A Publication of United Farmers Agents Association, Inc. 		

Issue 2 | April, 2022

NATIONAL BOARD
PRESIDENT
Tom Schrader
(P) 913-515-1871
Email - tschrader@ufaa.com
VICE PRESIDENT
Paige Underwood
(P) 918-576-4066
Email - punderwood@ufaa.com

DIRECTOR OF MEMBERSHIP
Rod Barajas
(P) (714) 322-6569
Email - rbarajas@ufaa.com

SECRETARY
Open Position
Contact: no@ufaa.com
Or call (314) 631-7898

DIRECTOR MEDIA RELATIONS
Chuck Simpson
(P) 913-205-6277
Email - csimpson@ufaa.com

TREASURER
John Hall
(P) 254-760-1401
Email - jhall@ufaa.com

DIRECTOR LEGAL ACTIVITIES
Jeff Felger
(P) (512)-751-1027
Email - jfelger@ufaa.com

UFAA NATIONAL OFFICE
1919 Oxmoor Rd #243 | Birmingham, AL 35209
Email: no@ufaa.com
Office Hours: 9 am to 5 pm Central Time

Connect with us solo.to/UFAA
2

UFAA - ”AGENTS HELPING AGENTS”®

APRIL 2022

WRITTEN CONTRACTS
TOM SCHRADER – UFAA PRESIDENT

Many of my conversations with agents tend to
center on the elements and clauses of their written
contracts i.e.., AAA. The problem is that many agents
do not really understand the elements and clauses
of their contract as they have been led to believe the
oral discussion/presentation rather than the written
contract. However, it is essential that agents appreciate and understand the written language of the
contract, as that is how the judicial system resolves
contractual disputes.

It is ironic that while many agents do not properly
read, analyze, and have a professional review of
their own contract, the very nature of their profession is that written insurance contracts are exactly
what agents sell to the public. Every insurance agent
understands or should understand that if the desired
coverage is not in the written insurance policy that
they sell to the public, then it is not covered.
The basic elements of a written contract:
Names of the parties, Purpose of the agreement,
Description of the consideration promised, Information
about date and place, Signatures of the parties.
Beyond the five basic elements of a written contract,
it should also contain as many details as possible to sufficiently describe the scope, limitations,
and nature of the agreement, as well as the rights,
responsibilities, duties, and privileges of the involved
parties. These details are organized into provisions
or clauses.
APRIL 2022

Always take note of:

Special terms and conditions, Integration or merger
clause, Statue of limitations, Description of the
consideration promised.
Remember that two of the elements of an Enforceable
contract are mutual agreement or meeting of the
minds and an exchange of promises or considerations. A written contract should put into detail the
promises made by involved parties. These promises
collectively form the terms and conditions of the
contract, including responsibilities, fees, and termination clauses.
The purpose of this article is to convey the importance of the agency force reading and understanding
their written contract i.e... AAA. And to fully read, ask
questions and understand any proposed addendum
before signing it. There is usually some form of minor
consideration offered to entice the agent into signing
or accepting an addendum to their AAA. Learn to
look beyond the minor consideration being offered
to modify the written contract as there is a specific
reason the insurance carrier’s legal department is
wanting to make a modification to the AAA. If you
read the proposed modification, understand the
language of what is being proposed and wish to sign
the addendum contract change, then it becomes an
informed decision. Remember, if it’s not written in the
contract, then it isn’t part of the contract.
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FARMERS’ CALIFORNIA AGENT
SETTLEMENT – CONTRACT AND
SYSTEMIC CHANGES ACHIEVED
EDWARD WALLACE- WALLACE MILLER
(Co-Lead Class Counsel for the Agent Class)

A very important component of this Settlement is
changes to Farmers’ business practices and changes to the agent contract. In fact, the attorneys felt
strongly that an important component of resolving
this case was corporate behavior change. Notably,
the changes do NOT include a forced reclassification
of all agents as employees (an important issue to
the agent class) but allowed meaningful changes to
Farmers’ practices. It is important to understand that
these business practices and contract changes are
not remedies we could have obtained through litigation or a trial (no law allows this kind of recovery) and
are benefits we were able to achieve only through a
resolution of the case.
Some of the important contract changes are as follows (for a full list of changes consult the Settlement
Notice)1:
-

-

-

Eliminate the no-cause termination provision on three months’ notice (Farmers now
cannot terminate agents for any reason or
no-reason as an employer can).
Eliminate the non-solicitation provision and
allow agents who leave Farmers to immediately contact their former customers.
Allow agents to resign on 60 days written
notice to Farmers, or at an earlier date by
mutual agreement of the parties (this shortens the window for agents to have to give
notice when leaving the company).

Additionally, Farmers agreed to implement important changes to its business practices as a result of
the Settlement, including eliminating company programs that we alleged ran afoul of the independent
contractor classification including
-

Eliminate any policy that utilizes the Agency
Growth Model for determining eligibility for
bonuses or achievement clubs.

-

Eliminate the Customer Service Standards
section from the Agency Operations Manual,
including the standard that agents have their
Farmers’ agency open 45 hours a week.

-

Establish a written Complaint Procedure for
agents to raise concerns and complaints related to their independent contractor status
and allow the agent to remain anonymous
to her/his District Manager and/or Farmers’
territory leadership.

While not part of the Settlement terms, Farmers also
discontinued the Smart Office program near the end
of the litigation.
These changes will take effect only after the Court
grants final approval and the settlement becomes final. The Final Approval hearing is set for November
10, 2022. None of these changes go into effect if the
Court does not find the claims participation sufficient
in the monetary portion of the Settlement.

