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Item 2.02 Results of Operations and Financial Condition.

On November 11, 2021, Ryan Specialty Group Holdings, Inc. (the “Company”) issued a press release announcing its results of operations for the third quarter ended September 
30,2021. In addition, the Company hosted a conference call on November 11, 2021 to discuss its financial results for the third quarter ended September 30, 2021.  The press 
release and the earnings transcript from the Company’s earnings call are attached as Exhibits 99.1 and 99.2 to this report, respectively, and are incorporated herein by reference.  
The information furnished herewith pursuant to Item 2.02 of this Current Report, including Exhibit 99.1 and 99.2, shall not be deemed to be filed for the purposes of Section 18 
of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that section. The information in this current report shall not be incorporated by 
reference into any registration statement or other document pursuant to the Securities Act of 1933, as amended, except as shall be expressly set forth by specific reference in 
such filing.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits. 
The following exhibits are furnished herewith:
 

Exhibit No.  Description of Exhibit
99.1  Press Release dated November 11, 2021. 
99.2  Transcript of November 11, 2021 Earnings Call

   
 

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly 
authorized.

   Ryan Specialty Group Holdings, Inc.

    

Date: November 15, 2021 By: /s/ Jeremiah Bickham
   Jeremiah Bickham

Executive Vice President and Chief Financial Officer
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 RYAN SPECIALTY GROUP REPORTS THIRD QUARTER 2021 RESULTS
- Total Revenue grew 49.0% year-over-year to $352.8 million -

- Organic Revenue Growth Rate of 28.9% year-over-year -

- Net Loss of $32.6 million related to one-time costs of Initial Public Offering -

- Adjusted EBITDAC grew 55.9% year-over-year to $105.0 million -

- Adjusted Net Income grew 51.1% year-over-year to $62.9 million -

- Raised full year 2021 outlook for Organic Revenue Growth Rate and Adjusted EBITDAC Margin -

NOVEMBER 11, 2021 | CHICAGO, IL — Ryan Specialty Group Holdings, Inc. (NYSE: RYAN) (“Ryan Specialty” or the “Company”), a leading international 
specialty insurance firm, today announced results for the third quarter ended September 30, 2021. 

Third Quarter 2021 Highlights

· Total Revenue grew 49.0% year-over-year to $352.8 million, compared to $236.8 million in the prior-year period

· Organic Revenue Growth Rate* was 28.9% for the quarter, compared to 13.6% for the same quarter last year

· Net Loss of $32.6 million, compared to Net Income of $10.8 million in the prior-year period.  Net Loss included $58.6 million of one-time 
costs incurred by the Company in the third quarter of 2021 primarily related to the Company’s completed initial public offering (“IPO”).  Net Loss 
per Share was $0.16

· Adjusted EBITDAC* increased 55.9% to $105.0 million, compared to $67.4 million in the prior-year period

· Adjusted EBITDAC Margin* rose 140 basis points year-over-year to 29.8%

· Adjusted Net Income* increased 51.1% to $62.9 million, compared to $41.7 million in the prior-year period.  Adjusted Diluted Earnings per 
Share for the third quarter of 2021 was $0.24

“The Ryan Specialty team didn’t miss a beat as we completed our IPO and debuted on the NYSE,” said Patrick G. Ryan, Founder, Chairman and Chief 
Executive Officer of Ryan Specialty Group. “We delivered a very strong financial performance across the board, with organic revenue growth for the 
quarter eclipsing 28% driven by our extraordinary talent, differentiated platform, ongoing broker consolidation, and a robust E&S market. In addition, 
our platform’s scalability facilitated another quarter of improved margins on a year-over-year basis. With the integration of All Risks in the home 
stretch and our exceptionally talented team of specialists, we are well positioned to maintain our momentum and execute on all phases of our game 
plan.”
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Summary of Third Quarter Results

  
Three months ended

September 30,   Change  

(in thousands, except percentages)  2021   2020   $   %  
GAAP financial measures             

Total revenue  $ 352,766   $ 236,811   $ 115,955    49.0 %

Compensation and benefits   286,538    162,981    123,557    75.8  

General and administrative   38,754    31,370    7,384    23.5  

Total operating expenses   353,496    210,985    142,511    67.5  

Operating income (loss)   (730 )   25,826    (26,556 )   (102.8 )

Net income (loss)   (32,590 )   10,796    (43,386 )   (401.9 )

Net income (loss) attributable to members   (1,334 )   10,211    (11,545 )   (113.1 )

Compensation and Benefits Expense Ratio   81.2 %   68.8 %       

General and Administrative Expense Ratio   11.0 %   13.2 %       

Net Income (Loss) Margin   (9.2 )%   4.6 %       

Earnings (Loss) per Share  $ (0.16 )          

Diluted Earnings (Loss) per Share  $ (0.16 )          

Non-GAAP financial measures*             

Organic Revenue  Growth Rate   28.9 %   13.6 %       

Adjusted Compensation and Benefits 
   Expense  $ 212,590   $ 149,058   $ 63,532    42.6 %

Adjusted Compensation and Benefits 
   Expense Ratio   60.3 %   62.9 %       

Adjusted General and Administrative 
   Expense  $ 35,153   $ 20,393   $ 14,760    72.4 %

Adjusted General and Administrative 
   Expense Ratio   10.0 %   8.6 %       

Adjusted EBITDAC  $ 105,023   $ 67,360   $ 37,663    55.9 %

Adjusted EBITDAC  Margin   29.8 %   28.4 %       

Adjusted Net Income  $ 62,949   $ 41,664   $ 21,285    51.1 %

Adjusted Net  Income Margin   17.8 %   17.6 %       

Adjusted Diluted Earnings per Share  $ 0.24           

* For a definition and a reconciliation of Organic Revenue Growth Rate, Adjusted Compensation and Benefits Expense, Adjusted Compensation and Benefits Ratio, Adjusted 
General and Administrative Expense, Adjusted General and Administrative Expense Ratio, Adjusted EBITDAC, Adjusted EBITDAC Margin, Adjusted Net Income, and Adjusted 
Net Income Margin, and Adjusted Diluted Earnings per Share to the most directly comparable GAAP measure, see “Non-GAAP Financial Measures and Key Performance 
Indicators” below.

Third Quarter 2021 Review*

Total revenue for the third quarter of 2021 was $352.8 million, an increase of 49.0% compared to $236.8 million in the prior-year period. This increase 
was primarily driven by strong organic growth as well as the All Risks acquisition, which was completed on September 1, 2020. Organic revenue growth 
of 28.9%, was driven by new client wins, expanded relationships with existing clients, an overall expansion of the E&S market, and premium rate 
increases.
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Total operating expenses for the third quarter of 2021 were $353.5 million, a 67.5% increase compared to the prior-year period. This was primarily 
due to an increase in compensation and benefits expense, which is heavily correlated to revenue growth as many of Ryan Specialty’s producers are 
compensated based on a percentage of the revenue they generate for the Company. Additionally, the Company recognized IPO-related compensation 
expense of $57.6 million. This IPO-related compensation expense reflects several one-time payments made at the IPO, the revaluation of existing 
equity grants at IPO, as well as the first period of expense related to one-time IPO awards. General and administrative expense also rose compared to 
the prior-year period to accommodate revenue growth, while amortization of intangible assets increased as a result of the All Risks acquisition.

Net loss for the third quarter of 2021 was $32.6 million, compared to net income of $10.8 million in the prior-year period. The reduction was due to 
certain non-operating charges in connection with the IPO, amortization from the acquired intangible assets from the All Risks acquisition, and 
increased interest expense in connection with the debt used to fund the All Risks acquisition.

Adjusted EBITDAC of $105.0 million grew 55.9% from $67.4 million in the prior-year period. Adjusted EBITDAC Margin for the quarter was 29.8%, a 
140 basis point improvement compared to the prior-year period. The increases in Adjusted EBITDAC and Adjusted EBITDAC Margin were primarily 
driven by revenue growth creating operating leverage in compensation and benefits expense, as well as continued execution of the Company’s 
restructuring plan, partially offset by increased General and Administrative expense. The restructuring plan, which the Company initiated in 2020, is 
anticipated to achieve $25 million in cumulative annualized cost savings when fully actioned by June 30, 2022.

Adjusted Net Income for the third quarter of 2021 rose 51.1% to $62.9 million, compared to $41.7 million in the prior-year period. Adjusted Net 
Income Margin rose 20 basis points to 17.8%, reflecting operating leverage as revenue growth outpaced growth in operating expenses.

* For the definition of each of the non-GAAP measures referred to above as well as a reconciliation of such non-GAAP measures to their most directly comparable GAAP 
measures, see “Non-GAAP Financial Measures and Key Performance Indicators” below.

Review of Third Quarter 2021 Revenue by Specialty

Wholesale Brokerage net commissions and fees increased by 48.3% to $229.1 million, compared to $154.5 million in the prior-year period. This 
increase was primarily due to strong organic growth within the specialty, as well as revenue from the All Risks acquisition, which was included in the 
organic growth calculation beginning September 1st.

Binding Authority net commissions and fees grew by 46.1% to $52.8 million, compared to $36.1 million in the prior-year period. This increase was 
primarily due to strong organic growth within the specialty, as well as revenue from the All Risks acquisition, which was included in the organic growth 
calculation beginning September 1st.

Underwriting Management net commissions and fees increased by 53.4% to $70.7 million, compared to $46.1 million in the prior-year period. This 
increase was primarily due to strong organic growth within the specialty, as well as revenue from the All Risks acquisition, which was included in the 
organic growth calculation beginning September 1st.

Liquidity and Financial Condition

As of September 30, 2021, the Company had cash and cash equivalents of $413.7 million and outstanding debt principal of $1.6 billion.
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Full Year 2021 Outlook*

The Company is raising its full year 2021 outlook for both Organic Revenue Growth Rate and Adjusted EBITDAC Margin:

· Organic Revenue Growth Rate for full year 2021 is now expected to be between 21.5% - 22.5%, compared to the Company’s prior outlook of 
between 18.0% - 20.0%.

· Adjusted EBITDAC Margin for full year 2021 is now expected to be between 31.5% - 32.0%, compared to the Company’s prior outlook of 
between 30.0% - 30.5%.

* For a definition of Organic Revenue Growth Rate and Adjusted EBITDAC Margin as well as an explanation of the Company’s inability to provide reconciliations of these 
forward-looking non-GAAP measures, see “Non-GAAP Financial Measures and Key Performance Indicators” below.

Conference Call Information

Ryan Specialty will host a conference call today at 5:00 PM ET to discuss these results. A live audio webcast of the conference call will be available on 
the Company’s website at ryansg.com in its Investors section.

The dial-in number for the conference call is (877) 451-6152 (toll-free) or (201) 389-0879 (international). Please dial the number 10 minutes prior to 
the scheduled start time.

A webcast replay of the call will be available on the Company’s website at ryansg.com in its Investors section for one year following the call.

About Ryan Specialty Group

Founded by Patrick G. Ryan in 2010, Ryan Specialty Group (NYSE: RYAN) is a rapidly growing service provider of specialty products and solutions for 
insurance brokers, agents and carriers. Ryan Specialty Group provides distribution, underwriting, product development, administration and risk 
management services by acting as a wholesale broker and a managing underwriter. Our mission is to provide industry-leading innovative specialty 
insurance solutions for insurance brokers, agents and carriers. Learn more at ryansg.com.

Forward-Looking Statements

All statements in this release and in the corresponding earnings call that are not historical are “forward-looking statements” within the meaning of the 
Private Securities Litigation Reform Act of 1995 and involve substantial risks and uncertainties. For example, all statements the Company makes 
relating to its estimated and projected costs, expenditures, cash flows, growth rates and financial results or its plans and objectives for future 
operations, growth initiatives, or strategies and the statements under the caption “Full Year 2021 Outlook” are forward-looking statements. Words 
such as “anticipate,” “estimate,” “expect,” “project,” “plan,” “intend,” “believe,” “may,” “will,” “should,” “can have,” “likely” and variations of such 
words and similar expressions are intended to identify such forward-looking statements. All forward-looking statements are subject to risks and 
uncertainties, known and unknown, that may cause actual results to differ materially from those that the Company expected. Specific factors that 
could cause such a difference include, but are not limited to, those disclosed previously in the Company’s filings with the Securities and Exchange 
Commission (“SEC”) that include, but are not limited to: the Company’s potential failure to develop a succession plan for the senior management 
team, including Patrick G. Ryan; the Company’s failure to recruit and retain revenue producers; the cyclicality of, and the economic conditions in, the 
markets in which the Company operates; conditions that result in reduced insurer capacity; the potential loss of the Company’s relationships with 
insurance carriers or its clients, becoming dependent upon a limited number of  insurance carriers or  clients or  the failure to develop new insurance 
carrier and client relationships; significant competitive pressures in each of the Company’s businesses; decreases in the premiums or commission rates 
set by insurers, or actions by 
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insurers seeking repayment of commissions; decreases in the amounts of supplemental or contingent commissions the Company receives; the 
Company’s inability to collect its receivables; the potential that the Company’s underwriting models contain errors or are otherwise ineffective; any 
damage to the Company’s reputation; decreases in current market share as a result of disintermediation within the insurance industry; impairment of 
goodwill; the inability to maintain rapid growth or to generate sufficient revenue to achieve and maintain profitability; the impact if the Company’s 
MGU programs are terminated or changed; the risks associated with the evaluation of potential acquisitions and the integration of acquired 
businesses as well as introduction of new products, lines of business and markets; the occurrence of natural or man-made disasters; being subject to 
E&O claims as well as other contingencies and legal proceedings; the impact on the Company’s operations and financial condition from the effects of 
the current COVID-19 pandemic; the impact of breaches in security that cause significant system or network disruptions; not being able to generate 
sufficient cash flow to service all of the Company’s indebtedness and being forced to take other actions to satisfy its obligations under such 
indebtedness; and the impact of being unable to refinance the Company’s indebtedness.

