


S T O C K H O L D E R  L E T T E R

Springing Forward

T.S. Eliot said that April is the cruelest month. For many car 
lovers, these late winter and early spring days are difficult to 
bear. The days are getting longer and driving season is almost 
upon us. We know that miles of great roads lie just in front of 
us. And we are ready. 

Hagerty is in a similar transition 
period. We are proud of 
how we weathered 2022’s 
macroeconomic realities, 
delivering total revenue growth 
of 27%. But those realities 
also challenged us to evaluate 
our strategy and prioritize our 
investments so that we drive 
improved profitability in 2023. 

We intend to do that by focusing 
on the parts of the business that provide the 
most underlying value while also looking for 
ways to drive additional efficiencies. With 
this approach, we believe we will return to our 
historic levels of profitability while maintaining 
strong top line momentum through thoughtful 
investments. At the core of our competitive 
advantages is the long-standing strength of the 
Hagerty brand. We will continue to invest in 
that brand, our people, and our technology, but 
with an eye on fiscal discipline. This includes 
the actions taken during the fourth quarter to 
reduce our workforce and take a hard look at 

our overall cost structure as a 
managing general agency. 

As I have said before, we have 
a resilient business model but 
are not immune to the broader 
economy. For example, during 
the darkest moments of 2008 
and 2009, we still were able 
to grow our written premiums 
in the 7-8% range.  While this 
is lower than the mid-teens 

growth that we have targeted and delivered, we 
have since re-accelerated back to 15% growth 
in 2022 and compounded at 13% over the last 
decade. Resilience like this does not happen 
by accident. It is the product of long-term 
planning and an outstanding product delivered 
by a dedicated team of employees, whom we 
call One Team Hagerty. Because of them, our 
Net Promoter Score increased to a robust 83, 
double the industry average and proof that 
we are delivering every day on our promise to 
provide the very best member experience and a 
superior value proposition.

Dear Hagerty Stockholders, Members and One Team Hagerty,  



Though Hagerty has been selling insurance 
since the 1980s, in many ways, we are just 
getting started. Currently, we insure roughly 2.2 
million vehicles, and yet we are only scratching 
the surface of the addressable market that 
we serve with a 4.1% share of the more than 
45 million vehicles in North America. This 
addressable market continues to grow, with 69 
million people in the U.S. alone self-describing 
as “automotive enthusiasts,” and looking to 
acquire their first enthusiast vehicle. It is a 
robust opportunity and a highly fragmented 
market, meaning we are well positioned to 
lengthen our leadership position by finding 
new ways to serve our members. Yes, we will 
continue to sell insurance to more and more of 
these enthusiasts, but we also expect to see an 
ever-increasing percentage of our growth come 
from our broader ecosystem of automotive 
events, membership services and transactions 
that we offer and enable.  

The newest part of that ecosystem is our buy/
sell Marketplace, which aims to be a leading 
global trading platform in the collector car 
industry, differentiated by the quality of cars 

offered, the best advice based on research and 
data analytics, and exceptional client service. 
A key piece of this was our acquisition of Broad 
Arrow Group, a newly formed team of industry 
veterans with a track record of success in the 
live auction, private sale, and asset-lending 
space. The market seems to agree. By the end 
of the 2022 – in just five months – Broad Arrow 
tallied $86 million in vehicle sales.

Earlier this year, we also launched digital 
auction sales through Marketplace. While 
still in test mode, we believe Marketplace – 
fueled by the trusted Hagerty name and new 
confidence-building features for buyers – 
will prove popular and allow us to capture a 
meaningful piece of the global transactional 
market for collectible vehicles, the value 
of which measures over one trillion dollars 
in vehicle value and billions of potential 
commissions.

Since becoming a publicly listed company on 
the New York Stock Exchange in December of 
2021, our share price, despite the typical ups 
and downs, has performed well against well-
established indices, and even 
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better against newly listed companies. We 
believe this is indicative of the good things 
to come. It means our investors believe in 
the fundamentals of our business, our future 
growth potential, and our path to dramatically 
improved profitability. We have a detailed long-
term strategy and a team that is committed to 
achieve our 2023 plans. We are building on our 
strengths and history and yet executing with 
agility to address the significant opportunity in 
the auto enthusiast world.  

They say the only constant in life is change. 
And that is certainly true of our uncertain 
spring weather here in Michigan, our home 
base, and the fits and starts of the global 
economy. However, we are fortunate to operate 

in a space where there is one constant, and 
that is the universal passion for cool cars and 
great drives with our loved ones. 

Our opportunity as a company, and as a 
movement, has never been greater. And while 
no one is immune to difficult times, agile 
companies adjust as necessary, reorient on the 
road ahead, and punch the accelerator.

That is precisely what we intend to do in 2023.  

Keep on driving! 

 

McKeel Hagerty 
CEO, Hagerty 
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Where You Can Find More Information

In this Annual Report on Form 10-K, "we," "our," "us," "Hagerty," "HGTY," and the "Company" refer to Hagerty, Inc., 
formerly known as Aldel Financial Inc. ("Aldel"), and its consolidated subsidiaries including The Hagerty Group, LLC 
("The Hagerty Group"), unless the context requires otherwise. We file annual, quarterly, and current reports, proxy 
statements and other information with the United States ("U.S.") Securities and Exchange Commission (the "SEC"). 
General information about us can be found at investor.hagerty.com. The information contained on or connected to our 
website is not incorporated by reference into this Annual Report on Form 10-K and should not be considered part of this 
or any other report filed with the SEC. Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q and Current 
Reports on Form 8-K, as well as any amendments to those reports, are available free of charge through our website at 
investor.hagerty.com as soon as reasonably practicable after we file them with, or furnish them to, the SEC. The SEC also 
maintains a website at www.sec.gov that contains reports, proxy statements, and other information regarding SEC 
registrants, including Hagerty, Inc. 

Cautionary Statement Regarding Forward-Looking Statements

This Annual Report on Form 10-K, as well as information included in oral statements or other written statements made by 
us, contain statements that constitute "forward-looking statements" within the meaning of the Private Securities Litigation 
Reform Act of 1995. All statements contained in this Annual Report on Form 10-K other than statements of historical 
fact, including statements regarding our future operating results and financial position, our business strategy and plans, 
products, services, and technology offerings, market conditions, growth and trends, expansion plans and opportunities, 
and our objectives for future operations are forward-looking statements. Forward-looking statements can be identified by 
words such as "anticipate," "believe," "envision," "estimate," "expect," "intend," "may," "plan," "predict," "project," 
"target," "potential," "will," "would," "could," "should," "continue," "ongoing," "contemplate," and other similar 
expressions, although not all forward-looking statements contain these identifying words. 

We have based these forward-looking statements largely on our current expectations and projections about future events 
and trends that we believe may affect our financial condition, results of operations, business strategy, short-term and long-
term business operations and objectives, and financial needs. These forward-looking statements are subject to a number of 
risks, uncertainties, and assumptions, including those described in Part I, Item 1A, "Risk Factors" in this Annual Report 
on Form 10-K. In light of these risks, uncertainties, and assumption, the future events and trends discussed in this Annual 
Report on Form 10-K may not occur and actual results could differ materially and adversely from those anticipated or 
implied in the forward-looking statement.

Factors that could cause actual results to differ materially from those expressed or implied in forward-looking statements 
include, among other things, our ability to:

• compete effectively within our industry and attract and retain Members;

• maintain key strategic relationships with our insurance distribution and underwriting carrier partners;

• prevent, monitor and detect fraudulent activity; 

• manage risks associated with disruptions, interruptions, outages or other issues with our technology platforms or 
our use of third-party services;

• accelerate the adoption of our membership products as well as any new insurance programs and products we 
offer;

• anticipate and address impacts from the COVID-19 pandemic;

• manage the cyclical nature of the insurance business, including through any periods of recession, economic 
downturn or inflation;

• address unexpected increases in the frequency or severity of claims;

• comply with the numerous laws and regulations applicable to our business, including state, federal and foreign 
laws relating to insurance and rate increases, privacy, the internet, and accounting matters; 

• manage risks associated with being a controlled company; and

• successfully defend any litigation, government inquiries, and investigations.
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You should not rely on forward-looking statements as predictions of future events. Although we believe that the 
expectations reflected in the forward-looking statements are reasonable, we cannot guarantee that the future results, 
performance, or events and circumstances reflected in the forward-looking statements will occur. Moreover, we operate in 
a very competitive and rapidly changing environment. New risks emerge from time to time. It is not possible for our 
management to predict all risks, nor can we assess the effect of all factors on our business or the extent to which any 
factor, or combination of factors, may cause actual results to differ materially from those contained in any forward-
looking statements we may make. The forward-looking statements in this Annual Report on Form 10-K represent our 
views as of the date of this Report. We undertake no obligation to update any of these forward-looking statements for any 
reason after the date of this Annual Report on Form 10-K or to conform these statements to actual results or revised 
expectations.

Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and any amendments 
to those reports, are available free of charge on our website, investor.hagerty.com, under the heading "Financials" 
immediately after they are filed with, or furnished to, the SEC. We use our investor relations website, 
investor.hagerty.com, as a means of disclosing information which may be of interest or material to our investors and for 
complying with disclosure obligations under Regulation FD. Accordingly, investors should monitor our investor relations 
website, in addition to following our press releases, SEC filings, public conference calls, webcasts, and social media 
channels. Information contained on or accessible through, including any reports available on, our website or social media 
channels is not a part of, and is not incorporated by reference into, this Annual Report on Form 10-K or any other report 
or document we file with the SEC. Any reference to our website in this Form 10-K is intended to be an inactive textual 
reference only.
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Glossary of Terms

The following is a glossary of selected terms used throughout this Annual Report on Form 10-K that are technical in 
nature:

ASU Accounting Standards Update. The Financial Accounting Standards Board ("FASB") issues an ASU to communicate 
changes to the FASB Codification.

BMA Bermuda Monetary Authority, established under the Bermuda Monetary Authority Act of 1969. The BMA 
supervises, regulates and inspects financial institutions operating from within its jurisdiction.

Book of Business Insurance policies bound by us with our Carriers (as defined below) on behalf of our insurance 
Members (as defined below).

Business Combination The business combination that was completed on December 2, 2021, pursuant to the Business 
Combination Agreement (as defined below).

Business Combination Agreement The agreement dated as of August 17, 2021, by and among Aldel, Aldel Merger Sub 
and The Hagerty Group. The Business Combination Agreement is provided as Exhibit 2.1, incorporated by reference 
within Item 15. Exhibits, Financial Statement Schedules, in this Annual Report on Form 10-K.

BSCR Bermuda Solvency Capital Requirement, which is the Bermuda Monetary Authority's risk-based capital model that 
was developed to enhance the capital adequacy framework for the insurance sector.

Carrier An insurance company.

CUC Contingent Underwriting Commission, a profit-share based on the calendar-year performance of the insurance book 
of business with a carrier.

GAAP Accounting principles generally accepted in the United States of America.

Hagerty Re Hagerty Reinsurance Limited, our wholly owned captive reinsurance subsidiary.

Hagerty Group Units A unit of economic interest of The Hagerty Group.

HDC Hagerty Drivers Club membership program.

HHC Hagerty Holding Corp., a close corporation under Delaware law.

IBNR Incurred but not reported, a reserve account used as a provision for claims and/or events that have transpired but 
have not yet been reported to the Carrier.

Legacy Unit Holders HHC and Markel, the economic owners of The Hagerty Group, prior to the consummation of the 
Business Combination.

Loss Ratio Expressed as a percentage, the ratio of (1) losses and loss adjustment expenses incurred to (2) earned premium 
in Hagerty Re.

Markel Markel Corporation, a holding company for insurance, reinsurance and investments operations, headquartered in 
Richmond, Virginia.

Members Insurance policyholders and HDC paid subscribers.

MGA Managing General Agent, an insurance agent or broker that has been granted underwriting authority by an insurer.

MHH Member Hubs Holding, LLC is a joint venture formed to create Hagerty Garage + Social between Hagerty 
Ventures LLC, a wholly owned subsidiary of The Hagerty Group, and HGS Hub Holdings LLC. 

NPS Net Promoter Score, which is used as an important measure of the overall strength of our relationship with Members. 
As a leading auto enthusiast brand, we use NPS as a barometer for Hagerty brand loyalty and engagement, and is a strong 
indicator of growth and retention.

Omnichannel A multichannel approach to sales that focuses on providing a seamless Member experience. 

PIF Policies in Force, which is the number of current and active insurance policies as of the applicable period end date.

TABLE	OF	CONTENTS

iv



SaaS Software as a Service, a software licensing and delivery model in which software is licensed on a subscription basis 
and is centrally hosted.

Written Premium The amount of total insurance premium written on policies that were bound by our insurance carrier 
partners during the applicable period.

TRA Tax Receivable Agreement, a contract between Hagerty, Inc. and the Legacy Unit Holders for payment from 
Hagerty, Inc. of 85% of the cash tax savings that results from the step-up in basis from the exchange of Hagerty Group 
Units and Class V Common Stock for Class A Common Stock of Hagerty, Inc.
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PART I

ITEM 1: BUSINESS

Company Overview

Hagerty is a global market leader in providing insurance for classic cars and enthusiast vehicles. We consistently earn 
strong net promoter scores ("NPS") by providing auto enthusiasts superior insurance coverage with excellent customer 
service and at lower prices than traditional carriers. We have also leveraged our trusted insurance brand to build a leading 
automotive lifestyle brand. We offer an automotive enthusiast platform that protects, engages, entertains and connects 
with our insurance policyholders and Hagerty Drivers Club ("HDC") paid subscribers (collectively, "Members") and other 
car enthusiasts. Our goal is to save driving and car culture for future generations. 

We have developed an ecosystem of products, services and entertainment for car lovers that catalyzes their passion for 
cars and driving. The first Hagerty company was founded in 1984. Hagerty, Inc., a Delaware corporation, was formed in 
2020 and our business today offers four highly integrated strategic product areas: Insurance, Membership, Marketplace 
and Media & Entertainment.

The backbone of our ecosystem is our fast-growing insurance operations. People take excellent care of the things they 
love, and we take great pride in protecting and preserving our Members’ treasured vehicles. During the past 38 years, we 
have consistently grown our insurance operations and currently insure more than 2.2 million classic cars and enthusiast 
vehicles worldwide. We have built a strong reputation for providing great customer service for Members through our 
passionate member service center, resulting in a NPS of approximately 83 over the last decade. Further, our insurance 
policy retention rate has been close to 90% over the past decade, with a typical policy life of approximately nine years. 

Our market data informs our strategic decisions. Years ago, we decided to follow the data insights we gathered from our 
insurance operations to design and build additional adjacent and integrated offerings for car enthusiasts in order to drive 
retention and loyalty. Our products are intended to work together to engage, entertain, and connect with car lovers at 
various stages of their passion — digitally, on the track, in the garage, at an event, or on the road. We believe the 
combination of insurance and these adjacent offerings creates an ecosystem of products generating multiple points of 
monetization, resulting in an attractive recurring revenue business model.

As we continue to grow, we believe our digitally driven thinking will continue to enhance Member engagement and 
reduce transaction friction. Our systems must be highly integrated, whether to issue an insurance policy or to sell a ticket 
to a car event. We think long-term. We believe the combination of these activities positions us to continue to grow into a 
multi-dimensional ecosystem catering to a large and expanding auto enthusiast market.
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Industry and Market Opportunity

We love cars and we are not alone. The collector vehicle market is large and growing. We estimate that there are 
approximately 45 million insurable collector cars in the U.S., of which approximately 11 million are pre-1981 and 
34 million are post-1980 collectibles. Further, we estimate that the U.S. market translates into $12 to $15 billion of annual 
premium for insurable collector cars based on an average vehicle premium of $300 per year. While we have grown our 
written premium by an average of 15% per year over the last decade and have become one of the leading providers of 
collector car insurance, we estimate our market share in the collector vehicle insurance market is currently only 4%. 

Growth in the collector vehicle market, as evidenced by recent sales activity and increased values, is being enhanced by 
several factors, including:

• Cars manufactured after 1980 are becoming modern collectibles.

• Increasing focus on collectible cars as an asset class for investment. These cars have an 8% historical annual 
appreciation. According to our estimates, approximately 63% of the vehicles in our database increased in value in 
2022.

• Demographic factors such as baby boomer retirements and millennial interest are driving up demand for collector 
cars.

• Expanding automotive subcultures are adding to the automotive enthusiast community.

• The supply of enthusiast vehicles is continuing to expand as premium luxury cars are being built in greater 
numbers than ever before.

We believe we are well positioned to capture a larger share of this growing market. In order to fully capitalize on this 
opportunity, we apply a data driven Member and vehicle segmentation approach that combines an understanding of 
vehicle ownership data, demographic data and vehicle usage. Based upon this approach, we are able to analyze key 
vehicle markets, explore additional opportunities within these markets, overlay demographic and usage data to enrich our 
approach and leverage the information to better serve the auto enthusiast community.
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Business Model and Competitive Strengths

The Hagerty brand has been carefully curated over the last four decades by providing Members with excellent customer 
service through our team of passionate automotive experts, resulting in an industry leading NPS score of 83 and insurance 
Member retention rate of nearly 90%. Our product offerings are built to earn a steady and increasing share of car lovers’ 
discretionary spending. To illustrate, by investing in Membership, Marketplace and Media & Entertainment, we have the 
opportunity to counteract insurance policy attrition resulting from vehicle sales by establishing a relationship with the new 
owner through these product offerings. Our array of products and services functions not only as part of our growth 
strategy and market expansion but also to diversify our revenue streams in the future.

Insurance

We provide insurance for more than 2.2 million classic cars and enthusiast vehicle worldwide. Our insurance business 
model positions us to control the pricing and underwriting of the insurance policies, benefit from steady fee-based income 
and engage directly with consumers. With our vast network of brokers and agents, and through our strategic insurance 
partners, we believe we are positioned to capture more of the large and growing enthusiast vehicle insurance market over 
the coming decade.

Our insurance model generates two types of revenue: (1) commission and fees and (2) earned premium. As a Managing 
General Agent ("MGA"), we underwrite, sell and service policies on behalf of our carriers and earn commission revenue 
based on the level of written premiums. Then, because we have confidence in our underwriting, as demonstrated by our 
predictably low loss ratios, we reinsure a portion of the written premium through Hagerty Re and recognize earned 
premium as additional revenue.

We utilize our data science capabilities to benefit both our MGA activities, as well as our risk-taking activities through 
Hagerty Re. Some examples of how we utilize data science include:

• Underwriting and Risk Assessment: Decades of data allow us to accurately assess the risk associated with insuring 
collectible cars through actuarial analysis, which leads to more efficient underwriting and appropriate pricing.

• Market Analysis: Machine learning algorithms are designed to analyze data on collector car sales and values to 
identify trends and initiate automated marketing, sales and servicing workflows.

• Customer Service: AI-powered tools provide instant and accurate responses to Member inquiries, freeing up our 
member service agents to handle more complex issues and improve the Member experience.

• Claims Processing: Streamlining the claims process by automating routine tasks and flagging potential fraud.

We are investing substantial resources in research and development to enhance our platform, develop new products and 
features, and improve the speed, scalability, and security of our platform infrastructure. Our research and development 
organization consists of world-class engineering, product, data, and design teams. These teams work collaboratively to 
bring our products to life, from conception and validation to implementation.

Commission Revenue

We earn commission revenue for the distribution and servicing of classic and collector motor vehicle and boat insurance 
policies written through personal and commercial lines agency agreements with multiple carriers in the U.S., Canada, and 
the United Kingdom ("U.K."). On average, we generate commissions equal to 32% of the written premium, as well as up 
to an additional 10% of contingent underwriting commissions based on achieving targeted loss ratios. We have a track 
record of success, including high retention rates of nearly 90% and low loss ratios averaging under 40% over the last 
decade. 

Our insurance offerings are centered around our "Guaranteed Value" insurance policy which differentiates our coverage 
from the standard auto insurance market. This means the covered vehicles are insured at their true replacement cost, 
whereas standard auto coverage is insured at a depreciated value. We work closely with our Members to determine the 
right amount of coverage for their vehicle, utilizing Hagerty Valuation Tools ("HVT"), which has been built over decades 
of collecting vehicle sales information. If a car experiences a covered total loss, we pay the full amount of the car's insured 
value without any depreciation. 

Omnichannel Distribution

Our insurance products are unique due to our omnichannel distribution approach — meaning we sell to our insurance 
Members wherever they need us. This omnichannel approach allows us to interact with Members across three channels: 
(1) directly to consumers; (2) through independent agents and brokers; and (3) through strategic distribution partnerships.
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Direct Sales Channel

Our direct sales channel is serviced by our employee agents working across all 50 states and three countries to drive new 
business flow. Approximately 45% of our total U.S. auto written premium is generated through direct sales. As explained 
further below under "Membership", we connect with our Members at multiple points of engagement whereas typical 
insurance companies engage with their customers only at the point of purchase and upon renewal. We have built an 
ecosystem around the automotive enthusiast that results in multiple interactive touchpoints annually.

We believe that consumers who feel part of an enthusiast community or club are more engaged and have higher renewal 
rates than those who simply purchase a good or service. Our insurance policy retention rate is nearly 90% with a typical 
policy life of approximately nine years, resulting in a strong recurring revenue model in large part because of our leading 
NPS. This is a significant competitive advantage over competitors who, without strong affinity or engagement, are left to 
define their competitive edge based on price. Our community of engaged automotive enthusiasts is a stark differentiator 
from our competitors who, in our eyes, have a transactional, price-based relationship with their customers.

Independent Agent and Broker Channel

Approximately 33% of our total U.S. auto written premium is generated by the agent and broker channel through our 
relationships with over 45,000 independent agents and brokers, including the independent agents in our partnership 
channel as discussed below. Our independent agents and brokers represent all of the top 10 brokers in the U.S. by revenue. 
One of the greatest competitive threats agents and brokers face is the battle against "ordinary." It can be challenging for 
these firms to create a memorable or distinctive experience for insurance buyers. We are often told by agents and brokers 
that partnering with us to bring value and joy to their enthusiast clients is unmatched in the marketplace. Our high-
engagement and experiential approach to the market is often co-branded by our agents/brokers to deliver auto enthusiasts 
an experience the agent/broker could not deliver themselves. As a result, both brands benefit together in longer-lasting and 
more intimate client relationships.

Partnership Channel

We also market our insurance products through our insurance distribution partners. This channel consists of partnerships 
with 9 of the top 10 largest auto insurers (as ranked by S&P Global Market intelligence based upon 2021 direct premiums 
written) and currently accounts for approximately 22% of total written premium. Under these arrangements, we generally 
make our specialty insurance products and related services available to the carrier's brokers and the brokers then refer or 
present to us their clients who cannot obtain through the carrier itself the types of specialty classic or collector car 
insurance products and services the client wants or needs. Under one distribution partnership, we serve as the carrier's 
exclusive managing general underwriter for classic and collector car insurance products. Our track record of expertise and 
growth creates opportunities for cultivating strong, mutually beneficial partnerships that allow us to continue to 
meaningfully grow our share of the collector car market in the U.S. that we don’t service today. 

Most insurance companies offer and compete for multi-line insurance: auto, property, liability, boat, aircraft, and other 
exclusive collectables. Our focus on collector vehicle products and services reduces competitive threats for partners and 
raises their confidence in trading with us. Furthermore, we focus our investments on developing capabilities that serve the 
interests of the car enthusiast market. This depth and discipline of focus has enabled us to maintain a "neutral" and non-
threatening partner of choice position with the highest quality automobile insurance companies in the market. 

Our approach to partnerships enables complementary growth. Our business model is attractive to our partners because we 
offer a full-service solution for their specialty customers and their specialty cars. We handle product development and 
pricing, sales and service, underwriting and claims services on behalf of our underwriting carriers, and we offer Member 
benefits tailored to the enthusiast all through our proprietary technology and by our sales and service teams. For partners, 
our focus on the collector car space allows them to focus on other parts of their business portfolios. We then align 
financial interests so both parties enjoy a gain-share approach to the relationship, which creates strong and more durable 
institutional bonds. When our partners win and grow, we do as well. We take great care to build partnerships with firms 
who share our cultural principles and intense focus on customer service. 

Strategic Agreements

State Farm Alliance

We entered into a master alliance agreement with State Farm Mutual Automobile Insurance Company ("State Farm") in 
2020 to establish an alliance insurance program whereby State Farm’s customers, through State Farm agents, will have 
access to our features and services. We expect to begin these services in the second half of 2023, at which point we will 
add State Farm's approximately 19,200 agents to our partnership channel. 
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As part of our master alliance agreement with State Farm, we also entered into a managing general underwriter agreement 
whereby the State Farm Classic+ policy will be offered through State Farm Classic Insurance Company, a new wholly 
owned subsidiary of State Farm, subject to any applicable state regulatory review and approval. The State Farm Classic+ 
policy will be available to new and existing customers through State Farm agents on a state-by-state basis. Hagerty 
Insurance Agency, LLC will be paid a commission under the managing general underwriter agreement and ancillary 
agreements for servicing the State Farm Classic+ policies. Additionally, we have the opportunity to offer HDC 
membership to State Farm Classic+ customers, which provides us an additional revenue opportunity.

Markel Alliance

Markel is the ultimate parent company of Essentia Insurance Company ("Essentia"), which serves as the dedicated carrier 
for specialty classic and collector vehicle insurance policies sold by our affiliated U.S. and U.K. MGA subsidiaries. 
Essentia is exclusive to our MGAs and writes no business other than insurance policies for Hagerty. Under this 
arrangement, we are licensed and appointed as Essentia’s MGA and are authorized to develop insurance products, 
underwrite, bill and perform claims services for policies written through Essentia. State laws govern many of the activities 
under this relationship and our MGAs must maintain the appropriate licensing as a producer and, where required, as an 
MGA, plus additional requirements in some states for claims adjusting.

Essentia cedes premiums and risk through quota share reinsurance agreements to our key insurance distribution partners 
with the remaining retained premium being ceded to its affiliate, Evanston Insurance Company ("Evanston"). Evanston, in 
turn, cedes a portion of the business it reinsures from Essentia, to Hagerty Re. For Evanston to take credit for reinsurance 
under applicable state law, Hagerty Re maintains funds in trust for the benefit of Evanston. The Markel and Hagerty 
agreements governing the relationship expire at the end of 2030 and include extension periods. 

Aviva Canada Alliance

Aviva Canada Inc. ("Aviva") is the parent company of Elite Insurance Company and serves as the carrier for our affiliated 
Canadian MGA subsidiary ("Hagerty Canada") specialty classic and collector vehicle insurance program. The relationship 
with Aviva in Canada is exclusive with respect to specialty classic and collector vehicle insurance, with the exception of 
the Quebec province, where a third-party insurance agency carries the appropriate licenses and authority to submit 
business to Elite Insurance Company. Hagerty Canada receives compensation in the form of a broker commission. Elite 
Insurance Company and Hagerty Re have a reinsurance quota share agreement. The terms of the Aviva agreements expire 
in 2030 and include a 5-year extension. Canadian provincial laws govern many of the activities under this relationship 
and, in addition to appropriate carrier licensing requirements, Hagerty Canada must maintain the appropriate licensing.

