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Sponsored by Demotech, Inc. and Briggs Capital as a courtesy to Owners and Principals of Title 
insurance agencies 

 
Answers to Questions Posed by Attendees of the Demotech – Briggs Capital 

Webinar 
 

Q: Is it typically better to sell business separately from the real estate? 
 
A: Unless the real estate is of interest and value to the buyer and they are well capitalized enough to 
purchase both, the business and the real estate should be valued and sold separately.  As such, the real 
estate is best held in a separate corporate entity. 
 
Further, securing a long lease from the new business owners would add value to the real estate. 
Therefore, it is advisable to secure a long term lease from the acquirer that will ensure them staying on as 
tenants. This will enhance your opportunity to sell your bricks and mortar to a real estate investor. 
 
Q: In a valuation are adjustments made for this economic crisis.  Are years prior to 2008 looked at 
and taken into account? 
 
A: Although buyers/investors prefer that a valuation be based upon recent financials and operating 
results, sometimes they will look back 2-3 years. However most buyers will work from the trailing twelve 
months (TTM). Forward projections and pro-formas need to be based upon a realistic and credible 
analysis of the market conditions, using a realistic growth rate that is consistent with the historical 
performance of the agency.   
 
We do believe that there are ways to take advantage of future earnings growth if you are confident that 
your agency and the economy will recover.  An earn-out is often used to allow the owner/principal to take 
a ‘second bite of the apple.’ The buy can purchase part of the agency now [majority or minority] with a 
future value predetermined and as the economy improves.  You can then sell the remainder of your 
shares in the agency, when the agency has grown enough to be valued at a higher per share price or hits 
a value that is more acceptable to you. 
 
Q: We are ready to move forward with the process of putting our agency up for sale.  Who do we 
contract with for assistance in this and what information do we need for you at this time? 
Additionally, we have 2 affiliated business arrangements that the parent agency has majority 
interest in.  What information do we need to prepare for those companies? 
 
A: Briggs Capital is a full service investment banking firm that will work with you to sell your agency; 
alongside our partner Demotech we understand the field of potential buyers so that we can be most 
effective in marketing and selling your firm.  We would analyze the parent company relationships and 
arrangements [licenses and/or contracts] so as to understand the rights and obligations of both parties. 
We would then be positioned to act as an advisor as to the proper course of action to monetize the 
relationship(s). 
 
Please feel free to contact Ellen Steinlauf or Joe Petrelli to schedule a conference call so that we can gain 
a better understanding of the situation and prepare an information request that is responsive to your 
specific situation. 



 

 
 

2715 Tuller Parkway  Dublin, Ohio  43017-2310
Tel: 614 761-8602  800 354-7207    Fax: 614 761-0906

www.demotech.com

Q: What is your definition by revenue of a small to medium sized agency? 
 
A: A small agency can be as small as a few hundred thousand dollars in revenue to medium sized which 
can typically go up to millions / year in revenue. We work with all sized agencies and have access to 
buyers who want to purchase an agency as a ‘platform’ to expand to a particular geographic region. We 
will be happy to conduct an initial conference call with you, free of charge, to help you determine whether 
you are in a good position to sell your agency. 
 
Q: Just for reference purposes, is there any rough formula as a multiple of revenue or pre-tax net 
earnings that can be used to establish a rough valuation of an agency? 
 
A: There are no reliable rules of thumb because each situation is very different.  A valuation needs to be 
performed in order to accurately determine the firm’s value and document its strengths. Without a 
valuation, the differences between buyer and seller cannot be reconciled.  For example, the seller would 
like to sell based upon gross revenues but buyers often want to buy based upon net profit or EBIT.  
 
Equally important, no two types of buyers will impute the same value for an agency. A strategic buyer 
may be willing to pay more than an owner/operator buyer because your agency allows them to expand 
geographically or your agency’s value is accretive to the strategic buyer’s situation.  In contrast, a buyer 
looking to be an owner / operator will look closely at the current cash flows of the agency.  
 
A proper valuation of the firm will take into account relevant financial data as well as any unique aspects 
of how you market or manage your firm. We can value your agency based upon financials as well as 
other important factors discussed during the webinar. This requires documentation of the specific factors 
that make your situation unique. 
 
Q: In getting financials in order, what kinds of things are important to pay attention to on the 
balance sheet? 
 
A: Most of the service firms that we have worked with have few hard assets on their balance sheet.  A 
service firm’s value is normally imputed from a review of several years of income statements or cash flow 
statements.  If you have a title plant or proprietary software, for example, we would prepare a specific 
sub-valuation within our agency valuation so that your unique balance sheet asset is reflected in the 
overall agency valuation. 
 
Q: How do you assess the value of experienced staff? 
 