For more detail on the risk factors that may affect the Company’s results, see the section entitled ‘‘Risk Factors’’ in our Prospectus filed in connection 
with our IPO with the Securities and Exchange Commission on July 23, 2021, and in other documents that we file with, or furnish to, the SEC. Should 
one or more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary materially from 
those indicated or anticipated by such forward-looking statements. Given these factors, as well as other variables that may affect the Company’s 
operating results, you are cautioned not to place undue reliance on these forward-looking statements, not to assume that past financial performance 
will be a reliable indicator of future performance, and not to use historical trends to anticipate results or trends in future periods. The forward-looking 
statements included in this press release and on the related earnings call relate only to events as of the date hereof. We do not undertake, and 
expressly disclaim, any duty or obligation to update publicly any forward-looking statement after the date of this release, whether as a result of new 
information, future events, changes in assumptions or otherwise.

Non-GAAP Financial Measures and Key Performance Indicators

In assessing the performance of our business, we use non-GAAP financial measures that are derived from our consolidated financial information, but 
which are not presented in our consolidated financial statements prepared in accordance with GAAP. We use these non-GAAP financial measures 
when planning, monitoring and evaluating our performance. We consider these non-GAAP financial measures to be useful metrics for management 
and investors to facilitate operating performance comparisons from period to period by excluding potential differences caused by variations in capital 
structures, tax positions, depreciation, amortization and certain other items that we believe are not representative of our core business. We use the 
following non-GAAP measures for business planning purposes, in measuring our performance relative to that of our competitors, to help investors to 
understand the nature of our growth, and to enable investors to evaluate the run-rate performance of the Company. Non-GAAP measures have 
limitations as an analytical tool and should not be considered in isolation or as a substitute for an analysis of our results as reported under GAAP.

Organic Revenue Growth Rate: Organic Revenue Growth Rate represents the percentage change in revenue, as compared to the same period for the 
year prior, adjusted for revenue attributable to acquisitions during their first 12 months of the Company’s ownership, and other adjustments such as 
contingent commissions, fiduciary investment income, and foreign exchange rates. The most directly comparable GAAP financial metric is Total 
Revenue Growth Rate.

Adjusted Compensation and Benefits Expense: Adjusted Compensation and Benefits Expense represents Compensation and Benefits Expense 
adjusted to reflect items such as (i) equity-based compensation, (ii) acquisition and restructuring related compensation expenses, and (iii) other 
exceptional or non-recurring compensation expenses, as applicable. The most directly comparable GAAP financial metric is Compensation and Benefits 
Expense.
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Adjusted General and Administrative Expense: Adjusted General and Administrative Expense represents General and Administrative Expense adjusted 
to reflect items such as (i) acquisition and restructuring related general and administrative expenses, and (ii) other exceptional or non-recurring 
general and administrative expenses, as applicable. The most directly comparable GAAP financial metric is General and Administrative Expense.

Adjusted Compensation and Benefits Expense Ratio: Adjusted Compensation and Benefits Expense Ratio represents the Adjusted Compensation and 
Benefits Expense as a percentage of total revenue. The most directly comparable GAAP financial metric is Compensation and Benefits Expense Ratio.

Adjusted General and Administrative Expense Ratio: Adjusted General and Administrative Expense Ratio represents the Adjusted General and 
Administrative Expense as a percentage of total revenue. The most directly comparable GAAP financial metric is General and Administrative Expense 
Ratio.

Adjusted EBITDAC: Adjusted EBITDAC is defined as Net Income before interest expense, income tax expense, depreciation, amortization, and change 
in contingent consideration, adjusted to reflect items such as (i) equity-based compensation, (ii) acquisition-related expenses, and (iii) other 
exceptional or non-recurring items, as applicable. The most directly comparable GAAP financial metric is Net Income.

Adjusted EBITDAC Margin: Adjusted EBITDAC Margin is defined as Adjusted EBITDAC as a percentage of total revenue. The most directly comparable 
GAAP financial metric is Net Income Margin.

Adjusted Net Income: Adjusted Net Income is tax-effected earnings before amortization and certain items of income and expense, gains and losses, 
equity-based compensation, acquisition-related expenses, and certain exceptional or non-recurring items. The Company will be subject to United 
States federal income taxes, in addition to state, local, and foreign taxes, with respect to our allocable share of any net taxable income of Ryan 
Specialty Group, LLC. For comparability purposes, this calculation incorporates the impact of federal and state statutory tax rates on 100% of our 
adjusted pre-tax income as if the Company owned 100% of Ryan Specialty Group, LLC. The most directly comparable GAAP financial metric is Net 
Income.

Adjusted Net Income Margin: Adjusted Net Income Margin is defined as Adjusted Net Income as a percentage of total revenue. The most directly 
comparable GAAP financial metric is Net Income Margin.

Adjusted Diluted Earnings per Share: Adjusted Diluted Earnings per Share is defined as Adjusted Net Income divided by diluted shares outstanding 
after adjusting for the effect of the exchange of 100% of the outstanding common units of New RSG Holdings, LLC (together with the shares of Class B 
common stock) into shares of Class A common stock and the effect of unvested equity awards. The most directly comparable GAAP financial metric is 
Diluted Earnings per Share. The reconciliation of the above non-GAAP measures to their most directly comparable GAAP financial measure is set forth 
in the reconciliation table accompanying this release.

With respect to the Organic Revenue Growth Rate and Adjusted EBITDAC Margin outlook presented in the ”Full Year 2021 Outlook” section of this 
press release, the Company is unable to provide a comparable outlook for, or a reconciliation to, Total Revenue Growth Rate or Net Income because it 
cannot provide a meaningful or accurate calculation or estimation of certain reconciling items without unreasonable effort. Its inability to do so is due 
to the inherent difficulty in forecasting the timing of items that have not yet occurred and quantifying certain amounts that are necessary for such 
reconciliation, including variations in effective tax rate, expenses to be incurred for acquisition activities and other one-time or exceptional items.
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Contacts:
 

Investor Relations
Noah Angeletti
SVP, Treasurer
Ryan Specialty Group
IR@ryansg.com
Phone: (312) 784-6152

Media Relations
Alice Phillips Topping
SVP, Chief Marketing & Communications Officer
Ryan Specialty Group
Alice.Topping@ryansg.com
Phone: (312) 635-5976
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Consolidated Statements of Income (Unaudited)
 

  
Three months ended

September 30,   
Nine months ended

September 30,  

(in thousands, except percentages)  2021   2020   2021   2020  
Revenue             

Net commissions and fees  $ 352,610   $ 236,683   $ 1,053,800   $ 689,833  

Fiduciary investment income   156    128    436    1,494  

Total revenue  $ 352,766   $ 236,811   $ 1,054,236   $ 691,327  

Expenses             

Compensation and benefits   286,538    162,981    737,825    461,094  

General and administrative   38,754    31,370    96,984    81,755  

Amortization   26,982    15,640    82,095    34,789  

Depreciation   1,179    1,029    3,601    2,658  

Change in contingent consideration   43    (35 )   2,356    997  

Total operating expenses  $ 353,496   $ 210,985   $ 922,861   $ 581,293  

Operating income (loss)  $ (730 )  $ 25,826   $ 131,375   $ 110,034  

Interest expense   21,193    10,859    60,224    26,295  

Income from equity method investment in 
     related party   176    326    610    413  

Other non-operating (loss)  income   (16,211 )   (1,574 )   (45,547 )   (4,066 )

Income (loss) before income taxes  $ (37,958 )  $ 13,719   $ 26,214   $ 80,086  

Income tax expense (benefit)   (5,368 )   2,923    (802 )   6,085  

Net income (loss)  $ (32,590 )  $ 10,796   $ 27,016   $ 74,001  

GAAP financial measures             

Revenue  $ 352,766   $ 236,811   $ 1,054,236   $ 691,327  

Compensation and benefits   286,538    162,981    737,825    461,094  

General and administrative   38,754    31,370    96,984    81,755  

Net Income (loss)  $ (32,590 )  $ 10,796   $ 27,016   $ 74,001  

Compensation and Benefits Expense Ratio   81.2 %   68.8 %   70.0 %   66.7 %

General and Administrative Expense Ratio   11.0 %   13.2 %   9.2 %   11.8 %

Net Income (loss) Margin   (9.2 )%   4.6 %   2.6 %   10.7 %

Earnings (loss) per Share  $ (0.16 )     $ (0.16 )    

Diluted Earnings (loss) per Share  $ (0.16 )     $ (0.16 )    
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Non-GAAP Financial Measures (unaudited)

  
Three months ended

September 30,   
Nine months ended

September 30,  

(in thousands, except percentages)  2021   2020   2021   2020  
Non-GAAP financial measures*             

Organic Revenue Growth Rate   28.9 %   13.6 %   25.6 %   19.8 %

Adjusted Compensation and Benefits 
     Expense  $ 212,590   $ 149,058   $ 625,452   $ 434,209  

Adjusted Compensation and Benefits Expense 
     Ratio   60.3 %   62.9 %   59.3 %   62.8 %

Adjusted General and Administrative Expense  $ 35,153   $ 20,393   $ 88,870   $ 65,366  

Adjusted General and Administrative Expense 
     Ratio   10.0 %   8.6 %   8.4 %   9.5 %

Adjusted EBITDAC  $ 105,023   $ 67,360   $ 339,914   $ 191,752  

Adjusted EBITDAC  Margin   29.8 %   28.4 %   32.2 %   27.7 %

Adjusted Net Income  $ 62,949   $ 41,664   $ 209,739   $ 121,261  

Adjusted Net Income Margin   17.8 %   17.6 %   19.9 %   17.5 %

Adjusted Diluted Earnings per Share  $ 0.24      $ 0.78     

 
 

9



 
Consolidated Statements of Financial Position (Unaudited – All balances presented in thousands, except unit and par value data)
 

  September 30, 2021   December 31, 2020  
ASSETS       

CURRENT ASSETS       
Cash and cash equivalents  $ 413,695   $ 312,651  
Commissions and fees receivable – net   171,862    177,699  
Fiduciary assets   1,916,585    1,978,152  
Prepaid incentives – net   7,738    8,842  
Other current assets   21,039    16,006  

Total current assets  $ 2,530,919   $ 2,493,350  
NON-CURRENT ASSETS       

Goodwill   1,223,957    1,224,196  
Other intangible assets   527,804    604,764  
Prepaid incentives – net   27,044    36,199  
Equity method investment in related party   47,087    47,216  
Property and equipment – net   15,034    17,423  
Lease right-of-use assets   80,295    93,941  
Deferred tax assets   395,805    -  
Other non-current assets   10,511    12,293  

Total non-current assets  $ 2,327,537   $ 2,036,032  
TOTAL ASSETS  $ 4,858,456   $ 4,529,382  

LIABILITIES, MEZZANINE EQUITY AND STOCKHOLDERS'/MEMBERS’ EQUITY       
CURRENT LIABILITIES       
Accounts payable and accrued liabilities   78,777    115,573  
Accrued compensation   335,923    349,558  
Operating lease liabilities   18,811    19,880  
Short-term debt and current portion of long-term debt   26,769    19,158  
Fiduciary liabilities   1,916,585    1,978,152  

Total current liabilities  $ 2,376,865   $ 2,482,321  
NON-CURRENT LIABILITIES       
Accrued compensation   —    69,121  
Operating lease liabilities   69,928    83,737  
Long-term debt   1,568,410    1,566,192  
Deferred tax liabilities   379    577  
Tax receivable agreement liabilities   282,470    -  
Other non-current liabilities   5,306    16,709  