An outside expert has valued these changes alone at
a $15 million in value to class members.
1 Participating class members will not need to sign new or updated agreements, and the settlement does not change any other term in the class members’ existing agreements.
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THE LAW FIRMS WHO BROUGHT ABOUT
THE CALIFORNIA AGENT SETTLEMENTWHO ARE THEY AND WHY DO THEY
BELIEVE IN THIS SETTLEMENT?
CRUEGER DICKINSON

(Co-Lead Class Counsel for California Agents)

The group of law firms who represent California
Agents in achieving the recently- announced landmark settlement with Farmers have been committed
to representing captive insurance agents for almost a
decade. The firms (Crueger Dickinson, Wallace Miller, Nelson Frankel and Milberg Coleman Bryson Phillips Grossman) started representing captive insurance agents back in 2013, when they brought a case
against American Family alleging ERISA violations as
a result of failing to follow the agents’ independent
contractor classification. Through that case, the attorneys came to learn a lot about the captive insurance industry and its practices. The firms took that
case to trial as a class action (a very rare occurrence
in itself) and obtained a unanimous jury verdict on
behalf of over 7000 agents. Following that success,
however, was disappointment; when the Sixth Circuit
Court of Appeals reversed the jury’s verdict, finding
the agents were in fact independent contractors.
The law firms, however, remained committed to addressing issues for captive insurance agents through
the legal system and in 2017, they came to represent
several California Farmers agents on a different claim
based on California law violations.

contractors but changing several of the key business
practices that motivated agents to bring the case in
the first place. When meaningful relief was balanced
against the real risk of litigation that the lawyers saw
first-hand in the American Family case, the lawyers
concluded that this Settlement must move forward.
Co-Lead class counsel Charles Crueger summarized
the attorneys’ view on the settlement as follows,
“once meaningful relief of an unprecedented kind
was put on the table in settlement, we as lawyers
had a duty to bring this to the class we represented
and ask that the Court approve the settlement.” Ed
Wallace, his co-counsel added, “we are very pleased
with the settlement result and wholeheartedly hope
that agents take advantage of the meaningful relief
the settlement provides.”

The lawyers who represent the class of California
Farmers agents utilized their extensive experience to
analyze the fairness of the California settlement and
are pleased to recommend it to the agent class. Not
only does this settlement achieve real and meaningful economic relief of up to $75 million, but it
achieves business practice and contractual changes
that could not have been achieved through litigation
or trial, thus allowing agents to remain independent
APRIL 2022
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No Succession Plan
No Control

Higher Expenses

Changing/Canceled Contracts
Lower Commissions
No Support
Uncertain Future
Lower Profit Margins
Limited Markets
Aggressive Recruitment Tactics

The Time Has Come To Step Away From The Wheel And
Step Into Freedom With TWFG.
If you are a captive or independent insurance agent, chances are you are exhausted from the constant threats and
uncertainty that are coming at you, sometimes without warning.
Your future should be in your hands.
Maintain your independence, have peace of mind, and all the technological advances, backroom support, and carrier
access you need to build a successful business, while protecting the communities you serve.
There’s a reason “freedom” is part of our address. When you are ready, we’ll be ready.

www.twfg.com/freedom
or email Alex Bunch at alex@twfg.com
©2022 TWFG Insurance. All Rights Reserved.
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JUDGE REJECTS ALLSTATE’S REQUEST TO
DISMISS NAPAA’S LAWSUIT
DENIES RESTRAINING ORDER ON PHONES
BUT OTHERWISE SIDES WITH NAPAA
DIRK A. BEAMER - WRIGHT BEAMER, ATTORNEYS
www.insuranceagencylawyer.com

NAPAA scored big wins recently in its Cook
County, Illinois lawsuit against Allstate. The presiding judge rejected multiple Allstate arguments to
dismiss the lawsuit. She likewise thwarted Allstate’s
attempt to divide and conquer by ruling that NAPAA
and the individual agent plaintiffs can proceed in a
single, consolidated lawsuit.
The Lawsuit.
Last year, NAPAA – joined by four former
Allstate Agents – filed a lawsuit against Allstate
seeking Declaratory Relief, Injunctive Relief, and
Monetary Relief. The suit seeks to remedy an extensive list of alleged abuses by Allstate against the
agency force in general and the named agents in
particular. Here is a brief summary of the claims
alleged.
		Count I.
In the First Count of the complaint, the plaintiffs allege that Allstate maintains a blanket policy
against even considering existing agents as potential purchasers of another agent’s book of business.
The policy has forced many agents to dispose of
the economic interest for far less than market value.
NAPAA alleges that this blanket policy deprives
agents of their reasonable expectation, which is set
forth expressly in the Exclusive Agency Agreement,
APRIL 2022

that they will be able to sell to an objectively qualified
buyer.
		Count II.

In Count Two, NAPAA and the agent plaintiffs challenge Allstate’s expansion of its use of
independent agents into territories historically
served by Allstate Exclusive Agents. According to
the Complaint, Allstate and its EAs have created an
implied term in contract through their historic course
of dealing whereby Allstate will use Independent
Agency Channels only in areas unserved by Exclusive
Agents. Allstate has violated this policy through its
recent conduct of signing Independent Agents in
areas already actively served by EAs, thereby driving
down the market opportunity for the EAs.
		Count III.
NAPAA alleges that Allstate is using its call
centers and online resources to “poach” policies
from Allstate agents, contrary to agents’ reasonable
expectation that, if they have substantive conversations with potential customers, they will have a fair
opportunity to bind the business themselves and
receive the corresponding, higher commission. The
plaintiffs claim in Count Three that Allstate’s predatory practices violate an implied term of the Exclusive
Agency Agreement.

