $  21.78 $ 16.31
16.6 17.9 17.4 23.1 28.3 23.4 204
12% 15% 21% 23% 24% 26% 28%

(4) Stock price at year-end divided by net income per share-difuted.

(5) Represents net income divided by fotal shareho.'ders equity as of the beginning of the year.

- Alf share arrd per-share information has been adjusted fo give effect to the 2-for-T common stock splifs which becarne effective November 29, 2005,

" Weighted average number of shares outstanding- dituted has beeri adjusted {o give effect for the two-class method of caicuiaﬁng earnings per share as described
" in Note 1 to the Consolidated Financiat Statements
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