Total non-current liabilities  $ 1,926,493   $ 1,736,336  
TOTAL LIABILITIES  $ 4,303,358   $ 4,218,657  
MEZZANINE EQUITY       

Preferred units ($1.00 par value; 0 issued and outstanding at September 30, 2021 and 260,000,000 issued and outstanding at December 
31, 2020)  $ —   $ 239,635  

STOCKHOLDERS'/MEMBERS’ EQUITY       
Members' interest   —    67,088  
Class A common stock ($0.001 par value; 1,000,000,000 shares authorized, 109,903,867 shares issued and outstanding at September 30, 
2021)   110    —  
Class B common stock ($0.001 par value; 1,000,000,000 shares authorized, 149,162,107 shares issued and outstanding at September 30, 
2021)   149    —  
Class X common stock ($0.001 par value; 10,000,000 shares authorized, 640,784 shares issued and 0 outstanding at September 30, 
2021)   —    —  
Preferred stock ($0.001 par value; 500,000,000 shares authorized, 0 shares issued and outstanding at September 30, 2021)   —    —  
Additional paid-in capital   327,805    —  
Accumulated deficit   (17,115 )   —  
Accumulated other comprehensive income   1,760    2,702  

Total stockholders' equity attributable to Ryan Specialty Group Holdings, Inc. /members’ equity  $ 312,709   $ 69,790  
Non-controlling interests   242,389    1,300  
Total stockholders'/members’ equity   555,098    71,090  

TOTAL LIABILITIES, MEZZANINE AND STOCKHOLDERS'/MEMBERS’ EQUITY  $ 4,858,456   $ 4,529,382  
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Consolidated Statements of Cash Flows (Unaudited)
 

  Nine months ended September 30,  
  2021   2020  

CASH FLOWS FROM OPERATING ACTIVITIES       
Net income  $ 27,016   $ 74,001  
Adjustments to reconcile net income to cash flows from (used for) operating
   activities:       

Loss (gain) from equity method investment   (610 )   (413 )
Amortization   82,095    34,789  
Depreciation   3,601    2,658  
Prepaid and deferred compensation expense   34,960    12,559  
Non-cash equity based compensation   46,877    6,355  
Amortization of deferred debt issuance costs   8,546    1,758  
Deferred income taxes   (5,860 )   (56 )
Loss on extinguishment of existing debt   8,634    1,708  
Change (net of acquisitions and divestitures) in:       

Commissions and fees receivable - net   6,004    17,669  
Accrued interest   602    19  
Other current assets and accrued liabilities   27,751    (121,565 )
Other non-current assets and accrued liabilities   (85,241 )   (27,218 )

Total cash flows provided by operating activities  $ 154,375   $ 2,264  
CASH FLOWS FROM INVESTING ACTIVITIES       

Cash paid for acquisitions - net of cash acquired   —    (808,546 )
Asset acquisitions   (343,158 )   (5,236 )
Prepaid incentives issued – net of repayments   4,136    (6,213 )
Equity method investment in related party   —    (23,500 )
Capital expenditures   (6,429 )   (10,596 )

Total cash flows used for investing activities  $ (345,451 )  $ (854,091 )
CASH FLOWS FROM FINANCING ACTIVITIES       

Contributions of members' equity and preferred equity   —    118,936  
Purchase of remaining interest in Ryan Re   (48,368 )   —  
Payment of contingent consideration   (4,495 )   —  
Equity repurchases from pre-IPO unitholders   (3,880 )   (44,957 )
Repurchase of preferred equity   (78,256 )   —  
Cash distribution to pre-IPO unitholders   (47,039 )   (45,705 )
Repayment of term debt   (12,375 )   (140,625 )
Repayment of unsecured promissory notes   (1,108 )   —  
Borrowing of term debt   —    1,650,000  
Repayment of subordinated notes   —    (25,000 )
Repayments on revolving credit facilities   —    (428,697 )
Finance lease and other costs paid   (108 )   230  
Debt issuance costs paid   (1,893 )   (70,484 )
Repurchase of Class A common stock in the IPO   (183,616 )   —  
Repurchase of pre-IPO LLC Units and payment of Alternative TRA Payments   (780,352 )   —  
Issuance of Class A common stock in the IPO, net of offering costs paid   1,455,184    —  

Total cash flows provided by financing activities  $ 293,694   $ 1,013,698  
Effect of changes in foreign exchange rates on cash and cash equivalents   (1,574 )   (1,095 )
NET CHANGE IN CASH AND CASH EQUIVALENTS  $ 101,044   $ 160,776  
CASH AND CASH EQUIVALENTS—Beginning balance  $ 312,651   $ 52,016  
CASH AND CASH EQUIVALENTS—Ending balance  $ 413,695   $ 212,792  

Supplemental cash flow information:       
Interest and financing costs paid  $ 51,050   $ 23,641  
Income taxes paid  $ 6,341   $ 5,811  
Issuance of Class A common stock in connection with Common Blocker Merger  $ 21   $ —  
Issuance of Class X common stock in connection with Common Blocker Merger  $ 1   $ —  
Exchange of Founders’ subordinated promissory notes for equity issued  $ —   $ (74,990 )
Preferred equity issued in exchange for Founders’ subordinated promissory notes  $ —   $ 74,270  
Common equity issued in exchange for Founders’ subordinated promissory notes  $ —   $ 7,661  
Loss on extinguishment of Founders’ subordinated promissory notes  $ —   $ (6,941 )
Common equity issued as consideration for business combination  $ —   $ 102,000  
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Net Commissions and Fees
 

  Three months ended September 30,        

(in thousands, except percentages)  2021   
% of
total   2020   

% of
total   Change  

Wholesale Brokerage  $ 229,146    65.0 %  $ 154,484    65.3 %  $ 74,662    48.3 %

Binding Authorities   52,795    15.0    36,130    15.3    16,665    46.1  

Underwriting Management   70,669    20.0    46,069    19.4    24,600    53.4  

Total Net commissions and fees  $ 352,610      $ 236,683      $ 115,927    49.0 %

 

  Nine months ended September 30,        

(in thousands, except percentages)  2021   
% of
total   2020   

% of
total   Change  

Wholesale Brokerage  $ 676,229    64.2 %  $ 460,706    66.8 %  $ 215,523    46.8 %
Binding Authorities   161,436    15.3    101,837    14.8    59,599    58.5  
Underwriting Management   216,135    20.5    127,290    18.4    88,845    69.8  
Total Net commissions and fees  $ 1,053,800      $ 689,833      $ 363,967    52.8 %
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Reconciliation of Organic Revenue Growth Rate to Total Revenue Growth Rate

  

  
Three months ended

September 30,  

  2021   2020  
Total Revenue Growth Rate (GAAP) (1)   49.0 %   22.4 %

Less: Mergers and Acquisitions (2)   (18.8 )   (9.8 )

Change in Other (3)   (1.3 )   1.0  

Organic Revenue Growth Rate (Non-GAAP)   28.9 %   13.6 %

 

(1) September 30, 2021 revenue of $352.8 million less September 30, 2020 revenue of $236.8 million is a $116.0 million period-over-period change. The change, $116.0 
million, divided by the September 30, 2020 revenue of $236.8 million is a total revenue change of 49.0%. September 30, 2020 revenue of $236.8 million less September 30, 
2019 revenue of $193.5 million is a $43.3 million period-over-period change. The change, $43.3 million, divided by the September 30, 2019 revenue of $193.5 million is a total 
revenue change of 22.4%. Refer to “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in the Company’s 10-Q for the third quarter of 
2021 to be filed with the SEC (the “10-Q”) for further details.

(2) The mergers and acquisitions adjustment excludes net commission and fees revenue generated during the first 12 months following an acquisition. The total 
adjustment for the three months ended September 30, 2021 and three months ended September 30, 2020 was $44.4 million and $19.0 million, respectively.

(3) The other adjustments exclude the period-over-period change in contingent commissions, fiduciary investment income, and foreign exchange rates. The total 
adjustment for the three months ended September 30, 2021 and three months ended September 30, 2020 was $2.9 million and $1.9 million, respectively.

  

  
Nine months ended

September 30,  

  2021   2020  
Total Revenue Growth Rate (GAAP) (1)   52.5 %   26.8 %

Less: Mergers and Acquisitions (2)   (26.7 )   (7.5 )

Change in Other (3)   (0.2 )   0.5  

Organic Revenue Growth Rate (Non-GAAP)   25.6 %   19.8 %

(1) September 30, 2021 revenue of $1,054.2 million less September 30, 2020 revenue of $691.3 million is a $362.9 million year-over-year change. The change, $362.9 
million, divided by the September 30, 2020 revenue of $691.3 million is a total revenue change of 52.5%. September 30, 2020 revenue of $691.3 million less September 30, 
2019 revenue of $545.3 million is a $146.1 million year-over-year change. The change, $146.1 million, divided by the September 30, 2019 revenue of $545.3 million is a total 
revenue change of 26.8%. Refer to “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in the 10-Q for further details.

(2) The mergers and acquisitions adjustment excludes net commission and fees revenue generated during the first 12 months following an acquisition. The total 
adjustment for the nine months ended September 30, 2021 and nine months ended September 30, 2020 was $184.4 million and $40.6 million, respectively. 

(3) The other adjustments exclude the year-over-year change in contingent commissions, fiduciary investment income, and foreign exchange rates. The total adjustment 
for the nine months ended September 30, 2021 and 2020 was $1.2 million and $3.2 million, respectively.
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Reconciliation of Adjusted Compensation and Benefits Expense to Compensation and Benefits Expense

  
Three months ended

September 30,  

(in thousands, except percentages)  2021   2020  
Total Revenue  $ 352,766   $ 236,811  

Compensation and Benefits Expense  $ 286,538   $ 162,981  

Acquisition-related expense   —    (2,811 )

Acquisition related long-term incentive compensation   (10,333 )   (3,419 )

Restructuring and related expense   (895 )   (3,301 )

Amortization and expense related to discontinued prepaid incentives   (1,759 )   (1,974 )

Equity-based compensation   (3,371 )   (2,422 )

Discontinued programs expense   —    4  

Initial public offering related expense   (57,590 )   —  

Adjusted Compensation and Benefits Expense (1)  $ 212,590   $ 149,058  

Compensation and Benefits Expense Ratio (2)   81.2 %   68.8 %

Adjusted Compensation and Benefits Expense Ratio (3)   60.3 %   62.9 %

(1) Adjustments to Compensation and Benefits Expense are described in the footnotes of the reconciliation of Adjusted EBITDAC to Net Income in “Reconciliation of 
Adjusted EBITDAC to Net Income.”

(2) Compensation and Benefits Expense Ratio is Compensation and Benefits Expense as a percentage of total revenue.

(3) Adjusted Compensation and Benefits Expense Ratio is Adjusted Compensation and Benefits Expense as a percentage of total revenue.

  
Nine months ended

September 30,  

(in thousands, except percentages)  2021   2020  
Total Revenue  $ 1,054,236   $ 691,327  

Compensation and Benefits Expense  $ 737,825   $ 461,094  

Acquisition-related expense   —    (4,423 )

Acquisition related long-term incentive compensation   (28,837 )   (4,483 )

Restructuring and related expense   (9,246 )   (3,301 )

Amortization and expense related to discontinued prepaid incentives   (5,441 )   (7,037 )

Equity-based compensation   (11,259 )   (7,153 )

Discontinued programs expense   —    (488 )

Initial public offering related expense   (57,590 )   —  

Adjusted Compensation and Benefits Expense (1)  $ 625,452   $ 434,209  

Compensation and Benefits Expense Ratio (2)   70.0 %   66.7 %

Adjusted Compensation and Benefits Expense Ratio (3)   59.3 %   62.8 %

(1) Adjustments to Compensation and Benefits Expense are described in the footnotes of the reconciliation of Adjusted EBITDAC to Net Income in “Reconciliation of 
Adjusted EBITDAC to Net Income.”

(2) Compensation and Benefits Expense Ratio is Compensation and Benefits Expense as a percentage of total revenue.

(3) Adjusted Compensation and Benefits Expense Ratio is Adjusted Compensation and Benefits Expense as a percentage of total revenue.
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Reconciliation of Adjusted General and Administrative Expense to General and Administrative Expense

  
Three months ended

September 30,  

(in thousands, except percentages)  2021   2020  

Total Revenue  $ 352,766   $ 236,811  

General and Administrative Expense  $ 38,754   $ 31,370  

Acquisition-related expense   (106 )   (9,792 )

Restructuring and related expense   (2,465 )   (397 )

Discontinued programs expense   —    (698 )

Other non-recurring expense   —    (90 )

Initial public offering related expense   (1,030 )   —  

Adjusted General and Administrative Expense (1)  $ 35,153   $ 20,393  

General and Administrative Expense Ratio (2)   11.0 %   13.2 %

Adjusted General and Administrative Expense Ratio (3)   10.0 %   8.6 %

(1) Adjustments to General and Administrative Expense are described in the footnotes of the reconciliation of Adjusted EBITDAC to Net Income in “Reconciliation of 
Adjusted EBITDAC to Net Income.”