Earned Premium

Because we have confidence in our underwriting, as demonstrated by our predictably low loss ratios, we reinsure a portion 
of the written premium through Hagerty Re and recognize earned premium as revenue. Hagerty Re, which was formed in 
Bermuda in 2017, shares in increasing amounts of the underwriting profit generated by the sale of insurance policies 
through our MGA affiliates. Our reinsurance capabilities allow us to efficiently deploy capital and create steady, 
consistent underwriting results. Our deliberate approach to managing risk and employing actuarial discipline to the 
underwriting process results in an attractive average loss ratio of 43% over the last three years. This compares favorably to 
the overall auto insurance industry average of approximately 66%. Our U.S. and U.K. quota share, or retained risk, was 
60% in 2021, 70% in 2022, and will increase to at least 80% in 2023. Importantly, our MGA affiliates also handle the 
claims for our programs so that we can ensure our Members are receiving high levels of service that are focused on the 
unique requirements of repairing vintage and rare vehicles. As a result, our insurance offerings work together to help us 
grow and share in the profits we generate.

Membership

Our focus on Membership offerings is intended to build a community of car lovers that are loyal to the Hagerty brand due 
to the multiple valuable points of engagement we provide.

Typical insurance businesses engage with their customers only a few times a year. Through our diverse Membership 
offerings, including HDC and Hagerty Garage + Social, we deploy an ecosystem of engagement, including both physical 
(through events and social functions) and digital platforms (through media content, social media engagement, market 
news and valuation data) that can result in numerous touchpoints with Members each year. We believe our leading NPS 
and strong retention rates reflect the effectiveness of our enthusiast ecosystem. 

HDC cultivates strong brand loyalty by providing multiple points of engagement to its approximately 753,000 HDC 
Members. A paid subscription to HDC gives Members access to our products and services, including Hagerty Drivers 
Club Magazine, automotive enthusiast events, our proprietary vehicle valuation tool, emergency roadside services and 
special vehicle-related discounts. As of December 31, 2022, approximately three-quarters of new insurance policyholders 
purchase a subscription to HDC. 
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Hagerty Garage + Social is a growing nationwide platform of premium, climate-controlled clubhouses and car storage 
facilities. This platform gives us a physical brand experience capability across a number of strategic markets in the U.S. 
and Canada. Hagerty Garage + Social locations are currently in Bedford Hills, New York; Chicago, Illinois; Delray 
Beach, Florida; Palm Beach, Florida; Miami, Florida; Redmond, Washington; Van Nuys, California; and Culver City, 
California. In Canada, we have a location in Burlington, Ontario. At these locations, Hagerty Garage + Social Members 
can store their collector vehicles, admire other car lovers’ stored vehicles and interact with similarly minded automotive 
enthusiasts, and experience events, activations and content in a branded, curated unique setting.

Marketplace 

Marketplace leverages the power of our ecosystem to serve car enthusiasts by offering services for buying and selling 
collector cars. The market for buying and selling collector cars is substantial, encompassing live and time-based online 
auctions and private sales. We estimate that there are approximately 45 million insurable collector cars in the U.S., valued 
at approximately $1.0 trillion. In 2022, we observed approximately 300,000 buy/sell vehicle transactions representing 
approximately $12.5 billion in total value trading hands in our U.S. insurance book, or approximately 1% of the estimated 
U.S. market value. We believe we can differentiate from other platforms and services by injecting a higher level of trust 
into this marketplace by using our existing size, scale and trusted brand status. 

In January 2022, we entered into a joint venture with Broad Arrow Group, Inc. ("Broad Arrow"), pursuant to which we 
invested $15.3 million in exchange for equity ownership of approximately 40% of Broad Arrow. Then, in August 2022, 
we acquired the remaining 60% of Broad Arrow in exchange for approximately $73.3 million of equity consideration 
consisting of Class A Common Stock and Hagerty Group Units. As a result of this acquisition, we and Broad Arrow 
expect to further leverage our respective product offerings and continue to build Marketplace.

Marketplace utilizes its live and time-based online auctions, conducted through Broad Arrow, as well as private sales 
through Hagerty Classifieds and Collectors Garage to facilitate the buying and selling of collector cars through the 
Hagerty ecosystem. Marketplace also conducts asset-backed financing through Broad Arrow Capital. Marketplace utilizes 
HVT, our valuation tool used by over three million people each year to access current and historic pricing data on more 
than 40,000 collector vehicle models based on our robust proprietary database of Hagerty Price Guide values dating as far 
back as 2006.

Media & Entertainment

Hagerty Media & Entertainment is how we create positive ongoing engagement with our current and prospective 
Members alike. Producing and distributing quality content and operating world-class car events help us establish and 
maintain our brand and bring additional context and value to Hagerty’s various products including Insurance, Membership 
and Marketplace.

Hagerty Media features the work of the nation’s top automotive content creators, journalists, and storytellers who bring 
the world of cars to life in exciting and unexpected ways across a variety of digital, print, and video media formats. 
Hagerty Media produces exclusive media content for our HDC Members as well as content we make available for free 
and is supported by advertising. This includes the award winning Hagerty Drivers Club Magazine (among the largest auto 
magazine based on audited circulation data), premium video content (2.5 million YouTube subscribers, nearly 500 million 
aggregate views), social media (4.7 million followers on Hagerty social media channels) and thousands of written articles 
read by over one million unique users every month. Hagerty’s media team covers entertainment, news, market 
information and vehicle valuation trends, all of which generate an engaged audience that drives retention and brings new 
Members into our ecosystem.

Car enthusiasts love to gather with one another informally and formally throughout the year. We sponsor or own more 
than 1,800 automotive events annually. Hagerty Events encompasses three of the largest Concours d’Elegance in the U.S. 
and an eclectic mix of small and large events where people share cars and camaraderie, whether these are small, casual 
touring events or exclusive drives with some of the finest cars in the world. Our team operates marquee Concours 
d’Elegance events including the Greenwich Concours, the Detroit Concours and The Amelia. We also own and operate 
the California Mille, RADwood, Concours d'Lemons, and the Motorlux event during the Pebble Beach car week. Hagerty 
monetizes these events through ticket sales and sponsored activations from hundreds of commercial partnerships. Events 
also create significant synergies with Insurance, Membership and Marketplace. In 2023, we will integrate live car auctions 
with some of our bigger owned events, including The Amelia and Motorlux.
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Business Attributes

Intellectual Property

We believe our intellectual property rights are valuable and important to our business. We rely on trademarks, patents, 
copyrights, trade secrets, license agreements, intellectual property assignment agreements, confidentiality procedures, 
non-disclosure agreements, and electronic and physical security measures to establish and protect our proprietary rights. 
Though we rely in part upon these legal, contractual, and other protections, we believe that factors such as the skill and 
ingenuity of our employees and the functionality and frequent enhancements to our platform are large contributors to our 
success in the marketplace. We intend to pursue additional intellectual property protection on such enhancements to the 
extent we believe it would be beneficial and cost-effective.

As of December 31, 2022, we have two issued patents in the U.S. and one in Canada. The issued patents generally relate 
to our vehicle information number decoder, which allows us to determine vehicle configuration details and associated 
vehicle values, and our method and system for storage and selective sharing of vehicle data. The issued patents are 
expected to expire in August 2030, May 2031 and May 2033. We continually review our development efforts to assess the 
existence and the ability to protect new intellectual property.

We have trademark rights in our name, our logo, and other brand indicia, and have trademark registrations for select 
marks in the U.S., Canada, U.K., European Union ("E.U.") and Australia. We have copyrights for our media and 
entertainment content and registered copyrights for our vehicle information tools in the U.S. We also have registered 
various domain names related to our brand for websites that we use in our business, including Hagerty.com.

Although we believe our intellectual property rights are valuable and strong, intellectual property rights are sometimes 
subject to invalidation or circumvention. Refer to the sections titled "Risk Factors — Risks Related to Our Business — Our 
intellectual property rights are extremely valuable and if they are not properly protected, our products, services, and 
brand could be adversely impacted." within Part I, Item IA — Risk Factors, in this Annual Report on Form 10-K for 
additional information.

Seasonality

Due to our significant North American footprint, our revenue streams, and in particular, commission and fee revenue, 
exhibit seasonality peaking in the middle of the second calendar quarter and diminishing through the rest of the year, with 
the lowest relative level of commission and fee revenue expected to occur in the fourth calendar quarter and beginning of 
the first calendar quarter. This seasonality is due to the fact that more vehicles are driven and purchased during the second 
and third quarters, and our twelve-month policies renew during those same quarters. We expect to experience seasonal 
and other fluctuations in our quarterly operating results, which may not fully reflect the underlying performance of our 
business.

Competition

We believe that our business model and ecosystem of integrated products is unique. While there are a number of other 
specialty insurance companies that offer collector vehicle insurance, we do not view these companies as significant 
competitors. We experience some competition in the larger standard auto insurance market. However, in lieu of 
competing with standard auto insurance carriers, we have formed relationships with many of them to offer their customers 
our membership subscription model coupled with our specialty insurance products. Through relationships with auto 
insurance carriers, we provide a high-touchpoint experience resulting in more appropriate levels of cost coverage and 
higher overall service satisfaction of Members. We believe that executing on our omnichannel strategy will allow us to 
continue to gain market share over time.

Investments

Our portfolio of investable assets is primarily held in cash, short-term investments, and Canadian Sovereign and 
Provincial fixed income securities. We manage the portfolio in accordance with investment policies and guidelines 
approved by our board of directors (the "Board"), in consultation with legal counsel and as may be required to be 
approved by applicable regulatory authorities. We have designed our investment policy and guidelines to provide a 
balance between current yield, conservation of capital, and liquidity requirements of our operations, setting guidelines that 
provide for an investment portfolio that is compliant with insurance regulations applicable to jurisdictions in which we 
operate.
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Employees and Human Capital Resources

Our culture is shaped by our people and is a strategic advantage for us. Our strategy involves hiring great people, 
providing challenging and meaningful work, and investing in their professional and personal development. In 2022, we 
announced the adoption of our remote-first model, which we believe enables us to attract top talent and provide 
employees the flexibility they increasingly seek. We aim to hire the best and set them up for success with individualized 
training and career development. Our objectives include effectively identifying, recruiting, retaining, incentivizing, and 
integrating our existing and additional employees.

As of December 31, 2022, we had 1,874 total employees, 1,866 of which were full-time employees. None of our 
employees are represented by a labor union or covered by collective bargaining agreements. We are recognized as having 
a highly engaged workforce as evidenced by the receipt of the Gallup Exceptional Workplace Award in 2021. This award 
is Gallup’s premier recognition for the highest level of employee engagement in workplace cultures, presented only to 
organizations that meet rigorous standards of excellence. In 2022, we were recognized by Fortune Magazine as one of the 
Best Workplaces in Financial Services & Insurance. Further, we have consistently received the "Great Place to Work" 
certification from the Great Place to Work Institute, Inc. over the past six years. 

Health and Wellness

The health and wellness of our employees and their families is integral to our success. We have a comprehensive benefits 
program to support the physical, mental and financial well-being of our employees. We have a self-insured medical plan 
in which our employees pay approximately 25% of the monthly estimated premiums. In addition to core medical, we offer 
maternity and paternity benefits to help employees who are looking to grow their family. To support the mental health of 
our employees, we offer clinical care providers, telehealth and employee assistance programs at no cost to them. 
Additionally, aside from our competitive paid time off program, we have Caregiver Time Off, which provides team 
members 40 hours each year of paid time off for caregiving responsibilities. 

Compensation

Our compensation programs are designed to attract, retain and motivate talented, deeply qualified and committed 
individuals who believe in our mission, while rewarding employees for long-term value creation. We have a pay-for-
performance culture in which employee compensation is aligned to company performance, as well as individual 
contributions and impacts. The potential for stock-based compensation awards through our equity incentive plan (the 
"2021 Equity Incentive Plan") and Employee Stock Purchase Plan are designed to align employee compensation to the 
long-term interests of our stockholders, while encouraging them to think and act like owners. We strive for a fair, 
competitive, transparent and equitable approach in recognizing and rewarding our employees.

Diversity and Inclusion

Our diversity and inclusion objective is to be a company where each of us genuinely belongs, is respected and valued, and 
can do our best work. We take this to heart not just within our Company, but also within the broader automotive 
enthusiast community.

To help achieve our internal goals, we focus on attraction, retention and development at all levels. This means that we will 
ensure fair and transparent processes in talent assessment and hiring, performance management and career progression 
and retention. We are creating a stronger sense of inclusion and belonging for our employees in general with a lens on 
representation. Engagement and belonging are fueled by having a meaningful connection to others and opportunities to 
grow and develop our careers. Across these dimensions, we are building programs, systems and tools that foster greater 
belonging.

We intend to continue to invest and further develop our leadership training and support to ensure that all leaders — those 
promoted, developing or hired — understand how to lead, keeping our diversity and inclusion principles top of mind in 
every aspect of their role.

Business Combination

On December 2, 2021 (the "Closing"), The Hagerty Group completed a business combination pursuant to the Business 
Combination Agreement with Aldel and a subsidiary of Aldel, Aldel Merger Sub LLC ("Merger Sub"). On December 3, 
2021, our Class A Common Stock and Public Warrants began trading on the NYSE under the new trading symbols 
"HGTY" and "HGTY.WS", respectively.
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Pursuant to the terms of the Business Combination Agreement (1) Merger Sub was merged with and into The Hagerty 
Group, whereupon the separate limited liability company existence of Merger Sub ceased to exist and The Hagerty Group 
became the surviving company and continues to exist as a Delaware limited liability company, (2) the existing limited 
liability company agreement of The Hagerty Group was amended and restated to, among other things, make Aldel a 
member of The Hagerty Group, and (3) Aldel changed its name from Aldel Financial Inc. to Hagerty, Inc. 

Following the Closing, Hagerty, Inc. is organized as a C corporation and owns an equity interest in The Hagerty Group in 
what is commonly known as an "Up-C" structure. Under this structure, substantially all of Hagerty, Inc.'s assets and 
liabilities are held by The Hagerty Group. The following chart summarizes this organizational structure following the 
Closing. This chart shows stockholders that own more than 5% of our Class A Common Stock and our warrant holders 
and is provided for illustrative purposes only. It does not purport to represent all legal entities owned or controlled by us:

Refer to Note 1 — Summary of Significant Accounting Policies and New Accounting Standards and Note 8 — Business 
Combination in Item 8 of Part II of this Annual Report on Form 10-K for additional information on the Business 
Combination. 
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ITEM 1A: RISK FACTORS

Described below are certain risks that we believe are applicable to our business and the industry in which we operate. 
Investors should carefully read the following factors as well as the cautionary statements referred to in "Cautionary 
Statement Regarding Forward-Looking Statements" herein. If any of the risks and uncertainties described below or 
elsewhere in this Annual Report on Form 10-K actually occur, our business, financial condition or results of operations 
could be materially adversely affected.

Risk Factors Summary

Our business is subject to numerous risks and uncertainties of which you should be aware. Among others, these risks 
relate to: 

• our ability to attract and retain Members and compete effectively within our industry;

• our dependence on a limited number of insurance distribution and underwriting carrier partners;

• our ability to prevent, monitor and detect fraudulent activity, including our reliance on a limited number of 
payment processing services;

• our reliance on a highly skilled and diverse management team and workforce and a unique culture;

• our ability to successfully execute and integrate future acquisitions, partnerships and investments;

• issues with our technology platforms and our ability to anticipate or prevent cyberattacks;

• the limited operating history of some or our membership products and the success of any new insurance programs 
and products we offer;

• our susceptibility to inflation, interest rate, and foreign currency exchange rate fluctuations;

• our ability to continue to develop, implement, and maintain the confidentiality of our proprietary technology and 
prevent the misappropriation of our data;

• the cyclical nature of the insurance business and our dependence on our ability to collect vehicle usage and 
driving data; 

• compliance with the numerous laws and regulations applicable to our business, including state, federal and 
foreign laws relating to insurance and rate increases, privacy, the internet, accounting matters, tax, and economic 
sanctions;

• unexpected increases in the frequency or severity of claims, including increases caused by catastrophic events;

• our reinsurers may not pay claims on a timely basis, or at all, which may materially adversely affect our business, 
financial condition, and results of operations; 

• unexpected changes in the interpretation of our coverage or provisions, including loss limitations and exclusions;

• our ability to successfully integrate Broad Arrow, our newly acquired collector car marketplace business vertical, 
and Broad Arrow Capital, our newly acquired collector car financing provider, and achieve the intended results of 
the acquisition;

• our only material asset is our interest in The Hagerty Group, and, accordingly, we will depend on distributions 
from The Hagerty Group to pay our taxes, including payments under the Tax Receivable Agreement ("TRA");

• whether investors or securities analysts view our stock structure unfavorably, particularly our dual-class structure;

• HHC controls us, and its interests may conflict with ours or yours in the future; 

• we are a "controlled company" within the meaning of the NYSE listing requirements, as a result, we will qualify 
for, and intend to rely on, exemptions from certain corporate governance requirements; and

• our common stock, including trading price declines from missed earnings guidance, trading volatility, lack of 
dividends, and anti-takeover provisions in our governing documents.
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Risks Related to Our Business

We have experienced significant Member growth over the past several years, and our continued business and revenue 
growth are dependent on our ability to continuously attract and retain Members and we cannot be sure we will be 
successful in these efforts, or that Member retention levels will not materially decline. 

If consumers do not perceive our service offerings to be of value, including if we introduce new or adjust existing 
features, adjust pricing, coverage or service offerings, or change the mix of offerings in a manner that is not favorably 
received by consumers, we may not be able to attract and retain Members. We may, from time to time, adjust the pricing 
or the pricing model itself, which may not be well received by consumers, and which may result in existing Members 
canceling their membership or obtaining services from a competitor and may result in fewer new Members joining our 
programs. In addition, many of our Members are referred to us through word-of-mouth from existing Members. If our 
efforts to satisfy our existing Members are not successful, we may not be able to attract new Members, and as a result, our 
ability to maintain and/or grow our business will be adversely affected.

A large percentage of our revenues are derived from sales through direct-to-consumer sales, including through digital 
channels. If we fail to meet consumer expectations for the Member experience through digital or other sales channels, our 
growth may be impacted through the loss of existing Members or inability to attract new Members.

A large percentage of our products and services are distributed through a few relationships and the loss of business 
provided by any one of them could have an adverse effect on us.

In addition to our direct sales efforts and independent channels, we market our insurance products through several 
insurance distribution partners. For the year ended December 31, 2022, approximately 16% of our commission revenues 
globally were attributable to four distribution partner marketing relationships. For two of these distribution partners, we 
have long-term arrangements, one of which has an expiration date in 2029 and the other in 2030. The other relationships 
have shorter durations. Upon expiration or termination of these agreements, these partners may decide not to continue to 
distribute our products and services or may be unwilling to do so on terms acceptable to us. If we are not successful in 
maintaining existing relationships and in continuing to expand our distribution relationships, or if we encounter 
regulatory, technological, or other impediments to delivering our services to Members through these relationships, our 
ability to retain Members and grow our business could be adversely impacted. In addition, the broker/agent relationships 
many of the partners we work with may change and their own internal strategy about how products are marketed may 
change, and, where we do not have exclusivity, we face competition by providers who seek to build or strengthen the 
relationships without distribution partners, which could cause a loss of focus on or exposure to our products and services, 
adversely impacting new sales.

We may not be able to prevent, monitor, or detect fraudulent activity, including transactions with insurance policies or 
payments of claims as well as transactions through our marketplace.

If we fail to maintain adequate systems and processes to prevent, monitor, and detect fraud, including employee fraud, 
agent fraud, fraudulent policy acquisitions, vendor fraud, buyer or seller marketplace sales fraud, fraudulent claims 
activity, or if an inadvertent error occurs because of human or system error, our business could be materially adversely 
impacted. Fraud schemes have become increasingly more sophisticated and are ever evolving into different avenues of 
fraudulent activity. While we believe that any past incidents of fraudulent activity have been relatively isolated, we cannot 
be certain that our systems and processes will always be adequate as fraudulent activity and schemes continue to evolve. 
Our employees are required to take anti-fraud training, and we use a variety of tools to protect against fraud, but the 
trainings and these tools may not always be successful at preventing fraud.

Instances of fraud may result in increased costs, including possible settlement and litigation expenses, and could have a 
material adverse effect on our business and reputation. In addition, failure to monitor and detect fraud and otherwise 
comply with state Special Investigation Unit requirements can result in regulatory fines or penalties.
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We rely on the expertise of our Chief Executive Officer, senior management team, and other key employees. If we are 
unable to attract, retain, or motivate key personnel, our business may be severely impacted.

Our success depends on the ability to attract, retain, and motivate a highly skilled and diverse management team and 
workforce. Our Chief Executive Officer is well known and respected in our industry. He is an integral part of our brand 
and his departure would likely create difficulty with respect to both the perception and execution of our business. 
Additionally, the loss of a member of our senior management team, specialized insurance experts or key personnel might 
significantly delay or prevent the achievement of our strategic business objectives and could harm our business. We rely 
on a small number of highly-specialized insurance experts, the loss of any one of whom could have a disproportionate 
impact on our business. Our compensation arrangements, such as our equity award programs, may not always be 
successful in attracting new employees and retaining and motivating our existing employees. Moreover, if and when our 
equity awards are substantially vested, employees under such equity arrangements may be more likely to leave, 
particularly if the underlying shares have seen a value appreciation.

Our inability to ensure that we have the depth and breadth of management and personnel with the necessary skills and 
experience could impede our ability to deliver growth objectives and execute our operational strategy. As we continue to 
expand and grow, we will need to promote or hire additional staff, and it may be difficult to attract or retain such 
individuals in a timely manner and without incurring significant additional costs. If we are not able to integrate new team 
members or if they do not perform adequately, our business may be harmed.

Our unique culture has contributed to our success, and if we are not able to maintain this culture in the future, our 
business could be harmed.

Our culture supports a high level of employee engagement, which translates into a service model that produces a high 
level of Member satisfaction and retention. We face a number of challenges that may affect our ability to sustain our 
culture, including:

• failure to identify, attract, reward, and retain people in leadership positions in our organization who share and 
further our culture, values, and mission;

• the size and geographic diversity of our workforce and our ability to promote a uniform and consistent culture 
across all our offices and employees working remotely;

• competitive pressures to move in directions that may divert us from our mission, vision, and values;

• the continued challenges of a rapidly evolving industry; and

• the increasing need to develop expertise in new areas of business needed to execute our growth plans and 
strategy.

If we are not successful in instilling our culture in new employees, or maintaining our culture as we grow, our operations 
may be disrupted and our financial performance may suffer.

Our future growth and profitability may be affected by new entrants into the market or current competitors developing 
preferred offerings.

Our business is rapidly growing and evolving, and we have many competitors across our different offerings. The markets 
in which we operate are highly competitive and we may not continue to compete effectively within our industry. We face 
competition from large, well-capitalized national and international companies, including other insurance providers, 
technology companies, automotive media companies, automotive auction and marketplace providers, other well-financed 
companies seeking new opportunities, or new competitors with technological or other innovations. Many of our 
competitors have substantial resources, experienced management, strong marketing, underwriting and pricing capabilities. 
Because collector auto insurance constitutes a significant portion of our overall business, we may be more sensitive than 
other providers of insurance to, and more adversely affected by, trends that could decrease auto insurance rates or reduce 
demand for auto insurance over time, such as industry advances in mileage-based or usage-based insurance offerings, 
changes in vehicle technology, autonomous or semi-autonomous vehicles, or vehicle sharing arrangements. In addition, 
there are limited barriers to entry in the automotive lifestyle business. Accordingly, more established brands with 
significantly more resources may compete against us in the automotive lifestyle business in the future. If we are unable to 
compete effectively, we may not be able to grow our business and our financial condition and results of operations may be 
adversely affected.

As a result of a number of factors, including increasing competition, negative brand or reputational impact, changes in 
geographic mix or product mix, and the continued expansion of our business into a variety of new areas, we may not be 
able to continue to grow our revenues at a high rate or at all. We may also experience a decline in our revenue growth rate 
as our revenues increase to higher levels. Our revenue growth may be impacted if there is a deceleration or decline in 
demand for our products and services due to changing market dynamics or demographic shifts.
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Future acquisitions or investments contain inherent strategic, execution, and compliance risks that could disrupt our 
business and harm our financial condition.

We may pursue acquisitions or investments to grow our business in line with our strategic objectives. Any acquisition or 
investment (whether for internal technology or products used or for external uses) may not achieve the desired return 
sought. These acquisitions or investments may also result in unforeseen liabilities or expenses, such as higher than 
expected costs due to market competition, regulatory approval requirements, delays in implementation, lost opportunities 
that could have been pursued with cash being used, litigation or regulatory enforcement post-acquisition or investment, 
contingent liabilities, implementation cost, misalignment of culture, loss of technology through theft or trade secrets 
exchanged, loss of key partners/vendors, currency exchange rate for foreign investment, timing within overall economic 
environment, carrying costs, and tax liabilities. Additionally, the risks from future acquisitions or investments could result 
in impairment charges against goodwill or increases in the liabilities on our Consolidated Balance Sheets, as well as 
missed earnings results. 

As we continue to grow our product offerings through partnerships and acquisitions we may be inherently absorbing 
or taking on additional risk.

Our continued involvement in event acquisitions and partnerships, and execution of events, may give rise to increased 
brand and reputational risk. If we are unable to successfully onboard associated employees, contractors, and volunteers 
and incorporate them into our culture, we may fail to maintain continuity of experience across our event offerings. We 
may experience an increase in financial liability and potential litigation due to a heightened exposure inherent in the 
operation of public events.

We may be subject to cyberattacks, and our reliance on third party providers for technology and service mean our 
operations could be disrupted due to the lack of resiliency in the operations of other companies, or a breach in their 
obligations to us, and could impair the operability of our website and other technology-based operations.

Cyberattacks, denial-of-service attacks, ransomware attacks, business email compromises, computer malware, viruses, 
social engineering (including phishing) and other malicious internet-based activity are prevalent in our industry and such 
attacks continue to increase. We also utilize third-party providers to host, transmit, or otherwise process electronic data in 
connection with our business activities. We or our vendors and business partners may experience attacks, unavailable 
systems, unauthorized access or disclosure due to employee or other theft or misuse, denial-of-service attacks, 
sophisticated attacks by nation-state and nation-state supported actors, and advanced persistent threat intrusions. Despite 
our efforts to ensure the security, privacy, integrity, confidentiality, availability, and authenticity of information 
technology networks and systems, processing and information, we may not be able to anticipate, or to implement, 
preventive and remedial measures effective against all data security and privacy threats. The recovery systems, security 
protocols, network protection mechanisms, and other security measures that we have integrated into our systems, 
networks, and physical facilities, may not be adequate to prevent or detect service interruption, system failure, data loss or 
theft, or other material adverse consequences. No security solution, strategy, or measures can address all possible security 
threats or block all methods of penetrating a network or otherwise perpetrating a security incident. The risk of 
unauthorized circumvention of our security measures, or those of our third-party providers, clients, and partners has been 
heightened by advances in computer and software capabilities and the increasing sophistication of hackers who employ 
complex techniques, including without limitation, the theft or misuse of personal and financial information, counterfeiting, 
"phishing" or social engineering incidents, ransomware, extortion, publicly announcing security breaches, account 
takeover attacks, denial or degradation of service attacks, malware, fraudulent payment, and identity theft.

In 2021, we experienced an unauthorized access into our online insurance quote system whereby attackers used personal 
information already in their possession to obtain additional consumer data, including driver’s license numbers, through 
Hagerty's Instant Quote feature. The issue has been remediated. While none of our systems or databases were 
compromised or significantly disrupted as part of this incident and the costs associated with the incident and our 
remediation efforts were not material, we could be subject to litigation. Regulators may also explore regulatory 
enforcement actions, including fines or other penalties, related to this event. 

