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BUD STUMBAUGH is President and Chief Executive Officer of AssuranceAmerica
Corporation. Since his graduation from Lipscomb University in Nashville, Tennessee, he has
been a frequent speaker before sales management groups, civic clubs, political forums and
school, religious and business functions. His speaking schedule has taken him to 26 states.
While he is a professional manager who has been CEO of other people’s companies, he is
also an entrepreneur who has been in business for himself. One of his companies, Team
Services, Inc., a contract staffing and facilities management firm, grew to 1,500 employees
in 39 states before he sold it to a company on the London Stock Exchange. While he was its
Chairman and President, it became the 29th fastest growing corporation when compared
with Inc. magazine’s list of 500 fastest growing privately held companies in America. In
addition to serving as President and CEO of AssuranceAmerica Corporation, he serves on
the Board of Trustees of Faulkner University and on the Board of Founders of Lipscomb

University. He served two terms as President of the National Alumni Association of Lipscomb University. He is Vice
President of the Board of Trustees of the Epilepsy Foundation of Georgia. Mr. Stumbaugh has been a contributing editor
for the Georgia Business News and has written for The Southern Banker magazine and other publications. He is a past
recipient of the Kiwanis International Distinguished Service Award. He is listed in Who’s Who in American Politics, Who's
Who in the South, and Who's Who in Georgia. He was selected as one of the Outstanding Young Men of America in 1975.
In 1990, Lipscomb University selected him Alumnus of the Decade. Mr. Stumbaugh has also been very involved in public
service, having served eight consecutive terms in the Georgia State Senate. In his last campaign for re-election, he
received the highest percentage (87%) of votes of anyone in the House or Senate who had opposition. He later was an

unsuccessful candidate for Lt. Governor.

(AEJ609) TWST: We’d like to begin with a brief historical sketch
of AssuranceAmerica and a picture of the things you are doing at
the present time.

Mr. Stumbaugh: Our company grew out of a partnership I
formed with an individual with whom I was in business a number of
years ago. That business was a temporary help and contract staffing
company that grew from zero to a $1.4 billion New York Stock Ex-
change company. I get no credit for its huge success as I left the com-
pany long before its zenith to campaign for a seat in the Georgia State
Senate where I served 16 years. Guy Millner, Founder and Chairman
of that company, and I decided to get back into business together in
1998 by investing in, managing, and growing some non-standard re-
tail automobile insurance agencies. From that start, we’ve built the
enterprise we’ve got today: a 50-location chain of retail automobile

insurance agencies and an underwriting insurance company which,
on an annualized basis, are together producing $200 million in pre-
mium volume today.

TWST: What are the principal reasons for your success
so far?

Mr. Stumbaugh: A couple of things. One is our ability to
think outside of the box and innovate. For example, our policies are not
mailed to policyholders. The wallet card that proves someone has auto-
mobile insurance is not mailed. All of that is handed to the policyholder
out in the offices of independent insurance agencies who write policies
on our behalf. Large companies with old legacy automated systems still
have to mail policies — they can’t get outside the box and give the kind
of immediate direct service to policyholders that we can. That’s just one
example of us thinking and operating a little bit differently from others.
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Another example is that we not only have an insurance car-
rier, but we have retail automobile insurance agencies we also own.
They write some policies on behalf of our carrier, and also write for
several other insurance carriers. Thus, while we own them, they are
independent agencies rather than captive agencies. This gives us more
products with which to serve the public. We don’t have to turn away
potential policy holders because the products offered by our own un-
derwriting carrier aren’t broad enough to serve everyone. We’ve got
other carriers that can help us fulfill the needs of the consumer.

TWST: You speak of documents being handed directly
to the person at the office. Does that mean you can walk in, sit
down, fill out some papers and get insurance while you are there?

Mr. Stumbaugh: Actually, there is really no paperwork to
fill out. An agent asks questions and enters data into a computer, then
everything is done online in real time. The policy is bound in Atlanta,
Georgia, even though we may have an agent writing it in Houston,
Texas, and the policy and the wallet card are then printed and imme-
diately handed to the consumer.

TWST: You are active now in nine states — you’ve
added Louisiana.

Mr. Stumbaugh: We have just been approved to write busi-
ness in Louisiana. This is a regulated industry where the state insurance
commissioners and their staffs have to determine whether insurance car-
riers have the financial strength to expand and cover liabilities should
policy holders have claims. Louisiana has determined we have the
strength to expand there, but we haven’t actually started writing policies
in that state yet. But, yes, it is the ninth state where we’ve been approved.