(2) General and Administrative Expense Ratio is General and Administrative Expense as a percentage of total revenue.

(3) Adjusted General and Administrative Expense Ratio is Adjusted General and Administrative Expense as a percentage of total revenue.

  
Nine months ended

September 30,  

(in thousands, except percentages)  2021   2020  
Total Revenue  $ 1,054,236   $ 691,327  

General and Administrative Expense  $ 96,984   $ 81,755  

Acquisition-related expense   (2,128 )   (13,783 )

Restructuring and related expense   (4,286 )   (1,822 )

Discontinued programs expense   —    (601 )

Other non-recurring expense   (354 )   (183 )

Initial public offering related expense   (1,346 )   —  

Adjusted General and Administrative Expense (1)  $ 88,870   $ 65,366  

General and Administrative Expense Ratio (2)   9.2 %   11.8 %

Adjusted General and Administrative Expense Ratio (3)   8.4 %   9.5 %

(1) Adjustments to General and Administrative Expense are described in the footnotes of the reconciliation of Adjusted EBITDAC to Net Income in “Reconciliation of 
Adjusted EBITDAC to Net Income.”

(2) General and Administrative Expense Ratio is General and Administrative Expense as a percentage of total revenue.

(3) Adjusted General and Administrative Expense Ratio is Adjusted General and Administrative Expense as a percentage of total revenue.
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Reconciliation of Adjusted EBITDAC to Net Income

  
Three months ended

September 30,  

(in thousands, except percentages)  2021   2020  
Total Revenue  $ 352,766   $ 236,811  

Net Income (loss)  $ (32,590 )  $ 10,796  

Interest expense   21,193    10,859  

Income tax expense (benefit)   (5,368 )   2,923  

Depreciation   1,179    1,029  

Amortization   26,982    15,640  

Change in contingent consideration   43    (35 )

EBITDAC  $ 11,439   $ 41,212  

Acquisition-related expense (1)   106    12,603  

Acquisition related long-term incentive compensation (2)   10,333    3,419  

Restructuring and related expense (3)   3,360    3,698  

Amortization and expense related to discontinued prepaid incentives (4)   1,759    1,974  

Other non-operating loss (income) (5)   16,211    1,574  

Equity-based compensation (6)   3,371    2,422  

Discontinued programs expense (7)   —    694  

Other non-recurring expense (8)   —    90  

IPO related expenses (9)   58,620    —  

(Income) from equity method investments in related party   (176 )   (326 )

Adjusted EBITDAC (10)  $ 105,023   $ 67,360  

Net Income (loss) Margin (11)   (9.2 )%   4.6 %

Adjusted EBITDAC Margin (12)   29.8 %   28.4 %

(1) Acquisition-related expense includes diligence, transaction-related, and integration costs. Compensation and benefits expenses were $2.8 million for the three months 
ended September 30, 2020, while General and administrative expenses contributed to $0.1 million and $9.8 million of the acquisition-related expense for the three months 
ended September 30, 2021 and 2020, respectively.

(2) Acquisition related long-term incentive compensation arises from long-term incentive plans associated with acquisitions.

(3) Restructuring and related expense consists of compensation and benefits of $0.9 million and $3.3 million for the three months ended September 30, 2021 and 2020, 
respectively, and General and administrative costs including occupancy and professional services fees of $2.5 million and $0.4 million for the three months ended September 
30, 2021 and 2020, respectively, related to the Restructuring Plan. The compensation and benefits expense includes severance as well as employment costs related to 
services rendered between the notification and termination dates. See the 10-Q, Unaudited Note 5. Restructuring. The remaining costs that preceded the Restructuring Plan 
were associated with organizational design, other severance, and non-recurring lease costs.

(4) Amortization and expense related to discontinued prepaid incentive programs – see the 10-Q, Unaudited Note 15. Employee Benefit Plans, Prepaid and Long-Term 
Incentives.

(5) Other non-operating loss (income) includes the change in fair value of the embedded derivatives on the redeemable Class B preferred units. This change in fair value of 
$16.2 million is due to the occurrence of a Realization Event in the third quarter, which is defined as a Qualified Public Offering or a Sale Transaction in the Onex Purchase 
Agreement. See the 10-Q, Unaudited Note 11, Redeemable Preferred Units. For the three months ended September 30, 2020, non-operating loss (income) includes the 
change in fair value of interest rate swaps which were discontinued in 2020.

(6) Equity-based compensation reflects non-cash equity-based expense.

(7) Discontinued programs expense includes $0.1 million of General and administrative expense for the three months ended September 30, 2020. Compensation and 
benefits expense was $0.0 million for the three months ended September 30, 
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2020. These costs were associated with concluding specific programs that are no longer core to our business. This adjustment also includes $0.6 million related to 
additional cancellation activity associated with these programs in the three months ended September 30, 2020.

(8) Other non-recurring items include one-time professional services costs associated with term debt repricing, and one-time non-income tax charges and tax and 
accounting consultancy costs associated with potential structure changes.

(9) Initial public offering related expenses includes $1.0 million of General and administrative expense associated with the preparations for Sarbanes-Oxley compliance, tax 
and accounting advisory services on IPO-related structure changes, and Compensation-related expense of $57.6 million for the three months ended September 30, 2021 
related to the revaluation of existing equity awards at IPO as well as initial period expense for new awards issued at IPO.

(10) Consolidated Adjusted EBITDAC does not reflect a deduction for the Adjusted EBITDAC associated with the non-controlling interest in Ryan Re.

(11) Net Income Margin is Net Income as a percentage of total revenue.

(12) Adjusted EBITDAC margin is Adjusted EBITDAC as a percentage of total revenue.

  

 
 Nine months ended

September 30,  

(in thousands, except percentages)  2021   2020  
Total Revenue  $ 1,054,236   $ 691,327  

Net Income  $ 27,016   $ 74,001  

Interest expense   60,224    26,295  

Income tax expense (benefit)   (802 )   6,085  

Depreciation   3,601    2,658  

Amortization   82,095    34,789  

Change in contingent consideration   2,356    997  

EBITDAC  $ 174,490   $ 144,825  

Acquisition-related expense (1)   2,128    18,206  

Acquisition related long-term incentive compensation (2)   28,837    4,483  

Restructuring and related expense (3)   13,532    5,123  

Amortization and expense related to discontinued prepaid incentives (4)   5,441    7,037  

Other non-operating loss (income) (5)   45,547    4,066  

Equity-based compensation (6)   11,259    7,153  

Discontinued programs expense (7)   —    1,089  

Other non-recurring expense (8)   354    183  

IPO related expenses (9)   58,936    —  

(Income) from equity method investments in related party   (610 )   (413 )

Adjusted EBITDAC (10)  $ 339,914   $ 191,752  

Net Income Margin (11)   2.6 %   10.7 %

Adjusted EBITDAC Margin (12)   32.2 %   27.7 %

(1) Acquisition-related expense includes diligence, transaction-related, and integration costs. Compensation and benefits expenses were $4.4 million for the nine months 
ended September 30, 2020, while General and administrative expenses contributed to $2.1 million and $13.8 million of the acquisition-related expense for the nine months 
ended September 30, 2021 and 2020, respectively. 

(2) Acquisition related long-term incentive compensation arises from long-term incentive plans associated with acquisitions

(3) Restructuring and related expense consists of compensation and benefits of $9.2 million and $3.3 million for the nine months ended September 30, 2021 and 2020, 
respectively, and General and administrative costs including occupancy and professional services fees of $4.3 million and $1.8 million for the nine months ended September 
30, 2021 and 2020, respectively, related to the Restructuring Plan. The compensation and benefits expense includes severance as well as 
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employment costs related to services rendered between the notification and termination dates. See the 10-Q, Unaudited Note 5. Restructuring. The remaining costs 
that preceded the Restructuring Plan were associated with organizational design, other severance, and non-recurring lease costs.

(4) Amortization and expense related to discontinued prepaid incentive programs – see the 10-Q, Unaudited Note 15. Employee Benefit Plans, Prepaid and Long-Term 
Incentives.

(5) Other non-operating loss (income) includes the change in fair value of the embedded derivatives on the redeemable Class B preferred units. This change in fair value of 
$36.9 million is due to the occurrence of a Realization Event in the third quarter, which is defined as a Qualified Public Offering or a Sale Transaction in the Onex Purchase 
Agreement. See the 10-Q, Unaudited Note 11, Redeemable Preferred Units. For the nine months ended September 30, 2021, non-operating loss (income) includes costs 
associated with the extinguishment of a portion of our deferred debt issuance costs on the term debt. For the nine months ended September 30, 2020, non-operating loss 
(income) includes the change in fair value of interest rate swaps which were discontinued in 2020.

(6) Equity-based compensation reflects non-cash equity-based expense.

(7) Discontinued programs expense includes $0.3 million of General and administrative expense for the nine months ended September 30, 2020. Compensation and 
benefits expense was $0.5 million for the nine months ended September 30, 2020. These costs were associated with concluding specific programs that are no longer core to 
our business. This adjustment also includes $0.3 million related to additional cancellation activity associated with these programs in the nine months ended September 30, 
2020.

(8) Other non-recurring items include one-time professional services costs associated with term debt repricing, and one-time non-income tax charges and tax and 
accounting consultancy costs associated with potential structure changes.

(9) Initial public offering related expenses includes $1.3 million of General and administrative expense associated with the preparations for Sarbanes- Oxley compliance, 
tax and accounting advisory services on IPO-related structure changes, and Compensation-related expense of $57.6 million for the nine months ended September 30, 2021 
related to the revaluation of existing equity awards at IPO as well as initial period expense for new awards issued at IPO.

(10) Consolidated Adjusted EBITDAC does not reflect a deduction for the Adjusted EBITDAC associated with the non-controlling interest in Ryan Re.

(11) Net Income Margin is Net Income as a percentage of total revenue.

(12) Adjusted EBITDAC margin is Adjusted EBITDAC as a percentage of total revenue.

 

 
18



 
Reconciliation of Adjusted Net Income to Net Income

  

  
Three months ended

September 30,  

(in thousands, except percentages)  2021   2020  
Total Revenue  $ 352,766   $ 236,811  

Net Income (loss)  $ (32,590 )  $ 10,796  

Income tax expense (benefit)   (5,368 )   2,923  

Amortization   26,982    15,640  

Amortization of deferred issuance costs (1)   2,777    1,070  

Change in contingent consideration   43    (35 )

Acquisition-related expense (2)   106    12,603  

Acquisition related long-term incentive compensation (3)   10,333    3,419  

Restructuring expense (4)   3,360    3,698  

Amortization and expense related to discontinued prepaid incentives (5)   1,759    1,974  

Other non-operating loss (income) (6)   16,211    1,574  

Equity-based compensation (7)   3,371    2,422  

Discontinued programs expense (8)   —    694  

Other non-recurring expense (9)   —    90  

IPO related expenses (10)   58,620    —  

(Income) / loss from equity method investments in related party   (176 )   (326 )

Adjusted Income before Income Taxes  $ 85,428   $ 56,542  

Adjusted tax expense (11)   (22,479 )   (14,878 )

Adjusted Net Income (12)  $ 62,949   $ 41,664  

Net Income (loss) Margin (13)   (9.2 )%   4.6 %

Adjusted Net Income Margin (14)   17.8 %   17.6 %

(1) Interest Expense includes amortization of deferred issuance costs.

(2) Acquisition-related expense includes diligence, transaction-related, and integration costs. Compensation and benefits expenses were $2.8 million for the three months 
ended September 30, 2020, while General and administrative expenses contributed to $0.1 million and $9.8 million of the acquisition-related expense for the three months 
ended September 30, 2021 and 2020, respectively.

(3) Acquisition related long-term incentive compensation arises from long-term incentive plans associated with acquisitions.

(4) Restructuring and related expense consists of compensation and benefits of $0.9 million and $3.3 million for the three months ended September 30, 2021 and 2020, 
respectively, and General and administrative costs including occupancy and professional services fees of $2.5 million and $0.4 million for the three months ended September 
30, 2021 and 2020, respectively, related to the Restructuring Plan. The compensation and benefits expense includes severance as well as employment costs related to 
services rendered between the notification and termination dates. See the 10-Q, Unaudited Note 5, Restructuring. The remaining costs that preceded the Restructuring Plan 
were associated with organizational design, other severance, and non-recurring lease costs.