Any regulatory enforcement actions, or future cyberattacks on our systems, could cause irreparable harm to our reputation 
and lead our current and prospective Members away from using our services. Further, we may be required to expend 
significant financial and operational resources in response to a security breach, including repairing system damage, 
increasing security protection costs by deploying additional personnel and protection technologies, and defending against 
and resolving legal and regulatory claims, all of which could be costly and divert resources and the attention of our 
management and key personnel away from our business operations.
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Some of our membership products are newer and have limited operating history, which makes it difficult to forecast 
operating results. We may not show profitability from these newer products as quickly as we anticipate or at all.

The success of new product and service introductions depends on a number of factors, including timely and successful 
development, market acceptance, our ability to manage the risks associated with new product production ramp-up issues, 
the availability of application software for new products, the effective management of purchase commitments and vendor 
relationships in line with anticipated product demand, the availability of products in appropriate quantities and at expected 
costs to meet anticipated demand, and the risk that new products and services may have quality or other defects or 
deficiencies. Accordingly, we cannot determine in advance the ultimate effect of new product and service introductions 
and transitions. If our new products or services are not well received, or if we are unable to introduce them in a cost-
effective manner, we may not be able to realize a profit on those products and services and may, in fact, recognize losses 
for some time. This could have an adverse effect on our financial condition and results of operations.

We are subject to payment processing risks which could adversely affect our results of operations.

We currently rely on a limited number of payment processing services, including the processing of payments from credit 
cards and debit cards, and our business would be disrupted if any of the vendors become unwilling or unable to provide 
these services to us, and we are unable to find a suitable replacement on a timely basis. If we or our processing vendors 
fail to maintain adequate systems for the authorization and processing of credit card transactions, it could cause one or 
more of the major credit card companies to disallow our continued use of their payment products. In addition, if these 
systems fail to work properly and, as a result, we do not charge our customers’ credit cards on a timely basis, or at all, our 
business, financial condition and results of operations could be harmed.

The payment methods that we offer also subject us to potential fraud and theft by criminals, who are becoming 
increasingly more sophisticated, seeking to obtain unauthorized access to, or exploit weaknesses that may exist in the 
payment systems. There are potential legal, contractual, and regulatory risks if we are not able to properly process 
payments. If we are unable to comply with applicable rules or requirements for the payment methods that we accept, or if 
payment-related data is compromised due to an incident or a breach, we may be liable for significant costs incurred by 
payment card issuing banks and other third parties, subject to fines and higher transaction fees, subject to potential 
litigation or enforcement action, or our ability to accept or facilitate certain types of payments may be impaired.

In addition, our customers could lose confidence in certain payment types, which may result in a shift to other payment 
types or potential changes to our payment systems that may result in higher costs. If we fail to adequately control 
fraudulent credit card transactions, we could face civil liability, diminished public perception of our security measures, 
and significantly higher credit card-related costs, each of which could harm our business, financial condition and results of 
operations.

Rising inflation and interest rates may affect demand for our products and services.

Global economic conditions, including increases in inflation and interest rates, have resulted in uncertainty in consumer 
discretionary spending, employment decreases and overall volatility in the financial markets. These unfavorable economic 
conditions have lead, and in the future may lead, consumers to reduce their spending on collectible cars and services, 
which in turn could lead to a decrease in the demand for our products and services. Our sensitivity to economic cycles and 
any related fluctuation in consumer demand may have a material adverse effect on our business, results of operations, and 
financial condition.

Rising interest rates increase our cost of borrowing and could adversely affect our results of operations.

The Federal Reserve Board significantly increased the federal funds rate in 2022 and has indicated that further rate 
increases may be announced in the short-term to combat rising inflation in the United States. Such rate increase have a 
corresponding impact to our costs of borrowing and may have an adverse impact on our ability to raise funds through the 
offering of our securities or through the issuance of debt due to higher debt capital costs, diminished credit availability, 
and less favorable equity markets. Any significant additional federal fund rate increases may have a material adverse 
effect on our business, results of operations, and financial condition.

As we continue to grow operations in different geographic locations, additional risk related to foreign currencies may 
have an impact on revenue and our results of operations.

We have foreign operations, and in some instances, collect from customers in foreign currencies. The exchange rates we 
use to consolidate our foreign entities may be less favorable to us than the actual exchange rates used to convert the funds 
into U.S. dollars. These foreign exchange risks could have a material negative impact on our financial condition and 
results of operations.
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Our technology platforms may not function properly, which might subject us to loss of business and revenue, breach of 
contractual obligations, and place us out of compliance with state and federal rules and regulations.

We utilize numerous technology platforms throughout our business for various functions, including to gather Member 
data in order to determine whether or not to write and how to price our insurance products, to process many of our claims, 
to issue and service our membership products, and to provide valuation services. We use proprietary artificial intelligence 
algorithms in minimal circumstances within our underwriting processes for efficiency. Our technology platforms are 
expensive and complex. The continuous development, maintenance, and operation of our technology platforms may entail 
unforeseen difficulties, including material performance problems or undetected defects or errors. We may encounter 
technical obstacles, and it is possible that we may discover additional problems that prevent our technology from 
operating properly. If our platforms do not function reliably, we may incorrectly select our Members, bill our Members, 
price insurance products, or incorrectly pay or deny insurance claims made by our Members. These errors could result in 
inadequate insurance premiums paid relative to claims made, resulting in increased financial losses. These errors could 
also cause Member dissatisfaction with us, which could cause Members to cancel or fail to renew their insurance policies 
with us or make it less likely that prospective Members obtain new insurance policies from us. Additionally, technology 
platform errors may lead to unintentional bias and discrimination in the underwriting process, which could subject us to 
legal or regulatory liability and harm our brand and reputation. Any of these eventualities could result in a material 
adverse effect on our business, financial condition and results of operations.

Our future success depends on the ability to continue to develop and implement technology, and to maintain the 
confidentiality of this technology.

Our future success depends on our ability to continue to develop, implement, and maintain the confidentiality of our 
proprietary technology. Changes to existing laws, their interpretation or implementation, or the introduction of new laws 
could impede our use of this technology or require that we disclose our proprietary technology to our competitors, which 
could negatively impact our competitive position and result in a material adverse effect on our business, financial 
condition and results of operations. In most jurisdictions, government regulatory authorities have the power to interpret 
and amend laws and regulations applicable to the processing of data. Such authorities may require us to incur substantial 
costs in order to comply with such laws and regulations. Regulatory statutes are broad in scope and subject to differing 
interpretation. In some areas of our business, we act on the basis of our own or the industry’s interpretations of applicable 
laws or regulations, which may conflict from jurisdiction to jurisdiction. In the event those interpretations eventually 
prove different from the interpretations of regulatory authorities, we may be penalized or precluded from carrying on our 
previous activities. Our errors and omissions in insurance coverage covering certain security and privacy damages and 
claim expenses may not be sufficient to compensate for all liabilities we may incur.

We may not be able to prevent or address the misappropriation of Hagerty-owned data.

From time to time, third parties may misappropriate our data through website scraping, bots, or other means and aggregate 
this data on their websites with data from other companies. In addition, copycat websites or mobile apps may 
misappropriate data and attempt to imitate our brand or the functionality of our website or our mobile app. If we become 
aware of such websites or mobile apps, we intend to employ technological or legal measures in an attempt to halt their 
operations. However, we may be unable to detect all such websites or mobile apps in a timely manner and, even if we 
could, technological and legal measures may be insufficient to halt their operations.

In some cases, particularly in the case of websites operating outside of the U.S., our available remedies may not be 
adequate to protect us against the effect of the operation of such websites or mobile apps. Regardless of whether we can 
successfully enforce our rights against the operators of these websites or mobile apps, any measures that we may take 
could require us to expend significant financial or other resources, which could harm our business, financial condition or 
results of operations. In addition, to the extent that such activity creates confusion among consumers or advertisers, our 
brand and business could be harmed.

Changes in social attitudes may make ownership of collector vehicles less desirable, leading to a drop in demand for 
our products and services.

Changing consumer preferences and social attitude toward options such as electric vehicles and/or autonomous driving 
could have a material impact on our business. The traditional business model of car sales is starting to be complemented 
by a range of diverse, on-demand mobility solutions, especially in dense urban environments that proactively discourage 
private-car use. This shift, along with a significant rise in the annual growth of car sharing members and autonomous and 
electric vehicles in the markets we currently conduct business, could have a trickle-down effect to the collector car space 
and create a drop in demand for our products and services, which could have a material adverse effect on our business, 
financial condition and results of operations.
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An inadequate strategy to address and respond to issues of diversity, equity, and inclusion could leave us insufficiently 
prepared for significant cultural shifts affecting our marketplace and may create a negative brand image, leading to 
the alienation of our employees and clients.

Companies must achieve diversity if they want to acquire and retain talent, build employee engagement, and improve 
business performance. Diversity, equity, and inclusion have been shown to drive higher innovation, enhanced job 
performance, less employee turnover, and greater profits. If there is not a focus on developing a cohesive strategy to create 
a sense of belonging with clear and impactful diversity, equity, and inclusion initiatives, we could potentially put 
ourselves in a position where our brand and/or sales are impacted as a result of a failure to create a successful strategy.

Performance of our investment portfolio is subject to a variety of investments risks that may adversely affect our 
financial results.

Our results of operations depend, in part, on the performance of our investment portfolio. We seek to hold a portfolio of 
investments in accordance with our investment policy and routinely reviewed by our Investment Committee.

The significant majority of our investment portfolio is invested in cash and cash equivalents and fixed maturity securities. 
This portfolio mix may change over time if we elect to diversify our holdings into other asset classes. In recent years, 
interest rates have been at or near historic lows, however, throughout 2022, interest rates have steadily risen. Should the 
recent rate increases cease or decline, including as a result of steps taken by the federal government to slow inflation, such 
as the passage of the Inflation Reduction Act of 2022, a low interest rate environment would continue to place pressure on 
our net investment income, particularly as it relates to these securities and short-term investments, which, in turn, may 
adversely affect our operating results. Recent and future increases in interest rates could cause the values of our fixed 
income securities portfolios to decline, with the magnitude of the decline depending on the duration of securities included 
in our portfolio and the amount by which interest rates increase. Some fixed income securities have call or prepayment 
options, which create possible reinvestment risk in declining rate environments. Other fixed income securities, such as 
mortgage-backed and asset-backed securities, carry prepayment risk or, in a rising interest rate environment, may not 
prepay as quickly as expected.

Risks for all types of securities are managed through the application of our investment policy, which establishes 
investment parameters that include, but are not limited to, maximum percentages of investment in certain types of 
securities and minimum levels of credit quality. We cannot be certain that our investment objectives will be achieved, and 
results may vary substantially over time. In addition, although we seek to employ investment strategies that are not 
correlated with our insurance and reinsurance exposures, losses in our investment portfolio may occur at the same time as 
underwriting losses and, therefore, exacerbate the adverse effect of the losses on us.

We may require additional capital in the future, which may not be available or may only be available on unfavorable 
terms. We may also encounter difficulty in obtaining funds to meet our commitments.

We are exposed to the credit risk, or liquidity risk, through our banking partners. If we were to experience operating losses 
and are not able to generate additional liquidity through a capital raise or other cash infusion, we may need to secure 
additional sources of funds, which may or may not be available. Additionally, a failure to generate additional liquidity 
could negatively impact our ability to operate our business.

To the extent that cash flows generated by our operations are insufficient to fund future operating requirements, or that our 
capital position is adversely impacted by a decline in the fair value of our investment portfolio, losses from catastrophic 
events or otherwise, we may need to raise additional funds. We also may be required to liquidate fixed maturity securities, 
which may result in realized investment losses. Any further sources of capital, including capacity needed for letters of 
credit, if available at all, may be on terms that are unfavorable to us. Our access to additional sources of capital will 
depend on a variety of factors, such as market conditions, the general availability of credit, the availability of credit to the 
industries in which we operate, our financial condition, results of operations, credit ratings and credit capacity, as well as 
pending litigation or regulatory investigations. Our ability to borrow under our revolving credit facility and letter of credit 
facilities is contingent on our compliance with the covenants and other requirements under those facilities. Similarly, our 
access to capital may be impaired if regulatory authorities or rating agencies take negative actions against us. 
Additionally, to reduce the risk of a bank failure, we engage only with high-quality counterparties with high credit ratings. 
Our inability to obtain adequate capital when needed could have a negative impact on our ability to invest in, or take 
advantage of opportunities to expand our businesses, such as possible acquisitions or the creation of new ventures, and 
inhibit our ability to refinance our existing indebtedness on terms acceptable to us. Any of these effects could have a 
material adverse effect on our financial condition and results of operations.
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Our day-to-day operations create transactions, events, and conditions that may give rise to the need for accounting 
estimates to be recognized or disclosed in the financial statements. There is a risk that these estimates could create a 
material misstatement for accounting purposes.

The preparation of our financial statements requires us to make estimates and assumptions affecting the reported amounts 
of our assets, liabilities, revenues and expenses. If these estimates or assumptions are incorrect, it could have a material 
adverse effect on our results of operations and/or financial condition. We have identified several accounting estimates as 
being "critical" to the fair presentation of our financial condition and results of operations because they involve major 
aspects of our business and require us to make judgments about matters that are inherently uncertain. Refer to "Critical 
Accounting Estimates" within Item 7 of Part II of this Annual Report on Form 10-K for additional information.

The COVID-19 pandemic has caused, and may continue to cause, a disruption to our operations and may impact our 
business, key metrics, and results of operations in numerous ways that remain unpredictable.

COVID-19 has had, and may continue to have, material effects on our operations. Factors that give rise, or may give rise, 
to those effects include, or may include, the following, as well as others that we cannot predict.

• Executive, legislative or regulatory mandates or judicial decisions which are unknown to us that may require 
increased levels of insurance or may extend the scope of insurance coverages.

• Regulatory actions such as:

• prohibiting or postponing the cancellation or non-renewal of insurance policies in accordance with policy 
terms or requiring renewals on current terms, conditions, previous rates, or at a rate decrease;

• requiring the coverage of losses irrespective of policy terms or exclusions;

• requiring or encouraging premium refunds;

• granting extended grace periods for premium payments; and

• extending due dates to pay past due premiums.

• Disruptions, delays, and increased costs and risks related to working remotely, having limited or no access to our 
facilities, workplace re-entry, employee safety concerns, and reductions or interruptions of critical or essential 
services. Those effects may include, among others:

• exposure to additional and increased risks related to internal controls, data security, and information 
privacy, for both us and for our suppliers, vendors, and other third-parties with whom we do business;

• illnesses suffered by key employees, or a significant percentage of our workforce or the workforce of our 
agents, brokers, suppliers, or outsourcing providers, which could prevent or delay the performance of 
critical business functions;

• illnesses suffered by employees who have continued to work, or who have or will return to work, in our 
facilities may expose us to increased risk of employment related claims and litigation;

• reduced demand for our insurance and non-insurance products, events, and services due to reduced global 
economic activity, which could adversely impact our revenues and cash flows; adverse impacts on our 
revenues and cash flows due to premium refunds or delayed receipt of premium payments or delayed 
payment of reinsurance recoverables; and

• expedited claims payments in response to regulatory requirements.

• Increases in the number of potential fraudulent claims made under insurance policies due to the economic 
hardships experienced by companies and individuals as a result of COVID-19.

• Increases in local, state, and federal taxes to pay for costs incurred by governmental expenditures associated with 
COVID-19.

One or more of these factors resulting from the COVID-19 pandemic, and others we cannot anticipate, could have 
material adverse effects on our financial condition and results of operations; and the extent of these effects will depend, at 
least in part, on the scope, severity, duration, and subsequent recurrences of the pandemic. In addition, we may take steps 
to mitigate potential risks or liabilities that may arise from COVID-19 and related developments, and some of those steps 
may have a material adverse effect on our financial condition and results of operations. Even if an unfavorable outcome 
does not materialize, these factors and actions we may take in response may have a material adverse impact on our 
reputation and result in substantial expense and disruption.
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In addition, it is important to note and emphasize, COVID-19 also may have the effect of triggering or intensifying many 
of the risks described elsewhere in the Risk Factors.

Risks Related to Our Insurance Services

The insurance products that we develop and sell for our underwriting carriers are subject to regulatory approval, and 
we may incur significant expenses in connection with the development and filing of new products before revenue is 
generated from new products.

The insurance products that we develop and sell require regulatory approvals in each respective jurisdiction. This product 
development and filing cycle can take time. The product development and filing process can be challenging and 
expensive. The process can also be delayed, given the unknown timelines in which insurance departments might take to 
review and approve filings. Questions and objections from insurance departments can also delay the product launch date. 
Moreover, there could be an inability to obtain regulatory approval on a product filing.

The nature of the product development and filing cycles may cause us to experience delays between the time we incur 
expenses associated with research and development and the time we generate revenues, if any, from the new products. If 
we spend a significant amount of resources on research and development, and our efforts do not lead to the successful 
introduction or improvement of products that are competitive in the marketplace, this could materially and adversely 
affect our business and results of operations.

Additionally, there could be a change in the anticipated Member demand for a product we are developing before the 
product is released. Member demand could decrease after the development cycle has begun. A decrease in Member 
demand for a new or improved product could cause us to fall short of our sales targets, and we might not be able to avoid 
the substantial costs associated with the product’s development or improvement. If we are unable to complete product 
development and filing cycles successfully, in a timely manner, that meets Member demand for new or improved 
products, and generate revenues from these future products, the growth of our business could be harmed.

As a managing general agency/underwriter, we operate in a highly regulated environment for our insurance product 
distribution and face risks associated with compliance requirements, some of which cause us to make judgment calls 
that could have an adverse effect on us.

The insurance industry in which we operate is subject to extensive regulation. We are subject to regulation and 
supervision both federally and in each applicable local state or provincial jurisdiction. In general, these regulations are 
designed to protect Members, policyholders, and insureds and to protect the integrity of the financial markets, rather than 
to protect stockholders or creditors. Our ability to conduct business in these jurisdictions depends on our compliance with 
the rules and regulations promulgated by federal and state or provincial regulatory bodies and other regulatory authorities. 
Maintaining compliance with rules and regulations is often complex and challenging, and it sometimes requires us to 
make determinations that require judgments regarding uncertain issues that ultimately may be resolved differently than we 
have determined, which could have an adverse effect on us.

We may not be able to adapt effectively and timely to any changes in law.

A failure to comply with regulatory requirements, or changes in regulatory requirements or interpretations, can result in 
actions by regulators, potentially leading to penalties and enforcement actions, and in extreme cases, revocation of an 
authority to do business in one or more jurisdictions. This could result in adverse publicity and potential damage to our 
brand and reputation in the marketplace. In addition, we could face lawsuits by Members and other parties for alleged 
violations of these laws and regulations.

State insurance laws grant supervisory agencies, including state insurance departments, broad administrative authority. 
Canadian, Bermuda, and U.K. insurance regulators and, in the U.S., state insurance regulators and the National 
Association of Insurance Commissioners continually review existing laws and regulations, some of which affect our 
business. These supervisory agencies regulate many aspects of the insurance business, including the licensing of insurance 
brokers and agents and other insurance intermediaries; the handling of third-party funds held in a fiduciary capacity; and 
trade practices, such as marketing, advertising, and compensation arrangements entered into by insurance brokers and 
agents. Individuals who engage in the solicitation, negotiation, or sale of insurance, or provide certain other insurance 
services, generally are required to be licensed individually. Insurance laws and regulations govern whether licensees may 
share commissions with unlicensed entities and individuals. We believe that generally any payments we make to third 
parties are in compliance with applicable laws. However, should any regulatory agency take a contrary position and 
prevail, we will be required to change the manner in which we pay fees to individuals and entities for placing insurance 
policies through us.
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Regulatory review or the issuance of interpretations of existing laws and regulations may result in the enactment of new 
laws and regulations that could adversely affect our operations or our ability to conduct business profitably. It is difficult 
to predict whether, and to what degree, changes resulting from new laws and regulations will affect the industry or our 
business.

We do business with a limited number of key underwriting carrier partners in our insurance markets, and we may not 
be able to find suitable replacements for our existing carriers.

We work with a limited number of carriers in the U.S., Canada, and the U.K. for our personal lines insurance products, 
and there is a risk that if one or more of the carriers becomes impaired or terminates its relationship with us that our 
profitability may be adversely affected. If a carrier partner relationship terminates or there is loss of strategic support or 
alignment, we may be unable to transition to a new relationship without disruption, increased cost, lost profits, or lost 
market share, or a combination of the foregoing.

We derive a large portion of our revenue from commissions and quota share reinsurance on the sale of personal lines 
insurance products in the U.S. through our exclusive relationship with Essentia, in Canada through our relationship with 
Aviva's Canadian subsidiary, Elite Insurance Company, and in the U.K., primarily through our relationship with Markel. 
If these carriers were to experience liquidity problems or other financial (such as rating agency downgrades) or 
operational difficulties, we could encounter business disruptions as a result, and our results of operations may suffer.

Our contract with Markel, and our contract with State Farm regarding the upcoming State Farm Classic+ program, contain 
provisions that allow those partners to terminate our agreements with them at any time upon the occurrence of a change of 
control. One of the events triggering a change of control would occur if the Hagerty family ceases to own shares 
representing a majority of our voting power. Accordingly, if we experience a change of control, including as a result of 
the Hagerty family’s sale of a sufficient number of shares to result in their controlling less than a majority of their voting 
power, we could lose our agreements with one or both of these partners, which could have a material adverse effect on our 
business, operations and financial results.

A regulatory environment that requires rate increases to be approved and that can dictate underwriting and pricing 
and mandate participation in loss sharing arrangements may adversely affect our financial condition and results of 
operations.

Political events and positions can affect the insurance market on occasion, including efforts to reduce rates to a level that 
may prevent us from being profitable or may not allow us to reach our goals. If the loss ratio for the insurance programs 
that we administer is favorable to that of the industry, regulatory authorities could impose rate restrictions, require 
payment of premium refunds to policyholders, or could challenge or delay efforts to raise rates. Rate changes may be 
required for us to achieve our goals related to profitability and return on equity. If we were to experience challenges in 
obtaining approvals for rate changes, that could limit us in reaching our targeted goals and profitability. For example, with 
COVID-19, state regulators and legislators were under increased political pressure to provide financial relief to 
policyholders, and several states did require premium relief/refunds, depending on loss severity and frequency, while 
other states highly recommended that premium relief/refunds be given to policyholders. Additionally, certain states have 
enacted laws that require an insurer conducting business in that state to participate in assigned risk plans, reinsurance 
facilities, and joint underwriting associations. Certain states also require insurers to offer coverage to all consumers, often 
restricting an insurer’s ability to charge the price it might otherwise charge. Laws and regulations of many states also limit 
an insurer’s ability to withdraw from one or more lines of insurance there, except pursuant to a plan that is approved by 
the state insurance department. This limitation can prolong and provide additional challenges for strategic business plans 
related to conversions, transfers, and book rolls. Although we are not an insurer, our business, financial condition or 
results of operations could be adversely affected by any of these factors, as they are applicable to the insurance programs 
we administer.

The underwriting companies that we work with, and our insurance agencies, are periodically subject to examinations 
and audits by insurance regulators, which could result in adverse findings, enforcement actions, require payments of 
fines or penalties, and necessitate remedial actions.

In the U.S., our insurance agencies operate as an MGA for Essentia and will perform in a Managing General Underwriter 
capacity for State Farm Classic Insurance Company to service the upcoming State Farm Classic+ program. Essentia is 
currently domiciled in Missouri and has a classic auto insurance program and a classic boat insurance program in all 50 
United States, plus the District of Columbia. We operate as the MGA for the programs in all 51 jurisdictions. We also 
operate a similar auto insurance program in Canada (underwritten by Elite Insurance Company) and in the U.K. (primarily 
underwritten by Markel International Insurance Company Limited, a wholly owned subsidiary of Markel).

Additionally, under its license as a Class 3A insurer, Hagerty Re must meet and maintain the relevant solvency margin, 
and liquidity and other ratios applicable under Bermuda law. Hagerty Re's license limits it to accepting only business 
produced through our managing general agency/underwriters that is underwritten by carriers rated A- or better by A.M. 
Best or similar rating agency.
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Insurance regulators periodically subject the underwriting companies that we work with to do audits and examinations to 
assess compliance with applicable laws and regulations, financial condition, and the conduct of regulated activities. These 
examinations and audits may be conducted during a jurisdiction’s normal review cycle, or because of a targeted 
investigation. Our insurance agencies can also be subject to regulatory audits and exams. A formal examination or audit 
provides insurance regulators with a significant opportunity to review and scrutinize the underwriting companies we work 
with, the insurance programs we administer, and our operations.

As a result of an examination or an audit, an insurance regulator could determine that an underwriting company’s 
financial condition or capital resources are less than satisfactory. An insurance regulator could also determine that there 
are other aspects of either the underwriting company or our operations that are less than satisfactory, or that either us or 
the underwriting company that we work with are in violation of applicable laws or regulations. These types of 
examination or audit findings could lead an insurance regulator to require either us or the underwriting company that we 
work with to take one or more remedial actions or otherwise subject us to regulatory scrutiny, impose fines and penalties, 
or take further actions.

We cannot predict with precision the likelihood, nature, or extent, including the associated costs, of any necessary 
remedial actions, or any financial impact that could result from an examination or audit. Any regulatory or enforcement 
action or any regulatory order imposing remedial, injunctive, or other corrective action against us or any of the 
underwriting companies we work with resulting from these examinations or audits could have a material adverse effect on 
our business, reputation, financial condition and results of operations.

We rely on external data and our digital platform to collect and evaluate information that we utilize in producing, 
pricing, and underwriting insurance policies (in accordance with the rates, rules, and forms filed with regulators, 
where required), managing claims and customer support, and improving business processes. Any future legal or 
regulatory requirements that might restrict our ability to collect or utilize this data could potentially have an adverse 
effect on our business, financial condition, and prospects.

We use our digital platform to collect data points that we evaluate in pricing and underwriting insurance policies, 
managing claims and customer support, and improving business processes. Our business model is dependent on our ability 
to collect vehicle usage and driving data. If federal, state, or international regulators were to determine that the type of 
data we collect, the process we use for collecting this data, or how we use it, unfairly discriminates against a protected 
class of people, regulators could move to prohibit or restrict our collection or use of this data. In addition, if legislation 
were to restrict our ability to collect driving data, it could impair our capacity to underwrite insurance cost effectively, 
negatively impacting our revenue and earnings.

The insurance business, including the market for property and casualty insurance, is historically cyclical in nature, 
and there may be periods with excess underwriting capacity and unfavorable premium rates, which could adversely 
affect our business.

We operate primarily in North America and the seasonality of driving in that region has caused a large portion of our 
revenue to be generated in the spring and summer months of each year. This in turn impacts operational cash flows and 
could produce volatility in our earnings. Fluctuations in our operating results could be due to a number of other factors, 
many of which may be outside of our control, including competition, frequency and severity of catastrophic events, levels 
of capacity, adverse litigation trends, regulatory constraints, general economic conditions, and agreement on underwriting 
appetite with our carrier partners, and other factors. The supply of insurance is related to prevailing prices, the level of 
insured losses, and the level of capital available to the industry that, in turn, may fluctuate in response to changes in rates 
of return on investments being earned in the insurance industry. As a result, the auto insurance business historically has 
been a cyclical industry characterized by periods of intense price competition due to excessive underwriting capacity, as 
well as periods when shortages of capacity increased premium levels. We operate in a specialty sector of the auto 
insurance market and need to be mindful of these and other factors which could impact our operations. Demand for 
insurance depends on numerous factors, including the frequency and severity of catastrophic events, levels of capacity, the 
introduction of new capital providers, and general economic conditions. All of these factors fluctuate and may contribute 
to price declines generally in the insurance industry. We cannot predict with certainty whether market conditions affecting 
the auto insurance market and the insurance market in general will improve, remain constant, or deteriorate. Negative 
market conditions may impair our ability to underwrite insurance at rates we consider appropriate and commensurate 
relative to the risk assumed. Additionally, negative market conditions could result in a decline in policies sold, an increase 
in the frequency or severity of claims and premium defaults, and an uptick in the frequency of fraud, including the 
falsification of claims. If we cannot underwrite insurance at appropriate rates, our ability to transact business will be 
materially and adversely affected. Any of these factors could lead to an adverse effect on our business, financial condition 
and results of operations.
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The reinsurance that Hagerty Re purchases to protect against catastrophic and large losses may be unavailable at 
current coverage terms, limits, or pricing.