UFAA - ”AGENTS HELPING AGENTS”®
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		Count IV.
Of all the recent anti-agent moves from
Allstate, none has generated more outrage than its
mandate that agents surrender their phone systems
and sign-up for AAV.
NAPAA challenges this
mandate in Count IV, noting that the Exclusive Agency
Agreement makes agents – not Allstate – responsible
for obtaining and maintaining a phone system.
		Counts V-VII.
Counts V through VII focus on the claims of
three of the individual agent plaintiffs that Allstate
wrongfully interfered in their efforts to sell their books
of business. The counts allege multiple actions by
Allstate management to interfere with or manipulate the agents’ attempts to secure buyers for their
agencies.
		Count VIII.
In Count VIII, the plaintiffs allege that Allstate
breached its contractual obligation to act in good faith
and fair dealing when it denied Indiana agent Scott
Verbarg’s proposed sale to an eligible agent, ostensibly because the buyer had not adopted Integrated
Services. According to the Complaint, after costing
Verbarg a buyer, Allstate ultimately assigned his
book of business to another agent who was not on
Integrated Services.
		Count IX – XI.
In the final three counts of the complaint, the
plaintiffs allege that Allstate wrongfully terminated
three of the individual agent plaintiffs “for cause,”
notwithstanding prior conduct by Allstate that either
expressly or impliedly approved the agents’ actions.
As a result, the agents suffered monetary damages
equal to their expected commission income, plus the
additional value their books of business would have
netted in a future sale.
		Request for Injunctive Relief.
When filing the complaint, NAPAA also filed
a motion for preliminary injunction, asking the trial
court to temporarily suspend Allstate’s implementation of the AAV conversion until such time as the
court could hold a trial and rule on the merits of
Count IV of the complaint.
		Allstate’s Motions.
As expected, Allstate filed a motion with the
trial judge arguing that the complaint should be
dismissed in its entirety. Separately, it asked the
judge to sever the individual plaintiffs’ claims from
NAPAA’s claims (and from each other), effectively
forcing the plaintiffs to increase substantially the cost
8

of litigation. Finally, it filed a brief in opposition to
NAPAA’s motion for preliminary injunctive relief.
In its motion to dismiss, Allstate trotted out
its often-tried, often-rejected argument that NAPAA
lacks standing to speak and act on behalf of its agent
members. Allstate seems repeatedly frustrated by its
inability to force agency owners to litigate separately,
which would cause their financial ruin in the face of
Allstate’s massive resources. Fortunately, the court
rejected this argument, recognizing NAPAA’s legitimate role in advocating on behalf of its members
collectively.
Allstate also argued in its motion that the
various, nefarious practices alleged – even if proven
true – did not amount to breaches of the Exclusive
Agency Agreement. In other words, Allstate wanted
to court, without the benefit of a trial on the merits, to
rule that Allstate has carte blanche to treat its agents
as fairly or unfairly as it sees fit and that its contract
with the agents provides them no protection. Again,
the trial court rejected Allstate’s arguments and ruled
against Allstate’s request to dismiss.
In its motion to sever and transfer claims,
Allstate argued that each of the individual plaintiff’s
claims arose out of a separate and unique fact pattern.
Therefore, it reasoned, each required a separate
lawsuit. In response, the lawyers for the plaintiffs
pointed out that, “Here, all of the claims are based on
Allstate breaching the same agreement in some way
…. There are questions of fact and law in common
among all the Plaintiffs.” The plaintiffs also pointed to
the extraordinary efficiency for both the plaintiffs and
for the legal system in keeping the claims consolidated in a single lawsuit before a single judge. The
court agreed, rejecting Allstate’s motion.
NAPAA did not run the table completely. The
trial judge denied its motion for preliminary injunction regarding implementation of AAV. While the
court did not rule out the possibility that Allstate’s
mandate on phone systems may violate the Exclusive
Agency Agreement, it found that … if that is the case
… the aggrieved agents will have a claim for money
damages against Allstate that will suffice to remedy
the injury.
Conclusion.
Lawsuits rarely move as quickly as the
litigants would like. And they can take unexpected
turns along the way. NAPAA has come out of the gate
strong and cleared its first major hurdle with flying
colors. With continued support (both financial and
other) from its friends and members, it stands ready
to fight the fight and shed the spotlight on Allstate’s
increasingly draconian measures.

UFAA - ”AGENTS HELPING AGENTS”®

APRIL 2022

APRIL 2022

UFAA - ”AGENTS HELPING AGENTS”®

9

IF IT ISN’T IN WRITING,
IT NEVER HAPPENED

KEVIN DAHLKE - UFAA E&O PROGRAM ADMINISTRATOR
www.groupeando.com

No insurance carrier, Farmers or otherwise, teaches
an agent how to operate an agency. Instead, they
teach us how to use their systems and sell their
products.

•

This method means operating your agency to protect
your insureds, Farmers, and yourself primarily comes
from experience. And you know what experience is,
don’t you? It is what you get when you don’t get what
you want.
On their own, your notes have little value as proof in
a litigation setting. However, proof that the insured’s
intent was determined and followed is the only way to
retain the client and protect against faded memories
of or bad decisions by the insured. Plaintiff lawyers
look for poorly documented insurance agents in the
same way lions hunt for gazelles. They catch the
weak ones and eat them alive.
Many agents think they have to make a mistake to
have an insured lose faith in them or have an E&O
claim. However, the truth is about 60% of all E&O
claims are not due to an actual error but due to the
agent not having the proof that they followed their
insured’s intent.
Most Farmer’s agents may not believe this, but virtually all independent agencies require requests and
confirmations in writing, or the change taken on a
recorded call. The agencies also confirm the output
from the carrier matches the request. If done incorrectly, the carrier is not responsible; only the agent is
responsible.
90% of all E&O claims are preventable if the agent
follows simple rules:
•
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All transactions are requested or confirmed
in writing by the agency. Written confirmation
does not mean signatures, but it never hurts.
Using DocuSign or a text sent from the office

•

phone (internet phones only) or a quick email
that the insured responds to confirm their
intent and your instructions.
Have a disclaimer on your emails stating the
agency’s rules, the insured’s duties in the
relationship, and that the email constitutes a
standing offer to review. If there is no response
to the offer, the agent deems the insured has
found coverage satisfactory, and no further
action will occur on the agent’s part.
By sending both the recommended quote and
the insured’s choice, proof now exists of what
the agent offered to the insured. The application proves only what the agent input into the
quote system. Most agents incorrectly believe
if the insured signs that application, that is
proof of what the insured requested. They
could not be more wrong.

Agency risk management does not require an
arduous process by the agent or the insured. It avoids
misunderstanding and will help you retain clients. In
many cases, these methods have proven to stop an
E&O claim before it gets started.
E&O claims are stressful to the agent and cost them
considerable productivity. Risk management is much
less costly.
We provide free tools specifically for Farmers and
lines outside of Farmers. These tools include app
builder forms for Smart Home, Next Gen, Foremost,
Auto, and the email disclaimer mentioned above.
These methods do not guarantee avoidance of a
claim but should minimize the exposure greatly.
One final note, years of experience are no guarantee
of operational success. In fact, the longer the agent
operates, the greater the chance for a claim.
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BECOME THE OWNER
OF YOUR OWN
INDEPENDENT
INSURANCE AGENCY


Are you locked with a captive and all
of the mounting restrictions?