A: Although experienced staff that intends to remain with the firm after a sale can be advantageous to the 
buyer, it is considered to be intangible.  It needs to be well positioned as a benefit to show that the value 
of the agency is enhanced because of it.  Documenting experience, education, tenure, performance and 
client relationships at the individual level is a step toward the goal. For a critically important employee, an 
employment contract may be advantageous.  Similarly, if you are located in a geographical area with a 
small employee pool, this is more important than if you are located in a metropolitan area with access to a 
pool of Title insurance professionals. We can assist you with this aspect of the equation once we have 
more information. 
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Q: I joined the seminar late, so I don't know what you covered about valuation.  My question is 
this:  is there a generally accepted multiplier for arriving at a sale price based upon net or gross? 
 
A: As we have previously stated, there are no reliable rules of thumb. A valuation needs to be performed 
in order to accurately determine the firm’s value and document its strengths. For example, the seller 
would like to sell based upon gross revenues but the buyer wants to buy based upon net profit or EBIT. 
Equally important, no two buyers will impute the same value for an agency. A strategic buyer may be 
willing to pay more than an owner/operator buyer because your agency allows them to expand 
geographically or your agency’s value is accretive to the strategic buyer’s situation.  In contrast, a buyer 
looking to be an owner / operator will look closely at the current cash flows and growth potential of the 
agency. 
 
A proper valuation of the firm will take into account relevant financial data as well as any unique aspects 
of how you operate market or manage your firm.  We will value your agency based upon financials as well 
as the other important aspects that we discussed during the webinar. 
 
Q: How does one deal with the past several disastrous years that do not represent the likely future 
or the long term past? Is it not necessary to wait for the world to change, at this point? 
 
A: This is exactly why you need professional advisors to represent you.  It is easy to see the past 
performance of a business but our role is to estimate the future potential value of your agency, on a sale 
today. So it is not necessary to wait, if you have an advisor who understands how to position your firm so 
you can capture future values today. 
 
Further, as stated previously. if you are confident that your agency and the economy will comeback, you 
should look for a sale over an earn-out period so that the interim incremental sales of ownership are at a 
hopefully higher value per share that is more consistent with improving market conditions. 
 
Q: If we were to be interested in purchasing an agency can we look to you for assistance as well? 
 
A: Yes we represent buyers and sellers so we are ready and willing to assist you in finding agencies that 
are a fit with your strategic goals and objective. 
 
Q: Which is usually more attractive to a buyer: high market share in a specific geography, or 
smaller share of a more diverse geography? 
 
A: Great question — it is difficult to predict because it depends upon the buyer.  If the buyer is looking to 
create a presence in a specific geography, it is likely to be the former; however, if the buyer is looking to 
create a national presence and wants to add offices quickly, they would attach a greater value to the 
latter. 
 
This question highlights the importance of a valuation from a knowledgeable industry source with an 
experienced investment banker.  The value of your situation is maximized by finding the buyers that need 
you the most! Our goal would be to identify qualified buyers that fall into both camps – those seeking 
diversification as well as those seeking concentration. 
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Q: In this down market, my agency is not profitable.  Is there any real marketable value today? 
 
A: Yes, there is likely to be value to a strategic buyer looking to expand to certain geographies or to take 
advantage of their economies of scale. We would also discuss and document the potential add-backs to 
bottom line profitability. If you are an owner who takes a salary and expenses from the business, some of 
that amount may be added back to show a profit. 
 
We believe that the value proposition of a Title agency extends beyond the operating results of the 
agency.  Our valuation of your agency would include an analysis of the loss experience that your agency 
has produced for its underwriters over the past few years.  By quantifying and including the impact of 
favorable loss experience, your agency might be attractive to a Title underwriter or lender due to the 
favorable impact that it could have on Title insurance results. 
 
Q: My agency is, in this market, now somewhat burdened by bricks and mortar investments by me 
as the agency owner/landlord.  Can you speak to a possible sale separation of a sale of the 
agency itself, with me remaining as the landlord to the new owner, versus the sale of the agency 
and all of the real estate as well?  Which, in your experience, fare better, especially given today's 
market for property? 
 
A: As we stated previously, unless the real estate is of interest and value to the buyer and they are 
capitalized well enough to purchase both, the business and the real estate should be valued and sold 
separately.   As such, the real estate should be held in a separate entity. 
 
Further, securing a long lease from the new business owners would add value to the real estate. 
Therefore, it is advisable to secure a long term lease from the acquirer of the agency, that will ensure 
them staying on as tenants. This will enhance your opportunity to sell your bricks and mortar to a real 
estate investor. 
 
Q: What percentage does an intermediary like Briggs get on an average deal? 
 
A: The average fee for creating an investment memorandum and selling the firm is fairly similar across 
most investment bankers. Intermediaries charge a modest retainer; and a market competitive sales 
commission which is a percentage of the enterprise value of the company.  As an example, an agency 
that sells for $2MM would likely be charged a fee of 5-6% of $2MM, or $100-$120k. 