The business that Hagerty Re reinsures is exposed to catastrophic events that are inherently unpredictable and may cause 
capacity in the reinsurance market to become scarcer leading to rate increases or changes in coverage terms, or a 
combination of both. This in turn may cause Hagerty Re to retain more risk, be unable to accept risk and grow, or require 
greater capital investment that may not be available, in each case resulting in lower profits, as well as a material effect on 
our financial condition and results of operations.

Unexpected increases in the frequency or severity of claims may adversely affect our operations and financial 
condition.

We may experience increases in claim frequency on occasion. Short-term trends with an increase in claim frequency may 
not continue over the longer term. Any changes in claim frequency might be derived from changes in miles driven, 
driving behaviors, macroeconomics, weather-related events, or other factors. A significant increase in claim frequency 
could have an adverse effect on our financial condition and results of operations.

We could also experience increases in the severity of claims. Changes in bodily injury claim severity can be impacted by 
inflation in medical costs, litigation trends and precedents, regulation, and the overall safety of automobile travel. Changes 
in auto property damage claim severity can be driven by inflation in the cost to repair vehicles, including parts and labor 
rates, the mix of vehicles that are declared total losses, the availability of parts to repair vehicles, and an increase in value 
for collector vehicles. Unanticipated increases in claim severity can arise from events that are inherently difficult to 
predict. Although we pursue various loss management initiatives to mitigate future increases in claim severity, these 
initiatives may not successfully identify or reduce the effect of future increases in claim severity. A significant increase in 
claim severity could have an adverse effect on our financial condition and results of operations.

Severe weather events, catastrophes, and unnatural events are unpredictable, and we may experience losses or 
disruptions from these events.

Our business may be exposed to catastrophic events such as tornadoes, tsunamis, tropical storms (including hurricanes), 
earthquakes, windstorms, hailstorms, severe thunderstorms, wildfires and other fires, as well as non-natural events such as 
explosions, riots, pandemics, terrorism, or war, which could cause operating results to vary significantly from one period 
to the next. We may incur catastrophe losses in our business in excess of: (1) those experienced in prior years, (2) the 
average expected level used in pricing, (3) current reinsurance coverage limits, or (4) loss estimates from external tornado, 
hail, hurricane, and earthquake models at various levels of probability. In addition, we are subject to Member insurance 
claims arising from weather events such as winter storms, rain, hail, and high winds.

The incidence and severity of weather conditions are largely unpredictable. There is generally an increase in the frequency 
and severity of Member insurance claims when severe weather conditions occur. The incidence and severity of severe 
weather conditions and catastrophes are inherently unpredictable and the occurrence of one catastrophe does not render 
the possibility of another catastrophe greater or lower. The extent of losses from a catastrophe is a function of both the 
total amount of insured exposure in the area affected by the event and the severity of the event. In particular, severe 
weather and other catastrophes could significantly increase our costs due to a surge in claims following such events and/or 
legal and regulatory changes in response to catastrophes that may impair our ability to limit our liability under our 
policies. Severe weather conditions and catastrophes can cause greater losses, which can cause our liquidity and financial 
condition to deteriorate. In addition, reinsurance placed in the market also carries some counterparty credit risk.

Climate change may affect the occurrence of certain natural events, such as an increase in the frequency or severity of 
wind and thunderstorm events, eruptions of volcanoes, and tornado or hailstorm events due to increased convection in the 
atmosphere; more frequent wildfires and subsequent landslides in certain geographies; higher incidence of deluge flooding 
and the potential for an increase in severity of the hurricane events due to higher sea surface temperatures. Additionally, 
climate change may cause an impact on the demand, price and availability of insurance, as well as the value of our 
investment portfolio. Due to significant variability associated with future changing climate conditions, we are unable to 
predict the impact climate change will have on our business.

If the risks within the insurance programs that we offer on behalf of our underwriting carriers are not priced and 
underwritten accurately with competitive, yet profitable, rates, our business and financial condition could be adversely 
affected.

As an MGA for Essentia, we operate under delegated underwriting authority in the U.S. In general, the premiums for the 
insurance policies in our program are established at the time a policy is issued and, therefore, before all of the underlying 
costs are known. The accuracy of the pricing is subject to our ability to adequately assess risks, estimate losses, and 
comply with insurance laws and regulations. Like others in the industry, we rely on estimates and assumptions in setting 
the premium rates. We also utilize the data that we gather through our interactions with Members.
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Establishing adequate premium rates is necessary, together with investment income, if any, to generate sufficient revenue 
to offset losses, loss adjustment expenses, and other costs. If we do not accurately assess the risks that are underwritten, 
adequate premiums may not be charged to cover losses and expenses, which would adversely affect our results of 
operations and our profitability. Moreover, if we determine that the prices are too low, insurance regulations may prevent 
non-renewing insurance contracts, non-renewing Members, or raising prices. Alternatively, we could set the premiums too 
high, which could reduce our competitiveness and lead to lower revenues, which could have a material adverse effect on 
our business, financial condition and results of operations.

Pricing involves the acquisition and analysis of historical loss data and the projection of future trends, loss costs, 
expenses, and inflation trends, among other factors, for each of the products in multiple risk levels and many different 
markets. In order to accurately price the policies, we must, among other factors:

• collect and properly and accurately analyze a substantial volume of data from our Members;

• develop, test, and apply appropriate actuarial projections and rating formulas;

• review and evaluate competitive product offerings and pricing dynamics;

• closely monitor and timely recognize changes in trends;

• project both frequency and severity of our Members’ losses with reasonable accuracy; and

• in many jurisdictions, obtain regulatory approval for the resulting rates.

We may not have success in implementing a pricing methodology accurately in accordance with our assumptions. Our 
ability to accurately price policies is subject to a number of risks and uncertainties, including, but not limited to:

• insufficient, inaccurate, or unreliable data;

• incorrect or incomplete analysis of available data;

• uncertainties generally inherent in estimates and assumptions;

• our inability to implement appropriate actuarial projections and rating formulas or other pricing methodologies;

• incorrect or incomplete analysis of the competitive environment;

• regulatory constraints on rate increases or coverage limitations;

• our inability to accurately estimate investment yields and the duration of our liability for loss and loss adjustment 
expenses; and

• unanticipated litigation, court decisions, and legislative or regulatory actions or changes to the existing regulatory 
landscape.

To address the potential errors or desired or required changes in our current business model, we may be compelled to 
increase the amount allocated to cover policy claims, or to address other economic factors resulting in an increase in 
future premium rates, or to additionally or alternatively adopt different underwriting standards. Any of these changes may 
result in a decline in new business and renewals and, as a result, have a material adverse effect on our business, results of 
operations and financial condition.

Reinsurance subjects Hagerty Re to counterparty risk where reinsurers fail to pay or timely pay claims due to 
insolvency or otherwise fail to honor their obligations.

Hagerty Re is legally obligated to pay claims under the reinsurance agreements where Hagerty Re has assumed risk, 
regardless of whether Hagerty Re is able to secure its own reinsurance for ceded reinsurance coverages. If one or more of 
Hagerty Re's reinsurance providers go insolvent or default in payment when reimbursement is sought by Hagerty Re, this 
may have a material effect on Hagerty Re's results of operations and financial condition as well as its ability to accept risk. 
Such an event may cause Hagerty Re to require capital investments that may not be available.
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Unexpected changes in the interpretation of coverage or provisions, including loss limitations and exclusions, in the 
insurance policies we sell and service could have a material adverse effect on our financial condition and operations.

We have specifically negotiated loss limitations and exclusions in the policies we sell and service, and these limitations 
and exclusions may not be enforceable in the manner we intend. As industry practices and legal, judicial, social, and other 
conditions change, unexpected and unintended issues related to claims and coverage may emerge. While these limitations 
and exclusions help us assess and mitigate our loss exposure, it is possible that a court or regulatory authority could 
nullify or void a limitation or exclusion, or legislation could be enacted modifying or barring the use of such limitations or 
exclusions. These types of governmental actions could result in higher than anticipated losses and loss adjustment 
expenses, which could have a material adverse effect on our financial condition or results of operations. In addition, court 
decisions have eliminated long standing coverage limitations by a narrow reading of policy exclusions. Under the 
insurance laws, the insurer typically has the burden of proving an exclusion applies and any ambiguities in the terms of a 
loss limitation or exclusion provision are typically construed against the insurer. These types of cases and the issues they 
raise may adversely affect our business by either broadening coverage beyond our underwriting intent or by increasing the 
frequency or severity of claims. In some instances, these changes may not become apparent until sometime after we have 
issued insurance contracts that are affected by the changes. As a result, the full extent of liability under the insurance 
contract may not be known for many years after a contract is issued. There could also be additional exposure with claims 
for other household vehicles that are not covered under an insurance policy issued by us, such as for someone’s regular 
use vehicle. It is possible that our underwriting companies that we write business through may share in liability with these 
types of claims on certain instances.

Hagerty Re's actual ultimate loss liability could potentially be greater than our loss and loss adjustment expense 
reserves, which could have a material adverse effect on our financial condition and results of operations.

Significant periods of time often elapse between the occurrence of an insured or reinsured loss, the reporting of the loss to 
us, and our payment of that loss. To recognize liabilities for unpaid losses, we establish reserves as balance sheet liabilities 
representing estimates of amounts needed to pay reported and unreported losses and the related loss adjustment expenses. 
The process of estimating loss reserves is a difficult and complex exercise involving many variables and subjective 
judgments. As part of the reserving process, we review historical data and consider the impact of such factors as:

• trends in claim frequency and severity;

• changes in operations;

• emerging economic and social trends;

• trends in insurance rates;

• inflation or deflation; and

• changes in the regulatory and litigation environments.

This process assumes that past experience, adjusted for the effects of current developments and anticipated trends, is an 
appropriate basis for predicting future events. There is no precise method, however, for evaluating the impact of any 
specific factor on the adequacy of reserves, and actual results will differ from original estimates. As part of the reserving 
process, we regularly review our loss reserves and make adjustments as necessary. Future increases in loss reserves for 
our underwriting operations will, and for our program’s services operations may, result in additional charges to earnings, 
which may be material. Our estimates could prove to be inadequate, and this underestimation could have a material 
adverse effect on our financial condition.

Hagerty Re is required to maintain its reserves and financial condition in accordance with Bermuda law and the Bermuda 
Solvency Capital Requirement ("BSCR") administered by the Bermuda Monetary Authority ("BMA"). Inadequate 
reserves may adversely affect earnings, as well as the ability to continue to accept risk, and Hagerty Re's ability to 
maintain its financial condition and meet solvency requirements with possible loss of its license in Bermuda. Under 
Bermuda law, Hagerty Re is prohibited from declaring or making payment of a dividend if it fails to meet its minimum 
solvency margin or minimum liquidity ratio. Prior approval from the BMA is also required if Hagerty Re's proposed 
dividend payments would exceed 25% of its prior year-end total statutory capital and surplus.

Our expansion into different insurance products and jurisdictions may subject us to additional costs and expenses, and 
our plans might not be as profitable as projected.

We believe that the growth of our business and revenue depends in part upon our ability to: (i) retain our existing 
Members and add new Members in our current, as well as new, geographic markets; (ii) add new insurance programs and 
products; and (iii) add to and continue to grow our offering of non-insurance automotive enthusiast-related products.
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Expanding into new geographic markets and introducing new products takes time, requires us to navigate and comply 
with extensive regulations, and may happen more slowly than we expect or than it has occurred in the past. If we were to 
lose Members, our value might diminish. A future loss of Members could lead to higher loss ratios, loss ratios that cease 
to decline, or declining revenue — any of which would adversely impact our profitability. If we are unable to remain 
competitive on Member experience, pricing, or insurance coverage options, our ability to grow and retain our business 
may also be adversely affected. In addition, we might not be able to accurately predict risk segmentation of new and 
renewal Members or potential Members, which could also reduce our profitability.

While a key part of our business strategy is to retain and add Members in our existing markets, we may also seek to 
expand our operations into new markets and new products. In doing so, we may incur losses or otherwise not be 
successful in entering new markets or introducing new products. Our expansion into new markets and new products may 
place us in unfamiliar competitive environments and involve various risks, including competition, government regulation, 
the need to invest significant resources, and the possibility that returns on such investments might not be achieved for 
several years, or at all.

We may not be successful in these efforts, and even if we are successful, these efforts may increase or create the following 
risks, among others:

• we might not be able to effectively use search engines, social media platforms, content-based online advertising, 
and other online sources for generating traffic to our website;

• potential Members in a particular marketplace could generally not meet the underwriting guidelines;

• demand for new products or expansion into new markets may not meet our expectations;

• new products and expansion into new markets may increase or change our risk exposures, and the data and models 
we use to manage those exposures may not be as effective as those we use in existing markets or with existing 
products;

• models underlying automated underwriting and pricing decisions may not be effective;

• efforts to develop new products or expand into new markets or to change commission terms may create or increase 
distribution channel conflicts;

• in connection with the conversion of existing policyholders to a new product, some policyholders’ pricing may 
increase while the pricing for other policyholders may decrease, the net impact of which could negatively impact 
retention and profit margins;

• changes to our business processes or workflow, including the use of new technologies, may give rise to execution 
risk;

• our products might not be competitive in terms of Member experience, pricing, or insurance coverage options;

• there could be barriers in obtaining the governmental and regulatory approvals, licenses, or other authorizations 
necessary for expansion into new markets or in relation to our products (such as line, form, underwriting, and rating 
approvals), or such approvals contain conditions that impose restrictions on our operations (such as limitations on 
growth);

• our digital platform might experience disruptions;

• we could suffer reputational harm to our brand resulting from negative publicity, whether accurate or inaccurate;

• we may not be able to offer new and competitive products, to provide effective updates to our existing products, or 
to keep pace with technological improvements in our industry;

• we might not be able to maintain traditional retail agent relationships;

• Members may have difficulty installing, updating, or otherwise accessing our website on mobile devices or web 
browsers as a result of actions by us or third parties;

• Members may be unable or unwilling to adopt or embrace new technology;

• technical or other problems may frustrate the Member experience, particularly if those problems prevent us from 
generating quotes or paying claims in a fast and reliable manner;

• we might not be able to address Member concerns regarding the content, data privacy, and security generally or for 
our digital platform specifically;

• we may not identify or enter joint ventures with strategic partners or we may enter into joint ventures that do not 
produce the desired results; or
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• there may be challenges in, and the cost of, complying with various laws and regulatory standards, including with 
respect to the insurance business and insurance distribution, capital and outsourcing requirements, data privacy, tax, 
and regulatory restrictions.

These efforts may require additional investments by us, some of which could be significant. These costs may also include 
hiring additional personnel, as well as engaging third-party service providers, and other research and development costs. If 
we grow our geographic footprint or product offering at a slower rate than expected, or if we are unable to overcome the 
challenges listed above, our business, financial condition and results of operations could be materially and adversely 
affected.

Our reliance on technology and intellectual property from third parties for pricing and underwriting insurance 
policies, handling claims, and maximizing automation, could cause an adverse impact on our business and operations 
if these third parties become unavailable or provide us with inaccurate information.

We use data, technology, and intellectual property licensed from unaffiliated third parties in certain components of our 
products, including insurance industry proprietary information that we license, and we may license additional third-party 
technology and intellectual property in the future. Any errors or defects in this third-party technology and intellectual 
property could result in errors that could harm our brand and business. In addition, licensed technology and intellectual 
property may not continue to be available on commercially reasonable terms, or at all. Also, should a company refuse to 
license its proprietary information to us on the same terms that it offers to our competitors, we could be placed at a 
significant competitive disadvantage. If any technology and intellectual property we license from others becomes 
unavailable, we may not be able to find replacement technologies at a reasonable cost or at all, which could materially 
harm our business and results of operations.

Denial of claims or the failure to accurately and timely pay claims on behalf of our underwriting carriers could have 
an adverse impact on our own business, financial condition and prospects.

We must accurately and timely evaluate and pay claims that are made under the insurance policies in our program. There 
are many factors that could affect our ability to pay claims accurately and timely, including the efficiency of our claims 
processing, the training and experience of our claim’s adjusters, and our ability to develop or select and implement 
appropriate procedures and systems to support our claims functions.

The risks included in our insurance programs are typically those of an antique, classic, or collectable nature. Adjusting 
claims on these types of risks often requires specialized knowledge of collector vehicles, so our claims staff is trained to 
have collectable expertise to provide an efficient, yet comprehensive, claims experience. The manner in how we handle 
claims is a differentiating factor for our business, and an inability to be able to continue to offer a timely and 
comprehensive claims experience could undermine our brand and position in the insurance marketplace. Additionally, any 
failure to pay claims accurately or timely could also lead to regulatory and administrative actions or material litigation, 
loss or reduction in reinsurance recoverable, or result in damage to our reputation, any one of which could materially and 
adversely affect our business, financial condition, results of operations and prospects.

If our claims adjusters are unable to effectively process our volume of claims in the manner that our Members expect, our 
ability to grow our business while maintaining high levels of Member satisfaction could be compromised, which in turn, 
could adversely affect our reputation, financial condition and results of operations.

A downward change in Essentia’s financial strength rating may adversely affect our ability to conduct business as 
currently conducted.

Essentia’s ability to underwrite business is dependent upon its financial strength rating as evaluated by independent rating 
agencies. In the event that Essentia is downgraded, we believe our ability to write business through Essentia would be 
adversely affected. In the normal course of business, we evaluate Essentia’s capital needs to support the amount of 
business it writes in order to maintain its financial strength ratings.

Hagerty Re is subject to regulatory requirements to maintain its license in Bermuda as a Class 3A insurer.

Hagerty Re is registered as a Class 3A insurer under the Bermuda Insurance Act. The BMA issues regulations and other 
guidance prescribing requirements that Bermuda- licensed insurance companies, like Hagerty Re, are required to comply 
with. For example, the BMA requires Bermuda-licensed insurers to maintain a minimum level of capital and surplus, 
comply with restrictions on dividends, make financial statement filings, prepare a financial condition report, maintain a 
head office in Bermuda from which insurance business is directed and managed and allow for the performance of certain 
periodic examinations of financial condition. These statutes and regulations may restrict Hagerty Re's ability to write 
reinsurance policies, distribute funds and pursue its investment strategy.
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Under its license as a Class 3A insurer, Hagerty Re must meet and maintain the relevant solvency margin, and liquidity 
and other ratios applicable under Bermuda law. For example, Hagerty Re's license limits it to reinsuring business that is 
underwritten by carriers rated A- or better by A.M. Best or similar rating agencies. Additional operational requirements 
for Hagerty Re in Bermuda include:

• complying with economic substance requirements which include maintaining a principal office in Bermuda and 
having a certain number of Bermuda-domiciled managers involved in overseeing operations;

• obtaining prior approval for changes in ownership / transfers of shares;

• having restrictions on dividends;

• complying with Bermuda know-your-customer and anti-bribery type laws;

• having audited financial statements and being subject to BMA examination; and

• carrying out operations in accordance with its filed and approved business plan.

Failure to operate properly in accordance with Bermuda law could cause Hagerty Re's license to be restricted or revoked 
along with possible supervisory control of Hagerty Re and its assets and termination of reinsurance agreements with its 
ceding carriers. Additionally, Bermuda insurance statutes, regulations and the policies of the BMA are less restrictive than 
U.S. insurance statutes and regulations. Insurance supervisors in the U.S. may review Hagerty Re's activities and 
determine that Hagerty Re is subject to a U.S. jurisdiction’s licensing requirements or determine that our U.S.-domiciled 
underwriting partners cannot transact business with us. Any such determination would have an adverse impact on Hagerty 
Re's operations and financial condition.

Risks Related to Hagerty Marketplace

If we are unable to successfully integrate the operations of Broad Arrow into Hagerty, or realize the anticipated 
synergies and cost savings from the Broad Arrow acquisition, the business, financial condition and results of 
operations of the Marketplace business vertical could be materially and adversely affected.

In January 2022, Hagerty purchased approximately 40% of the outstanding capital stock of Broad Arrow for a purchase 
price of $15.3 million. In August 2022, Hagerty acquired the remaining 60% outstanding equity interest of Broad Arrow 
and its consolidated subsidiaries (the "Acquired Business") for $73.3 million in an all-stock transaction. Broad Arrow 
offers services for buying, selling and financing collector cars, primarily through auctions and facilitating private sales, 
and enables the Company to further leverage respective product offerings under Marketplace.

The Broad Arrow acquisition involves the integration of two businesses that previously operated independently, and the 
unique business cultures of the two businesses may prove to be incompatible. The anticipated integration of Broad Arrow 
into the operations of Hagerty will be a significant undertaking and will require significant attention from our 
management team. It is possible that the integration process could take longer than anticipated and could result in the loss 
of valuable employees, Member and supplier relationships, the disruption of each party’s ongoing businesses, processes, 
and systems, or inconsistencies in standards, controls, procedures, practices, policies, and compensation arrangements, 
any of which could adversely affect our ability to achieve the anticipated benefits of the Broad Arrow acquisition. Our 
results of operations could also be adversely affected by any issues attributable to the Acquired Business’s operations that 
arise or are based on events or actions that occurred prior to the closing of the Broad Arrow acquisition. 

Broad Arrow is largely a service business in which the ability of its employees to develop and maintain relationships with 
potential sellers and buyers of collector cars is essential to its success. Moreover, its business is unique, making it 
important to retain key specialists and members of Broad Arrow's management. Accordingly, our ability to integrate 
Broad Arrow's business is highly dependent upon our success in retaining such qualified personnel.

The large volume of competition in the global collector car sales market and the variability of the amount, demand and 
quality of collector cars consigned for sale may adversely impact the business, results of operations, and financial 
condition of our Marketplace business vertical.

We compete with other collector car dealers to obtain valuable consignments to offer for sale either at auction or through 
private sale. The level of competition is intense and can adversely impact our ability to obtain valuable consignments for 
sale, as well as the commission margins achieved on such consignments.

The amount and quality of collector cars consigned for sale is influenced by a number of factors not within our control. 
The demand for collector cars is influenced not only by overall economic conditions, but also by changing trends in the 
collector car market as to which vehicles and provenance are most sought after and by the collecting preferences of 
individual collectors. These conditions and trends are difficult to predict and may adversely impact our ability to obtain 
and sell consigned property, potentially causing significant variability in our results of operations from period to period.
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Many major consignments, and specifically single-owner sale consignments, become available only as a result of the 
personal circumstances of the owner, all of which are unpredictable and may cause significant variability in our results of 
operations from period to period.

We could be exposed to losses in the event of title, warranty or other claims related to damage or theft.

The assessment of collector cars offered for auction or private sale can involve potential claims regarding title, 
authenticity of chassis and vehicle identification numbers, provenance, and condition. The vehicles we sell may be subject 
to statutory warranties as to title or other limited warranties that cannot be disclaimed under the General Conditions of 
Sale that are published online or in our auction sale catalogs and the terms stated in, and the laws applicable to, 
agreements governing private sale transactions. Our assessment of the vehicles we offer is based on scholarship and 
research, but necessarily requires a degree of judgment from our collector car specialists. In the event of a title or other 
warranty claim against us, we may have recourse against the seller of the property and may have the benefit of insurance, 
but a claim could nevertheless expose us to losses and to reputational risk.

Valuable collector cars are exhibited and stored at events and facilities around the world. Although we maintain security 
measures at our premises, valuable property may be subject to damage or theft. The damage or theft of valuable property 
despite these security measures could have a material adverse impact on our business and reputation.

The limited operating history of Broad Arrow Capital ("BAC") may not represent BAC’s future operating results, as 
minimal loan losses on the BAC loan portfolio may not be indicative of future loan loss experience and our ability to 
realize proceeds from the sale of collateral for Broad Arrow Capital loans may be delayed or limited.

The BAC collector car financing business has a limited operating history and has incurred minimal losses on its loan 
portfolio. Accordingly, despite our stringent loan underwriting standards, our current loan loss experience may not be 
indicative of the future performance of the loan portfolio. In situations when there are competing claims on the collateral 
for BAC loans and/or when a borrower becomes subject to bankruptcy or insolvency laws, our ability to realize proceeds 
from the sale of its collateral may be limited or delayed.

Changes to tax laws may affect the volume of collector vehicle inventory available for our Marketplace business, and 
increase our compliance risks.

Our collectors reside in various tax jurisdictions. Changes to tax laws or tax reporting obligations in any of these 
jurisdictions could adversely impact the ability and/or willingness of our collectors to sell or purchase collector cars. 
Additionally, we are subject to laws and regulations involving sales, use, and other indirect taxes which are assessed by 
various governmental authorities and imposed on certain transactions between us and our collectors. In addition, changes 
to the laws and regulations involving sales, use, and other indirect taxes could increase the complexity of our compliance 
obligations. Generally, we are not responsible for these indirect tax liabilities unless we fail to collect the appropriate 
amount of sales, use, or other indirect taxes. Failure to collect the correct amount of indirect tax on a transaction may 
expose us to claims from tax authorities.

Legal, Regulatory and Political Risks

The legal and regulatory requirements applicable to our business are extensive. If we are not able to comply, it could 
have an adverse effect on us. Extensive regulation and potential further restrictive regulation could increase our 
operating costs and limit our growth.

We are subject to extensive laws, regulations, and supervision in the jurisdictions in which we transact business. These 
laws are complex and subject to change. Changes can sometimes lead to additional expenses, increased legal exposure, 
increased required capital and surplus, delays in implementing desired rate increases or business operations, and 
additional limits on our ability to grow or achieve targeted goals and profitability. Our business is highly dependent on the 
ability to engage on a daily basis in financial and operational activities, many of which are highly complex, including, but 
not limited to, insurance underwriting, claim processing, and providing products and services to businesses and consumers 
in a hospitable and efficient manner. These activities are subject to internal guidelines and policies, as well as legal and 
regulatory requirements, including, but not limited to, those related to:

• privacy regulation and data security;

• anti-corruption and anti-bribery;

• domestic and international economic sanctions;

• restrictions on advertising and marketing;
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• restrictions on rebating and inducements related to insurance transactions;

• restrictions on sharing insurance commissions and payments of referral fees;

• restrictions related to underwriting and pricing of insurance;

• approval of policy forms and premiums;

• restrictions on the adjustment and settlement of insurance claims;

• restrictions on the sale, solicitation, and negotiation of insurance;

• rules regarding licensing, affiliations, and appointments;

• state-mandated premium rebates, refunds, or reductions as a result of potentially lower risk exposure due to 
COVID-19 and related emergency orders;

• regulation of corporate governance and risk management; and

• periodic examinations of operations, finances, market conduct and claims practices.