Are you exhausted trying to write the
business “they” want you to write?



Are you just tired of working for
someone else?

And many more…!!

FRANCHISE BENEFITS…


Access to competitive nationwide and regional insurance markets



Access to premier agency management system



Brand Identity



Inclusion in carrier contingency BONUS plan



Ability to sell your agency & receive FULL VALUE



Security of franchise laws to protect your investment in the agency

For more information or a
confidential meeting in your area:
JEFF WILSON
877-452-5476 (toll free)
jwilson@ggiausa.com
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Equity One Franchisors, LLC
15455 Conway Rd., Ste. 315
Chesterfield, MO 63017

Visit us online to see our growing list of carriers: GGIAUSA.com
UFAA - ”AGENTS HELPING AGENTS”®
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AMERICAN HISTORY
JOHN HALL - UFAA TREASURER

Pop Quiz: Who was our nation’s first president?

If you answered “George Washington”, then congratulations! You clearly paid attention in grade school.
Unfortunately, you’re wrong. Sort of.

Think back to your history books. The United States
declared independence in 1776. The Revolutionary
War ended in 1781. Yet Washington did not take
office until April 30, 1789. So, who was running things
during the country’s infancy?
That would be our first eight presidents – starting
with a man named John Hanson.
You see, our country was technically formed in 1781
with the adoption of the Articles of Confederation.
Back then, both legislative and executive power was
the domain of Congress. But a president was needed
to ensure order, moderate debates, and make administrative decisions.
Congress chose John Hanson by unanimous vote.
In fact, no one else even bothered to run against
him. (Hanson was a major player in the Revolution
and an influential member of Congress) As the first
president, Hanson had his work cut out for him. After
all, no one had ever been president before, and the
role was poorly defined. His title was technically
President of the Confederation Congress but was
often styled as President of the United States in
Congress Assembled.
Hanson took office just as the war ended. Almost
immediately, the Continental Army demanded
payment. Unfortunately, after such a long war, there
were no funds to meet their salaries. As a result, the
soldiers threatened to overthrow the new government and install Washington as a monarch.

Most members of Congress fled for their lives, leaving
Hanson as the only one left to “keep the lights on.”
With Washington’s help, he deftly managed to calm
the situation and keep the country together.
As president, Hanson ordered all foreign troops off
American soil. This was quite a feat, considering
many European countries had a stake in America.
Hanson established the Great Seal of the United
States, which every subsequent president has used
on official documents. Hanson also oversaw creation
of the first treasury and Foreign Affairs Departments.
In 1782, he proclaimed the fourth Thursday of
November a day of Thanksgiving, establishing a
tradition that continues to this day.
The law only allowed a president to serve a one-year
term during any three-year period, so Hanson accomplished quite a lot in such a short time. Following
his departure, seven other presidents were elected
before Washington. These were Elias Boudinot,
Thomas Mifflin, Richard Henry Lee, John Hancock,
Nathan Gorman, Arthur St Clair, and Cyrus Griffin.
So, why don’t we ever hear about these men? Well,
the presidency was quite different back then, being
more administrative than executive. More importantly, the Articles didn’t work too well. The states
had difficulty agreeing on important issues, requiring a new frame of government. (We call it the
Constitution.) Finally, it’s fair to say that any man
who served before Washington would become a
footnote in history. After all, the six-foot-two general
cast a very long shadow…figuratively and literally!
Hanson and his successors helped pave the way for
Washington and every other president since.

KRAFT LAKE CHOICE PROGRAM
DIRK A. BEAMER - WRIGHT BEAMER, ATTORNEYS
www.insuranceagencylawyer.com

Farmers recently introduced an addendum to the
Agent Appointment Agreement that permits agents
to write competing business through Kraft Lake in
those instances where a policyholder has received
and rejected a quote for the comparable Farmers
policy. Presumably, Farmers seeks to discourage
agents from moving business to a shadow book of
business and is therefore approving a method to
move and retain that business. How this change
fits into Farmers’ long-term business strategy is not
clear, but on its face, it may be a helpful alternative
to agents.
Under the addendum, participating agents “may offer
a consumer who has rejected an offer to provide or
continue coverage under an Applicable Policy issued
by one of the Companies” a competitive product
through the Kraft Lake Choice Program. Before doing
so, the agent must obtain from the customer and
provide to Farmers a signed acknowledgement form
confirming that:
(a) the consumer rejected any Applicable
Policy available from one or more of the
Companies after receiving a quote for
such policy, and understands that the
policy they are asking Agent to bind is
not issued by any insurer that is part of
the Farmers Group of Companies; and (b)
no entity that is part of or affiliated with
the Farmers Group of Companies will be
responsible for any claims filed in connection with an Applicable Policy placed
through Kraft Lake.
At present, participation is limited to the following states:
•
•
•
•
•
•
•
•

Alabama
Arizona
Arkansas
Colorado
Illinois
Iowa
Kansas
Maryland

•
•
•
•
•
•
•

Minnesota
Missouri
North Dakota
Oregon
Texas
Utah
Virginia

In conjunction with the addendum to the Farmers
contract, participating agents will also enter a Kraft
14

Lake Broker Agreement. Note several points about
that contract:
•
•

•

•

•

The agent is a “broker” with Kraft Lake.
The broker is liable to Kraft Lake for payment
of any premium due for policies issued regardless of whether the broker him or herself has
collected that premium.
A participating broker must maintain E&O
coverage with limits of no less than one
million dollars per claim or occurrence and in
the aggregate.
If the broker has signed the Kraft Lake Choice
Program Addendum with Farmers, any
business placed through Kraft Lake as part
of the program (that is, competing business
that Farmers is allowing the Farmers agent
to place through Kraft Lake) will remain the
property of Kraft Lake upon termination.
Non Choice Program business (e.g., commercial and other business historically written
through Kraft Lake that does not compete with
Farmers) remains the property of the broker
at termination provided the broker begins
actively to transfer and service the business
within fourteen (14) days of termination of the
Farmers Agent Appointment Agreement.