TWST: How much do the regulations differ from state
to state?

Mr. Stumbaugh: This is one of the few industries the fed-
eral government does not regulate (interfere with) very much at all.
All of the states regulate differently. However, the National Associa-
tion of Insurance Commissioners, made up of Commissioners from
all 50 states plus Washington, DC, meet quarterly to examine and
adopt similar rules and regulations so there is some uniformity when
you go from one state to another. Even with this, there are a few dif-
ferences, but they’re not so disparate as to become burdensome. It
probably helps our company that I am a little more familiar with the
governmental process than many since I chaired the Insurance Com-
mittee during my last eight years in the Georgia State Senate.

TWST: Which Kkinds of drivers wind up in the “non-
standard” category?

Mr. Stumbaugh: There are two primary kinds of non-stan-
dard drivers. One is drivers from lower socio-economic levels. An All-
state or a State Farm, which are considered standard or preferred
carriers, will not keep you on their books if you do not make monthly
premium payments faithfully and timely. Our company will serve peo-
ple who don’t have perfect payment histories and are sometimes a lit-
tle bit slow to meet payment dates. Most states require auto insurance,
whether citizens are from higher or lower socio-economic levels. Thus,

ASSURANCEAMERICA CORPORATION

specialty companies like ours have sprung up that understand and can
work with consumers who have payment difficulties. Of course, we
charge installment fees and late fees accordingly, so the fact that we
take a little bit more risk with imperfect payment histories is rewarded.

A second group of non-standard drivers is made up of people
with poor driving records. They may be highly compensated lawyers or
doctors, so don’t fit in the lower socio-economic groups. This second cat-
egory of drivers may have DUIs or speeding tickets. The law says some-
body must insure them. We are willing to do that. An Allstate may not be.
Of course, these drivers have to pay far more than standard or preferred
drivers because they are greater risks. However, our company knows how
to price these risks and is proud to provide coverages for them.

TWST: When you say “far more,” how much is this typ-
ically?

Mr. Stumbaugh: Sometimes it can be 20% more, some-
times it can be 200% more — it’s all based on their driving records
and analytical data that indicates the actuarially determined chance
of these drivers having accidents.

TWST: You are dealing with people who are licensed to
drive a car and also trucks. What kind of trucks? Up to what size?

Mr. Stumbaugh: We are trying to be expert with personal
lines so don’t insure trucks as they are, for the most part, in the com-
mercial arena. Therefore, unless it’s a personal truck used for a per-
son’s own home needs, we don’t write truck coverages.

TWST: In the states in which you are active, are there
other non-standard companies trying to do what you do?

Mr. Stumbaugh: Regrettably, we don’t have a monopoly.
We do have competition. We try to differentiate ourselves so inde-
pendent agencies that write on behalf of several insurance carriers will
choose us more often than not. But, yes, we do have competition.

TWST: Would you explain how you work with the
agencies?

Mr. Stumbaugh: There are two types of agencies in the United
States. One is called a captive agency. Captives sell policies for one car-
rier only. I mentioned Allstate and State Farm — they are captive agen-
cies. Far larger numbers of agencies are known as independent agencies.
They don’t serve any one company; they serve multiple companies. They
may write with one company this hour and another company the next
hour. Independent agents may be motivated to write policies because of
the level of commissions a carrier pays them, because the carrier’s auto-
mated system is easy and quick to use, or by the quality of a carrier’s
claims department. Obviously, we attempt to provide independent
agents far more positive factors for selling AssuranceAmerica’s prod-
ucts than they receive by selling our competitors’ products.

TWST: What risks or problems could you be facing in
the next few years?

Mr. Stumbaugh: None that we cannot overcome so long as
we understand that bottlenecks, poor sales and operational proce-
dures, and deteriorating efficiencies are not caused by methods, but by
mind-sets. We try to foster a spirit in our company that encourages the
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expression of critical, contrarian concerns today because we believe
the discomfort created early on will keep a present problem from be-
coming a major catastrophe of tomorrow and further into the future.

TWST: What are the key elements in your strategy as
you look out over the next two or three years?

