
How to Become an Insurance Agency
The information regarding the setup of a business comes from the U.S. Small Business Administration. For

additional information, please visit their website.
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1. Become an Agent
a. Take your pre-licensing course

b. Take your state exam

c. Apply for your NPN

d. Apply for your State license(s)

e. Take your Annual AHIP Certification

f. Apply for E&O Insurance

2. Determine your Agency Structure
a. Choose a Business Location

b. Choose a Business Structure (sole proprietorship, partnership, corporation etc.)

c. Choose a Business Name

i. Register your business name (Entity name, trademark, DBA, Domain name etc.

3. Register your Business
a. Request a federal tax ID.

b. Register with state agencies:

i. If you decide to register as an LLC, corporation, or partnership, you'll likely be

required to register with any state where you conduct business. For state

requirements on how to register (online vs paper documents, in person vs via mail

etc.) look up your state using this link’s state look up tool: CLICK HERE

ii. Determine your Registered Agent

iii. File for foreign qualification

1. Foreign qualification is a process of registering to do business in a state

other than the one the entity was formed/incorporated.

iv. File state documents and fees

1. You’ll typically need to have this information handy: Business name,

Business location, Ownership, management structure or directors,

Registered agent information, Number and value of shares (if you’re a

corporation)

2. Required documentation varies based on state/business structure.

a. LLC: Articles of Organization + Operating Agreement

b. Limited Partnership: Certificate of Limited Partnership + Limited

partnership agreement:

https://www.sba.gov/business-guide/launch-your-business/choose-your-business-name
https://www.sba.gov/business-guide/launch-your-business/register-your-business
https://www.sba.gov/business-guide/launch/get-federal-state-tax-id-number-ein
https://www.sba.gov/business-guide/launch-your-business/register-your-business
https://www.sba.gov/business-guide/launch/choose-business-structure-types-chart


c. Limited Liability Partnership: Certificate of limited liability

partnership + Limited liability partnership agreement

d. Corporation: Articles of incorporation + Bylaws or resolutions

3. If used, some states require registration of your DBA.  Check with your

state government office to determine what's required in your area. Source

link

c. Register with local agencies

i. You might need to file for licenses and permits from the county or city. Some

counties and cities also require you to register your DBA. Visit your local

government website to find out what you need to do.

d. Additional Registration Requirements

i. You may need to file additional documentation with your state tax board or

franchise tax board.  These filings are typically referred to as Initial Reports or Tax

Board registration. Check with your local tax office or franchise tax board, if it

applies to you.Source link

e. Apply for Federal and State Tax ID Numbers

i. Federal ID number:

1. After registering your business, file for your free EIN. The IRS offers an

assistance tool - Apply for an EIN.

2. Your nine-digit federal tax ID becomes available immediately upon

verification.

a. EIN Application Information:

i. Apply Online - Once the application is completed, the
information is validated during the online session, and an EIN
is issued immediately.

ii. Apply by Fax - If the taxpayer's fax number is provided, a fax
will be sent back with the EIN within four (4) business
days.(source link)

iii. Apply by Mail - The processing timeframe for an EIN
application received by mail is typically four weeks.

ii. State tax ID number:

1. The process to get a state tax ID number is similar to getting a federal tax

ID number, but it will vary by state. You'll have to check with your state

government for specific steps.

2. Visit your state's website to identify whether you need to get a state tax ID

number.

f. Apply for licenses and permits

i. Apply for state licenses and permits: Visit your state's website to find out which

permits and licenses you need.

https://www.irs.gov/businesses/small-businesses-self-employed/state-links-1
https://www.sba.gov/business-guide/launch-your-business/register-your-business
https://www.sba.gov/business-guide/launch-your-business/register-your-business
https://www.sba.gov/business-guide/launch-your-business/register-your-business
https://www.sba.gov/business-guide/launch-your-business/get-federal-state-tax-id-numbers
https://sa.www4.irs.gov/modiein/individual/index.jsp
https://www.irs.gov/businesses/small-businesses-self-employed/how-to-apply-for-an-ein
https://www.sba.gov/business-guide/launch-your-business/apply-licenses-permits


4. Setup Business Bank Account
a. Keep in mind if you want to contract with carriers, you’ll need to set up a bank account that

matches your contract name(s)

b. Get documents you need to open a business bank account. See below for common items

requested during the process:

i. Employer Identification Number (EIN) (or a Social Security number, if you're a sole

proprietorship)

ii. Your business's formation documents

iii. Ownership agreements

iv. Business license

5. Get Business Insurance
a. Choose which business insurance you need

i. The federal government requires every business with employees to have workers’

compensation, unemployment, and disability insurance.

ii. Some states also require additional insurance. Laws requiring insurance vary by

state, so visit your state’s website to find out the requirements for your business.

iii. Here are six common kinds of business insurance to look for:

1. Insurance type: General liability insurance

a. Who it's for: Any business.

b. What it does: This coverage protects against financial loss as the

result of bodily injury, property damage, medical expenses, libel,

slander, defending lawsuits, and settlement bonds or judgments.