With uncompetitive rates from Farmers, some agents
find themselves tempted to steer business to a
friendly independent agency rather than watch the
business walk out the door completely. Farmers’ new
Kraft Lake Choice Program seems to be an implicit
acknowledgement by Farmers that agents need help
if they are going to retain their book of business. For
now, the program and the corresponding addendum to the AAA appear to be optional. Note that,
once signed, the addendum can only be terminated
by Farmers. But in its current form, I do not see a
whole lot of downsides. If an agent signs the addendum, that is a permissible means to place business
through Kraft Lake that it will otherwise lose. If an
agent chooses not to sign the addendum, the only
way an agent can preserve that same business likely
puts the agent in violation of the AAA.

UFAA - ”AGENTS HELPING AGENTS”®
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SMART SUCCESS STORY #8627
superhero agent profile

Jeremy’s Story

THIS SCRATCH AGENCY
WENT FROM ZERO TO A
$1.6 MILLION DOLLAR BOOK
IN JUST 18 MONTHS.
Big city success story? Nope, Jeremy is in a small town.
Big marketing budget?

No, he didn’t spend a dime.

But, after ten years as a captive agent, he knew a thing
or two. Jeremy explained, “Everyone was completely
flabbergasted when I told them I was leaving to go
independent. I was doing very well and had a great,
comfortable job, but unfortunately, I had reached a
plateau and couldn’t go any higher unless I decided to
leave and be an agency owner myself.”
After meeting with a few networks, Jeremy partnered
with Smart Choice. “Having access to their advisors was
an amazing resource – helping me put a strong foundation in place so my agency could succeed immediately.”
Jeremy has earned his agency 165 Five Star Google
reviews, in under two years. His close ratio has gone from
30% to 85-90% since his transition to the independent
world.

His retention ratio for core clientele hovers

around the 98% mark. “Early on, Smart Choice set me
up with a major carrier who hadn’t appointed anyone in
the state in two years, and the carrier rep met with me
solely because his relationship and history with Smart
Choice was so solid that I was able to get that meeting
simply because they vouched for me.” Truly heroic!
want to learn more about how
smart choice can help you
start or grow your own agency,
then give us a call at

888.264.3388 or visit us online
www.smartchoiceagents.com.

WHERE WILL FARMERS MANAGEMENT
& FARMERS INSURANCE EXCHANGES
TAKE THEIR AGENCY FORCE?
JEFF FELGER - UFAA DIRECTOR OF LEGAL ACTIVITIES

I’ve been an agent for over 20 years now and have
seen dramatic shifts in the way Farmers management handles the Farmers Insurance Exchange,
new agent appointments, and its captive agent
sales partners. I pivoted from being a commercial property insurance risk consultant to a trusted
local personal insurance advisor when I opened my
Farmers agency. Remember leaving a salary and
company car for no income guarantees knowing
I would have better control of my time and destiny.
My thoughts were confirmed that my income would
grow very slowly and steadily while building trusting
relationships within the local community. We aimed
to build our agency one policyholder household at a
time, educating consumers to provide an appropriate Insurance solution. Thought I had proven my
value in selling Farmers products to management
with the satisfactory completion of the Career Agent
program while also achieving some of the “Run to
Daylight” numbers. That perspective changed a
couple of years ago as many long-term mostly older
agents were provided 90 days’ notice of their captive
agent’s contract being terminated due to low new
business production. We know that some of these
business owners were ready to exit, however, many
of these agents were in the twilight of their career
adequately servicing their clients. Many of these
agents just no longer had the energy level to push for
new business when Farmers products were in many
cases uncompetitive.

to Farmers Agents], and during that process lost a
significant percentage of market share. Additionally,
during this time tenured agents lost faith in Farmers
management. Despite these issues and struggles
our agency managed to still grow while providing
very profitable results for our captive partner. In the
past 2-yrs within our local market, we have found the
Farmers products/rates more competitive. Guess
what…. Give your sales force competitive products…
your policy numbers will grow faster

It’s my opinion that Farmers provides our customers
with an above-average claims experience…otherwise, our agency would have gone independent long
ago. Captive agents also need competitive rates
and comprehensive coverage options to survive the
market competition. It’s my opinion that management did not provide its agent’s sufficient and steady
marketable products from roughly 2008 to 2019.
Management was at that time focused on improving
loss ratios via increasing rates, re-writing business
to newer policies, tightening underwriting, purchasing, and developing, while learning about alternative
marketing channels [21st Century- not accessible

•
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Recently Farmers management has added more tools
for agents to obtain new or retains current clients
(Foremost 360, Foremost Choice, and Kraft Lake (KL)
Choice). THANK YOU! Foremost 360 and Foremost
Choice have created more coverage choices and
pricing tiers. KL Choice is still in its infancy and not
available in all states and to all agents. We hope
management will eventually open this Kraft Lake
Choice program to all states and agents.
Summary of the Kraft Lake Choice Program:
•

Farmers Agents can quote new business and
existing business programs with Kraft Lake
standard Personal Lines carriers. Currently,
this list of PL carriers is limited to Safeco and
Travelers. If a customer/prospect acknowledges
they declined the Farmers policy offering, agents
can place new business or existing clients with a
Kraft Lake Choice partner.
Although a positive step, be sure you understand
the drawbacks:
- Agents do not own the renewal rights with
the Kraft Lake Choice customers. When
agents sell their book of business, it would
make sense that these clients would be
handled by the purchasing agent. Would like
to hear management’s opinion on this topic.
Allowing this would be a win-win relationship as this future income stream could be
included within the agency sale.
- Servicing Issues: Agency policy servicing
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is done via the Kraft Lake Compare platform
and/or the customer can contact the carrier
directly.
Caution - Moving existing Farmers clients
to KL Choice lowers your Farmers Contract
Value and likely agency income [commission
rates generally lower]. So, make sure you
and your staff are aware of the above issues.