While we believe that we have adopted adequate and effective risk management and compliance programs, compliance 
risks remain, especially as we become subject to additional rules and regulations. The requirement to oversee and monitor 
the increasing speed and volume of regulatory changes could hinder our ability to appropriately review, analyze, and 
implement processes to ensure compliance in a timely manner. Failure to comply with, or to obtain, appropriate 
authorizations or exemptions under any applicable laws and regulations could result in restrictions on our ability to do 
business or undertake activities that are regulated in one or more of the jurisdictions in which we conduct business. Any 
such failure could also subject us to fines, penalties, equitable relief, and changes to our business practices.

Future regulatory changes could limit or impact our business model.

Compliance with applicable laws and regulations is time consuming and personnel-and systems-intensive. The current 
political environment, and the current high level of government intervention and regulatory reform may lead to substantial 
new regulations and compliance obligations. Any changes in, or the enactment of new, applicable laws and regulations 
may increase the complexity of the regulatory environment in which we operate, which could materially increase our 
direct and indirect compliance costs and other expenses of doing business and have a material adverse effect on financial 
condition and results of operations. Although state insurance regulators have primary responsibility for administering and 
enforcing insurance regulations in the U.S., such laws and regulations are further administered and enforced by a number 
of additional governmental authorities, each of which exercises a degree of interpretive latitude, including state securities 
administrators; state attorneys general, as well as federal agencies including the SEC, the Financial Industry Regulatory 
Authority, the Federal Reserve Board, the Federal Insurance Office, the U.S. Department of Labor, the U.S. Department 
of Justice, and the National Labor Relations Board. Similarly, there are governmental authorities in U.K., such as the 
Financial Conduct Authority; the BMA in Bermuda; and numerous federal and provincial governmental and oversight 
organizations in Canada. Consequently, compliance with any particular regulator’s or enforcement authority’s 
interpretation of a legal issue may not result in compliance with another’s interpretation of the same issue, particularly 
when compliance is judged in hindsight. Such regulations or enforcement actions are often responsive to current consumer 
and political sensitivities, which may arise after a major event. Such rules and regulations may result in rate suppression, 
limit our ability to manage our exposure to unprofitable or volatile risks, or lead to fines, premium refunds, or other 
adverse consequences.

The federal government may also regulate aspects of our business, such as the protection of consumer confidential 
information or the use of consumer insurance (credit) scores to underwrite and assess the risk of customers under the Fair 
Credit Reporting Act ("FCRA") in the U.S. Among other things, for insurance purposes, the FCRA requires that (i) there 
is a permissible purpose before obtaining and using a consumer report for underwriting purposes, and (ii) there is 
compliance with related notice and recordkeeping requirements. Failure to comply with federal requirements under the 
FCRA or any other applicable federal laws could subject us to regulatory fines and other sanctions. In addition, there is 
risk that a particular regulator’s or enforcement authority’s interpretation of a legal issue or the scope of a regulator’s 
authority may change over time to our detriment. There is also a risk that changes in the overall legal environment may 
cause us to change our views regarding the actions we need to take from a legal risk management perspective. This would 
necessitate changes to our practices that may adversely impact our business.

In some cases, these laws and regulations are designed to protect or benefit the interests of a specific constituency rather 
than a range of constituencies. State insurance laws and regulations are generally intended to protect the interests of 
purchasers or users of insurance products, rather than our stockholders. Failure to comply with state insurance laws and 
regulations in the future could also have a material adverse effect on our business, financial condition and results of 
operations.
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Additionally, changes in the regulatory landscape, whether it be on a state, federal, or global level, related to autonomous 
vehicles and regulations around petroleum-based vehicles could significantly alter our core insurance model, and we may 
have to make changes to our insurance program to comply with regulatory changes in this space. This would require 
changes to our operations, which could adversely impact our business.

Furthermore, the federal government could pass a law expanding its authority to regulate the insurance industry, 
expanding federal regulation over our business to our detriment. These laws and regulations may limit our ability to grow, 
to raise additional capital, or to improve the profitability of our business.

New legislation or legal requirements impacting the internet and the applicable use of mobile applications may affect 
how we communicate with our Members and could have an adverse effect on our business model, financial condition 
and operations.

We rely on the internet and our mobile application to execute our business strategy. We are subject to general business 
regulations and laws, as well as federal and state regulations and laws specifically governing the internet and the use of 
mobile applications in particular. Existing and future laws and regulations may impede the growth of the internet or other 
online services and increase the cost of providing online services. These regulations and laws may involve taxes, tariffs, 
privacy and data security, anti-spam, content protection, electronic contracts and communications, electronic signatures 
and consents, consumer protection, and social media marketing. It is at times not clear how existing laws governing issues 
such as property ownership, sales, and other taxes and consumer privacy apply to the internet and the use of mobile 
applications in particular, as the vast majority of these laws were adopted prior to the advent of the internet and the use of 
mobile applications and do not contemplate or address the unique issues raised by the internet. It is possible that general 
business regulations and laws, or those specifically governing the internet and the use of mobile applications in particular, 
may be interpreted and applied in a manner that is inconsistent from one jurisdiction to another and may conflict with 
other rules or our practices. For example, privacy laws govern how data can be collected, shared, transferred across 
borders from the E.U./U.K. to the U.S., and stored/deleted. As new privacy and cybersecurity laws, regulations and 
expectations come online, our compliance obligations mount and our ability to market to and reach Members can be 
affected, potentially leading to lower revenue and Member growth. At the same time, plaintiffs are increasingly using pre-
existing laws to bring class action claims based on new technologies, some of which are part of our marketing efforts. We 
cannot be sure that our practices have complied, currently comply, or will comply fully with all such laws and regulations. 
Any failure, or perceived failure, by us to comply with any of these laws or regulations could result in damage to our 
reputation, a loss in business, and proceedings or actions against us by governmental entities or private litigants. Any such 
proceeding or action could hurt our reputation, force us to spend significant amounts in defense of these proceedings, 
distract our management, increase our costs of doing business, and decrease the use of our mobile application or website 
by consumers and suppliers and may result in the imposition of monetary liability. We may also be contractually liable to 
indemnify and hold harmless third parties from the costs or consequences of non-compliance with any such laws or 
regulations. 

Our intellectual property rights are extremely valuable and if they are not properly protected, our products, services, 
and brand could be adversely impacted.

As we continue expanding our development of intellectual property across all channels, we may be unable to adequately 
protect and/or obtain appropriate rights, leading to increased risk. Competitors may target certain products or services and 
seek to assert competing rights. If appropriate contractual measures are not maintained, employees, contractors, and 
vendors may divulge trade secrets or claim ownership over our intellectual property.

New legislation or legal requirements impacting the use of petroleum-based and/or supporting autonomous vehicles 
could significantly challenge and impact our core insurance model and company purpose.

A significant majority of our Members currently drive gas-powered vehicles and engage in automotive enthusiast 
activities where they are able to drive and enjoy their vehicles. Changes in the law that create higher barriers to the use 
and enjoyment of their vehicles may in turn reduce the need or desire for many of our products and services, leading to 
lost revenue and lower profits and the inability to deliver on our purpose in an impactful manner.
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Risks Relating to Ownership of Our Securities

Our stock may be diluted by future issuances of additional Class A Common Stock in connection with our incentive 
plans, acquisitions or otherwise; future sales of such shares in the public market or the expectations that such sales 
may occur could lower our stock price.

We may issue additional shares of Class A Common Stock in several ways:

By the Board. Our Amended and Restated Charter authorizes us to issue shares of our Class A Common Stock and 
options, rights, warrants and appreciation rights relating to our Class A Common Stock and on the terms and conditions 
established by our Board in its sole discretion, whether in connection with acquisitions or otherwise.

Under the 2021 Equity Incentive Plan. We have reserved 38,317,399 shares of Class A Common Stock for issuance under 
our 2021 Equity Incentive Plan (as defined in Note 21 — Stock-Based Compensation in Item 8 of Part II of this Annual 
Report on Form 10-K). As of December 31, 2022, we have issued 37,071 shares under this Plan.

Under the 2021 Employee Stock Purchase Plan. We have reserved 11,495,220 shares of Class A Common Stock for 
issuance under our 2021 Employee Stock Purchase Plan (as defined in Note 21 — Stock-Based Compensation in Item 8 
of Part II of this Annual Report on Form 10-K). As of December 31, 2022, we have not yet issued any shares under this 
Plan.

Any stock that we issue or exchange would dilute the percentage ownership held by the investors who purchase Class A 
Common Stock. The market price of shares of our Class A Common Stock could decline as a result of newly issued or 
exchanged stock, or the perception that we might issue or exchange stock. A decline in the price of our Class A Common 
Stock might impede our ability to raise capital through the issuance of additional shares of Class A Common Stock or 
other equity securities.

Substantial blocks of our total outstanding shares may be sold into the market. If there are substantial sales of shares 
of our Class A Common Stock, the price of our Class A Common Stock could decline.

The price of our Class A Common Stock could decline if there are substantial sales of our Class A Common Stock, 
particularly sales by our directors, executive officers, and significant stockholders, or if there is a large number of shares 
of our Class A Common Stock available for sale. As of March 1, 2023, we have 83,211,595 shares of our Class A 
Common Stock outstanding. All of the shares of Class A Common Stock sold at the completion of our Business 
Combination are available for sale in the public market, other than shares held by purchasers who, after the Closing, hold 
in excess of 10% of our issued and outstanding Class A Common Stock. Shares held by directors, executive officers and 
other affiliates are subject to volume limitations under Rule 144 under the Securities Act of 1933, as amended, or the 
Securities Act, and various vesting agreements.

The market price of the shares of our Class A Common Stock could decline as a result of the sale of a substantial number 
of our shares of Class A Common Stock in the public market or the perception in the market that the holders of a large 
number of such shares intend to sell their shares.

Certain warrants to purchase our Class A Common Stock are now exercisable and could become exercisable in 2023, 
which could increase the number of shares eligible for future resale in the public market and result in dilution to our 
stockholders.

PIPE Warrants to purchase an aggregate of 12,669,300 shares of Class A Common Stock became exercisable on the 30th 
day following the closing of the Business Combination in accordance with the terms of the warrant agreement governing 
those securities. In addition, Public Warrants to purchase an aggregate of 5,750,000 shares of Class A Common Stock and 
Underwriter Warrants to purchase an aggregate of 28,750 shares of Class A Common Stock became exercisable on April 
12, 2022 in accordance with the warrant agreement covering those securities. Each such PIPE Warrant, Underwriter 
Warrant and Public Warrant entitles its holder to purchase one share of Class A Common Stock at an exercise price of 
$11.50 per share and will expire at 5:00 p.m., New York time, five years after the closing of the Business Combination or 
earlier upon redemption or our liquidation. In addition, the Private Placement Warrants and OTM Warrants became 
exercisable on December 2, 2022, subject to the achievement of certian trading thresholds pursuant to the terms of the 
Sponsor Warrant Lock-up Agreement. Refer to Note 20 — Warrant Liabilities in Item 8 of Part II of this Annual Report 
on Form 10-K for additional information. To the extent warrants are exercised, additional shares of Class A Common 
Stock will be issued, which will result in dilution to our then existing stockholders and increase the number of shares 
eligible for resale in the public market. Sales of substantial numbers of such shares in the public market could depress the 
market price of our common stock.
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We qualify as an "emerging growth company" within the meaning of the Securities Act, and if we take advantage of 
certain exemptions from disclosure requirements available to emerging growth companies, it could make our securities 
less attractive to investors and may make it more difficult to compare our performance to the performance of other 
public companies.

We qualify as an "emerging growth company" as defined in Section 2(a)(19) of the Securities Act, as modified by the 
JOBS Act. As such, we are eligible for and intend to take advantage of certain exemptions from various reporting 
requirements applicable to other public companies that are not emerging growth companies for as long as we continue to 
be an emerging growth company, including (a) the exemption from the auditor attestation requirements with respect to 
internal control over financial reporting under Section 404(b) of the Sarbanes-Oxley Act of 2002, as amended ("Sarbanes-
Oxley"), (b) the exemptions from say-on-pay, say-on-frequency and say-on-golden parachute voting requirements and (c) 
reduced disclosure obligations regarding executive compensation in its periodic reports and proxy statements. We will 
remain an emerging growth company until the earliest of (i) the last day of the fiscal year in which the market value of 
Class A Common Stock that is held by non-affiliates exceeds $700 million as of June 30 of that fiscal year, (ii) the last 
day of the fiscal year in which we have total annual gross revenue of $1.235 billion or more during such fiscal year (as 
indexed for inflation), (iii) the date on which we have issued more than $1 billion in non-convertible debt in the prior 
three-year period or (iv) December 31, 2026. In addition, Section 107 of the JOBS Act also provides that an emerging 
growth company can take advantage of the exemption from complying with new or revised accounting standards provided 
in Section 7(a)(2)(B) of the Securities Act as long as we are an emerging growth company. An emerging growth company 
can therefore delay the adoption of certain accounting standards until those standards would otherwise apply to private 
companies. We intend to avail ourselves of such extended transition period and, therefore, we may not be subject to the 
same new or revised accounting standards as other public companies that are not emerging growth companies or that have 
opted out of using such extended transition period. Investors may find the Class A Common Stock less attractive because 
we will rely on these exemptions, which may result in a less active trading market for the Class A Common Stock and its 
price may be more volatile.

We qualify as, and have elected to be treated as, a "controlled company" within the meaning of the NYSE listing 
standards and, as a result, our stockholders may not have certain corporate governance protections that are available 
to stockholders of companies that are not controlled companies.

So long as more than 50% of the voting power for the election of directors is held by an individual, a group, or another 
company, we will qualify as a "controlled company" under the NYSE listing requirements. As of December 31, 2022, 
HHC controls approximately 67.9% of the voting power of our outstanding capital stock. As a result, we qualify as, and 
elect to be treated as, a "controlled company" under the NYSE listing standards and will not be subject to the requirements 
that would otherwise require us to have: (i) a majority of "independent directors," as defined under the listing standards of 
the NYSE; (ii) a nominating committee comprised solely of independent directors; (iii) compensation of our executive 
officers determined by a majority of the independent directors or a compensation committee comprised solely of 
independent directors; and (iv) director nominees selected, or recommended for the board of directors’ selection, either by 
a majority of the independent directors or a nominating committee comprised solely of independent directors.

HHC may have its interest diluted due to future equity issuances or its own actions in selling shares of common stock, in 
each case, which could result in a loss of the "controlled company" exemption under the NYSE listing rules. We would 
then be required to comply with those provisions of the NYSE listing requirements.

The dual class structure of our common stock may adversely affect the trading market for our Class A Common Stock.

S&P Dow Jones and FTSE Russell limit their eligibility criteria for inclusion of shares of public companies on certain 
indices, including the S&P 500, namely, to exclude companies with multiple classes of shares of common stock from 
being added to such indices. In addition, several stockholder advisory firms have announced their opposition to the use of 
multiple class structures. As a result, the dual class structure of our common stock may prevent the inclusion of our Class 
A Common Stock in such indices and may cause stockholder advisory firms to publish negative commentary about our 
corporate governance practices or otherwise seek to cause us to change our capital structure. Any such exclusion from 
indices could result in a less active trading market for our Class A Common Stock. Any actions or publications by 
stockholder advisory firms critical of our corporate governance practices or capital structure could also adversely affect 
the value of our Class A Common Stock.
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The dual class structure of our common stock will have the effect of concentrating voting power with two stockholders, 
which will limit your ability to influence the outcome of important transactions, including a change in control.

Our Class V Common Stock has 10 votes per share and our Class A Common Stock has one vote per share. Markel and 
HHC, who currently hold all of the Class V Common Stock, together will hold a substantial majority of the voting power 
of our outstanding capital stock. Because of the 10-to-1 voting ratio between our Class V and Class A Common Stock, the 
holders of our Class V Common Stock will collectively control a majority of the combined voting power of common 
stock and, therefore, will be able to control all matters submitted to our stockholders until the earlier of (1) 15 years from 
the date of the consummation of the Business Combination and (2) the date on which such share of Class V Common 
Stock is transferred other than pursuant to a Qualified Transfer (as defined in our Amended and Restated Charter). This 
concentrated control will limit or preclude your ability to influence the outcome of important corporate matters, including 
a change in control, for the foreseeable future.

Transfers by holders of Class V Common Stock will generally result in those shares losing their super voting rights, 
subject to limited exceptions, such as certain transfers effected for estate planning or charitable purposes.

Our three largest stockholders hold significant voting power, have the right to designate directors to our Board and are 
entitled to preemptive rights with respect to the issuance of new Class A Common Stock, which provides these 
stockholders with significant power to influence our business and affairs.

Our three largest stockholders are HHC, Markel and State Farm. HHC controls approximately 67.9% of the voting power, 
Markel controls approximately 29.0% of the voting power, and State Farm controls approximately 1.9% of the voting 
power. Pursuant to the terms of the Investor Rights Agreement among HHC, Markel and State Farm, HHC designated two 
directors to our Board, and Markel and State Farm each designated one director to our Board. Pursuant to the Investor 
Rights Agreement, each of HHC, Markel and State Farm has agreed to vote for the election of any director nominated by 
HHC, Markel and State Farm in furtherance of the director designation rights described above. As a consequence, at 
present, the re-election in 2023 of the four directors designated by HHC, Markel and State Farm is assured.

Moreover, under the terms of the Investor Rights Agreement, each of HHC, Markel and State Farm has a contractual 
preemptive right. Specifically, under the terms of the Investor Rights Agreement, for so long as HHC, Markel and State 
Farm, as applicable, are entitled to nominate a director, each of HHC, Markel and State Farm, as applicable, subject to 
certain conditions, has a preemptive right to purchase up to the amount of any new securities we propose to issue or sell as 
is necessary to maintain the relative pro rata ownership position (determined on a fully diluted basis at the time of 
determination) of HHC, Markel and State Farm, as applicable. Therefore, while other holders of our stock would risk 
suffering a reduction in percentage ownership in connection with a new issuance of securities by us, HHC, Markel and 
State Farm would, through this preemptive right, have the opportunity to avoid a reduction in percentage ownership. As 
long as HHC, Markel and State Farm continue to hold a significant portion of our outstanding common stock, each will 
have the ability to influence the vote in any election of directors and over decisions that require stockholder approval.

By virtue of their voting power and Board designation rights, preemptive right to purchase additional equity securities in 
future stock offerings and approval rights, HHC, Markel and State Farm, collectively and separately, have the power to 
significantly influence our business and affairs and the outcome of matters required to be submitted to stockholders for 
approval, including the election of our directors, amendments to our charter, mergers, or sales of assets. Their influence 
over our business and affairs may not be consistent with the interests of some or all of our other stockholders and might 
negatively affect the market price of our common stock.

We may redeem unexpired warrants prior to their exercise at a time that is disadvantageous to the holders of such 
warrants, thereby making such warrants worthless.

We have the ability to redeem outstanding warrants at any time after they become exercisable and prior to their expiration, 
at a price of $0.01 per warrant, provided that the last reported sales price of Class A Common Stock equals or exceeds 
$18.00 per share (as adjusted for stock splits, stock dividends, reorganizations, recapitalizations and the like) for any 20 
trading days within a 30 trading-day period commencing once the warrants become exercisable and ending on the third 
trading day prior to the date on which we give proper notice of such redemption and provided certain other conditions are 
met. If and when the warrants become redeemable by us, we may not exercise our redemption right if the issuance of 
shares of Class A Common Stock upon exercise of the warrants is not exempt from registration or qualification under 
applicable state blue sky laws or we are unable to effect such registration or qualification. We will use our best efforts to 
register or qualify such shares of Class A Common Stock under the blue sky laws of the state of residence in those states 
in which the warrants were offered. Redemption of the outstanding warrants could force you (i) to exercise your Public 
Warrants and pay the exercise price therefor at a time when it may be disadvantageous for you to do so, (ii) to sell your 
warrants at the then-current market price when you might otherwise wish to hold your warrants or (iii) to accept the 
nominal redemption price which, at the time the outstanding warrants are called for redemption, is likely to be 
substantially less than the market value of your warrants. None of the Private Placement Warrants or Underwriter 
Warrants are redeemable by us so long as they are held by the Sponsor, FG SPAC Partners LP, the underwriter in Aldel’s 
initial public offering, or their permitted transferees.
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Because there are no current plans to pay cash dividends on the Class A Common Stock for the foreseeable future, you 
may not receive any return on investment unless you sell your Class A Common Stock for a price greater than that 
which you paid for it.

We intend to retain future earnings, if any, for future operations, expansion and debt repayment and there are no current 
plans to pay any cash dividends for the foreseeable future. The declaration, amount and payment of any future dividends 
on shares of our Class A Common Stock will be at the sole discretion of our Board. Our Board may take into account 
general and economic conditions, our financial condition and results of operations, our available cash and current and 
anticipated cash needs, capital requirements, contractual, legal, tax, and regulatory restrictions, implications on the 
payment of dividends by us to our stockholders or by our subsidiaries to us and such other factors as our Board may deem 
relevant. In addition, our ability to pay dividends is limited by covenants of our existing and outstanding indebtedness and 
may be limited by covenants of any future indebtedness we incur. As a result, you may not receive any return on an 
investment in our Class A Common Stock unless you sell our Class A Common Stock for a price greater than that which 
you paid for it.

Anti-takeover provisions in our organizational documents could delay or prevent a change of control.

Certain provisions of our Amended and Restated Charter and Amended and Restated Bylaws may have an anti-takeover 
effect and may delay, defer or prevent a merger, acquisition, tender offer, takeover attempt or other change of control 
transaction that a stockholder might consider in its best interest, including those attempts that might result in a premium 
over the market price for the shares held by our stockholders.

These provisions provide for, among other things:

• the ability of our Board to issue one or more series of preferred stock;

• advance notice for nominations of directors by stockholders and for stockholders to include matters to be considered 
at our annual meetings;

• certain limitations on convening special stockholder meetings; and

• limiting the ability of stockholders to act by written consent;

These anti-takeover provisions could make it more difficult for a third party to acquire us, even if the third party’s offer 
may be considered beneficial by many of our stockholders. As a result, our stockholders may be limited in their ability to 
obtain a premium for their shares. These provisions could also discourage proxy contests and make it more difficult for 
you and other stockholders to elect directors of your choosing and to cause us to take other corporate actions you desire.

Our Amended and Restated Charter designates the Court of Chancery of the State of Delaware as the sole and 
exclusive forum for certain types of actions and proceedings that may be initiated by our stockholders, which could 
limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers, 
employees or stockholders.

Our Amended and Restated Charter provides that, subject to limited exceptions, any (1) derivative action or proceeding 
brought on behalf of us under Delaware law, (2) action asserting a claim of breach of a fiduciary duty owed by any current 
or former director, officer, or other employee to us or our stockholders, (3) action asserting a claim against us, our 
directors, officers or other employees arising under the Delaware General Corporation Law ("DGCL"), our Amended and 
Restated Charter or our Amended and Restated Bylaws (in each case, as may be amended from time to time), (4) action 
asserting a claim against us or any of our directors, officers or other employees governed by the internal affairs doctrine of 
the State of Delaware or (5) other action asserting an "internal corporate claim," as defined in Section 115 of the DGCL, 
in all cases subject to the court having personal jurisdiction over all indispensable parties named as defendants shall, to the 
fullest extent permitted by law, be exclusively brought in the Court of Chancery of the State of Delaware or, if such court 
does not have subject matter jurisdiction thereof, another state or federal court located within the State of Delaware. Any 
person or entity purchasing or otherwise acquiring any interest in shares of our capital stock shall be deemed to have 
notice of and to have consented to the provisions of our Amended and Restated Charter described above. This choice of 
forum provision may limit a stockholder’s ability to bring a claim in a judicial forum that it finds favorable for disputes 
with us or our directors, officers or other employees, which may discourage such lawsuits against us and our directors, 
officers and employees. Alternatively, if a court were to find these provisions of our Amended and Restated Charter 
inapplicable to, or unenforceable in respect of, one or more of the specified types of actions or proceedings, we may incur 
additional costs associated with resolving such matters in other jurisdictions, which could adversely affect our business 
and financial condition.
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Risks Related to Tax

We are a holding company and our only material asset is our interest in The Hagerty Group, and we will therefore be 
dependent upon distributions made by The Hagerty Group to pay taxes, make payments under the TRA and pay other 
expenses.

We are a holding company with no material assets other than our ownership of The Hagerty Group units and our 
managing member interest in The Hagerty Group. As a result, we will have no independent means of generating revenue 
or cash flow. Our ability to pay taxes, make payments under the TRA and pay dividends (in the event that any dividends 
are declared) and other expenses will depend on the financial results and cash flows of The Hagerty Group and the 
distributions we receive from The Hagerty Group. Deterioration in the financial condition, earnings or cash flow of The 
Hagerty Group for any reason could limit or impair The Hagerty Group’s ability to pay such distributions. Additionally, to 
the extent that we need funds and The Hagerty Group is restricted from making such distributions under applicable law or 
regulation or under the terms of any financing arrangements, or The Hagerty Group is otherwise unable to provide such 
funds, it could materially adversely affect our liquidity and financial condition.

The Hagerty Group will be treated as a partnership for U.S. federal income tax purposes and, as such, generally will not 
be subject to any entity-level U.S. federal or state income tax. Instead, the taxable income of The Hagerty Group will be 
allocated to the members of The Hagerty Group, including us. Accordingly, we will be required to pay income taxes on 
our allocable share of any net taxable income of The Hagerty Group. Under the terms of The Hagerty Group LLC 
Agreement, The Hagerty Group is obligated to make tax distributions to the members of The Hagerty Group (including 
us) calculated at certain assumed tax rates. In addition to tax expenses, we will also incur expenses related to our 
operations, including payment obligations under the TRA (and the cost of administering such payment obligations), which 
could be significant. We intend to cause The Hagerty Group to make distributions to the members of The Hagerty Group 
in amounts sufficient to cover all applicable taxes (calculated at assumed tax rates) and payments under the TRA. 
However, The Hagerty Group’s ability to make such distributions may be subject to various limitations and restrictions 
including, but not limited to, restrictions on distributions that would either violate any contract or agreement to which The 
Hagerty Group is then a party, including debt agreements, or any applicable law, or that would have the effect of 
rendering The Hagerty Group insolvent. If our cash resources are insufficient to meet our obligations under the TRA and 
to fund our obligations, we may be required to incur additional indebtedness to provide the liquidity needed to make such 
payments, which could materially adversely affect our liquidity and financial condition and subject us to various 
restrictions imposed by any such lenders. To the extent that we are unable to make payments under the TRA for any 
reason, such payments will be deferred and will accrue interest until paid; provided, however, that nonpayment for a 
specified period may constitute a breach of a material obligation under the TRA and therefore accelerate payments due 
under the TRA.
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Hagerty, Inc. is required to pay Legacy Unit Holders and any other persons that become parties to the TRA for certain 
tax benefits we may receive and the amounts payable may be substantial.

In connection with the consummation of the Business Combination, Hagerty, Inc. entered into a TRA with Legacy Unit 
Holders. The Hagerty Group intends to have in effect an election under Section 754 of the Internal Revenue Code ("IRC") 
for each taxable year in which TRA exchanges occur, which is expected to result in adjustments to the tax basis of the 
assets of The Hagerty Group as a result of such TRA exchanges. The TRA generally provides for the payment by Hagerty, 
Inc. to Legacy Unit Holders of 85% of the cash tax benefits, if any, realized as a result of (i) tax basis adjustments 
resulting from TRA exchanges in connection with or following the Business Combination, (ii) certain other tax benefits 
related to entering into the TRA, including tax benefits attributable to making payments under the TRA. We expect that 
the payments required under the TRA could be substantial. Estimating the amount and timing of realization of tax benefits 
subject to the TRA is by its nature imprecise. 