Mr. Stumbaugh: We want to be a balanced insurance en-
tity. If we were just a risk-bearing carrier, then huge companies that
decided to buy a market by cutting the prices of their policies to un-
profitable levels could come in and basically acquire all our carrier’s
business since we are not willing to cut our prices to unprofitable lev-
els. We can avoid decreasing premium volume if competitors price
irresponsibly by turning most of our focus to the retail insurance
agencies we own. Our owned agencies can sell the policies of irre-
sponsibly priced carriers, allowing our top line to continue to grow
without the negative impact our bottom line would suffer if we felt
pressure to lower our carrier’s prices to unprofitable levels. Most in-
surance entities don’t have the balance of being both a risk-
bearer/underwriter and a distributor. They are either all agency or all
risk-bearing carrier. We are both. We intend to continue this balance.

TWST: In terms of the people who buy a policy with
you because their economic condition isn’t too good or their dri-
ving record is bad, do some of them eventually improve their
records? Do you lose them as customers?

Mr. Stumbaugh: Our insurance carrier loses some policy
holders because they improve their driving records and personal fi-
nancial status. Their improved situation may create the need for
higher limits than our minimum limits company provides. However,
our corporate enterprise doesn’t have to lose such customers because
our owned agencies can place policy holders with other carriers we
represent that provide higher limits.

TWST: Do you expect to be going to other states?

Mr. Stumbaugh: We have a plan that calls for entering
four new states each year. We’ll make our mark both by qualifying
our carrier to write policies and by acquiring independent retail agen-
cies in some of these states.

TWST: I understand that you are rather IT intensive
and that it is a distinct advantage for you.

Mr. Stumbaugh: Here is just one example that is illustra-
tive of the advantages our IT platform offers. Agents who write cov-
erages for AssuranceAmerica can tell an inquiring policy holder
whether Assurance America has received his/her most recent payment
without an expensive long distance telephone call to a customer ser-
vice center where one is inevitably put on hold while the information
is researched. With us, the agent just clicks his/her computer to pull
up the policy holder’s file housed at our corporate office. Because we
have a Web-based system, we don’t mail out a disk or otherwise in-
stall software in agents’ offices. We appoint an agent to write for us
and give the agent log-in information that allows the agent to use our
automated functions. Instantly, sales of insurance can happen and the
kind of service to an inquiring policy holder such as I just described
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can happen. Many $billion plus companies cannot escape the slower,
more time consuming processes of their old legacy systems. That en-
ables this $200 million David to beat lots of Goliaths.

TWST: What would you reasonably expect to see for the
company in about three years? What would be the milestones
along the way for investors to look for?

Mr. Stumbaugh: I can neither legally nor ethically predict
what the future will bring. However, our strategic and tactical plans
call for us to grow our top and bottom lines a minimum of 25% a year
over the next three years. We hope to see a return on equity that re-
mains in the 20% to 25% plus range. If we can do that over the next
three years, we will consider ourselves a very successful company
that outpaces most of our competitors.

TWST: As CEO, what occupies most of your own atten-
tion on a week-by-week basis?

Mr. Stumbaugh: If I sit in an ivory-tower-like-office and
dream about what might be, we will not accomplish very much. I need
to initiate meetings with potential acquisitions. I should be visiting com-
petitors to learn what best practices they have that we don’t. It is essen-
tial that I be in the field meeting with as many as possible of the 1,200
agency partners who write on our behalf. I also need eyeball-to-eyeball
contact with customers who come into the retail agencies we own. Then,
I'll be educated and knowledgeable far beyond what I will be if I'm sit-
ting in my office studying a manual or listening to associates whose
viewpoint is confined to our little corporate box. Therefore, my job is to
get out where the people are and use my ears more than my mouth.

TWST: Would you tell us about the backgrounds of a
couple of your key colleagues?

Mr. Stumbaugh: My background is that of an entrepreneur
who pushes for extraordinary growth. I’ve learned though, that once
you achieve growth and become a larger company, you had better
employ some professional management tools and techniques. You
need some process and procedure, some solid systems. I’'ve tried to
be the right mixture of entrepreneur and professional manager minus
the bureaucratic baggage some large outfits carry. Without insurance
expertise, however, all the past entrepreneurial and professional busi-
ness experience I possess won’t do much good.

Insurance done right must have a large analytic and statistical
piece. Fraud must be ferreted out of the claims paying process or the
final result is failure. I can’t personally provide all that. Thus, I’ve sur-
rounded myself with people who understand the intricacies of insurance
from rate segmentation to actuarial forecasts to claims handling. These
associates come out of large insurance companies and want to be an in-
tegral part of making this one large (and profitable, I might add). So
we’ve ended up with my partner’s and my entrepreneurial and profes-
sional skills, surrounded by astute insurance executives who bring a
combined 100 plus years of industry specific experience to the table.