The great news is: Farmers management appears
to be addressing one of the biggest complaints of
established agencies when Farmers rates were out
of favor and agents were losing long-term clients
and income. Another negative feedback button
from agents was that relative to marketing spend
when Farmers products closing ratios were not high
enough to justify the spend. Although the commission share with KL is not as equitable as I would like….
Management’s move is refreshing as this equips
agents to improve new business closing ratios along
with retention. Additionally, when Farmers rates
are back in favor…. agents will likely move those KL
Choice customers back to Farmers.
The Farmers Insurance Exchange Board of Governors
should review this relationship closely to ensure that
the ratio of the 3rd party carrier income [commissions
and profit bonus] between KL, Farmers management, and the agents makes sense and is equitable.
What can management do to improve the captive
agency morale when folks hear rumors that 2023
base commission rates will be once again reduced?
Provide agents with a clear path for the future with
Farmers.
Address the commission rumors… and let
us know future projections on commissions.
Agents are human and not widgets…We have
families and employees to feed.
ii. Stop sending Farmers Insurance letterhead
solicitations from Farmers Group Select to
existing exclusive agents Farmer’s customers.
iii. Allow existing agents to sell their policyholder servicing rights on a true Open Market.
Currently, management has diminished an
agency’s Market Value by basically almost
eliminating existing Farmers agents from
being able to purchase rights for sale. Open
the market by allowing more internal and external agency sales. Not opening these markets
creates the perception that management is
interfering with the free market. This change
would inherently increase agency market
values for those agents wishing to sell their
business. Let’s not let Farmers management
be hypocritical, If the Farmers Insurance Board
i.
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of Governors allowed Farmers Management
to purchase the Met-Life personal lines group
to grow management fees for Zurich. Yes, the
Exchanges did grow the year prior, but historically the Farmers Exchanges’ market share
had dropped substantially. I.E: Let Farmers
Agents in good standing buy expiring/retiring
agencies.
iv. Smaller and seasoned agencies are some of
your most profitable books of business (look
at your actuarial data) because these agents
are good frontline underwriters, and they have
relationships with loyal clients. Compare
this quality of business with new agents or
producers putting a questionable business
on the books just to get a bonus or commission. Many of these loyal agents started with
no income and planned on having this modest
income for several years after the normal
retirement age to compensate for those years
when these business owners used personal
funds to invest and reinvest into their agency.
“Underperforming Letters” relative to new
business production threatening these loyal
profitable agents’ livelihoods sends the wrong
message to both agents and their policyholders. If the management wants to replace
loyal long-term agents, consider supplementing those agents’ contract value with a
golden parachute…. a 1%-1.5% commission
(Percentage depends on historical retention
within the agency) trail on all future Farmers
client commissions- assuming these agents
retain their license and do not compete
against Farmers.
Although I hate to admit it, the future of a Farmers
Agent’s livelihood is controlled by the Farmers Board
of Governors and Farmers management. If you do
not like that arrangement move on, but I bet you will
again find other 3rd parties with some form of control
of your destiny. Agents who are afraid to voice their
opinion to management, be ready for anything and
have a backup livelihood plan. Agents who want to
provide input to help control their destiny, provide
your opinions respectfully to UFAA and/or Farmers
Management. UFAA is working hard to improve its
message relative to “hot button” topics and broadcast this information with potential solutions to the
agency force. UFAA is looking for more Farmers
professional agents’ voices. If you’re not a UFAA
member, JOIN TODAY to get Group Benefits,
Resources, and feedback on Farmers “Hot Button”
topics and potential solutions.
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RED FLAG

PAIGE UNDERWOOD, UFAA VICE PRESIDENT
I peeked out my front window recently before my 8am
conference call to see a team of workers on my neighbor’s roof across the street, some ripping off shingles
while others were nailing down the new ones. A few
hours later I noticed a flyer on my doorstep from that
same roofer to offer a free inspection on my home.
The flyer said, “Tulsa’s Most Transparent Roofer”. He
had the typical mammoth-sized shiny new truck with
his logo perfectly etched on the exterior.
A couple days later I got a call from another neighbor who wanted to forward me a video inspection
that the same roofer who had worked across the
street had given him. As I reviewed the footage of
the inspection, I could clearly see where there was
roof damage on his home. The video and explanation
from the roofing company owner, Brandon, was clear
and professional and it seemed like he knew what he
was doing.
A little background on me, I am a former agent and
have also been a claims adjuster since 2017. I am
not a roofer, but I have been trained to know what
roof damage looks like and how to document it. I also
have tools and software that help me prepare reports
and estimates for repair or replacement of damaged
properties. Based on the video inspection sent to me,
I felt my neighbor had reason to file a claim with his
insurance company if he wanted to do so. It also had
me thinking about my roof, I haven’t been up there in
a few years, and it might be time to look to see if my
own roof has damage!
My neighbor asked me what he should do next. I gave
the same advice to my neighbor as I did my clients
when I was a Farmers agent:
It’s your job, as the homeowner, to perform due
diligence and research the roofing company (or
anyone else who works in or on your property).
Check their state license (if applicable), look for
complaints, and verify both liability and workers
compensation insurance policies are in effect
prior to the start of work. Each state has their
own specific rules and regulations for individual contractor classes, roofing is one of them. In
my home state of Oklahoma, roofers need to be
registered with the state, carry insurance (both
liability and workers comp) and be bonded with
the state Construction Industries Board.
The following day, Brandon came back to our street
in his big truck to drum up more business. He rang