Payments under the TRA will be based on the tax reporting positions determined, and the IRS or another tax authority 
may challenge all or a part of the existing tax basis, tax basis increases, or other tax attributes subject to the TRA, and a 
court could sustain such challenge. The parties to the TRA will not reimburse Hagerty, Inc. for any payments previously 
made if such tax basis or other tax benefits are subsequently disallowed, except that any excess payments made to a party 
under the TRA will be netted against future payments otherwise to be made under the TRA, if any, after the determination 
of such excess. In addition, the TRA provides that if (1) Hagerty, Inc. breaches any material obligations under the TRA 
(including in the event payments are more than three months late under the TRA, subject to certain exceptions), (2) 
Hagerty, Inc. is subject to certain bankruptcy, insolvency or similar proceedings, or (3) at any time, Hagerty, Inc. may 
elect an early termination of the TRA, the obligations under the TRA (with respect to all The Hagerty Group Units, 
whether or not such The Hagerty Group Units have been exchanged or redeemed before or after such transaction) would 
accelerate and become payable in a lump sum amount equal to the present value of the anticipated future tax benefits 
calculated based on certain assumptions, including that Hagerty, Inc. would have sufficient taxable income to fully utilize 
the deductions arising from the tax deductions, tax basis and other tax attributes subject to the TRA.

The TRA also provides that, upon certain changes of control or other significant transactions, in the discretion of HHC 
and Markel, obligations under the TRA may be accelerated and become payable in a lump sum as described above. Such 
acceleration would be based on certain assumptions, including that Hagerty, Inc. would have sufficient taxable income to 
fully utilize the increased tax deductions and tax basis and other benefits covered by the TRA. As a result, upon any 
acceleration of the obligations under the TRA (including a change of control), Hagerty, Inc. could be required to make 
payments under the TRA that are greater than 85% of actual cash tax savings, which could negatively impact liquidity. 
The change of control provisions in the TRA may also result in situations where HHC and Markel have interests that 
differ from or are in addition to those of our Class A stockholders.

To the extent we receive tax distributions in excess of our actual tax liabilities and retain such excess cash, HHC and 
Markel may benefit from such accumulated cash balances if they exercise their exchange rights.

Under the terms of The Hagerty Group LLC Agreement, The Hagerty Group is obligated to make tax distributions to the 
members of The Hagerty Group calculated at certain assumed tax rates. Because tax distributions will be made pro rata 
based on ownership and due to, among other items, differences between the tax rates applicable to us and the assumed 
individual income tax rate used in the calculation and requirements under the applicable tax rules that The Hagerty 
Group’s net taxable income be allocated disproportionately to its unit holders in certain circumstances, tax distributions 
may significantly exceed the actual tax liability for certain The Hagerty Group unit holders. If Hagerty, Inc. retains the 
excess cash we receive, Markel and HHC could benefit from any value attributable to such accumulated cash balances as 
a result of their rights under the Exchange Agreement with the Legacy Unit Holders .

If The Hagerty Group were to become a publicly traded partnership taxable as a corporation for U.S. federal income tax 
purposes, we and The Hagerty Group might be subject to potentially significant tax inefficiencies, and we would not be 
able to recover payments previously made by us under the TRA even if the corresponding tax benefits were subsequently 
determined to have been unavailable due to such status.

The Hagerty Group intends to operate such that it does not become a publicly traded partnership taxable as a corporation 
for U.S. federal income tax purposes. A "publicly traded partnership" is a partnership the interests of which are listed for 
trading on an established securities market or are readily tradable on a secondary market or the substantial equivalent 
thereof. Applicable U.S. Treasury regulations provide for certain safe harbors from treatment as a publicly traded 
partnership, and The Hagerty Group intends to operate such that it will qualify for one or more of such safe harbors, 
although it may be unable to do so.
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If The Hagerty Group were to become a publicly traded partnership taxable as a corporation for U.S. federal income tax 
purposes, significant tax inefficiencies might result for Hagerty, Inc. and for The Hagerty Group, for example, if Hagerty, 
Inc. is not able to file a consolidated U.S. federal income tax return with The Hagerty Group. In addition, Hagerty, Inc. 
may not be able to realize tax benefits covered under the TRA, and Hagerty, Inc. would not be able to recover any 
payments previously made under the TRA, even if the corresponding tax benefits (including any claimed increase in the 
tax basis of The Hagerty Group’s assets) were subsequently determined to have been unavailable.

Increases in applicable tax rates, changes in applicable tax laws or disagreements with tax authorities can adversely 
affect our business, financial condition and results of operations.

Hagerty, Inc. will have no material assets other than the interest in The Hagerty Group, which holds, directly or indirectly, 
all of the operating assets of The Hagerty Group’s business. The Hagerty Group, with the exception of certain corporate 
subsidiaries, will not be subject to U.S. federal or state income tax. Hagerty, Inc. is a U.S. corporation that will be subject 
to U.S. corporate income tax on our worldwide operations, including our allocable share of any net taxable income of The 
Hagerty Group. We will be subject to various U.S. federal, state and local taxes, in addition to taxes in other countries.

New U.S. laws and policy relating to income and non-income-based taxes may have an adverse effect on our business and 
future profitability. Further, existing U.S. tax laws, statutes, rules, regulations or ordinances could be interpreted, changed, 
modified or applied adversely to us. Increases in income tax rates or other changes in income tax laws in any particular 
jurisdiction in which we operate or are otherwise subject to tax can reduce our after-tax income from such jurisdiction and 
adversely affect our business, financial condition or results of operations. Existing tax laws have been and could in the 
future be subject to significant change.

We will be subject to reviews, examinations and audits by the IRS and other taxing authorities with respect to income and 
non-income-based taxes. Economic and political pressures to increase tax revenues in jurisdictions in which we operate, 
or the adoption of new or reformed tax legislation or regulation, may make resolving tax disputes more difficult and the 
final resolution of tax audits and any related litigation can differ from The Hagerty Group’s historical provisions and 
accruals, resulting in an adverse impact on our business, financial condition or results of operations.

Additionally, the provision for income taxes involves a significant amount of judgement regarding the interpretation of 
relevant facts and laws in the jurisdictions in which we operate. Our income tax expense and recorded tax balances can 
change significantly between periods due to a number of complex factors including but not limited to, changes in the 
valuation of our deferred tax assets and liabilities as well as increases or decreases to valuation allowances recorded 
against our deferred tax assets.

General Risk Factors

The price of our securities may be volatile or may decline regardless of our operating performance and you could lose 
all or part of your investment as a result.

The trading price of our common stock and warrants is likely to be volatile. The stock market recently has experienced 
extreme volatility. This volatility often has been unrelated or disproportionate to the operating performance of particular 
companies. You may not be able to resell your shares or warrants at an attractive price due to a number of factors such as 
those listed elsewhere in this "Risk Factors" section and this Annual Report on Form 10-K, as well as the following:

• results of operations that vary from the expectations of securities analysts and investors;

• results of operations that vary from those of our competitors;

• the impact of pandemics, including COVID-19, and their effect on our business and financial condition;

• changes in expectations as to our future financial performance, including financial estimates and investment 
recommendations by securities analysts and investors;

• declines in the market prices of stocks generally;

• strategic actions by us or our competitors;

• announcements by us or our competitors of significant contracts, acquisitions, joint ventures, other strategic 
relationships or capital commitments;

• any significant change in our management;

• changes in general economic or market conditions or trends in our industry or markets;

• changes in business or regulatory conditions, including new laws or regulations or new interpretations of existing 
laws or regulations applicable to our business;
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• future sales of our Common Stock or other securities;

• investor perceptions or the investment opportunity associated with our Common Stock relative to other investment 
alternatives;

• the public’s response to press releases or other public announcements by us or third parties, including our filings 
with the SEC;

• litigation involving us, our industry, or both, or investigations by regulators into our operations or those of our 
competitors;

• guidance, if any, that we provide to the public, any changes in this guidance or our failure to meet this guidance;

• the development and sustainability of an active trading market for our Common Stock;

• actions by institutional or activist stockholders;

• changes in accounting standards, policies, guidelines, interpretations or principles; and

• other events or factors, including those resulting from natural disasters, war, acts of terrorism or responses to these 
events.

These broad market and industry fluctuations may adversely affect the market price of our Class A Common Stock and 
Public Warrants, regardless of our actual operating performance. In addition, price volatility may be greater if the public 
float and trading volume of the Class A Common Stock and Public Warrants is low.

In the past, following periods of market volatility, stockholders have instituted securities class action litigation. If we were 
involved in securities litigation, it could have a substantial cost and divert resources and the attention of executive 
management from our business regardless of the outcome of such litigation.

Future sales, or the perception of future sales, by us or our stockholders in the public market could cause the market 
price for our Class A Common Stock to decline.

The sale of shares of our Class A Common Stock in the public market, or the perception that such sales could occur, could 
harm the prevailing market price of shares of our Class A Common Stock. These sales, or the possibility that these sales 
may occur, also might make it more difficult for us to sell equity securities in the future at a time and at a price that we 
deem appropriate.

The initial stockholders of Aldel agreed not to transfer, assign or sell any of the shares of Class A Common Stock into 
which the Founder Shares converted (except to certain permitted transferees) until, with respect to 50% of such shares, the 
earlier of (i) twelve months after the date of the consummation of the Business Combination, or (ii) the date on which the 
closing price of our Class A Common Stock equals or exceeds $12.00 per share (as adjusted for stock splits, stock 
dividends, reorganizations and recapitalizations) for any 20 trading days within any 30-trading day period commencing 
after the Business Combination, with respect to the remaining 50% of such shares, 12 months after the date of the 
consummation of the Business Combination, or earlier, in each case, if, we consummate a liquidation, merger, stock 
exchange or other similar transaction which results in all of our stockholders having the right to exchange their public 
shares for cash, securities or other property. In addition, each of Markel and HHC executed lockup agreements pursuant to 
which such parties agreed not to sell, transfer or take certain other actions with respect to units in The Hagerty Group and 
shares of Class V Common Stock received in the Business Combination for a period from closing of the Business 
Combination through the earlier of (a) 180 days after the closing of the Business Combination, subject to certain 
customary exceptions and (b) the date on which the closing price of our Class A Common Stock equals or exceeds $12.00 
per share (as adjusted for stock splits, stock dividends, reorganizations and recapitalizations) for any 20 trading days 
within any 30-trading day period commencing after the consummation of the Business Combination.

As restrictions on resale end, the market price of our Common Stock could drop significantly if the holders of these shares 
sell them or are perceived by the market as intending to sell them. These factors could also make it more difficult for us to 
raise additional funds through future offerings of Common Stock or other securities.
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In addition, Common Stock reserved for future issuance under our equity incentive plans will become eligible for sale in 
the public market once those shares are issued, subject to provisions relating to various vesting agreements, lock-up 
agreements and, in some cases, limitations on volume and manner of sale applicable to affiliates under Rule 144, as 
applicable. The aggregate number of shares of Class A Common Stock reserved for future issuance under the 2021 Equity 
Incentive Plan is 31,378,154. The aggregate number of shares of Class A Common Stock reserved for future issuance 
under the 2021 Employee Stock Purchase Plan is 11,495,220. The compensation committee of our Board may determine 
the exact number of shares to be reserved for future issuance under its equity incentive plans at its discretion. We will file 
one or more registration statements on Form S-8 under the Securities Act to register shares of Common Stock or securities 
convertible into or exchangeable for shares of Common Stock issued pursuant to our equity incentive plans. Any such 
Form S-8 registration statements will automatically become effective upon filing. Accordingly, shares registered under 
such registration statements will be available for sale in the open market.

If securities analysts do not publish research or reports about our business or if they downgrade our stock or our 
sector, our stock price and trading volume could decline.

The trading market for our Class A Common Stock will rely in part on the research and reports that industry or financial 
analysts publish about us or our business. We will not control these analysts. In addition, some financial analysts may 
have limited expertise with our business model and operations. Furthermore, if one or more of the analysts who do cover 
us downgrade our stock or industry, or the stock of any of our competitors, or publish inaccurate or unfavorable research 
about our business, the price of our stock could decline. If one or more of these analysts ceases coverage of us or fails to 
publish reports on it regularly, we could lose visibility in the market, which in turn could cause our stock price or trading 
volume to decline.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our corporate headquarters are located in Traverse City, Michigan, and consist of approximately 109,500 square feet of 
office space at the main campus location under a lease agreement that expires in March 2036. In the U.S., we lease 
additional office space in Ohio, Colorado, Connecticut and Michigan. Internationally, we lease offices in Canada, the 
U.K. and Germany. We believe our facilities are adequate and suitable for our current needs and that, should it be needed, 
suitable additional or alternative space will be available to accommodate our operations.

In 2022, Hagerty approved an initiative to increase operational efficiencies and flexibility by transitioning to a "remote 
first" work model for employees. As a result, we intend to sublease all or portions of our office space in Ohio, Colorado, 
Connecticut, Michigan and Ontario.

In addition, we have a network of Hagerty Garage + Social locations in the U.S., which includes one location in each of 
New York, Illinois and Washington, three locations in Florida and two locations in California. In Canada, we have one 
location in Ontario.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we are involved in various claims and legal actions that arise in the ordinary course of business. 
Although the results of litigation and claims cannot be predicted with certainty, we do not believe that the ultimate 
resolution of these actions will have a material adverse effect on our financial position, results of operations, liquidity, or 
capital resources.

Future litigation may be necessary to defend ourselves and our partners by determining the scope, enforceability, and 
validity of third party proprietary rights or to establish our proprietary rights. The results of any current or future litigation 
cannot be predicted with certainty, and regardless of the outcome, litigation can have an adverse impact on us because of 
defense and settlement costs, diversion of management resources, and other factors.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND 
ISSUER PURCHASES OF EQUITY SECURITIES

Market Information

Our Class A Common Stock and Public Warrants are traded on the NYSE under the symbols "HGTY" and "HGTY.WS", 
respectively. Prior to the consummation of the Business Combination, Aldel's common stock and warrants were listed on 
the NYSE under the symbols "ADF.U", "ADF", and "ADF.WS", respectively.

Stockholders of Record

As of March 1, 2023, there were 12 record holders of our Class A Common Stock and two record holders of our Class V 
Common Stock. Additionally, there were 31 record holders of our PIPE Warrants, two record holders of our OTM 
Warrants and nine record holders of our Public Warrants, Private Placement Warrants and Underwriter Warrants, in the 
aggregate, as of March 1, 2023. The number of record holders does not include persons who held shares of our common 
stock or warrants in nominee or "street name" accounts through brokers.

Dividend Policy

We do not currently intend to pay cash dividends on our Class A Common Stock. The declaration and payment of any 
dividends by Hagerty, Inc. will be at the sole discretion of our Board, which may change our dividend policy at any time. 
Our Board will take into account:

• general economic and business conditions;

• our results of operations and financial condition;

• our available cash and current and anticipated cash needs;

• our capital requirements;

• contractual, legal, tax and regulatory restrictions and implications on the payment of dividends by us to our 
stockholders or by our subsidiaries (including The Hagerty Group) to us; and

• such other factors as our Board may deem relevant.

Subject to funds being legally available, we intend to cause The Hagerty Group to make pro rata distributions to the other 
unit holders and us in an amount at least sufficient to allow us and the other unit holders to pay all applicable taxes, to 
make payments under the TRA we entered into with the Hagerty Group Unit Holders and to pay our corporate and other 
overhead expenses.

Hagerty, Inc. is a holding company and does not have material assets other than its ownership of Hagerty Group Units in 
The Hagerty Group, and as a consequence, our ability to declare and pay dividends to the holders of our Class A Common 
Stock is subject to the ability of The Hagerty Group to provide distributions to us. If The Hagerty Group makes such 
distributions, Hagerty Group Unit Holders will be entitled to receive pro-rata distributions from The Hagerty Group. 
However, because we must pay taxes, make payments under the TRA, and pay our expenses, amounts ultimately 
distributed as dividends to holders of our Class A Common Stock are expected to be less than the amounts distributed by 
The Hagerty Group to the Hagerty Group Unit Holders on a per share basis.

Assuming The Hagerty Group makes distributions to its members in any given year, the determination to pay dividends, if 
any, to our Class A common stockholders out of the portion, if any, of such distributions remaining after our payment of 
taxes, TRA payments and expenses (any such portion, an "excess distribution") will be made by our Board. Because our 
Board may determine to pay or not pay dividends to our Class A common stockholders, our Class A common 
stockholders may not necessarily receive dividend distributions relating to excess distributions, even if The Hagerty 
Group makes such distributions to us. 

Stock Performance Graph

We are a smaller reporting company as defined by Rule 12b-2 of the Securities and Exchange Act of 1934, as amended 
(the "Exchange Act"), and are not required to provide the information otherwise required under this item.
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Recent Sales of Unregistered Securities

On August 16, 2022, as part of the Broad Arrow Acquisition and pursuant to the Contribution and Exchange Agreement, 
we issued 713,684 shares of Class A Common Stock in Hagerty, Inc. to certain foreign Contributors, subject to a lockup 
that phases out pro-rata over a 5-year period. In addition, we issued 4,724,560 Hagerty Group Units to certain domestic 
Contributors which can be exchanged on a one-for-one basis over a 5-year period for Class A Common Stock in Hagerty, 
Inc., beginning in 2023. These shares were issued in reliance upon one or more exemptions from the registration 
requirements of the Securities Act, including Section 4(a)(2) thereof and Rule 506(b) of Regulation D.

ITEM 6. [ Reserved ]

Not applicable.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS

Management's Discussion and Analysis of Financial Condition and Results of Operations is intended to provide the 
reader of the financial statements with a narrative from the perspective of management on the financial condition, results 
of operations, liquidity and certain other factors that may affect our operating results. The following discussion and 
analysis of our financial condition and results of operations should be read in conjunction with the Consolidated 
Financial Statements and related Notes included in Item 8 of Part II of this Annual Report on Form 10-K. In addition to 
historical financial information, the following discussion and analysis contains forward-looking statements that involve 
risks, uncertainties, and assumptions. Our actual results and timing of selected events may differ materially from those 
anticipated in these forward-looking statements as a result of many factors, including those discussed within "Risk 
Factors" in Item 1A of this report.

Unless otherwise indicated or the context otherwise requires, references in this "Management’s Discussion and Analysis 
of Financial Condition and Results of Operations" to "we", "our", "Hagerty" and "the Company" refer to the business and 
operations of The Hagerty Group, LLC and its consolidated subsidiaries prior to the Business Combination and to 
Hagerty, Inc. and its consolidated subsidiaries, following the consummation of the Business Combination.

Overview

Hagerty is a global market leader in providing insurance for classic cars and enthusiast vehicles. We consistently earn 
strong net promoter scores by providing auto enthusiasts superior insurance coverage with excellent customer service and 
at lower prices than traditional carriers. We have also leveraged our trusted insurance brand to build a leading automotive 
lifestyle brand. We offer an automotive enthusiast platform that protects, engages, entertains and connects with our 
Members and other car enthusiasts. Our goal is to save driving and car culture for future generations. 

Recent Developments Affecting Comparability

Broad Arrow Acquisition

In January 2022, we entered into a joint venture with Broad Arrow, pursuant to which we invested $15.3 million in 
exchange for equity ownership of approximately 40% of Broad Arrow. In August 2022, we acquired the remaining 60% 
outstanding equity interest of Broad Arrow, in exchange for $73.3 million of equity consideration of both Hagerty, Inc. 
and The Hagerty Group. 

Prior to the acquisition, we accounted for our approximately 40% ownership interest in Broad Arrow using the equity 
method of accounting under which we recognized our share of Broad Arrow's income (loss) within Income (loss) from 
equity method investment, net of tax in the Consolidated Statements of Operations. Subsequent to the acquisition, Broad 
Arrow became a wholly-owned subsidiary of the Company and as a result, the financial statements of Broad Arrow are 
now consolidated as a part of Hagerty. Revenue from Broad Arrow is included with our existing revenue from 
Marketplace and recorded within "Membership, marketplace and other revenue" in our Consolidated Statements of 
Operations.

Also, as a result of the acquisition, we remeasured our pre-existing 40% equity ownership interest to its estimated fair 
value of approximately $48.3 million, which resulted in a $34.7 million gain within our Consolidated Statements of 
Operations for the year ended December 31, 2022. Refer to Note 9 — Acquisitions and Investments – in Item 8 of Part II 
of this Annual Report on Form 10-K for additional information on the consideration paid for the Broad Arrow 
Acquisition.
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Business Combination

On December 2, 2021, The Hagerty Group completed a business combination pursuant to the Business Combination 
Agreement with Aldel and Merger Sub. In connection with the Closing, Aldel changed its name from Aldel Financial Inc. 
to Hagerty, Inc.

Following the Closing, Hagerty, Inc. owns an equity interest in The Hagerty Group in what is commonly known as an 
"Up-C" structure. Under this structure, substantially all of Hagerty, Inc.'s assets and liabilities are held by The Hagerty 
Group. Hagerty, Inc. owned 24.5% and 24.7% of The Hagerty Group as of December 31, 2022 and 2021, respectively.

Refer to Note 1 — Summary of Significant Accounting Policies and New Accounting Standards and Note 8 — Business 
Combination in Item 8 of Part II of this Annual Report on Form 10-K for additional information on the Business 
Combination. 

Key Performance Indicators and Certain Non-GAAP Financial Measures

Key Performance Indicators

The table below presents a summary of our Key Performance Indicators, including important operational metrics, as well 
as certain GAAP and non-GAAP financial measures as of and for the years ended December 31, 2022 and 2021. We use 
these Key Performance Indicators to evaluate our business, measure our performance, identify trends against planned 
initiatives, prepare financial projections and make strategic decisions. We believe these Key Performance Indicators are 
useful in evaluating the Company's performance when read together with our Consolidated Financial Statements prepared 
in accordance with GAAP.

Year Ended December 31,
2022 2021

Operational Metrics (period of time)
Total Written Premium (in thousands) (1) $776,664 $674,305
Loss Ratio (2) 45.3% 41.3%
New Business Count (Insurance) (3) 234,520 244,478

Operational Metrics (point in time)
Policies in Force (4) 1,315,977 1,247,056
Policies in Force Retention (5) 88.0% 89.1%
Vehicles in Force (6) 2,234,461 2,103,185
HDC Paid Member Count (7) 752,754 718,583
Net Promoter Score (8) 83.0 82.0

GAAP Measures
Total Revenue (in thousands) $787,588 $619,079
Operating Income (Loss) (in thousands) $(67,566) $(10,070)
Net Income (Loss) (in thousands) $2,403 $(61,354)
Basic Earnings (Loss) Per Share $0.39 $(0.56)

Non-GAAP Measures
Adjusted EBITDA (in thousands) (9) $(1,940) $25,350
Adjusted Earnings (Loss) Per Share (9) $(0.20) $(0.05)
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(1) Total Written Premium is the total amount of insurance premium written on policies that were bound by our insurance 
carrier partners during the period. We view Total Written Premium as an important metric as it most closely correlates 
with our growth in insurance commission revenue and Hagerty Re earned premium. Total Written Premium reflects 
the actual business volume and direct economic benefit generated from our policy acquisition efforts. 

(2) Loss Ratio, expressed as a percentage, is the ratio of (1) losses and loss adjustment expenses incurred to (2) earned 
premium in Hagerty Re. We view Loss Ratio as an important metric because it is a powerful benchmark for 
profitability. The benchmark allows us to evaluate our historical loss patterns including incurred losses and make 
necessary and appropriate adjustments. Hurricane Ian, which made landfall in the third quarter of 2022, generated 
$10.0 million of net losses and added 2.5% to the loss ratio for the year ended December 31, 2022. Additionally, we 
strengthened reserves for U.S. auto liability by $6.5 million for the 2022 accident year, which added 1.6% to the loss 
ratio for the year ended December 31, 2022. These two items account for the significant increase in the 2022 loss ratio 
compared to 2021.

(3) New Business Count represents the number of new insurance policies issued during the applicable period. We view 
New Business Count as an important metric to assess our financial performance because it is critical to achieving our 
growth objectives. While Hagerty benefits from strong renewal retention, new business policies more than offset those 
cancelled or non-renewed at expiration. Often new policies mean new relationships and an opportunity to sell 
additional products and services.

(4) Policies in Force ("PIF") are the number of current and active insurance policies as of the applicable period end date. 
We view PIF as an important metric to assess our financial performance because policy growth drives our revenue 
growth, increases brand awareness and market penetration, generates additional insight to improve the performance of 
our platform, and provides key data to assist strategic decision making for the Company.

(5) PIF Retention is the percentage of expiring policies that are renewed on the renewal effective date, calculated on a 
rolling twelve months basis. We view PIF Retention as an important measurement of the number of policies retained 
each year, which contributes to recurring revenue streams from MGA commissions, membership fees and earned 
premiums. It also contributes to maintaining our NPS as discussed below.

(6) Vehicles in Force are the number of current insured vehicles as of the applicable period end date. We view Vehicles in 
Force as an important metric to assess our financial performance because insured vehicle growth drives our revenue 
growth and increases market penetration. Vehicles in Force generates additional insight to support Marketplace and 
Hagerty Media, and provides key data to assist strategic decision making for the Company.

(7) HDC Paid Member Count is the number of current Members who pay an annual membership subscription as of an 
applicable period end date. We view HDC Paid Member Count as important because it helps us measure membership 
revenue growth and provides an opportunity to customize our value proposition and benefits to specific types of 
enthusiasts, both by demographic and vehicle interest.

(8) Hagerty uses Net Promoter Score ("NPS") as an important measure of the overall strength of our relationship with 
Members. NPS is measured twice annually through a web-based survey sent by email invitation to a random sample 
of existing Members, and is reported annually using an average of the two surveys. Often referred to as a barometer of 
brand loyalty and Member engagement, NPS is well-known in our industry as a strong indicator of growth and 
retention.

(9) Refer to "Non-GAAP Financial Measures" below for a description of this non-GAAP financial measure and a 
reconciliation to the most comparable GAAP amount.
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Components of Our Results of Operations

Revenue

We generate commission and fee-based revenue primarily from the sale of automotive insurance policies on behalf of our 
insurance carrier partners and reinsurance premiums from participating in the underwriting of these policies. To a lesser 
extent, we also generate fee-based revenue from HDC membership subscriptions, media and entertainment and 
Marketplace services. Our revenue model incorporates multiple touchpoints in the insurance and lifestyle value chains, 
built on data collection and Member experience.

Commission and fee revenue

Certain of our insurance affiliated subsidiaries act as MGAs who, among other things, write collector vehicle and marine 
policies on behalf of our insurance carrier partners, in exchange for commissions. Commissions are earned for new and 
renewed policies. Additionally, policyholders pay fees directly to us related to their insurance coverage. Commission and 
fee revenue is earned when the policy becomes effective, net of policy changes and cancellations, as our performance 
obligation is complete when the policy is issued.

Under the terms of many of our contracts with insurance carriers, we have the opportunity to earn an annual contingent 
underwriting commission ("CUC"), or profit-share, based on the calendar-year performance of the insurance book of 
business. Our CUC agreements are based on written or earned premium and loss ratio results. Each insurance carrier 
partner contract and related CUC is calculated independently. Revenue from CUC is accrued throughout the year and 
settled annually.

Earned premium

Reinsurance premiums are earned by Hagerty Re, which reinsures the collector vehicle and marine risks written through 
our affiliated MGAs in the U.S., Canada and the U.K. Hagerty Re is a Bermuda-domiciled, Class 3A reinsurer. 

Earned premium represents the earned portion of written premiums that Hagerty Re has assumed under quota share 
reinsurance agreements with our insurance carrier partners. Earned premium is recognized over the term of the policy, 
which is generally 12 months.