2. Insurance type: Product Liability Insurance

a. Who it's for: Businesses that manufacture, wholesale, distribute,

and retail a product.

b. What it does: This coverage protects against financial loss as a

result of a defective product that causes injury or bodily harm.

3. Insurance type: Professional liability insurance

a. Who it's for: Businesses that provide services to customers.

b. What it does: This coverage protects against financial loss as a

result of malpractice, errors, and negligence.

4. Insurance type: Commercial property insurance

a. Who it's for: Businesses with a significant amount of property and

physical assets.

b. What it does: This coverage protects your business against loss

and damage of company property due to a wide variety of events

such as fire, smoke, wind and hail storms, civil disobedience and

vandalism.

5. Insurance type: Home-based business insurance

a. Who it's for: Businesses that are run out of the owner’s personal

home.

b. What it does: Coverage that’s added to homeowner’s insurance as

a rider can offer protection for a small amount of business

equipment and liability coverage for third-party injuries.

6. Insurance type: Business owner’s policy

https://www.sba.gov/business-guide/launch-your-business/open-business-bank-account
https://www.sba.gov/business-guide/launch-your-business/get-business-insurance


a. Who it's for: Most small business owners, but especially

home-based business owners.

b. What it does: A business owner’s policy is an insurance package

that combines all of the typical coverage options into one bundle.

They simplify the insurance buying process and can save you

money.

6. Organizational Functions

a. Finances and Taxes
i. Hire your Certified Public Accountant (CPA) to help understand key elements of

your financials

1. Discuss how you’ll document liabilities, equity, and assets

2. Discuss if you should do cash vs accrual accounting method

3. Determine your tax year

4. Understand your tax obligations for local, state, and federal prior to the

end of your tax year

a. Your state income and federal tax obligations are determined by

your business structure.

b. Find your state tax obligations - look here: LINK

c. Check with the IRS to see which business taxes (income tax, self

employment tax, estimated tax, employer tax, excise tax) apply to

you. You can also check to see which Federal Employment taxes

(income, SSN, Medicare, Unemployment, and/or Self-employment)

you are required to withhold.

ii. Determine who will maintain records of previous/current tax records

iii. Determine who (bookkeeper, CPA etc) will perform accounts receivable, accounts

payable, commission’s payable, bank reconciliations, payroll etc.

iv. Buy Assets and Equipment source link

1. Know the assets and equipment you need

a. Depending on the asset type (tangible, intangible, intellectual),

you’ll have to decide whether you want to buy or lease assets for

your business.

i. Tangible assets — like buildings, vehicles, and equipment

ii. Intangible assets are the things you can’t touch — like your

business reputation, your brand, or your business

partner’s influential network.

iii. Intellectual property is a type of intangible asset that

includes trademarks, patents, logos, websites, domain

names, and software.

2. Decide to lease or buy

a. Lease

i. Benefit:

1. Needs less cash or credit upfront

2. Short-term leases let you test out the equipment

3. Maintenance is sometimes included at no extra

cost

https://www.sba.gov/business-guide/manage-your-business/manage-your-finances
https://www.sba.gov/business-guide/manage-your-business/pay-taxes
https://www.sba.gov/business-guide/manage-your-business/pay-taxes
https://www.sba.gov/business-guide/manage-your-business/buy-assets-equipment


4. Lease payments for business assets are typically

tax deductible

ii. Disadvantages:

1. The lifetime cost is normally higher than buying

2. Replacing it when the lease is up could be

expensive

3. Depreciation of leased assets typically isn’t tax

deductible.

iii. Types

1. Operating leases work like a traditional rental.

You don’t own the asset, so it doesn’t get added to

your balance sheet.

2. Capital leases work more like a loan. For

accounting purposes, you own the asset. It does

get added to your balance sheet, and you can

claim depreciation and interest expenses.

3. You might want to ask an attorney to review a

lease with you before signing, especially if any of

the terms or conditions are unclear.

b. Buy

i. Benefits

1. You can claim depreciation on your taxes

2. The lifetime cost to buy is usually less than leasing

3. You can count it as an asset on your balance sheet

ii. Disadvantages:

1. Needs more cash or credit upfront

2. Less opportunity to “test out” the asset

3. You could be fully liable for maintenance and

replacement

b. HR
i. Create an employment plan

1. Determine if you need state/local tax IDs

2. Plan to gather important documents such as W4s or W9s, SSN cards etc.

for employees

3. Schedule pay periods to coordinate tax withholding for IRS

4. Create a compensation plan for holiday, vacation and leave

5. Choose an in-house or external service for administering payroll

6. Decide who will manage your payroll system

7. Know which records must stay on file and for how long

8. Report payroll taxes as needed on quarterly and annual basis

9. The IRS maintains the Employer’s Tax Guide, which provides guidance on

all federal tax filing requirements that could apply to the obligations for

your small business. Check with your state tax agency for employer filing

stipulations.