my doorbell, and I came out to speak with him. After
telling him I appreciated his thorough inspection of
the neighbor’s roof, I specifically asked about his
company’s insurance, and his response was that he
was fully covered. I asked which company he has
his policies with, and he said he couldn’t remember but was sure he had a liability policy. When I
asked about workers comp, he explicitly told me that
he does NOT carry Workers Comp coverage for his
company— neither himself nor his workers. He was
visibly perturbed that I had asked about insurance.
Agents, this is what you would call “a red flag”. When
you hire a roofing company you cannot assume
that they are properly covered. If any owner or crew
members is hurt while working on your roof/property,
they CAN and likely will sue you because they were
injured on your property.
I did encourage Brandon to get workers comp for
himself and for his workers, not only because it was
required by the state, but because it is the right
thing to do for his employees. Individual roofing
crew members don’t carry their own workers comp
policies. It just doesn’t happen. As of right now, if
Brandon falls off a roof and is injured and cannot
work or pay medical bills, his family will undoubtedly
financially suffer. He may have a medical policy, but
that certainly won’t cover what a work-related injury
covered by a worker’s comp policy would.
As Farmers Insurance agents, you can be the voice
of comfort and empowerment for your customers
who ask for your advice when dealing with contractors. Unfortunately, nation-wide the roofing industry
is infamous for fly-by-night, corner-cutting companies. I, personally, don’t want anyone working on
my house who doesn’t follow the rules that are put
in place to protect workers, roofing companies and
homeowners. Remember, there MUST be written
documentation provided by the roofing company to
show the customer they are properly insured. Beware
of roofers who cannot furnish you both a liability
policy and a worker’s comp policy. I’ve seen claims
where a repairman was injured on the property they
were contracted to work on and sued the pants off
the homeowners. It’s not pretty, and the homeowners
usually lose. Don’t let the shiny truck fool you.

INTRODUCING

A Practical Approach to
Health Benefits for the
Self-Employed

No Doll

With a nationwide PPO network, IHA Health is a
health care solution that provides you with exclusive
access to an affordable ACA Compliant health plan. A
health plan that is made entirely of healthy to
moderately healthy insureds. A sustainable way to
keep premiums down each and every year.

With IHA Health, you can gain
control of your health care costs
without sacrificing benefits!
THE IHA HEALTH ADVANTAGE:
• No Maximum Limits
• National PPO Network
• No Age Banded Rates
• ACA Compliant

IHA is "INSURANCE FOR HEALTH AMERICANS"

• If Approved, NO PRE-X Limitation

Be a part of a group of Healthy Insureds to help
keep premiums in check year after year.

• Competitive Rates based on
completion of a PHQ
• Unlimited $0 Cost Tele-Medicine

SIMPLE APPLICATION PROCESS

• $20 Chiropractic Copay

Your monthly premium is calculated upon
completion of our simple Personal Health
Questionnaire (PHQ). Get your rate in 1-2
business days.

• 100% Preventive Care Coverage

PLAN ADMINISTRATION AND ACCOUNT
MANAGEMENT

• Deductible Options Range from
$1500 - $7350

Payments of claims, customer service and
reporting provided by the Member Advocate
Team.

QUALITY BENEFITS
12 Comprehensive plans to chose from that
included all the 10 "Essential Benefits" in
ACA guidelines.

• Doctor, Specialist, Chiropractic
and Urgent-Care Copays

• Prescription Copays on Most
Plans
• IHA Health is NOT
o A Non-Compliant
Indemnity Plan
o The ACA Marketplace
o Faith Based Shared Plan

APRIL
307 E.2022
Washington, Benton, IL 62812
618) 439-2911 – randy@rkhinsurance.com
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Farmers Insurance to Cease Underwriting New Auto
Policies in Florida
Farmers Insurance is temporarily retreating from selling new car insurance policies in
Florida in response to rising claims frequency and severity.
By Varada Bhat | April 1, 2022
Farmers Insurance is temporarily retreating from selling new car insurance policies in Florida in
response to rising claims frequency and severity.
“Loss costs in the Florida auto insurance marketplace continue to rise due to a number of factors,
including supply-chain challenges, increased costs for parts and labor, and greater liability severity
from collisions involving higher speeds and more distracted drivers,” the company said in an email
to P&C Specialist. “As a result of these trends, we have temporarily paused our writing of new auto
insurance policies under the Farmers brand.”
The Los Angeles-based carrier said the decision won’t impact existing customers, and they will be
able to make changes to their existing policies and receive renewal offers as before. In addition,
local Florida Farmers agents can “continue to offer auto insurance to interested consumers via the
Bristol West brand, a Farmers-a�liated insurer,” the company said.
Farmers started underwriting auto insurance policies in Florida under its brand in August 2018.
The pullback by Farmers comes when the auto insurance industry is seeing higher-than-expected
claims expenses due to the economy reopening and tra�c returning to near pre-pandemic levels,
along with higher used-car prices and repair costs. In Florida, for instance, estimated tra�c fatalities
increased by 17.5% during the �rst nine months of 2021, according to data released by the National
Highway Tra c Safety Administration.

Related Content
March 9, 2022

Carriers Struggling to Keep up With
In ation, Top Industry Group Says
May 3, 2021

In addition, Florida is a challenging market to
underwrite because of its complex no-fault insurance
or personal injury protection law and low legal
standards which forces insurers to settle claims for
arti�cially higher amounts to avoid the high litigation
costs.

P&C Trade Group Urges Florida to Reject
New Auto Insurance Legislation

Last year, legislators �nally succeeded, passing a bill
to repeal PIP (personal injury protection) while
mandating bodily injury coverage. This bill was
vetoed by the governor. Under current law, Floridians
must have $10,000 in PIP coverage for their own medical, disability, and funeral expenses —
22
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regardless of who is at fault in an accident. The legislation would have required Florida motorists to
have bodily injury coverage with a $25,000 limit for one person and a $50,000 limit for two or more
people
The bill drew the ire of the top P&C trade group American Property Casualty Insurance Association
(APCIA), which argued that the measure would boost costs for Florida drivers, as P&C Specialist
reported. Costs for an average auto insurance policy would jump by nearly one-quarter, or $344, per
year, according to estimates from the APCIA. Those with the lowest levels of auto insurance could
see their costs soar by more than $800 a year, the association said.
Earlier this year, a similar insurance bill to repeal Florida’s no-fault automobile insurance system with
a mandatory bodily injury system failed to pass through. Lawmakers said that no rate study was
done since the previous year to determine how the change would affect rates.