Membership, marketplace and other revenue 

We earn subscription revenue through bundled HDC membership offerings, which include access to products and services 
such as, Hagerty Drivers Club Magazine, automotive enthusiast events, our proprietary vehicle valuation tool, emergency 
roadside assistance and special vehicle-related discounts. We also earn fee-based revenue from Hagerty Garage + Social 
memberships, which include storage in addition to the HDC Member benefits. Revenue from the sale of HDC and storage 
memberships is recognized ratably over the period of the membership. The membership is treated as a single performance 
obligation to provide access to stated Member benefits over the life of the membership, which is currently one year.

Marketplace earns fee-based revenue from the sale of collector cars through classified listings, live and time-based online 
auctions and brokered private sales, as well as finance revenue from term loans to high-net-worth individuals and 
businesses secured by collector cars. Fee-based revenue earned by Marketplace is recognized when the underlying sale is 
completed. Finance revenue is recognized when earned based on the amount of the outstanding loan, the applicable 
interest rate on the loan and the length of time the loan was outstanding during the period. 

Other revenue includes sponsorship, admission, advertising, valuation and registration income. Other revenue is 
recognized when the performance obligation for the related product or service is satisfied.

Operating Expenses

Our operating expenses typically consist of salaries and benefits, ceding commission, losses and loss adjustment expenses, 
sales expenses, general and administrative services and depreciation and amortization.
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Salaries and benefits

Salaries and benefits consist primarily of costs related to employee compensation, payroll taxes, employee benefits and 
employee development costs. Employee compensation includes wages paid to employees, as well as various incentive 
compensation plans. Employee benefits include the costs of various employee benefits plans, including medical, dental 
insurance and wellness plans. Costs related to employee education, training and recruiting are included in employee 
development costs. Salaries and benefits costs are expensed as incurred except for those costs which are required to be 
capitalized, which are then amortized over the useful life of the asset created (generally software or media content). 
Salaries and benefits are expected to increase over time as the business continues to grow but will likely decrease as a 
percent of revenue.

Ceding commission

Ceding commission consists of the commission paid by Hagerty Re to insurance carriers for our pro-rata share of policy 
acquisition costs (primarily the commission earned by our MGA affiliates), general and administrative services and other 
costs. Hagerty Re pays a fixed rate ceding commission which varies by insurance carrier partner, averaging approximately 
47% and 48% of net earned premium for the years ended December 31, 2022 and 2021, respectively. Ceding commission 
is recognized into expense over the annual policy term. In future periods, ceding commission will change in proportion to 
earned premium assumed through our various quota share reinsurance agreements.

Losses and loss adjustment expenses

Losses and loss adjustment expenses represent management's best estimate of the share of losses assumed by Hagerty Re, 
including its share of the net cost to settle claims submitted by insureds. Losses consist of claims paid, case reserves and 
IBNR, net of estimated recoveries for reinsurance, salvage and subrogation. Loss adjustment expenses consist of the cost 
associated with the investigation and settling of claims. The estimates utilized in determining the amount of losses and 
loss adjustment expenses recorded in a period are based on statistical analysis performed by our internal and external 
actuarial team. Reserves are reviewed regularly and adjusted as necessary to reflect management’s estimate of the ultimate 
cost of settlement.

Sales expense

Sales expense includes costs related to the sales and servicing of insurance policies, as well as costs related to our 
Membership and Marketplace offerings, such as broker expense, cost of sales, promotion expense and travel and 
entertainment expenses. Broker expense is the compensation paid to our agent partners and national broker partners when 
an insurance policy is written through a broker relationship. Broker expense generally tracks with written premium 
growth. Cost of sales includes postage, document costs, payment processing fees, emergency roadside service costs and 
other variable costs associated with the sale and servicing of a policy. Cost of sales also includes costs associated with the 
vehicle sales through Marketplace. Promotion expense includes various expenses related to branding, events, advertising, 
marketing, and acquisition. Promotion expense and travel and entertainment expense will likely decrease as a percent of 
revenue over the long-term. Sales expenses, in general, are expensed as incurred and will trend with revenue growth.

General and administrative services

General and administrative services primarily consist of professional services, occupancy costs and hardware and 
software. These costs are expensed as incurred. We expect this expense category to increase commensurate with our 
expected business volume and growth expectations and be managed lower as a percent of revenue over the next few years 
after we reach scale to handle incoming business from new partnerships.

Depreciation and amortization

Depreciation and amortization reflects the recognition of the cost of our investments in various assets over their useful 
lives. Depreciation expense relates to leasehold improvements, furniture and equipment, vehicles, hardware and purchased 
software. Amortization relates to investments related to recent acquisitions, SaaS implementation, internal software 
development and investments made in digital media and content assets. Depreciation and amortization are expected to 
increase in dollar amount over time but will likely decrease as a percent of revenue as investments in platform technology 
reach scale.
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Other Items

Change in fair value of warrant liabilities

Our warrants are accounted for as liabilities in accordance with ASC Topic 815, Derivatives and Hedging ("ASC 815"), 
and are measured at fair value each reporting period, with changes in fair value recognized as non-operating income 
(expense). In general, under the fair value accounting model, in periods when our stock price increases, the warrant 
liability increases, and we recognize additional expense in our Consolidated Statements of Operations. In periods when 
our stock price decreases, the warrant liability decreases, and we recognize additional income in our Consolidated 
Statements of Operations.

Income tax expense

The Hagerty Group is taxed as a pass-through ownership structure under provisions of the IRC and a similar section of 
state income tax law, except certain U.S. corporate subsidiaries and foreign subsidiaries. Any taxable income or loss 
generated by The Hagerty Group is passed through to and included in the taxable income or loss of all holders of Hagerty 
Group Units, including Hagerty, Inc. Hagerty, Inc. is taxed as a corporation and pays corporate federal, state, and local 
taxes with respect to income allocated from The Hagerty Group. 

Results of Operations

Year Ended December 31, 2022 compared to the Year Ended December 31, 2021

The following table summarizes our results of operations for the years ended December 31, 2022 and 2021, and the dollar 
and percentage change between the two years:

Year Ended December 31,
2022 2021 $ Change % Change

REVENUE: in thousands (except percentages)
Commission and fee revenue $ 307,238 $ 271,571 $ 35,667  13.1 %
Earned premium  403,061  295,824  107,237  36.3 %
Membership, marketplace and other revenue  77,289  51,684  25,605  49.5 %

Total revenue  787,588  619,079  168,509  27.2 %
OPERATING EXPENSES:

Salaries and benefits  199,542  171,901  27,641  16.1 %
Ceding commission  191,150  140,983  50,167  35.6 %
Losses and loss adjustment expenses  182,402  122,080  60,322  49.4 %
Sales expense  140,781  107,483  33,298  31.0 %
General and administrative services  89,068  64,558  24,510  38.0 %
Depreciation and amortization  33,887  22,144  11,743  53.0 %
Restructuring, impairment and related charges, net  18,324  —  18,324  100.0 %

Total operating expenses  855,154  629,149  226,005  35.9 %
OPERATING INCOME (LOSS)  (67,566)  (10,070)  (57,496)  571.0 %

Change in fair value of warrant liabilities  41,899  (42,540)  84,439  198.5 %
Revaluation gain on previously held equity method 
investment  34,735  —  34,735  100.0 %
Interest and other income (expense)  2,028  (1,993)  4,021  201.8 %

INCOME (LOSS) BEFORE INCOME TAX EXPENSE  11,096  (54,603)  65,699  120.3 %
Income tax benefit (expense)  (7,017)  (6,751)  (266)  (3.9) %
Income (loss) from equity method investment, net of tax  (1,676)  —  (1,676)  (100.0) %

NET INCOME (LOSS) $ 2,403 $ (61,354) $ 63,757  103.9 %
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Revenue

Commission and fee revenue

Commission and fee revenue was $307.2 million for the year ended December 31, 2022, an increase of $35.7 million, or 
13.1%, compared to 2021, consisting of an increase of $31.6 million in revenue from renewal policies, as well as an 
increase of $4.3 million in revenue from new policies. 

The increase in revenue from renewal policies was primarily related to a 6.5% increase in renewal policy premiums as 
well as continued strong retention. The increase in renewal policy premiums for the year ended December 31, 2022 
compared to 2021 reflects sustained year-over-year growth in our business and rate increases in several states due to 
inflation and appreciation of vehicle values, all of which contribute to higher premiums and, in turn, higher commission 
revenue.

The increase in revenue from new policies was related to sustained year-over-year growth in our business, as well as rate 
actions and higher vehicle values. The average premium on a newly issued policy has increased 14.5% year-over-year as a 
result of writing accounts with higher insured values at higher rates. As a result, premiums from newly insured policies 
increased $13.2 million, or 9.9% during the year ended December 31, 2022. In turn, commission revenue from newly 
issued policies grew by $4.1 million over the same period.

The overall increase in commission and fee revenue during the year ended December 31, 2022 was partially offset by a 
downward adjustment of $4.1 million associated with a reduction in the expected CUC payout percentage for 2022 due to 
higher loss ratios during the year. Our loss ratio for the year ended December 31, 2022 was adversely impacted by the 
increased severity in U.S. auto liability claims in the 2022 accident year and net losses related to Hurricane Ian. 

Earned premium

Earned premium revenue was $403.1 million for the year ended December 31, 2022, an increase of $107.2 million, or 
36.3%, compared to 2021. Earned premium is a function of written premium and is recognized over the term of the policy, 
which is generally 12 months. The increase in earned premium generally correlates with an increase in written premiums 
assumed by us, which increased $120.4 million, or 34.0%, compared to 2021. In the U.S., the increase in premiums 
assumed by Hagerty Re during the year ended December 31, 2022 compared to 2021 was primarily due to Hagerty Re’s 
U.S. quota share increasing from 60% in 2021 to 70% in 2022, which accounted for $64.4 million of the overall $120.4 
million increase. The remaining increase was primarily a result of consistent underlying growth in the premiums assumed 
across all geographic areas in which we operate.

Membership, marketplace and other revenue

Membership, marketplace and other revenue was $77.3 million for the year ended December 31, 2022, an increase of 
$25.6 million, or 49.5%, compared to 2021. 

Membership fee revenue was $45.2 million for the year ended December 31, 2022, an increase of $4.6 million, or 11.4%, 
compared 2021, which was primarily attributable to the increase in the issuance of new policies bundled with an HDC 
membership as well as an increase in storage revenue related to our Hagerty Garage + Social locations. For the year ended 
December 31, 2022, membership fees were 58.5% of the Membership, marketplace and other revenue total.

Marketplace revenue was $13.7 million for the year ended December 31, 2022, which was primarily generated by Broad 
Arrow auctions. For the year ended December 31, 2022, Marketplace revenue was 17.7% of the Membership, marketplace 
and other revenue total.

Other revenue was $18.4 million for the year ended December 31, 2022, an increase of $7.3 million, or 66.0%, compared 
to 2021, primarily due to newly acquired events, resulting in increases of $3.3 million and $2.6 million in sponsorship 
revenue and admission revenue, respectively. Other revenue includes sponsorship, admission, advertising, valuation and 
registration revenue and accounts for 23.8% of the Membership, marketplace and other revenue total.

Operating Expenses

Salaries and benefits

Salaries and benefits expenses were $199.5 million for the year ended December 31, 2022, an increase of $27.6 million, or 
16.1%, compared to 2021. The increase was primarily attributable to a net increase of approximately 200 employees, or 
12%, year over year. In 2022, headcount increased to support current and anticipated growth, such as the additions of 
several new large national insurance partnerships and our continued development of new systems and digital 
transformation technology investments, as well as several acquisitions, including the Broad Arrow Acquisition.
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Ceding commission

Ceding commission expense was $191.2 million for the year ended December 31, 2022, an increase of $50.2 million, or 
35.6%, compared to 2021. The higher level of ceding commission expense was primarily attributable to an increase in our 
U.S. quota share percentage from 60% in 2021 to 70% in 2022, which accounted for $30.7 million of the increase, as well 
as higher U.S. premium volume ceded to Hagerty Re from our insurance carrier partner, which added approximately 
$16.4 million.

The following table presents the amount of premiums assumed and related ceding commission, as well as the quota share 
percentages for the year ended December 31, 2022 and 2021:

U.S. Canada U.K. Total
in thousands (except percentages)
Year Ended December 31, 2022

Subject premium $ 643,777 $ 50,434 $ 8,569 $ 702,780 
Quota share percentage  70.0 %  35.0 %  70.0 %  67.5 %
Assumed premium in Hagerty Re $ 450,644 $ 17,652 $ 5,998 $ 474,294 
Net ceding commission $ 181,590 $ 7,026 $ 2,534 $ 191,150 

Year Ended December 31, 2021
Subject premium $ 558,297 $ 43,844 $ 6,003 $ 608,144 
Quota share percentage  60.0 %  35.0 %  60.0 %  58.2 %
Assumed premium in Hagerty Re $ 334,978 $ 15,345 $ 3,602 $ 353,925 
Net ceding commission $ 134,469 $ 6,037 $ 477 $ 140,983 

Losses and loss adjustment expenses

Losses and loss adjustment expenses were $182.4 million for the year ended December 31, 2022, an increase of 
$60.3 million, or 49.4%, compared to 2021. This increase was primarily driven by Hagerty Re’s U.S. quota share 
increasing from 60% in 2021 to 70% in 2022, $10.0 million in net losses related to Hurricane Ian and a $6.5 million loss 
related to the strengthening of reserves recorded for U.S. auto liability for the 2022 accident year. The Company's loss 
ratio, including catastrophe losses, was 45.3% and 41.3% for the year ended December 31, 2022 and 2021, respectively. 
Hurricane Ian and the increase in IBNR reserves added 2.5% and 1.6%, respectively, to the loss ratio for the year ended 
December 31, 2022. The Company's loss ratio excluding Hurricane Ian was 42.8% for the year ended December 31, 2022.

Sales expense

Sales expense was $140.8 million for the year ended December 31, 2022, an increase of $33.3 million, or 31.0%, 
compared to 2021. This increase was primarily driven by a $19.0 million increase in travel and promotion costs, primarily 
related to newly acquired events and increased advertising and a $7.6 million increase in broker expense which was driven 
by additional premium volume across our independent agent and broker distribution channel.

General and administrative services

General and administrative services expenses were $89.1 million for the year ended December 31, 2022, an increase of 
$24.5 million, or 38.0%, compared to 2021, which was primarily driven by an $11.2 million increase in expenses related 
to operating as a public company, a $3.7 million increase in software subscription licenses and a $2.5 million increase in 
occupancy costs, primarily attributable to additional Hagerty Garage + Social locations. 

Depreciation and amortization

Depreciation and amortization expense was $33.9 million for the year ended December 31, 2022, an increase of 
$11.7 million, or 53.0%, compared to 2021. The increase was primarily attributable to a higher base of capital assets from 
our software development investment. Amortization on these capital assets increased by $8.9 million. Amorization 
expense also increased as a result of intangible asset additions due to acquisitions, such as Broad Arrow and Speed 
Digital. Total amortization expense related to these acquisitions was $1.8 million.

TABLE	OF	CONTENTS

47



Restructuring, impairment and related charges, net

During the year ended December 31, 2022, we recognized restructuring, impairment and related charges of $18.3 million, 
which primarily consisted of $12.2 million in expenses related to our voluntary retirement program and reduction in force 
and $6.2 million related to operating lease ROU asset impairments and related leasehold disposals. Refer to Note 14 — 
Restructuring, Impairment and Related Charges in Item 8 of Part II of this Annual Report on Form 10-K for additional 
information with respect to the restructuring initiatives implemented in 2022.

Other Items

Change in fair value of warrant liabilities

During the years ended December 31, 2022 and 2021, the change in fair value of warrant liabilities resulted in a gain of 
$41.9 million and a loss of $42.5 million, respectively, which represents the net change in our valuation of warrant 
liabilities. Refer to Note 20 — Warrant Liabilities in Item 8 of Part II of this Annual Report on Form 10-K for additional 
information with respect to our warrants.

Revaluation gain on previously held equity method investment

During the year ended December 31, 2022, we recognized a revaluation gain on a previously held equity method 
investment of $34.7 million, which represents the remeasurement of our 40% equity interest in Broad Arrow immediately 
prior to the Broad Arrow Acquisition in August 2022. Refer to Note 9 — Acquisitions and Investments in Item 8 of Part II 
of this Annual Report on Form 10-K for additional information with respect to our acquisition of Broad Arrow.

Income tax benefit (expense)

Income tax expense was $7.0 million for the year ended December 31, 2022, an increase of $0.3 million, or 3.9%, 
compared to 2021. The increase was primarily due to an increase in income before income tax expense of $1.4 million 
within Broad Arrow, which is taxed as a corporation. Refer to Note 22 — Taxation in Item 8 of Part II of this Annual 
Report on Form 10-K for additional information with respect to items affecting our effective tax rate.

In August 2022, the Inflation Reduction Act ("IRA") was enacted into law. Among the provisions in the IRA was a 15% 
corporate minimum tax effect rate for years beginning after December 31, 2022, and a 1% tax on share repurchases after 
December 31, 2022. We do not expect the tax provisions of the IRA to have a material impact on our results.

Liquidity and Capital Resources

Maintaining a strong balance sheet and capital position is a top priority for us. We manage liquidity globally and across all 
operating subsidiaries.

Future Sources and Uses of Liquidity

Our sources of liquidity include our: (1) cash on hand; (2) short-term investments; (3) net working capital; (4) cash flows 
from operations; and (5) our Credit Facility (as defined below). Based on our current expectations, we believe that these 
sources of liquidity will be sufficient to meet our needs for at least the next 12 months.

We expect that our primary liquidity needs will include cash used to: (1) fund business operations including continued 
investments in technology; (2) service borrowings under the Credit Agreement (as defined below); (3) pay income taxes; 
and (4) make payments under the TRA.

Capital and Dividend Restrictions

Through our reinsurance subsidiary, Hagerty Re, we reinsure the same personal lines risks that are underwritten by our 
affiliated MGA subsidiaries on behalf of our insurance carrier partners. Our reinsurance operations are self-funded 
primarily through existing capital and net cash flows from operations. As of December 31, 2022, Hagerty Re had 
approximately $398.8 million in Cash and cash equivalents and Restricted cash and cash equivalents. 

We, and particularly Hagerty Re, pay close attention to the underlying underwriting and reserving risks by monitoring the 
pricing and loss development of the underlying business written through our affiliated MGAs. Additionally, Hagerty Re 
seeks to minimize its investment risk by investing in low yield cash, money market accounts and investment grade 
municipal securities.
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Capital Restrictions

In Bermuda, Hagerty Re is subject to the BSCR administered by the BMA. No regulatory action is taken by the BMA if 
an insurer’s capital and surplus is equal to or in excess of their enhanced capital requirement as determined by the BSCR 
model. In addition, the BMA has established a target capital level for each insurer which is 120% of the enhanced capital 
requirement. Hagerty Re maintained sufficient statutory capital and surplus to comply with regulatory requirements as of 
December 31, 2022.

Dividend Restrictions

Under Bermuda law, Hagerty Re is prohibited from declaring or issuing a dividend if it fails to meet its minimum 
solvency margin or minimum liquidity ratio. Prior approval from the BMA is also required if Hagerty Re's proposed 
dividend payments would exceed 25% of its prior year-end total statutory capital and surplus. The amount of dividends 
which could be paid by Hagerty Re in 2023 without prior approval is $32.9 million.

Regulation relating to insurer solvency is generally for the protection of the policyholders rather than for the benefit of the 
stockholders of an insurance company. We believe that our existing cash and cash equivalents and municipal securities 
and cash flow from operations will be sufficient to support working capital and capital expenditure requirements for at 
least the next 12 months. Our future capital requirements will depend on many factors, including our reinsurance premium 
growth rate, renewal rates, the introduction of new and enhanced products, entry into, and successful entry in new 
geographic markets, and the continuing market adoption of our product offerings.

Comparative Cash Flows

The following table summarizes our cash flow data for the years ended December 31, 2022 and 2021:

Year Ended December 31,
2022 2021 $ Change % Change

in thousands (except percentages)
Net cash provided by operating activities $ 55,328 $ 42,281 $ 13,047  30.9 %
Net cash used in investing activities $ (91,521) $ (68,994) $ (22,527)  (32.7) %
Net cash provided by (used in) financing activities $ (28,084) $ 332,071 $ (360,155)  (108.5) %

Operating Activities

Cash provided by operating activities primarily consists of net income (loss) adjusted for non-cash items and changes in 
working capital balances. 

Net cash provided by operating activities is presented below:

Year Ended December 31,
2022 2021 $ Change % Change

in thousands (except percentages)
Net income (loss) $ 2,403 $ (61,354) $ 63,757  (103.9) %
Non-cash adjustments to net income (loss)  (5,547)  70,302  (75,849)  (107.9) %
Changes in operating assets and liabilities  58,472  33,333  25,139  75.4 %

Net cash provided by operating activities $ 55,328 $ 42,281 $ 13,047  30.9 %

Net cash provided by operating activities for the year ended December 31, 2022 was $55.3 million, an increase of 
$13.0 million, or 30.9%, compared to 2021, which was due to a $25.1 million increase in cash from operating assets and 
liabilities, partially offset by a $12.1 million decrease in Net income (loss) after excluding non-cash adjustments. The 
increase in cash from operating assets and liabilities was primarily due to the increase in our U.S. quota share percentage 
from 60% in 2021 to 70% in 2022, severity of claims and timing of Hurricane Ian, all of which resulted in an increase in 
Provision for unpaid losses and loss adjustment expenses and Losses payable of approximately $25.5 million during the 
year ended December 31, 2022, with associated cash outflow expected in 2023.

Additionally, we collected approximately $7.8 million of cash from buyers in Broad Arrow transactions during the year 
ended December 31, 2022 that was not paid to sellers until 2023. The decrease in Net income (loss) after excluding non-
cash adjustments was primarily driven by the impact of Hurricane Ian, increased loss reserves and restructuring charges.
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Investing Activities

Cash used in investing activities for the year ended December 31, 2022 was $91.5 million, an increase of $22.5 million, or 
32.7%, compared to 2021. We invested approximately $44.4 million in property, equipment and software (excluding 
acquisitions) which was primarily driven by internally developed software, as compared to $43.4 million in the prior year, 
and had payments related to acquisitions, net of cash acquired, totaling $15.4 million for the year ended December 31, 
2022, as compared to $14.6 million in the prior year. Additionally, in January 2022 we invested approximately 
$15.3 million for an interest in an equity method investment and joint venture with Broad Arrow. We subsequently 
acquired the remaining 60% outstanding equity interest of Broad Arrow in an all equity transaction. Subsequent to the 
acquisition, we issued $6.1 million in notes receivable related to Broad Arrow's asset-backed financing activity. For 
additional information regarding our 2022 acquisitions and equity method investments, refer to Note 9 — Acquisitions 
and Investments in Item 8 of Part II of this Annual Report on Form 10-K.

Financing Activities

Cash used in financing activities for the year ended December 31, 2022 was $28.1 million, compared to $332.1 million 
provided by financing activities in 2021. During the year ended December 31, 2022, there were net repayments of 
$28.1 million related to our long-term debt, primarily our Credit Facility, compared to $66.5 million in net borrowings in 
2021. In 2021, net cash inflows from the Business Combination were $269.0 million, including proceeds of 
$789.7 million, offset by $489.7 million of distributions to the Legacy Unit Holders and $31.0 million of capitalized 
transaction costs. Refer to Note 8 — Business Combination in Item 8 of Part II of this Annual Report on Form 10-K for 
additional information on the Business Combination. 

Financing Arrangements

Multi-bank Credit Facility

In September 2022 and December 2022, The Hagerty Group entered into a Fourth and Fifth Amendment to the Amended 
and Restated Credit Agreement ("Credit Agreement"), which amended the terms of our revolving credit facility ("Credit 
Facility") with JPMorgan Chase Bank, N.A., as administrative agent, and the other financial institutions party thereto from 
time to time as lenders.

The aggregate amount of commitments available to the Company under the Credit Facility is $230.0 million. The current 
term of the Credit Agreement expires in October 2026 and may be extended by one year on an annual basis if agreed to by 
us and the lenders party thereto. Any unpaid balance on the Credit Facility is due at maturity. As of December 31, 2022, 
total outstanding borrowings under the Credit Facility were $105.0 million.

The Credit Facility borrowings are collateralized by our assets, except for the assets of our U.K., Bermuda and German 
subsidiaries as well as MHH and its subsidiaries. In January 2023, Broad Arrow Europe Limited and Broad Arrow Capital 
UK Limited were joined to the Credit Facility as co-borrowers.

Under the Credit Agreement, we are required, among other things, to meet certain financial covenants, including a fixed 
charge coverage ratio and a leverage ratio. We were in compliance with these financial covenants as of December 31, 
2022.

Refer to Note 16 — Debt in Item 8 of Part II of this Annual Report on Form 10-K for additional information on the Credit 
Facility.

Interest Rate Swap

Interest rate swap agreements are contracts to exchange floating rate for fixed rate interest payments over the life of the 
agreement without the exchange of the underlying notional amounts. The notional amounts of the interest rate swap 
agreements are used to measure interest to be paid or received and do not represent the amount of exposure to credit loss. 
The differential paid or received on the interest rate swap agreements is recognized as an adjustment to interest expense.

The purpose of the interest rate swap agreement is to fix the interest rate on a portion of our existing variable rate debt in 
order to reduce exposure to interest rate fluctuations. Under such agreements, we pay the counterparty interest at a fixed 
rate. In exchange, the counterparty pays us interest at a variable rate, adjusted quarterly and based on the Secured 
Overnight Financing Rate ("SOFR"). The amount exchanged is calculated based on the notional amount. The significant 
inputs, primarily the SOFR forward curve, used to determine the fair value are considered Level 2 observable market 
inputs. We monitor the credit and nonperformance risk associated with our counterparty and believe the risk to be 
insignificant and does not warrant a credit adjustment at December 31, 2022.
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In December 2020, we entered into a 5-year interest rate swap agreement with an original notional amount of $35.0 
million. In September 2022, the interest rate swap was amended to replace LIBOR with SOFR and the fixed swap rate is 
now 0.81%. This interest rate swap matures in December 2025.

In March 2017, we entered into an interest rate swap agreement with an original notional amount of $15.0 million at a 
fixed swap rate of 2.20%. This interest rate swap matured in March 2022.

Tax Receivable Agreement

Hagerty, Inc. expects to have adequate capital resources to meet the requirements and obligations under the TRA entered 
into with the Legacy Unit Holders on December 2, 2021 that provides for the payment by Hagerty, Inc. to the Legacy Unit 
Holders of 85% of the amount of cash savings, if any, under U.S. federal, state and local income tax or franchise tax 
realized as a result of (1) any increase in tax basis of Hagerty, Inc.'s assets resulting from (a) purchase of Hagerty Group 
Units from any of the Legacy Unit Holders using the net proceeds from any future offering, (b) redemptions or exchanges 
by the Legacy Unit Holders of Class V Common Stock and Hagerty Group Units for shares of Class A Common Stock or 
(c) payments under the TRA and (2) tax benefits related to imputed interest deemed arising as a result of payments made 
under the TRA.