(5) Amortization and expense related to discontinued prepaid incentive programs—see the 10-Q, Unaudited Note 15, Employee Benefit Plans, Prepaid and Long-Term 
Incentives.

(6) Other non-operating loss (income) includes the change in fair value of the embedded derivatives on the redeemable Class B preferred units. This change in fair value of 
$16.2 million is due to the occurrence of a Realization Event in the third quarter, which is defined as a Qualified Public Offering or a Sale Transaction in the Onex Purchase 
Agreement. See the 10-Q, Unaudited Note 11, Redeemable Preferred Units. For the three months ended September 30, 2020, non-operating loss (income) includes the 
change in fair value of interest rate swaps which were discontinued in 2020.

(7) Equity-based compensation reflects non-cash equity-based expense.
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(8) Discontinued programs expense includes $0.1 million of General and administrative expense for the three months ended September 30, 2020. Compensation and 
benefits expense was $0.0 million for the three months ended September 30, 2020. These costs were associated with concluding specific programs that are no longer core to 
our business. This adjustment also includes $0.6 million related to additional cancellation activity associated with these programs in the three months ended September 30, 
2020.

(9) Other non-recurring items include one-time professional services costs associated with term debt repricing, and one-time non-income tax charges and tax and 
accounting consultancy costs associated with potential structure changes.

(10) Initial public offering related expenses includes $1.0 million of General and administrative expense associated with the preparations for Sarbanes-Oxley compliance, tax 
and accounting advisory services on IPO-related structure changes, and Compensation-related expense of $57.6 million for the three months ended September 30, 2021 
related to the revaluation of existing equity awards at IPO as well as initial period expense for new awards issued at IPO.

(11) Ryan Specialty Group Holdings, Inc. will be subject to United States federal income taxes, in addition to state, local, and foreign taxes, with respect to our allocable 
share of any net taxable income of Ryan Specialty Group, LLC. For comparability purposes, this calculation of adjusted tax expense incorporates the impact of federal and 
state statutory tax rates on 100% of our adjusted pre-tax income as if the Company owned 100% of Ryan Specialty Group, LLC.

(12) Consolidated Adjusted Net Income does not reflect a deduction for the Adjusted Net Income associated with the non-controlling interest in Ryan Re.

(13) Net Income Margin is Net Income as a percentage of total revenue.

(14) Adjusted Net Income Margin is Adjusted Net Income as a percentage of total revenue.

  

  
Nine months ended

September 30,  
(in thousands, except percentages)  2021   2020  
Total Revenue  $ 1,054,236   $ 691,327  

Net Income  $ 27,016   $ 74,001  

Income tax expense (benefit)   (802 )   6,085  

Amortization   82,095    34,789  

Amortization of deferred issuance costs (1)   8,546    1,763  

Change in contingent consideration   2,356    997  

Acquisition-related expense (2)   2,128    18,206  

Acquisition related long-term incentive compensation (3)   28,837    4,483  

Restructuring expense (4)   13,532    5,123  

Amortization and expense related to discontinued prepaid incentives (5)   5,441    7,037  

Other non-operating loss (income) (6)   45,547    4,066  

Equity-based compensation (7)   11,259    7,153  

Discontinued programs expense (8)   —    1,089  

Other non-recurring items (9)   354    183  

IPO related expenses (10)   58,936    —  

(Income) / loss from equity method investments in related party   (610 )   (413 )

Adjusted Income before Income Taxes  $ 284,635   $ 164,562  

Adjusted tax expense (11)   (74,896 )   (43,301 )

Adjusted Net Income (12)  $ 209,739   $ 121,261  

Net Income Margin (13)   2.6 %   10.7 %

Adjusted Net Income Margin (14)   19.9 %   17.5 %

(1) Interest Expense includes amortization of deferred issuance costs.

(2) Acquisition-related expense includes diligence, transaction-related, and integration costs. Compensation and benefits expenses were $4.4 million for the nine months 
ended September 30, 2020, while General and administrative expenses 
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contributed to $2.1 million and $13.8 million of the acquisition-related expense for the nine months ended September 30, 2021 and 2020, respectively.

(3) Acquisition related long-term incentive compensation arises from long-term incentive plans associated with acquisitions.

(4) Restructuring and related expense consists of compensation and benefits of $9.2 million and $3.3 million for the nine months ended September 30, 2021 and 2020, 
respectively, and General and administrative costs including occupancy and professional services fees of $4.3 million and $1.8 million for the nine months ended September 
30, 2021 and 2020, respectively, related to the Restructuring Plan. The compensation and benefits expense includes severance as well as employment costs related to 
services rendered between the notification and termination dates. See the 10-Q, Unaudited Note 5, Restructuring. The remaining costs that preceded the Restructuring Plan 
were associated with organizational design, other severance, and non-recurring lease costs.

(5) Amortization and expense related to discontinued prepaid incentive programs—see the 10-Q, Unaudited Note 15, Employee Benefit Plans, Prepaid and Long-Term 
Incentives in the consolidated financial statements.

(6) Other non-operating loss (income) includes the change in fair value of the embedded derivatives on the redeemable Class B preferred units. This change in fair value of 
$36.9 million is due to the occurrence of a Realization Event in the third quarter, which is defined as a Qualified Public Offering or a Sale Transaction in the Onex Purchase 
Agreement. See the 10-Q, Unaudited Note 11, Redeemable Preferred Units. For the nine months ended September 30, 2021, non-operating loss (income) includes costs 
associated with the extinguishment of a portion of our deferred debt issuance costs on the term debt. For the nine months ended September 30, 2020, non-operating loss 
(income) includes the change in fair value of interest rate swaps which were discontinued in 2020.

(7) Equity-based compensation reflects non-cash equity-based expense.

(8) Discontinued programs expense includes $0.3 million of General and administrative expense for the nine months ended September 30, 2020. Compensation and 
benefits expense was $0.5 million for the nine months ended September 30, 2020. These costs were associated with concluding specific programs that are no longer core to 
our business. This adjustment also includes $0.3 million related to additional cancellation activity associated with these programs in the nine months ended September 30, 
2020

(9) Other non-recurring items include one-time professional services costs associated with term debt repricing, and one-time non-income tax charges and tax and 
accounting consultancy costs associated with potential structure changes.

(10) Initial public offering related expenses includes $1.3 million of General and administrative expense associated with the preparations for Sarbanes-Oxley compliance, tax 
and accounting advisory services on IPO-related structure changes, and Compensation-related expense of $57.6 million for the nine months ended September 30, 2021 
related to the revaluation of existing equity awards at IPO as well as initial period expense for new awards issued at IPO.

(11) Ryan Specialty Group Holdings, Inc. will be subject to United States federal income taxes, in addition to state, local, and foreign taxes, with respect to our allocable 
share of any net taxable income of Ryan Specialty Group, LLC. For comparability purposes, this calculation of adjusted tax expense incorporates the impact of federal and 
state statutory tax rates on 100% of our adjusted pre-tax income as if the Company owned 100% of Ryan Specialty Group, LLC.

(12) Consolidated Adjusted Net Income does not reflect a deduction for the Adjusted Net Income associated with the non-controlling interest in Ryan Re.

(13) Net Income Margin is Net Income as a percentage of total revenue.

(14) Adjusted Net Income Margin is Adjusted Net Income as a percentage of total revenue.

 
21



 
Reconciliation of Adjusted Diluted Earnings per Share to Diluted Earnings per Share

  Three months ended September 30, 2021  
     Adjustments     
 

  U.S. GAAP   

 Plus: Net income (loss) 
attributable to RSG LLC 

before the 
Organizational 
Transactions   

 Plus: Impact of all LLC 
Common Units 

exchanged for Class A 
shares

(1)   

 Plus: Adjustments 
to Adjusted Net 

Income
(2)    

 Plus: Dilutive 
impact of 

unvested equity 
awards

(3)    

 Adjusted Diluted 
Earnings per 

Share  
Numerator:                   
Net income (loss) attributable to Class 
A common shareholders- diluted  $ (17,115 )  $ 15,781   $ (31,256 )  $ 95,539   $ —   $ 62,949  
Denominator:                   
Weighted-average shares of Class A 
common stock outstanding- diluted   105,309,406    —    142,727    —    19,684    105,471,817  
Net income (loss) per 
share of Class A 
common stock- diluted  $ (0.00 )  $ 0.00   $ (0.00 )  $ 0.00   $ (0.00 )  $ 0.00  

(1) For comparability purposes, this calculation incorporates the net income (loss) and weighted average shares of Class A common stock that would be outstanding if all 
LLC Common Units (together with shares of Class B common stock) were exchanged for shares of Class A common stock. 

(2) Adjustments to Adjusted Net Income are described in the footnotes of the reconciliation of Adjusted Net Income to Net Income in "Adjusted Net Income and Adjusted 
Net Income Margin".

(3) For comparability purposes and to be consistent with the treatment of the adjustments to arrive at Adjusted Net Income, the dilutive effect of unvested equity awards 
is calculated using the treasury stock method as if the weighted average unrecognized cost associated with the awards was $0 over the period, less any unvested equity 
awards determined to be dilutive within the Diluted Loss Per Share calculation disclosed in Note 13, Loss Per Share of the unaudited quarterly consolidated financial 
statements.

  Nine months ended September 30, 2021  
     Adjustments     
 

  U.S. GAAP   

 Plus: Net income (loss) 
attributable to RSG LLC 

before the 
Organizational 
Transactions   

 Plus: Impact of all LLC 
Common Units 

exchanged for Class A 
shares

(1)   

 Plus: Adjustments 
to Adjusted Net 

Income
(2)    

 Plus: Dilutive 
impact of 

unvested equity 
awards

(3)    

 Adjusted Diluted 
Earnings per 

Share  
Numerator:                   
Net income (loss) attributable to Class 
A common shareholders- diluted  $ (17,115 )  $ 75,387   $ (31,256 )  $ 182,723   $ —   $ 209,739  
Denominator:                   
Weighted-average shares of Class A 
common stock outstanding- diluted   105,309,406    —    142,727    —    19,684    105,471,817  
Net income (loss) per 
share of Class A 
common stock- diluted  $ (0.00 )  $ 0.00   $ (0.00 )  $ 0.00   $ (0.00 )  $ 0.00  

(1) For comparability purposes, this calculation incorporates the net income (loss) and weighted average shares of Class A common stock that would be outstanding if all 
LLC Common Units (together with shares of Class B common stock) were exchanged for shares of Class A common stock. 

(2) Adjustments to Adjusted Net Income are described in the footnotes of the reconciliation of Adjusted Net Income to Net Income in "Adjusted Net Income and Adjusted 
Net Income Margin".
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(3) For comparability purposes and to be consistent with the treatment of the adjustments to arrive at Adjusted Net Income, the dilutive effect of unvested equity awards 
is calculated using the treasury stock method as if the weighted average unrecognized cost associated with the awards was $0 over the period, less any unvested equity 
awards determined to be dilutive within the Diluted Loss Per Share calculation disclosed in Note 13, Loss Per Share of the unaudited quarterly consolidated financial 
statements.
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P R E S E N T A T I O N
 
 
Operator
 
Welcome to the Ryan Specialty Group Third Quarter 2021 Earnings Call. 
 
Please note this conference is being recorded.
 
I will now turn the call over to your host, Noah Angeletti.
 
Noah Angeletti
 
Thank you, Operator. 
 
Good afternoon, and welcome to Ryan Specialty Group Holdings Third Quarter 2021 Earnings Call. 
 
This afternoon, the Company released its financial results for the quarter ended September 30, 2021. The earnings release is available on the Investors section 
of the Company's website at ryansg.com.
 
I would like to remind everyone that certain statements made during this call are not based on historical information and may constitute forward-looking 
statements. Any statements that refer to projections, forecasts or other characterization of future plans, events or circumstances, including any underlying 
assumptions, are forward-looking statements. These statements are based on Management's current expectations and beliefs and are subject to a number of 
trends and uncertainties that could cause actual results to differ materially from those described in the forward-looking statements. 
 
I refer you to the Company's filings made with the SEC for a more detailed discussion of the risk factors that could cause actual results, levels of activity, 
performance or achievements to differ materially from those expressed or implied in any forward-looking statements made today. The Company undertakes no 
duty to update any forward-looking statements that may be made during course of this call, except as required by law.
 
Additionally, certain non-GAAP financial measures will be discussed on this call. Our presentation of this information is not intended to be considered in isolation 
or as a substitute for the financial information presented in accordance with GAAP. Reconciliations of these non-GAAP financial measures to the most closely 
comparable measures prepared in accordance with GAAP are included in our earnings release which is available in the Investors section of the Company's 
website at ryansg.com.
 
With that, I'd now like to turn the call over to the Founder, Chairman and Chief Executive Officer of Ryan Specialty Group, Pat Ryan.
 