10. Determine if you will hire W2 employees or Independent Contractors

(1099)

https://www.sba.gov/business-guide/manage-your-business/hire-manage-employees


11. Know the required benefits for employees (W2):

a. Social Security taxes

b. Workers’ Compensation

c. Disability Insurance: Disability pay is required in California,

Hawaii, New Jersey, New York, Rhode Island and Puerto Rico

d. Leave benefits

e. Unemployment insurance

12. Optional employee benefits with laws

a. If a benefit you offer is optional, be sure to research if having the

benefit requires you to comply with particular laws surrounding it.

13. Determine employee incentive programs such as stock options, flex time,

wellness programs, corporate memberships and/or company events.

14. Be sure to learn and adhere to Federal and State Labor Laws

15. Know and train your employees on Cyber Threats

c. Business Compliance
i. Stay up to date with filing paperwork and taxes

ii. Stay up to date on regulations with any applicable marketing and advertising laws,

copyright laws, workplace poster laws, workplace health and safety laws, and

Americans with Disabilities Act (ADA) laws.

iii. Keep organized documentation of all company records and documentation

iv. Stay up to date on federal licenses, permits, or certificates

v. Stay up to date with the Affordable Care Act and it’s requirements

vi. There are requirements defined for each company type:

1. Corporations: Hold initial and annual director and shareholder meetings,

record their meeting minutes, adopt and maintain bylaws, issue stock to

shareholders, and record all stock transfers.

2. LLCs: Maintain an updated operating agreement, issue membership

shares, record all membership interest transfers, and hold annual

meetings.

vii. Annual Filing Requirements

1. Annual report or biennial statement.

2. Statement filing fees

3. Franchise tax.

4. Initial reports.

5. Articles of Amendment

d. Marketing and Sales Plan
i. Make a Marketing/Sales plan

1. Determine your Target market and elaborate in detail

2. Describe what gives your product or service an advantage over the

competition.

3. Determine how you’ll sell to your beneficiaries.

4. Describe your marketing and sales goals for the next year and how you

plan to achieve them.

a. List marketing channels you’ll use, like online advertising, radio

ads, or billboards.

https://www.sba.gov/business-guide/manage-your-business/stay-safe-cybersecurity-threats
https://www.sba.gov/business-guide/manage-your-business/stay-legally-compliant
https://www.sba.gov/business-guide/manage-your-business/marketing-sales


b. Determine how you plan on staying connected with your

beneficiary post application.

c. The Federal Government + The Center for Medicare Medicaid

Services (CMS) regulates advertising, so make sure your

advertising is compliant.

5. Create a spreadsheet that breaks down your marketing/sales budget plan.

ii. Measure and update your plan

1. Plan to compare your marketing and sales costs to the revenue your sales

generates.

2. Some tactics are hard to measure  — like print advertising or

word-of-mouth campaigns. Get creative and use others’ advice, but be

consistent in how you measure the effectiveness of your marketing efforts.

3. At minimum, your marketing plans should be maintained on an annual

basis

7. Register with CMS/Department of Insurance
a. Apply for NPN

b. Make sure the principle of the agency is licensed and has done all registration steps to

become a licensed agent

c. Carrier Specific:

i. Determine if Agency E&O is determined or if Principle E&O suffices

ii. Transition your principal’s personal agent contract to a corporate contract (if you’re

not with an FMO)

8. Connect with SMA
a. Identify the states you plan to sell and recruit

i. Visit NIPR to determine state requirements

ii. Complete application

iii. Pay for the application

iv. Submit application for state approval

b. Connect with the SMA sales team

i. SMA Sales team to review/consult your marketing/sales plan

ii. Identify carriers that are competitive in areas you plan to sell in

iii. Work with SMA to establish levels for each carrier

1. Agency Structure

2. Determine structure of agency

a. What type of agents (LOA vs Direct)

b. Do you want independent FMO model

i. Support agents/agencies, but comp is not assigned to the

agency

3. Determine Sales Plan/Products

a. Is your agency digital or brick and mortar

b. Are you local, regional, national?

c. Onboard

i. Agency required to complete/return the following onboarding documents

1. Agency Profile Packet

2. EFT Form

3. W9



4. Voided check

5. Insurance License(s)

6. E&O Certificate

7. AHIP

ii. Contracting team will send onboarding links and/or paper contracts with override

agreements for the carriers that hold internal hierarchies

iii. Links and/or paper contracts sent via email must be completed

iv. Certifications will need be completed (MAPD carriers only)

1. Product Exams - Carrier specific tests; Contracting would send them links

(free)

2. If the agency principal has not done so already, they will need to complete

AHIP

3. Once completed, along with onboarding paperwork the agency will

become appointed.

4. The agency will receive an email from the carrier notifying them they are

Ready to Sell

v. Contracting will add carriers to the agency’s recruitment link. This is where the

agent can onboard under the agency

vi. The SMA Marketing/Sales team will assist in helping you with a marketing plan.

This is where they will advise you on how to market. You will be responsible for

contracting your own vendors to build your resources such as websites.

9. Maintain your status
a. When the new year certification released, agency principal + agents  are required to take

each carrier cert by the carrier established deadline

b. Complete AHIP annually (agency principal pays for themselves; agents pay for themselves)

c. Continuing Education bi-annually (agency pays for this) - all agents + agency within the org

need to take to keep license active

d. Keep E&O active at all times to stay compliant