P&C Specialist is a copyrighted publication. P&C Specialist has agreed to make available
its content for the sole use of the employees of the subscriber company. Accordingly, it
is a violation of the copyright law for anyone to duplicate the content of P&C Specialist
for the use of any person, other than the employees of the subscriber company.
An Information Service of Money-Media, a Financial Times Company
I wish to make a tax-deductible donation to UFAA. Please apply my donation to
[ ]

Wherever UFAA needs the funds

__________________________________________________________________________
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[ ] $25

[

] $50

[

] $75

[

] $100

[

] Other $_______

[ ] My check is enclosed. Please charge my [ ] American Express [ ] MasterCard
I wish to donate online

[

] Visa

Click here

Credit Card Number:

CVV Code

Expiration date:

Credit Card Billing address
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UFAA National Office
1919 Oxmoor Rd #243
Birmingham, AL 35209
APRIL 2022

Email
no@ufaa.com

UFAA - ”AGENTS HELPING AGENTS”®

https://www.pandcspecialist.com/pc/3559934/455584?all=true

23
2/2

COMING SOON
Agents Forum
We want to provide our members with an online medium
to interact, share, and provide support for one another.
The purpose of the forum will be for YOU
to have an opportunity to speak your mind (positive or negative)
of being a Farmer’s Agent. Some issues to tackle include:
New Technology
Sales Strategies
Policies
Employee Retention

24
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CHANGE IS LOOKING YOU
IN THE MIRROR

ROD BARAJAS – UFAA MEMBERSHIP DIRECTOR

As an agency owner, you are in a unique position
to be the most influential advocate for your agency.
With the botched rollout of APEX and Policy Center, it
is more important than ever that you take a proactive
stance in advocating for your agency and its insureds.
Whether it’s speaking up during feedback requests
from Farmers or keeping an eye for policies that are
being erroneously canceled due to compatibility
issues between systems, you have the knowledge
and skills necessary to make a real impact on your
agency and its insureds. So don’t be afraid to stand
up and speak out – your agency needs you now more
than ever!
United Farmers Agents Association has been working
hard to ensure that our member agencies are being
heard. We are confident that we can continue to make
progress on behalf of all our members. However, we
need your help! If you have suggestions or feedback,
please don’t hesitate to reach out to us. We want to
work with you to ensure that your agency is successful and that your insureds are well-protected. We
often lament when someone won’t spend the equivalent of a cup of coffee on protecting their loved ones,
but on the flip side, some of us won’t pay $1 per day
to ensure that UFAA can continue to fight for their
agency’s survival.
To that end, we started holding First Thursday
Meetings once a month for our Chapter 70 member-

ship (this is our National Chapter). It has been a great
resource for agents who are on the call. We share
our challenges and workarounds. This information is
better than anything you can get in any knowledge
article on Dashboard. This is real-time, real-world
feedback you can take right now and use today in
your agency!
In addition to this, in the coming weeks, UFAA will be
holding Social Media Seminars to teach the basics
of doing your own Social Media for little to no financial investment. My agency has benefited from the
regular requests for insurance quotations from our
passive lifestyle content. The goal is to be top of
mind when your prospect is considering changing
their insurance. UFAA can teach you how to be top of
mind when the iron is hot!
Thank you for all that you do for your agency and your
insureds. Farmers Insurance is not the least expensive, granted. You are the Value Proposition, and you
need to make sure you continue to build value every
chance you can with your insured. We know that
you alone are the most influential advocate for your
agency – so keep up the good work! Here is hoping
for our continued success. Feel free to reach out to
me if you have any questions related to membership
with UFAA. I think you’ll find we have way more in
common than you realize.

UFAA SOCIAL MEDIA
UFAA is always looking for ways to connect with members and fellow Farmers Agency Owners. That’s
why we have created a brand-new Facebook page, Twitter account, and Instagram photo feed! You’ll
find everything from APEX & Policy Center info (and workarounds) through exciting discussions about
efforts by UFAA to fight for the rights of the Agency Force! So, head over now before it becomes too
late! All of our Social Media can be easily found at http://Solo.To/UFAA, that’s http://Solo.To/UFAA.
We’re the United Farmers Agent Association, Agents helping Agents!
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CHAPTER PRESIDENTS
NATIONAL CHAPTER (70)
*Represents States without Chapters
Rod Barajas
(P) 714-867-7632 rbarajas@ufaa.com
(P) 314-631-7898 no@ufaa.com
ARIZONA • NEW MEXICO (43)
JR Couch, Tempe, AZ
(P) 480-839-4300 chapter43@ufaa.com

NEBRASKA • IOWA (19)
Tom Dahulick, Omaha, NE
(P) 402-573-8977 chapter19@ufaa.com

CALIFORNIA (02, 10)
(02) Jim Melin, San Jose
(P) 408-272-1700 chapter02@ufaa.com

OHIO • CONNECTICUT • MARYLAND • NEW JERSEY
NEW YORK • PENNSYLVANIA VIRGINIA (44)
Dennis Long, Galion, OH
(P) 419-468-1352 chapter44@ufaa.com

(10) Julian Buck, Glendora
(P) 626-335-6800 chapter10@ufaa.com
COLORADO (46)
Steve Dugger, Loveland
(P) 970-691-7469 chapter46@ufaa.com
IDAHO (28)
Kevin Pfleger, Boise
(P) 208-871-8724 chapter28@ufaa.com
ILLINOIS • INDIANA (21)
Anil Sharma, Homer Glen, IL
(P) 630-854-0997 chapter21@ufaa.com
MICHIGAN • MINNESOTA • NORTH DAKOTA
SOUTH DAKOTA (45)
Mike Lillo, Kentwood, MI
(P) 616-281-2888 chapter45@ufaa.com
MONTANA • WYOMING (51)
Steve Hooper, Kalispell, MT
(P) 406-752-4357 chapter51@ufaa.com
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OREGON (14)
Lowell Yost, Portland
(P) 503-313-2741 chapter14@ufaa.com
TEXAS (33, 34, 35, 36)
(33) Ray Ruiz, El Paso
(P) 915-240-1166 chapter33@ufaa.com
(34) Kent Underwood, Duncanville
(P) 972-709-0907 chapter34@ufaa.com
(35) Lorenzo Castro, Houston
(P) 713-463-9262 chapter35@ufaa.com
(36) Jeff Felger, Austin
(P) 512-250-2334 chapter36@ufaa.com
WASHINGTON (22)
Jack McLaughlin, Olympia
(P) 360-352-6073 chapter22@ufaa.com
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