TWST: You speak of rate segmentation. Just how safe is
the older driver? Are there any problems with older drivers that
have to be addressed?
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Mr. Stumbaugh: You probably have to define older. But,
generally speaking, the driver who has passed his/her 25th birthday
is seen as more mature, sober, reflective, and thoughtful then a
teenager and will, therefore, have fewer accidents than a teenager.
There is a point, after 25, though when a person gets so old — let’s
say 85 — that eyesight is not as good as it once was and reflexes are
slower. That person once again becomes actuarially unattractive like
a teenager. So age is a factor, but it can be a positive factor in some
cases and a negative factor in some cases.

TWST: You mentioned 85. What about 65 to 85? How is
that group?

Mr. Stumbaugh: That’s a pretty broad group. They proba-
bly begin to have more accidents than folks age 40 to 65, but you
don’t really have a big increase in risk with most drivers who are 65
to 75. We are fairly young in America today and getting younger
every year. There are exceptions, but you really only begin to get into
the highest risk factors above age 75.

TWST: Do you see any need to improve the company’s
capital structure?

Mr. Stumbaugh: As we grow and write more policies in more
states through our carrier, there will be a continuing need for additional
surplus in our carrier. Our goal is to provide much of that need for sur-
plus by leaving profits in the carrier. So, while there will be capital needs,
much of it will be satisfied by internally generated profits and cash flow.

Our bigger capital need might be for acquisitions on the re-
tail side — buying other chains of independent insurance agencies to
expand our retail distribution network. We also plan to use some
stock as another currency to acquire agencies.

TWST: What about your relations with the investment
community? Do you think you are reasonably well understood,
or is there a lot more work to be done?

Mr. Stumbaugh: I think we probably are not large enough
at this point to be on most people’s radar screens. Our job is to keep
growing and get on a lot of radar screens. Those who discover us at
this early stage may be very glad they did, because it is usually more
expensive to invest after everyone has heard of and fallen in love
with an investment opportunity. The ground floor is almost always
cheaper. In any case, we currently have some excellent relationships
with a few fine investment bankers and hope to have more.

TWST: What would be the two or three best reasons for
the long-term investor to look very closely at AssuranceAmerica?

Mr. Stumbaugh: If you look at the history of our two
Founders — our Chairman and I — as immodest as this will sound,
we have a history of making oak trees out of acorns. We have built
companies from scratch to very large. As I said earlier, Assur-
anceAmerica Corporation’s Chairman was Founder and Chairman of
a company he took from zero to a $1.4 billion New York Stock Ex-
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change enterprise. It seems to me that it is smart to invest with peo-
ple who have done it before. Some people dream of being large and
profitable. We not only dream it, we’ve actually done it.

Second, we don’t have to overcome legacy systems. We
don’t have to undo an old system done in the past. Rather than over-
come the past, we are able to build on the present for the future.

Third, invest in AssuranceAmerica because of our balance be-
tween underwriting and distribution. I mentioned earlier that we are both
aretail driven chain of distribution agencies that sell the products of sev-
eral insurance carriers, and an underwriting carrier ourselves. That bal-
ance should give us a better chance of top line and bottom line growth.

TWST: Is there anything you’d like to add, particularly
regarding the company’s strategies and long-term objectives?

Mr. Stumbaugh: It is important to know that this little com-
pany in Atlanta, Georgia, is able to think beyond its geographical and cul-
tural confines. For example, we are probably the only insurance carrier in
Atlanta where, when you call our main number, you have a choice of ei-
ther English or Spanish. The fastest growing segment of American soci-
ety today is Spanish-speaking. Knowing this, we have reached out to that
community. Even though it is not huge in Georgia, it is rapidly growing
and perhaps as much as 25% of our policy holders speak Spanish. Many
of our associates in claims, customer service and sales also speak Span-
ish. Having reached out to Spanish-speaking people in Georgia made it
easier for us to go to Texas where there are many more people who speak
Spanish. It will enable us someday to more easily tackle a state like Cal-
ifornia with its huge Spanish-speaking population than some of our com-
petitors who have not been able to see beyond their own geographical
and cultural confines. Our early overtures to, and our outside the box
thinking about this Spanish-speaking segment of our society is indicative
of how we will consider, confront and conquer the future.

TWST: Thank you.

BUD STUMBAUGH

President & CEO
AssuranceAmerica Corporation
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