Patrick Ryan
 
Good afternoon, everyone. Thank you for joining us on our Third Quarter 2021 Earnings Conference Call. 
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In today's call, I will provide a brief overview of the quarter and our differentiated business model. Our President, Tim Turner, will then give an update on each of 
our three specialties. Finally, our CFO, Jeremiah Bickham, will walk you through the details of the quarter and then we'll open it up for Q&A.
 
We had an excellent quarter, which was our first quarter as a public company and a testament to our great team. We executed well in all facets of our business 
and grew our top line by nearly 50%. The majority of that growth was accomplished organically. This type of organic growth rate is seldom seen in the industry 
and is clear evidence of the differentiated value that the Ryan Specialty platform provides to its new and existing clients. 
 
Our team continues to demonstrate its talent and expertise to deliver critical solutions to our trading partners in placing these complex risks. It's vital to be a 
subject matter expert and specialize in the product, the industry, or both, and for us, that expertise is evident in our wholesale and our delegated underwriting 
authority specialties. 
 
We also continued to grow our bottom line, leading to another quarter of strong Adjusted EBITDAC and expanding margins compared to the prior year period. 
We have a firm handle on our business. We continue to be the destination of choice with the best talent in our industry. We're in a prime position to sustainably 
grow Ryan Specialty at an impressive pace for years to come. 
 
As we near the end of 2021, we continue to see strong trends in our industry 
 
The Sixty-five-plus billion dollar E&S market continues to expand faster than the admitted market as the complexity of risks continues to grow. This requires 
experience and knowledgeable producers and underwriters to guide clients with innovative and customized solutions. That's our power alley. Innovation is in our 
DNA and provides us with a long-term opportunity to grow both sustainably and profitably.
 
Pricing in the E&S market remains firm and resilient. As a reminder, our model is built to outperform in any pricing environment. 
 
Retail broker panels and delegated underwriting authority remain fragmented to a very large extent and a significant amount of consolidation is yet to occur. This 
will lead to a continued movement by retailers toward a singular solution for the E&S needs, which we are well positioned to serve. 
 
And our pipeline for M&A remains robust, and we continue to have productive conversations with potential targets to add to our platform.  We will remain very 
active but disciplined with respect to M&A and we'll execute only when the opportunity is right. 
 
Our independent whole service model, scale distribution platform and deep bench of experts gives us a clear advantage compared to our competition. We 
believe we have the most comprehensive product access, underwriting knowledge, and extensive distribution network for both retail insurance brokers and 
carriers. This has enabled us to become the preferred and trusted partner for 97 of the top 100 retail insurance brokers in the country.
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Notably, we continue to prioritize our recruitment, development and retention of the top talent in the industry. We constantly recruit the most talented individuals 
to join Ryan Specialty, empower them to contribute diverse perspectives and thought leadership, and enable them to become an integral part of our winning 
culture. As a result, they have incredible opportunities to succeed and are very well rewarded for their contributions. Looking ahead, our growth plans remain 
firmly intact and we're well positioned to execute on that. 
 
As I noted on our prior call, we will continue to methodically invest in our growth and ensure Ryan Specialty remains the destination of choice for industry's top 
tier talent. We will continue to lead with innovation, to meet the ever changing needs of the market. We will continue to expand and deepen our relationships 
with our current clients as well as to continue to win new clients. We will further enhance our future organic growth capabilities by executing strategically and 
prudently on M&A.
 
In summary, I'm very proud of our team's tremendous efforts in the third quarter. Our dedication, empowered by our winning culture, has clearly contributed to 
our positive performance results and continues to validate our business model and our value proposition to our trading partners. I remain very excited for the 
future growth of our Company and our ability to continue to deliver long-term value for our Shareholders.
 
With that, now I'm very pleased to turn the call over to our President, Tim Turner. 
 
Tim.
 
Timothy Turner
 
Thank you very much, Pat. 
 
As Pat highlighted, we had an outstanding quarter and our success was broad-based across our three specialties. Our Wholesale Brokerage Specialty is where 
we distribute a wide range and diversified mix of specialty insurance products, and solutions from insurance carriers to retail brokerage firms. We experienced 
solid growth across property and casualty lines and especially in professional liability lines of business. This growth was driven by our continued strong 
performance in this prolonged hard market combined with an increasing flow of business into the E&S channel.
 
At our Binding Authority Specialty, we continue to see strong growth within our small commercial lines of business. In addition, on our prior call, we noted the 
tremendous opportunity to address the highly fragmented delegated authority market where both M&A and panel consolidation are in their very early stages. For 
decades, companies that delegated binding authority did so on a state-by-state or geographical basis, which created thousands of binding authorities all over 
the country. This was a very inefficient model for retail brokers. 
 
Now that we can much more easily accumulate and analyze data, that inefficiency has become more evident than ever, and we view the consolidation of these 
fragmented binding authorities and intermediaries as inevitable. With the addition of All Risks last year, we now have a more robust infrastructure and an 
enhanced talent base for delegated underwriting authority firmly in place. Now we just need to continue to execute, just as we've done every day. 

3
ViaVid has made considerable efforts to provide an accurate transcription. There may be material errors, omissions, or inaccuracies in the reporting of the substance of the conference call. This transcript is 
being made available for information purposes only. 
1-888-562-0262    1-604-929-1352    www.viavid.com 

 



 
Ryan Specialty Group – Third Quarter 2021 Earnings Call, November 11, 2021
 
 
 
If we do what we do best, recruit and empower talent, train young professionals and make prudent strategic acquisitions, we believe we will be on pace to build 
the first truly 50-state binding authority operation. It's an exciting time in our industry, and we are well prepared for it.
 
Our Underwriting Management Specialty also produced another excellent quarter, led by our property and casualty lines, as well as our transactional liability and 
national programs, all performing exceptionally well. I would also be remiss if I did not congratulate Miles Wuller on his promotion to Chief Executive Officer of 
our Underwriting Management Specialty. Miles has been with Ryan Specialty from the beginning and was the natural choice to succeed Tom. Miles was already 
the President of Underwriting Management, intimately familiar with the business and has hit the ground running in his expanded role leading the specialty.
 
As Pat mentioned, the environment for M&A remains highly competitive, particularly with respect to Underwriting Management. As we have always done, we will 
remain disciplined in our approach to M&A in each of these specialties. We're able to do this because of our tried and true positioning and strategy of 
successfully recruiting and retaining talent, as evidenced by our industry leading, producer retention figures. This has enabled us to firewall the trends of talent 
migration we're seeing in the industry and allows us to continue adding new specialized talent to our Managing Underwriting Specialty along with developing our 
current roster in order to continue growing the business.
 
We also continue to make steady progress at developing our new Employee Benefits specialty, which we will be focusing on wholesale benefits brokerage and 
managing general underwriting capabilities to serve the needs of retail brokers. Pat and I are very pleased with the breadth of opportunities that are coming to 
market. 
 
Speaking of opportunities, our pipeline for M&A remains deep, as Pat noted, and we will continue to make disciplined investment decisions where we see clear 
opportunities to partner with successful specialty firms that are aligned with our goals, culture, values, and expectations for organic growth. We were all very 
focused on the IPO in H1, and with it behind us, our M&A program is back in full focus. To put a point on it, today's acquisition is tomorrow's organic growth. We 
hope to be back to you soon with more updates. 
 
In terms of the E&S market, pricing remains robust. While we are seeing rate deceleration in a couple of lines such as excess casualty, we also see hardening 
and price acceleration in other lines, most notably cyber. But as we've noted, we see the increasing flow of business into the E&S channel and the continued 
expansion of the non-admitted market as the more significant driver of Ryan Specialty’s growth. With these tailwinds, we're going to press our competitive 
advantages to continue to grow our business.
 
With that, I would now like to turn the call over to our Chief Financial Officer, Jeremiah Bickham, who will give you more detail on the financial results of our third 
quarter. Thank you.
 
Jeremiah Bickham
 
Thank you, Tim. 
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In Q3, we grew total revenue nearly 50% year-over-year to $353 million. Our strong top-line increase was driven by organic revenue growth of 28.9% for the 
quarter and contributions from the All Risks acquisition for the months of July and August. As a reminder, All Risks became part of our organic revenue growth 
calculation beginning in September of this year. Our exceptional organic revenue growth is attributable to a combination of new client wins and expanding 
relationships with existing clients. 
 
Also picking up on Tim's comments from a moment ago, as more risks flow into the E&S channel, our total addressable market expands, which provides 
additional opportunities for organic growth. Our revenue growth was further enhanced by multiple classes of risks, realizing year-over-year premium rate 
increases, which drive increases in commission revenue, since it's generally calculated as a percentage of total premium.
 
Total operating expenses for the third quarter were $353 million, a 68% increase year-over-year. A large driver of this increase was compensation and benefits 
expense, which grew 76% from the prior year period to $287 million in total. 
 
Now, we expected this large increase in compensation expense for several reasons. 
 
First, compensation and benefits expense are heavily correlated to revenue growth, as many of our producers are compensated based on a percentage of the 
revenue that they generate. 
 
Second, we incurred IPO-related compensation expense of $58 million in Q3. Now, this number reflects multiple IPO-related events, including one-time 
payments made at the IPO, expense related to the revaluation of our pre-IPO equity awards, which includes additional expense recognized day one, plus the 
first quarter of new expense related to those pre-IPO revalued awards and it also includes the first period of expense related to new one time IPO equity awards. 
All of these, of course, were discussed in detail in our filings with the SEC at the time of the IPO.
 
I should note also that the revaluation of the pre-IPO equity grant is a function of the fact that, technically, there was an exchange of the old awards for new 
awards as part of the IPO. As a reminder, these awards along with all IPO-related employee equity grants are included in our presentation of adjusted diluted 
earnings per share. We expect IPO-related compensation expense will decline by over 50% in Q4 relative to Q3 and then will continue to decline in future 
quarters, as the equity awards are subject to a graded vesting schedule within our financial statements. In the spirit of transparency, we've separated IPO-
related compensation from our normal course equity-based compensation in the walk-to Adjusted EBITDAC. 
 
Finally, this quarter, we saw a large increase in acquisition-related long-term incentive comp, which is primarily due to the All Risks acquisition, and as we've 
stated before, we think of these as earn-outs in that they are non-operating in nature. Now, despite the overall increase in our compensation and benefits 
expense, our adjusted comp and benefits expense ratio improved 260 basis points to 60.3% for the quarter, highlighting the scalability of our platform. 
 
Our G&A expense was up $7 million, or 24% period-over-period, due to an increase in travel and entertainment, cost to support revenue expansion, and new 
costs related to being a public company, as well as costs associated with the All Risks business. This increase was partially offset by a decrease in acquisition-
related expenses compared to the prior year period.
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Now, we expect both T&E and public company costs will continue to rise over the next several quarters as T&E normalizes to something closer to the pre-
COVID levels and as our public company costs roll into our results over the next three quarters. We note that Adjusted EBITDAC for the quarter grew 56% year-
over-year to $105 million and our Adjusted EBITDAC margin rose 140 basis points to 29.8% for the quarter. Primary drivers of this margin increase include our 
revenue growth leading to scale in adjusted comp and benefits, as well as continued realization of cost savings from our restructuring plan which we initiated in 
2020. 
 
As noted previously, when fully actioned by June 30 of 2022, we expect to achieve $25 million in cumulative annualized savings from this plan. As we think 
about Adjusted EBTIDAC margin in Q4 and for 2022, it bears repeating that we still expect a more normalized pre-pandemic level of T&E expense as the world 
returns to a broader level of in-person meetings and events. We will also have a full year of public company cost in 2022 and we will as always continue to invest 
in the long-term growth of our business, including the onboarding of additional talent. Over the medium and long term, we expect that our significant growth will 
yield sustainable operating leverage.
 
GAAP net loss for Q3 2021 was $33 million and was primarily attributable to the $58 million of one-time IPO related charges that I mentioned just moments ago. 
This quarter is our first quarter reporting EPS, and both basic and diluted loss per share were negative $0.16 for the period. Adjusted net income for the quarter, 
which excludes IPO and other unusual expenses, increased 51% year-over-year to $62.9 million. Adjusted net income margin was 17.8%, a 20 basis point year-
over-year improvement, reflecting operating leverage as revenue growth outpaced our growth in operating expenses.
 
We reported adjusted diluted earnings per share of $0.24 for the quarter and believe this metric provides a more comparable period-over-period measure for our 
operating performance. Please refer to the earnings release and our 10-Q where we further discuss the components of our adjusted diluted EPS. 
 
Given our strong Q3 results, we are raising our full year 2021 outlook for organic revenue growth and Adjusted EBITDAC margin as follows. 
 
Our organic revenue growth rate for the full year 2021 is now expected to be between 21.5% and 22.5%, which is above our previous guidance of 18% to 20%. 
As a reminder, with All Risks now part of our organic growth calculation, our organic growth comps will be more challenging going forward, given the higher 
revenue base. Adjusted EBITDAC margin for the full year 2021 is now forecasted to be between 31.5% and 32.0%, and this is up from our prior guidance of 
30.0% to 30.5%.
 
With that, we thank you for your time and we'd now like to open up the call for Q&A. 
 
Operator.
 
Operator
 
Thank you. First question comes from Michael Zaremski with Wolfe Research.
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Mike Zaremski
 
Hi. Good evening. Thanks. 
 
I guess first question, looks like a good issue to have is organic just keeps being incredible, honestly. I know you gave us some color, a lot of color on the 
prepared remarks, but I guess I'm trying to get at, do you feel that there's certain drivers we should be thinking through a little bit more? Or is the total E&S 
market just kind of expanding more than maybe we appreciate, or maybe at cyber or certain property in certain states we should be thinking about a little bit 
more, because it feels like your win rate versus the industry or versus the E&S market is widening a little bit in recent quarters?
 
Patrick Ryan
 
That is a great way to ask that question, because we anticipated the question obviously. But I like the way you asked it, Mike, because there are a lot of 
nuances. 
 
I'd like to ask Tim to answer the part about areas of focus that are really expanding more rapidly than originally expected and that are remaining very strong.
 
Timothy Turner
 
Happy too. Thanks, Mike. 
 
The market, as we know, continues to expand in the non-admitted P&C market North America. We get monthly stamping results from WSIA, and all point to 
increase in non-admitted surplus lines business, more dumping and shedding from the standard companies here in the U.S. But inside that market, we have 
these niche firming phenomenons that we'd referred to several times. Some of those are really emerging today and driving a lot of this growth where we're very 
well positioned. Healthcare would be an example of that. Construction. Cyber: very, very accelerated firming in the cyber market. Transportation continues to be 
a challenge in the U.S. 
 
We're very well positioned in each of these specialties. We’re deep in broking talent and deep in underwriting talent, and very well prepared to absorb the new 
flow but to try and get market share at the same time. So very dynamic marketplace that we're in, and we're battling the very best E&S brokers and underwriters 
every day for that market share.
 
Patrick Ryan
 
Then I would add to that, Mike, that the way you asked the question provides the opportunity for us to make sure we're focusing on the fact that we have these 
two specialties, wholesale broking and delegated authority, underwriting, admin and distribution. They're similar in many ways, but there is also some 
differences. 
 
Our wholesale market, 71% of that is in the E&S market. The part that is not in the E&S market is workers comp and auto. Of course, those have to be in the 
admitted market by law. When you get to our delegated authority managing underwriting, our binding authority business is all in the E&S market, but for comp 
and 
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auto. We don't do a lot of comp in the binding. Then there's a part of the delegated authority that serves admitted products, just because of how those lines of 
business are distributed. 
 
For example, M&A reps and warranty, those are mostly admitted markets. There's more growth in the E&S market now because of the market conditions, but 
traditionally, they've been very much admitted market. They’re phenomenons in the delegated authority business because, as you know, in wholesale broking 
our duty of care is to our retail broker. 
 
The managing underwriting, our duty of care, is two-fold. Our first is primary duty of care is to the capital provider, because they are giving us their pen and 
they're relying on us to produce operating profits for them, underwriting profits I should say. We take that very seriously.
 
On the wholesale business, brokers work hard to place that risk at whatever best terms they can get to serve our retail broker and their client. In the delegated 
authority, we are really doing very well. We have new leadership with Miles Wuller as the CEO and Cortezi as the Chair, ably supported by Kieran Dempsey, our 
Chief Underwriting Officer, and a great team. They have to be very conscious of producing profits for the capital providers. And to sustain that business, which 
we are doing very well at, you better be producing profits for them or they’ll change their appetite or change their underwriter.
 
So it's important to be looking at that because they're just those nuances. Some other nuances that are really important is that when we got into the All Risks 
acquisition, we got a very strong position in program business. So we've had at legacy, Ryan Specialty, great managing general underwriters and a growing 
binding authority business, but very little program business as is defined in the industry. But that’s changed dramatically with that acquisition. 
 
Now, what happens in the program business is that these are all very specialty lines, and markets get different appetites, competition comes in when prices are 
going up and you get more difficult competition, or people pull out. We replace the capital with new capital to the program, but not new capital to us. So there's 
some nuanced movement within the managing underwriting that I think is important to be aware of or keep aware of, I know you're all aware of. 
 
What we've done, and Tim has done this brilliantly, is when we started we set up these practice group verticals where we specialize by line of business, by 
industry or by a combination of both. We chose areas that are going to grow, that are growth industries construction, healthcare, energy, etc., real estate and 
that's all paid off well. A lot of those product lines have gotten quite difficult, professional lines across the board. Tim talked about cyber. But there's also a lot of 
economic influences in some of these lines. So you'll see in our numbers, that there was a rebound fourth quarter of last year in the economy. A lot of deferred 
building, construction, a lot of deferred M&A. So we had very strong quarters last year fourth quarter in M&A and in construction as well. 
 
Now our binding authorities suffered a bit during the lockdown because it was smaller businesses, a lot of hospitality. There were bankruptcies, there were 
people pulling back, shutting down for quite a while, and so all of that started to move again during the year. So there was some catch up, not in terms of how it 
was accounted for, but in terms of how it came to market because there was a lot of deferred activity.
 

8
ViaVid has made considerable efforts to provide an accurate transcription. There may be material errors, omissions, or inaccuracies in the reporting of the substance of the conference call. This transcript is 
being made available for information purposes only. 
1-888-562-0262    1-604-929-1352    www.viavid.com 

 



 
Ryan Specialty Group – Third Quarter 2021 Earnings Call, November 11, 2021
 
 
As you're looking at '21 you've to recognize that there was that boost in the economy that really took hold in the fourth quarter. That's obviously continuing, but 
the boost in the economy has adjusted itself as it naturally would. So I'm glad you asked the question the way you did, because it really is important for all of 
our Investors to understand some of these nuances.
 
Mike Zaremski
 
Appreciate the color, a lot for us to dig into. Maybe one quick follow-up if I may, probably for Jeremiah. I'm people will focus on, in the Q&A on margins; but if I 
were to look at free cash flow conversion, it looks like it didn't—maybe I'm nit-picking it, it didn't improve as much as a percentage of revenues. Is that something 
you guys were focusing on? And also is 4Q still a seasonally weaker kind of a quarter for free cash flow?
 
Jeremiah Bickham
 
Mike, when you quote the cash flow wasn't quite up to expectation, are you looking at cash flow from operation and taking out Capex, like the traditional 
method?
 
Mike Zaremski
 
Actually, I’m looking at our model and I'm doing free cash flow before a couple of items divided by rev. So I can follow-up after to give you the step. I guess I 
know there's no really consensus free cash flow numbers out there, but it did look a little weaker than we than we thought. So I know there's nuances in the 
quarter. 
 
I guess maybe asking another way, do you guys feel free cash flow was a little light versus kind of what you guys were expecting? Or is it just kind of firing on 
all cylinders, and there's going to be nuances to that, and there's nothing really changed since kind of what you guys told us during the IPO period in terms of 
how to think about things?
 
Jeremiah Bickham
 
Mike, when you look at our adjusted free cash flow, so taking out things like the IPO and our normal non-recurring add backs, we're very much on track. Nothing 
out of the ordinary. Where people sometimes get off track trying to just do like one of the conventional free cash flow calculations, they look at cash from ops 
take out Capex. Remember that we inherited these basically earn-out payments as liabilities with the All Risks acquisition, and as we pay those down, and we 
paid down $30 million, $31 million of those LTIPs that, again, we think of as earn out in Q3, that comes out of operating cash flow, and that's really more of an 
investing cash flow. So with that adjustment alone probably adds a lot of normalcy to your calculation. I would imagine.
 
Mike Zaremski
 
Yes. Adjusting for that, okay. Sorry go ahead.
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Patrick Ryan
 
I was going to say, as you know, those payments were a brilliant plan by Nick Cortezi on retention of people, and they were part of the purchase price. So in 
effect that's really purchase price that's being with a differed purchase price to retain the team.
 
Mike Zaremski
 
Okay. Understood. I'll tweak our model. Thank you very much.
 
Jeremiah Bickham
 
Thank you, Mike.
 
Operator
 
Next question, Adam Klauber with William Blair.
 
Adam Klauber
 
Thanks. Good afternoon, guys. 
 
Clearly, there's a lot of dislocation continuing in the property markets with all the weather and storms. Can you talk about, particularly in the underwriting 
management section, how you're helping to meet demand there? And probably more obvious on the wholesale, if you could touch on that too. But in the 
underwriting management, how are you helping clients ramp up for that dislocation?
 
Patrick Ryan
 
I'll start that answer and then turn it to Tim. 
 
We’ve been working diligently, vigorously all year to bring more capital into those facilities, and we're having quite good success. You put your finger on it: 
because a lot of people are pulling back, Adam, as you know, on the support of property CAT, but in anticipation of that, I think our team has done it well, we’ve 
been working to replace that. 
 
Tim why don’t you pick up on that?
 
Timothy Turner
 
Sure, Pat. 
 
Adam, great question. There's no doubt about the property market continuing to firm. It was already very firm, but these storms like the Texas freeze and Ida, 
aspects of those storms were poorly modeled by many carriers. So we see a constriction in the marketplace, more dumping and shutting from the standard 
markets, and we're ready for it. We're geared up for it. We have lots of very top-rated property brokers 
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across the country. We’re loaded up in the hubs. We can take a huge influx of property business coming into the channel. As Pat mentioned, we've been 
building out our proprietary MGUs and underwriting platforms in CAT property. 
 
We’ve ready for it. We believe the first quarter heavy buying season will increase the flow into our channel exponentially. So we're excited about it. We think we 
can bring even more value to our retail customers.
 
Adam Klauber
 
Great. It seems like you're definitely at the right place at the right time. Any chance you could give us a magnitude of the capacity, even ballpark, that you lined 
up, and do you think you'll be able to increase that capacity? Again, there's foreseeable, you could have a lot more demand next year, so yes, if you could just 
add any color on that, that would be great.
 
Patrick Ryan
 
Well, I would just start and then I'd turn it to Tim. 
 
We've established, a few years back, as London was pulling back and a lot of our business, particularly in the delegated authority, had been sourced in to 
London, replacing them with European, U.S. and Bermuda capital, little bit of Asia, but mostly European and U.S. and Bermuda. 
 
That's a lengthy process, Adam, as you know and it's a two-plus-year project, but we've spent a huge amount of time on it, all of '21. That's what Tim was 
referring to, is that the buying season in the first quarter, we’re confident that we're going to be able to help our clients even more so than we have in the past as 
these needs are growing and the capital available is shifting.
 
Timothy Turner
 
In addition to that, Adam, we have a myriad of platforms and facilities in CAT property. So the largest, MGU, GEM and TRUE, doubled their capacity over the 
last twelve months. So very, very well prepared in a deep arsenal in our top MGU. But it's beyond that. We have multiple programs, property programs, CAT 
programs, embedded in the RT offices around the country. Of course, we have programs that we picked up from the All Risks acquisition that are very helpful as 
this market gets tougher in property. 
 
It’s a combination of those efforts, all led by a top fleet of property brokers across the country that do the battling upfront and get control of these marketing 
exercises. So we're very, very excited and think we can be an industry leader in capturing this new flow that's anticipated in the channel.
 
Adam Klauber
 
Guys, well, thanks. Good perspective. It sounds like that's a very nice growth engine for time to come, so thank you guys.
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Operator
 
Next question, Tracy Benguigui with Barclays.
 
Tracy Benguigui
 
Thank you. Just a quick question on your updated guidance on organic revenue. I know you don't provide quarter-by-quarter guidance, but we could all 
calculate the implied 4Q being sequentially down. I understand on seasonality perspective 1Q and 3Q are seasonally low on revenue, but 2Q and 4Q are 
seasonally higher. So maybe you could just help me understand what's behind the prudence of your implied 4Q organic revenue. You sound so upbeat about 
your business condition.
 
Jeremiah Bickham
 
Definitely. Your math is correct, Tracy. The guidance does imply organic revenue growth for Q4 that's lower than Q2 and Q3. You probably got to the same 
math, mid-teens, which I'll explain in a minute. But I hope we all agree that in isolation that's still a fantastic quarter in terms of organic revenue growth. But I 
know the heart of your question is it's different. The answer is no. So our Q4 organic guidance does not represent a slowdown in flow or a significant change in 
market conditions, as you probably picked up from Tim and Pat’s comments.
 
Just to help break it down where we're coming from, so our Q4 last year was enormous, partially because of pent-up COVID demand, and Pat touched on that a 
little bit. But a good example of what we experienced in Q4 2020 was our two transaction liability MGUs had record quarters in Q4 of last year. Looking at Q4 
this year, I mean, M&A is hard enough to forecast, and they're definitely not forecasting back to back record breaking Q4s.
 
Also, and this will be possibly schematic for us for a little while, the growth rate of two successive quarters doesn't necessarily imply a trend. For example, our 
organic growth rate in Q1 this year was only 18%, but that was lower than our organic growth rate in Q4 of last year, which was 22%. But clearly, it would have 
been a mistake to extrapolate that, because we've been 20% plus for the last two quarters.
 
In general, you mentioned prudence, Tracy, look, clearly, our business is capable of growth rates much higher than mid-teens. When the opportunity presents 
itself, we'll grab it. But those opportunities are often hard to predict, and you're right. It wouldn't be prudent of us to put that in the forecast. So because our 
business is seasonal, because prior year comps are always a factor, we advise actually looking at growth trends on an annual basis. That's why we give annual 
guidance versus quarterly guidance. 
 
To put it all together, we grew 20% organically on a full year basis in 2020, and we're on pace to exceed that exceptional annual growth rate in 2021 by 
potentially several hundred basis points, and we're really excited about that.
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Tracy Benguigui
 
Okay. Excellent. Then I also want to touch on delegated underwriting authority. You mentioned that you're constructive, you could be the 50-state player. Could 
you just remind us how many states you are in now to better assess how transformative that maybe be?
 
Timothy Turner
 
The binding authority is a wide range of products and appointments. So when we refer to a 50-state platform, it's multi-line. So there's auto appointments in 
there, there's property and casualty appointments, there's packaged policy appointments, dozens and dozens of carriers who are in the binding authority space 
and delegate that authority to us do so in a more and more in a 50-state approach, which historically, as you know, was more of a state-by-state basis. 
 
We’ve rolled that platform up and we continue to collect these 50-state appointments. So today, we're equipped and we have enough products in 50 states 
where we can RFP with top 100 retail clients in the hopes and anticipation of participating in the consolidation of the use of those fragmented intermediaries. 
 
Getting in position, having enough product on the shelf so to speak, was all part of this 50-state phenomenon. As history would show, carriers had to respond to 
this repositioning, if you will. So lead carriers like Scottsdale, Nationwide, AIG changed their platforms and went to these 50-state distribution models. 
 
All of that has really come together nicely for us and to position ourselves in a very strong way to the client. So being licensed in 50 states becomes a really 
important issue, and we have a lot of depth and breadth with the underwriters in every state now.
 
Tracy Benguigui
 
Got it. Thank you.
 
Operator
 
Thank you. Next question, Elyse Greenspan with Wells Fargo.
 
Elyse Greenspan
 
Hi. Thanks. Good evening. 
 
My first question, you guys also seem pretty positive just on the M&A outlook. I think you used the words like you hope to be back soon with more updates. Can 
you just give us a sense of what the pipeline looks like in terms of just size of deals and which part of your businesses, you think you might be the most active 
when it comes to M&A.
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Patrick Ryan
 
Sure. As we said, the pipeline is robust. We're in various stages of development with several great opportunities, and they tend to be pretty consistent with what 
we've done in the past. There are few a smaller ones, but I mean a couple, but they're very strategic because they involve one of our big regional clients that will 
enhance our overall relationship together. Then we of course have started the new vertical in terms of benefits, and their discussions were optimistic. This is 
difficult to calibrate when they merge into to a binding agreement, and when we have a binding agreement generally, that's when we announce. Sometimes it 
might be earlier, but generally it's when we have a binding agreement.
 
Those are being worked, and there's no certainty. Some of those can be a little larger, and then there are especially wholesale opportunities that are at stages of 
discussion. So just generally, we're quite optimistic that we can sustain our past record of M&A activity. But we actually feel, because of all of our growth and 
success, but also the IPO, that we've got an enhanced brand and that more people—we're getting more calls from people themselves. Then they hire a banker, 
or we help them find a banker just to get the proper advice. But we're very comfortable with where we are in the M&A activity.
 
Timothy Turner
 
Elyse, just for the sake of clarity. When Pat references a binding agreement, we are talking about a definitive purchase agreement, not an LOI. I know some 
people will report on LOIs. That’s not our plan.
 
Elyse Greenspan
 
Okay. That's helpful. Then my second question, you guys continue to show pretty robust margin improvement. I know, Jeremiah, you mentioned some of that is 
COVID, which you don't expect to continue. But I know in that, some of that is also just better leverage, given stronger revenue growth. 
 
As we think about 2022, has the kind of margin base been lifted? I know you guys have kind of spoken about targeting a margin within the vicinity of 30%. Has 
the strong revenue growth perhaps upped margin somewhat?
 
Jeremiah Bickham
 
You’ve got a good memory, Elyse. So aside from our commitment to continually invest in our business, there will be two impactful themes for next year in terms 
of margin, and that's returning to, God willing, a normalcy in the environment, and the annualization of our public company cost. It's a correct observation that 
the outsized growth these quarters has yielded operating leverage, and we think that we can retain some of that. But we're going to be as helpful and 
transparent as we can when we release guidance for 2022 next spring when we put out our audit, because you will see an impact of T&E coming back to 
normal and us having a full year of public company costs.
 
Elyse Greenspan
 
Okay. Thanks for the color.
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Jeremiah Bickham
 
Absolutely.
 
Operator
 
Next question, Alex Scott with Goldman Sachs.
 
Alex Scott
 
Hi. Good evening. 
 
First one I had to you is just the Infrastructure Bill. I was just interested if you could help us think through the impact of that bill and potential opportunities for 
growth that you'll see out of that?
 
Patrick Ryan
 
Sure. We hope a lot of that Infrastructure Bill gets spent in terms of construction, because we all know the country needs a lot of investment infrastructure. It's 
hard to predict how politicians will roll out that bill and where the money will get allocated early and then later. We hope that they're alert to investing, and you'll 
recall back in '08-'09, shovel ready, we hope we don't ever repeat a shovel-ready and that there's really serious construction investment, which is tunnels, 
airports, lots of private investment. We expect that really, but there's no way of knowing. But because of the scale of it, it ought to be material impact on areas of 
business that we focus in on. 
 
A very strong construction practice and we have a lot of infrastructure capability. So they are saying they could invest in one of our sweet spot. We just hope that 
they do it quickly.
 
Alex Scott
 
Thanks, and I guess follow-up I had was on the All Risks transaction, and just as that starts to come into organic growth in a more full way, I guess starting next 
quarter, is there anything we should be thinking about it in terms of the way that business is growing versus the existing business and sort of thinking through 
what that could look like over the next few quarters?
 
Patrick Ryan
 
Yes, I would start and then turn it to Jeremiah. 
 
There's always a period on an acquisition of some loss of business that we priced into the purchase price, we factor in the purchase price I should say. That's all 
basically taken place. The good news is that All Risks, because of their great talent pool and wonderful franchises, has not had a big digesting period in terms of 
acquisition adjustment: there’s no water coolers to stand around. So that hasn't happened. But frankly, the people are just fantastic and joining the team. 
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Right now, as we're here in the fourth quarter, they're at full stride. There's precious little difference between our key wholesale and legacy and All Risks. So 
exactly what we had hoped for has unfolded, and frankly, the period of digestion was much shorter than most transactions. 
 
They joined the team quickly, emotionally, physically. So we're very pleased with the early results. Now here we are in our second year, as you know.
 
Alex Scott
 
Thanks for the answers.
 
Jeremiah Bickham
 
Thank you.
 
Operator
 
Next question, Meyer Shields with KBW.
 
Meyer Shields
 
Thanks so much. Two quick questions. First is I think a follow-up on Elyse. When you've got a quarter like this one, where it's almost impossible to maintain 
investments at the same pace as organic growth, does that imply a catch-up in investments that we should factor into future quarter's margins?
 
Patrick Ryan
 
Well, I'd like to start with that and I'll let Tim pick it up. 
 
One of the things that Tim has done really well in influencing also the managing underwriters is to anticipate the growth and hire ahead of it. So you've heard us 
say in the past: this is not just a quality business, this is a quality and quantity business. You need the numbers of people to serve your clients. Tim, in 
anticipation of the market, hired back in '19, urged the teams to hire, hire, hire and they did. So there hasn’t been any real spike. There's has been a gradual 
build-up, but sizable, of adding staff. So we think we're well prepared. 
 
Tim, you pick it up from there.
 
Timothy Turner
 
Sure. Thanks, Pat. 
 
Meyer, right from the get-go in 2010, part of our culture was this commitment to constantly be recruiting, constantly training and developing. So it's a part of our 
daily life. Not a day goes by that we're not trying to recruit a broker or an underwriting specialist. There's days where we bring half a dozen new people on at a 
time. So it's constant aggressively recruiting and developing talent. That’s worked real well for us. 
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We've got great metrics. We've got a great Management team that helps us manage and balance those expenses. But we do very well, if I might say so myself, 
in terms of anticipating this growth and these surges of flow into the channel.
 
As Pat mentioned, in the first and second quarter of '19, we saw the market firming, we saw the percentage of non-admitted business dumping into the channel, 
but more specifically, we saw it by class, we saw it by region, and we were able to accelerate and add people to capture as much of that business as you could. 
So we'll continue to do that. 
 
We have lots of opportunities, as Pat mentioned, we're more attractive now to the talent in the industry. Going public has made us even more attractive, and so 
aspects of that recruiting are getting a little easier and we'll continue to bring in the most talented brokers and underwriters in the country.
 
Meyer Shields
 
Okay. That was very helpful. Thank you. Second question, same sort of concept. When you've got organic growth coming in so significantly ahead of guidance, 
are there any catch-up incentive, compensation expenses; obviously, the overall ratio went down, but wondering whether there are any timing issues related to 
a look back at the first or second quarter of this year?
 
Jeremiah Bickham
 
Any compensation, we call it gearing. I know people call it different things, but when people sort of exceed their baseline bonus for outperformance, and there's 
been some outperformance this year, that's all factored in to guidance we're giving you for the full year.
 
Meyer Shields
 
Okay. Perfect. Got it. Thank you so much.
 
Operator
 
Your final question comes from Weston Bloomer with UBS.
 
Weston Bloomer
 
Hi, good evening. 
 
My first question is a follow-up on Alex’s question on All Risks. If I run the math, it looks like that business grew kind of high single digits. Now that it's an organic 
issue, is there a level of organic that we can think about for that business longer term? Or am I thinking about it wrong, and should more think about how it can 
provide synergies across different business lines, because I do think it might be growing a little bit slower at this point?
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Jeremiah Bickham
 
Pat gave some good context on All Risks specifically and then just sort of what the first twelve months are often like for a new acquisition. But we're excited 
about welcoming them into our organic growth calculation. I mean, when you add several hundred million of revenue to the base, it makes comps tougher. 
 
But remember, All Risks, one of the reasons they were the crown jewel of wholesale acquisitions is because they had a very, very strong organic growth engine 
themselves. They were consistent double-digit growers before we bought them. Generally when we buy companies, we enhance their growth opportunities, not 
the opposite. 
 
We’re not expecting All Risks to be a drag at all, like— 
 
Patrick Ryan
  
(Multiple speakers) not a drag right now at all. 
 
Jeremiah Bickham
  
Exactly. Yes.
 
Weston Bloomer
 
Got it. Thank you. Second question, just a follow-up on the new hires commentary. Is there a time period where the new producers, either from M&A or as you 
make new hires, are a positive benefit to margin? How should we think about that over the next year or two?
 
Timothy Turner
 
Well, each hire is a little bit different from the next. But we pride ourselves in accelerating their ability to be accretive, and we have models to look at that and 
analyze it. But they come in different shapes and sizes. Different state regulations that restrict us in terms of moving business. So we look at each one of those 
separately, but the key is to accelerate the accretive impact of these producers and underwriters as quick as possible. We've done that consistently, and we 
plan to continue to do that.
 
Weston Bloomer
 
Got it. Thank you. Appreciate the color.
 
Timothy Turner
 
Thanks for your questions.
 
Operator
 
I would like to turn the floor over to Pat for closing remarks.
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Patrick Ryan
 
Okay. Well, thank you for the great questions. We're very confident of our future. We feel pretty grateful for you following our business and your interest in 
joining us and investing with us. Look forward to speaking with you again when we'll be discussing our year end results for 2021. The year has gone very 
quickly. Thanks for your interest and your good questions. Have a good evening.
 
Operator
 
This concludes today's teleconference. You may disconnect your lines at this time and thank you for your participation.
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