Legacy Unit Holders may, subject to certain conditions and transfer restrictions described above, redeem or exchange 
their Class V Common Stock and Hagerty Group Units for shares of Class A Common Stock of Hagerty, Inc. on a one-
for-one basis. The Hagerty Group intends to have in effect an election under Section 754 of the IRC of 1986, as amended, 
and the regulations thereunder for each taxable year in which a redemption or exchange of Class V Common Stock and 
Hagerty Group Units for shares of Class A Common Stock occurs, which is expected to result in increases to the tax basis 
of the assets of The Hagerty Group at the time of a redemption or exchange of Hagerty Group Units. The redemptions and 
exchanges are expected to result in increases in the tax basis of the tangible and intangible assets of The Hagerty Group. 
These increases in tax basis may reduce the amount of tax that Hagerty, Inc. would otherwise be required to pay in the 
future. This payment obligation as a part of the TRA is an obligation of Hagerty, Inc. and not of The Hagerty Group. For 
purposes of the TRA, the cash tax savings in income tax will be computed by comparing the actual income tax liability of 
Hagerty, Inc. (calculated with certain assumptions) to the amount of such taxes that Hagerty, Inc. would have been 
required to pay had there been no increase to the tax basis of the assets of The Hagerty Group as a result of the 
redemptions or exchanges and had Hagerty, Inc. not entered into the TRA. Estimating the amount of payments that may 
be made under the TRA is by nature imprecise, insofar as the calculation of amounts payable depends on a variety of 
factors.

Contractual Obligations

The following table summarizes significant contractual obligations and other commitments as of December 31, 2022:

Total 2023 2024 2025 2026 2027 Thereafter
in thousands

Debt $ 108,280 $ — $ 3,280 $ — $ 105,000 $ — $ — 
Interest payments  1,304  529  490  285  —  —  — 
Operating leases  116,790  12,129  12,206  11,765  11,176  10,984  58,530 
Purchase commitments  14,477  10,772  3,705  —  —  —  — 

Total $ 240,851 $ 23,430 $ 19,681 $ 12,050 $ 116,176 $ 10,984 $ 58,530 

Interest payments excludes variable rate debt interest payments and commitment fees related to our Credit Facility.

Off-Balance Sheet Arrangements

We do not have any material off-balance sheet financing arrangements as of December 31, 2022.
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Critical Accounting Estimates

Our significant accounting policies are described in Note 1 — Summary of Significant Accounting Policies and New 
Accounting Standards, in Item 8 of Part II of this Annual Report on Form 10-K. Our Consolidated Financial Statements 
are prepared in accordance with GAAP. The preparation of our Consolidated Financial Statements requires management 
to make assumptions and estimates that affect the reported results of operations and financial position, disclosure of 
contingent assets and liabilities, and the reported amounts of revenues and expenses during the reporting period. The 
following is a discussion of the accounting estimates and judgments that management believes are most significant in the 
application of GAAP used in the preparation of our Consolidated Financial Statements. These accounting estimates, 
among others, may involve a high degree of complexity and judgment on the part of management. Further, these estimates 
and other factors could have a significant impact to our financial condition, results of operations and cash flows. 
Management evaluates its significant accounting estimates on an ongoing basis using historical experience and various 
other assumptions that it believes to be reasonable under the circumstances, the results of which form the basis for making 
judgments about the carrying value of assets and liabilities that are not readily apparent from other sources. Actual results 
could differ materially from management's estimates.

Unpaid Losses and Loss Adjustment Expenses

Unpaid losses and loss adjustment expenses are the difference between the estimated ultimate cost of losses incurred and 
the amount of paid losses as of the reporting date. These reserves reflect management’s best estimate of unpaid losses 
related to both reported claims and IBNR claims. The reserves also include estimates of all expenses associated with 
processing and settling reported and unreported claims. We regularly review our reserve estimates and update those 
estimates as new information becomes available or as events emerge that may affect the resolution of unsettled claims. 
Updates made to reserve estimates based on new information may cause changes in prior reserve estimates. These changes 
are recorded as losses and loss adjustment expenses in the period such changes are determined. Estimating the ultimate 
cost of claims and claims expenses is an inherently complex and subjective process that involves a high degree of 
judgment. The judgments made by management in estimating the provision for unpaid losses and loss adjustment 
expenses are impacted by:

• uncertainty around inflationary costs, both economic and social inflation;

• estimates of expected losses through the use of historical loss data;

• the changing mix of business due to the large growth in modern collectible cars which carry a different risk 
profile than the risks associated with classic cars; 

• legislative and judicial changes in the jurisdictions in which we write insurance; and

• management's industry experience.

Claims are analyzed and reported based on the accident year or the year in which the claims occurred. Accident year data 
is classified and utilized within actuarial models to prepare estimates of required reserves for payments to be made in the 
future. The timing of claim settlement varies and depends on the type of claim being reported (i.e. property damage as 
compared to personal injury claims). Claims involving property damage are generally settled faster than personal injury 
claims. Historical loss patterns are then applied to actual paid losses and reported losses by accident year to develop 
expectations of future payments. Implicit within the actuarial models are estimates of the impacts of inflation, especially 
for claims with longer expected cycle times. Refer to Note 11 — Provision for Unpaid Losses and Loss Adjustment 
Expenses in Item 8 of Part II of this Annual Report on Form 10-K for additional information regarding the methodologies 
used to estimate loss and loss adjustment expense reserves.

Given the inherent complexity and uncertainty regarding the estimate of our ultimate cost of settling claims, reserves are 
reviewed quarterly and periodically throughout the year by combining historical results and current actual results to 
calculate new development factors. In estimating loss and loss adjustment expense reserves, our actuarial reserving group 
considers claim cycle time, claims settlement practices, adequacy of case reserves over time, and current economic 
conditions. Because actual experience can differ from key assumptions used in estimating reserves, there may be 
significant variation in the development of these reserves and the actual losses and loss adjustment expenses ultimately 
paid in the future. These adjustments to the loss and loss adjustment expense reserves are recognized in our Consolidated 
Statements of Operations in the period in which the change occurs.
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The following table presents our gross and net provision for losses and loss adjustment expenses as of December 31, 2022 
and 2021:

Gross % of Total Net % of Total
in thousands (except percentages)

As of December 31, 2022
Outstanding losses reported $ 66,824  59.8 % $ 65,981  59.5 %
IBNR  44,917  40.2 %  44,917  40.5 %

Total provision for unpaid losses and loss adjustment expenses $ 111,741  100.0 % $ 110,898  100.0 %

As of December 31, 2021
Outstanding losses reported $ 38,207  51.0 % $ 38,207  51.0 %
IBNR  36,662  49.0 %  36,662  49.0 %

Total provision for unpaid losses and loss adjustment expenses $ 74,869  100.0 % $ 74,869  100.0 %

The following table summarizes our gross losses and loss adjustment expenses, and net losses and loss adjustment 
expenses by accident years as of December 31, 2022 and 2021:

Gross Ultimate Loss & Loss Adjustment 
Expenses

Net Ultimate Loss & Loss Adjustment 
Expenses

Accident Year 2022 2021 Change 2022 2021 Change
in thousands

2017 $ 18,467 $ 18,592 $ (125) $ 18,467 $ 18,592 $ (125) 
2018  38,405  38,405  —  38,005  38,005  — 
2019  60,495  60,495  —  60,495  60,495  — 
2020  86,113  87,583  (1,470)  86,113  87,583  (1,470) 
2021  130,016  132,497  (2,481)  130,016  132,497  (2,481) 
2022  191,815 N/A N/A  186,463 N/A N/A

Total $ 525,311 $ 337,572 $ (4,076) $ 519,559 $ 337,172 $ (4,076) 

Warrant Liabilities

Our warrants are accounted for in accordance with ASC 815. The warrants do not meet the criteria for equity treatment 
and as such, are recorded at fair value as a liability. The fair value of this liability is subject to remeasurement each 
reporting period. 

Our Public Warrants are Level 1 within the fair value hierarchy as they are measured utilizing quoted market prices. We 
determined that our Private Placement Warrants, OTM Warrants, Underwriter Warrants and PIPE Warrants are Level 3 
within the fair value hierarchy. We utilize a Monte Carlo simulation model to measure the fair value of these warrants. 
Our Monte Carlo simulation model includes assumptions related to the expected stock-price volatility, expected term, 
dividend yield and risk-free interest rate. 

The impact of remeasuring the fair value of the warrants is recognized within Change in fair value of warrant liabilities in 
the Consolidated Statements of Operations each reporting period.

Refer to Note 15 — Fair Value Measurements, in Item 8 of Part II of this Annual Report on Form 10-K, for additional 
information related to the significant inputs to the Monte Carlo simulation model.
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Liabilities under the Tax Receivable Agreement

In connection with the Business Combination, Hagerty, Inc. entered into a TRA with the Legacy Unit Holders. The 
amount and timing of any payments under the TRA will vary depending on a number of factors, including, but not limited 
to, the increase in tax basis of The Hagerty Group's assets, the timing of any future redemptions, exchanges or purchases 
of Hagerty Group Units held by Legacy Unit Holders, the price of Class A Common Stock at the time of the purchase, 
redemption or exchange, the extent to which redemptions or exchanges are taxable, the amount and timing of the taxable 
income that Hagerty, Inc. generates in the future, the tax rates then applicable and the portion of the payments under the 
TRA constituting imputed interest. Hagerty, Inc. recognized a liability of $3.2 million and $3.5 million relating to 
obligations under the TRA for the years ended December 31, 2022 and 2021, respectively. Refer to Note 1 — Summary 
of Significant Accounting Policies and New Accounting Standards, in Item 8 of Part II of this Annual Report on Form 10-
K, for additional information related to the TRA.

Acquisitions and Investments

A component of our growth strategy has been to acquire and integrate businesses that complement our existing operations. 
We account for business combinations in accordance with the guidance for business combinations and related literature. 
Accordingly, we allocate the purchase price of acquired businesses to the identifiable tangible and intangible assets 
acquired and liabilities assumed based upon their estimated fair values at the date of acquisition. Any purchase 
consideration in excess of the estimated fair values of the net assets acquired is recorded as goodwill. In determining the 
estimated fair values of assets acquired and liabilities assumed in a business combination, we use various recognized 
valuation methods including the income, market and cost approaches. Valuations are performed by management or 
independent valuation specialists under management’s supervision, where appropriate.

Accounting for business combinations requires our management to make significant estimates and assumptions, especially 
at the acquisition date, including our estimates for intangible assets, contractual obligations assumed and contingent 
consideration, where applicable. Although we believe the assumptions and estimates we have made in the past have been 
reasonable and appropriate, they are based in part on historical experience and information obtained from the management 
of the acquired companies and are inherently uncertain. Examples of critical estimates in valuing certain of the intangible 
assets we have acquired include, but are not limited to: determination of weighted average cost of capital, market 
participant assumptions, royalty rates, terminal multiples and estimates of future cash flows to be generated by the 
acquired assets. In addition to the estimates and assumptions applied to valuing intangible assets acquired, the 
determination of the estimated fair value of contingent consideration, including estimating the likelihood and timing of 
achieving the relevant thresholds for contingent consideration payments, requires the use of subjective judgments.

We believe that the estimated fair values assigned to the assets acquired and liabilities assumed are based on reasonable 
assumptions that a marketplace participant would use. While we use our best estimates and assumptions to accurately 
value assets acquired and liabilities assumed at the acquisition date, our estimates are inherently uncertain and subject to 
refinement. As a result, during the measurement period, which may be up to one year from the acquisition date, we may 
record adjustments to the assets acquired and liabilities assumed with the corresponding offset to goodwill. Upon the 
conclusion of the measurement period or final determination of the estimated fair values of assets acquired or liabilities 
assumed, whichever comes first, any subsequent adjustments would be recorded in our Consolidated Statements of 
Operations.

We recognize the fair value of contingent consideration at the date of acquisition as part of the consideration transferred to 
acquire a business. The liability associated with contingent consideration is remeasured to fair value at each reporting 
period subsequent to the date of acquisition taking into consideration changes in financial projections and long-term 
growth rates, among other factors, that may impact the timing and amount of contingent consideration payments until the 
term of the agreement has expired or the contingency is resolved. Increases in the fair value of contingent consideration 
are recorded as losses in our Consolidated Statements of Operations, while decreases in fair value are recorded as gains.

Goodwill and Intangible Assets

Goodwill is tested for impairment at least annually as of October 1 or between annual events if an event occurs or 
circumstances change that would more likely than not reduce the estimated fair value of a reporting unit below its carrying 
value. As of October 1, 2022, we performed a qualitative analysis in which we determined that it was not more likely than 
not that the fair values of our reporting units with goodwill were less than their carrying values. Our intangible assets are 
evaluated for impairment only when there is evidence that events or changes in circumstances indicate that the carrying 
amount of these assets may not be recoverable.

Application of the goodwill impairment test requires judgment, including the identification of reporting units and the 
determination of the estimated fair value of reporting units. For reporting units with goodwill, we perform a qualitative 
analysis to determine whether it is more likely than not the fair value of the reporting unit is less than its carrying amount. 
When assessing goodwill for impairment, our decision to perform a qualitative assessment for an individual reporting unit 
is based on a number of factors, including the carrying value of the reporting unit's goodwill, the amount of time in 
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between quantitative fair value assessments, macro-economic conditions, industry and market conditions and the 
operating performance of the reporting unit. If it is determined, based on qualitative factors, that it is more likely than not 
that the fair value of the reporting unit is less than its carrying amount, a quantitative impairment test is performed, in 
which we determine the estimated fair value of the reporting unit using a discounted cash flow analysis. This analysis 
requires significant judgments, including estimation of future cash flows, which is dependent on internal forecasts, 
available industry/market data (to the extent available), estimation of the long-term rate of growth for the reporting unit 
including expectations and assumptions regarding the impact of general economic conditions on the reporting unit, 
estimation of the useful life over which cash flows will occur (including terminal multiples), determination of the 
respective weighted average cost of capital and market participant assumptions. Changes in these estimates and 
assumptions could materially affect the determination of estimated fair value and potential impairment for each reporting 
unit.

Fair value determinations require considerable judgment and are sensitive to changes in underlying assumptions and 
factors. As a result, there can be no assurance that the estimates and assumptions made for purposes of the annual 
goodwill impairment test will prove to be an accurate prediction of the future. Examples of events or circumstances that 
could reasonably be expected to negatively affect the underlying key assumptions and ultimately impact the estimated fair 
value of our reporting units may include such items as: (1) failure to meet business plans; (2) deterioration of the U.S. 
economy; (3) an increase in interest rates; or (4) other unanticipated events and circumstances that may decrease the 
projected cash flows or increase the discounts rates and could potentially result in an impairment charge.

While historical performance and current expectations have generally resulted in the conclusion that our goodwill is not 
impaired, if our assumptions are not realized, it is possible that an impairment charge may need to be recorded in the 
future. There can be no assurance that the estimates and assumptions made for purposes of the annual goodwill 
impairment tests will prove to be an accurate prediction of the future.

New Accounting Standards

New accounting standards are described in Note 1 — Summary of Significant Accounting Policies and New Accounting 
Standards, in Item 8 of Part II of this Annual Report on Form 10-K.

Non-GAAP Financial Measures

Adjusted EBITDA

We define Adjusted EBITDA as consolidated net income (loss) (the most directly comparable GAAP measure) before 
interest and other income (expense), income tax (expense) benefit, and depreciation and amortization, adjusted to exclude 
(i) restructuring, impairment and related charges, net, (ii) changes in the fair value of warrant liabilities, (iii) stock-based 
compensation expense, (iv) the revaluation gain on a previously held equity method investment, (v) expense associated 
with the accelerated vesting of incentive plans, (vi) net gains and losses from asset disposals and (vii) certain other 
unusual items. We present Adjusted EBITDA because we consider it to be an important supplemental measure of our 
performance and believe it is frequently used by securities analysts, investors, and other interested parties in the 
evaluation of companies in our industry.

Our management uses Adjusted EBITDA:

• as a measurement of operating performance of our business on a consistent basis, as it removes the impact of 
items not directly resulting from our core operations;

• for planning purposes, including the preparation of our internal annual operating budget and financial projections;

• to evaluate the performance and effectiveness of our operational strategies;

• to evaluate our capacity to expand our business;

• as a performance factor in measuring performance under our executive compensation plan; and

• as a predictor of core operating performance, comparisons to prior periods and competitive positioning.

By providing this non-GAAP financial measure, together with a reconciliation to net income (loss), which is the most 
directly comparable GAAP measure, we believe we are enhancing investors’ understanding of our business and our 
results of operations, as well as assisting investors in evaluating how well we are executing our strategic initiatives. 
However, Adjusted EBITDA has limitations as an analytical tool, and should not be considered in isolation, or as an 
alternative to, or a substitute for net income (loss) or other financial statement data presented in our Consolidated 
Financial Statements as indicators of financial performance. Hagerty's Adjusted EBITDA may be determined or 
calculated differently than similarly titled measures of other companies in our industry, which could reduce the usefulness 
of this non-GAAP financial measure when comparing our performance to that of other companies. 
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The following table reconciles Adjusted EBITDA to the most directly comparable GAAP measure, which is Net income 
(loss):

Year Ended December 31,
2022 2021

in thousands
Net income (loss) $ 2,403 $ (61,354) 

Interest and other (income) expense  (2,028)  1,993 
Income tax (benefit) expense  7,017  6,751 
Depreciation and amortization  33,887  22,144 
Restructuring, impairment and related charges, net  18,324  — 
Change in fair value of warrant liabilities  (41,899)  42,540 
Stock-based compensation expense  12,129  — 
Revaluation gain on previously held equity method investment  (34,735)  — 
Accelerated vesting of incentive plans  —  9,321 
Net (gain) loss from asset disposals  1,970  1,764 
Other unusual items (1)  992  2,191 

Adjusted EBITDA $ (1,940) $ 25,350 
(1) Other unusual items in 2021 relates to expenses incurred related to the Business Combination. Other unusual items in 2022 relates to certain 

severance and legal settlement expenses.

Net income (loss) and Adjusted EBITDA for the year ended December 31, 2022 include $10.0 million of estimated net 
losses related to Hurricane Ian. Additionally, we strengthened reserves for U.S. auto liability by $6.5 million for the 2022 
accident year. Both of these events adversely impacted the 2022 results compared to the year ended December 31, 2021.

We incurred $29.8 million and $31.0 million during the years ended December 31, 2022 and 2021, respectively, for 
certain pre-revenue costs related to scaling our infrastructure, newly-developed digital platforms and legacy systems, 
human resources and occupancy to accommodate our alliance with State Farm and other potential distribution 
partnerships as well as to further develop our Marketplace initiatives. These costs were not included in the Adjusted 
EBITDA reconciliation above.

Pursuant to a defined set of activities and objectives, these expenses are adding entirely new capabilities for us, integrating 
our new and legacy policyholder, membership and Marketplace systems with State Farm’s legacy policy and agent 
management systems and other third-party platforms.

Adjusted EPS

We define Adjusted Earnings (Loss) Per Share ("Adjusted EPS") as consolidated Net income (loss) attributable to both 
our controlling and non-controlling interest, less the change in fair value of our warrants and the revaluation gain on 
previously held equity method investment, divided by our outstanding and total potentially dilutive securities. The total 
potentially dilutive securities includes (1) the weighted-average issued and outstanding shares of Class A Common Stock, 
(2) all issued and outstanding non-controlling interest Hagerty Group Units, (3) all unexercised warrants and (4) all 
unissued stock-based compensation awards. 

In the third quarter of 2022, we began removing (1) the change in fair value of our warrants and (2) the revaluation gain 
on previously held equity method investment from consolidated Net income (loss) attributable to both our controlling and 
non-controlling interest for purposes of calculating Adjusted EPS. For comparability, references to prior period non-
GAAP measures have been updated to show the effect of removing the change in the fair value of our warrants from 
Adjusted EPS. We believe this updated presentation of Adjusted EPS enhances investors' understanding of our financial 
performance from activities occurring in the ordinary course of our business.

The most directly comparable GAAP measure is basic earnings per share ("Basic EPS"), which is calculated as Net 
income (loss) attributable to controlling interest divided by the weighted average of Class A Common Stock outstanding 
during the period.

We present Adjusted EPS because we consider it to be an important supplemental measure of our operating performance 
and believe it is used by investors and securities analysts in evaluating the consolidated performance of other companies 
in our industry. We also believe that Adjusted EPS, which compares our consolidated Net income (loss) (which includes 
our controlling and non-controlling interest) with our outstanding and potentially dilutive shares, provides useful 
information to investors regarding our performance on a fully consolidated basis.
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Our management uses Adjusted EPS:

• as a measurement of operating performance of our business on a fully consolidated basis;

• to evaluate the performance and effectiveness of our operational strategies;

• to evaluate our capacity to expand our business; and

• as a preferred predictor of core operating performance, comparisons to prior periods and competitive positioning.

We caution investors that Adjusted EPS is not a recognized measure under GAAP and should not be considered in 
isolation or as a substitute for, or superior to, the financial information prepared and presented in accordance with GAAP, 
including Basic EPS, and that Adjusted EPS, as we define it, may be defined or calculated differently by other companies. 
In addition, Adjusted EPS has limitations as an analytical tool and should not be considered as a measure of profit or loss 
per share.

The following table reconciles Adjusted EPS to the most directly comparable GAAP measure, which is Basic EPS:

Year Ended December 31,
2022 2021

in thousands (except per share 
amounts)

Numerator:
Net income (loss) attributable to controlling interest(1) $ 32,078 $ (46,358) 
Net income (loss) attributable to non-controlling interest  (29,675)  (398) 
Net income (loss) attributable to redeemable non-controlling interest  —  (14,598) 

Consolidated net income (loss) $ 2,403 $ (61,354) 
Change in fair value of warrant liabilities  (41,899)  42,540 
Revaluation gain on previously held equity method investment  (34,735)  — 

Adjusted consolidated net income (loss)(2) $ (74,231) $ (18,814) 

Denominator:
Weighted-average shares of Class A Common Stock outstanding — Basic(1)  82,728  82,327 
Total potentially dilutive securities outstanding:

Conversion of non-controlling interest Hagerty Group Units to Class A 
Common Stock  255,758  251,034 
Total warrants outstanding  19,484  20,006 
Total unissued stock-based compensation  6,902  — 

Potentially dilutive shares outstanding  282,144  271,040 
Fully dilutive shares outstanding(2)  364,872  353,367 

Basic EPS = (Net income (loss) attributable to controlling interest / Weighted-
average shares of Class A Common Stock outstanding)(1) $ 0.39 $ (0.56) 

Adjusted EPS = (Adjusted consolidated net income (loss) / Fully dilutive shares 
outstanding)(2) $ (0.20) $ (0.05) 

(1) Numerator and Denominator of the GAAP measure Basic EPS
(2) Numerator and Denominator of the non-GAAP measure Adjusted EPS

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are a smaller reporting company as defined by Rule 12b-2 of the Exchange Act, and are not required to provide the 
information otherwise required under this item.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the stockholders and the Board of Directors of Hagerty, Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Hagerty, Inc. and subsidiaries (the "Company") as of 
December 31, 2022 and 2021, the related consolidated statements of operations, comprehensive income (loss), changes in 
members’ and stockholders’ equity, and cash flows, for each of the two years in the period ended December 31, 2022, and 
the related notes (collectively referred to as the "financial statements"). In our opinion, the financial statements present 
fairly, in all material respects, the financial position of the Company as of December 31, 2022 and 2021, and the results of 
its operations and its cash flows for each of the two years in the period ended December 31, 2022, in conformity with 
accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an 
opinion on the Company's financial statements based on our audits. We are a public accounting firm registered with the 
Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect 
to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the 
Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, 
whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of its 
internal control over financial reporting. As part of our audits, we are required to obtain an understanding of internal 
control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’s 
internal control over financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, 
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included 
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also 
included evaluating the accounting principles used and significant estimates made by management, as well as evaluating 
the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

/s/ DELOITTE & TOUCHE LLP

Detroit, Michigan
March 14, 2023

We have served as the Company’s auditor since 2019.
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Hagerty, Inc.
Consolidated Statements of Operations

Year Ended December 31,
2022 2021

REVENUE:
in thousands (except per share 

amounts)
Commission and fee revenue $ 307,238 $ 271,571 
Earned premium  403,061  295,824 
Membership, marketplace and other revenue  77,289  51,684 

Total revenue  787,588  619,079 
OPERATING EXPENSES:

Salaries and benefits  199,542  171,901 
Ceding commission  191,150  140,983 
Losses and loss adjustment expenses  182,402  122,080 
Sales expense  140,781  107,483 
General and administrative services  89,068  64,558 
Depreciation and amortization  33,887  22,144 
Restructuring, impairment and related charges, net  18,324  — 

Total operating expenses  855,154  629,149 
OPERATING INCOME (LOSS)  (67,566)  (10,070) 

Change in fair value of warrant liabilities  41,899  (42,540) 
Revaluation gain on previously held equity method investment  34,735  — 
Interest and other income (expense)  2,028  (1,993) 

INCOME (LOSS) BEFORE INCOME TAX EXPENSE  11,096  (54,603) 
Income tax benefit (expense)  (7,017)  (6,751) 
Income (loss) from equity method investment, net of tax  (1,676)  — 

NET INCOME (LOSS)  2,403  (61,354) 
Net loss (income) attributable to non-controlling interest  29,675  398 
Net loss (income) attributable to redeemable non-controlling interest  —  14,598 

NET INCOME (LOSS) ATTRIBUTABLE TO CONTROLLING INTEREST $ 32,078 $ (46,358) 

Earnings (loss) per share of Class A Common Stock:
Basic $ 0.39 $ (0.56) 
Diluted $ (0.07) $ (0.56) 

Weighted-average shares of Class A Common Stock outstanding:
Basic  82,728  82,327 
Diluted  336,147  82,327 

The accompanying Notes are an integral part of these Consolidated Financial Statements. 
See Note 23 for information regarding Related-Party Transactions.
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Hagerty, Inc.
Consolidated Statements of Comprehensive Income (Loss)

Year Ended December 31,
2022 2021

in thousands
Net income (loss) $ 2,403 $ (61,354) 
Other comprehensive income (loss), net of tax:

Foreign currency translation adjustments  (1,834)  (792) 
Derivative instruments  2,699  1,019 

Other comprehensive income (loss)  865  227 
Comprehensive income (loss)  3,268  (61,127) 

Comprehensive loss (income) attributable to non-controlling 
interest  29,675  398 
Comprehensive loss (income) attributable to redeemable non-controlling 
interest  —  14,598 

Comprehensive income (loss) attributable to controlling interest $ 32,943 $ (46,131) 

The accompanying Notes are an integral part of these Consolidated Financial Statements. 
See Note 23 for information regarding Related-Party Transactions.
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Hagerty, Inc.
Consolidated Balance Sheets

December 31, 2022 December 31, 2021

ASSETS in thousands (except share amounts)
Current Assets:

Cash and cash equivalents $ 95,172 $ 275,332 
Restricted cash and cash equivalents  444,019  328,640 
Accounts receivable  58,255  46,729 
Premiums receivable  100,700  75,297 
Commission receivable  60,151  57,596 
Prepaid expenses and other current assets  45,651  30,155 
Notes receivable  25,493  — 
Deferred acquisition costs, net  107,342  81,535 

Total current assets  936,783  895,284 
Long-Term Assets:

Prepaid expenses and other non-current assets  37,082  30,565 
Notes receivable  11,934  — 
Property and equipment, net  25,256  28,363 
Lease right-of-use assets  82,398  — 
Intangible assets, net  104,024  76,171 
Goodwill  115,041  11,488 

Total long-term assets  375,735  146,587 
TOTAL ASSETS $ 1,312,518 $ 1,041,871 
LIABILITIES AND EQUITY
Current Liabilities:

Accounts payable $ 16,282 $ 9,084 
Losses payable  55,516  34,482 
Provision for unpaid losses and loss adjustment expenses  111,741  74,869 
Unearned premiums  235,462  175,199 
Commissions payable  77,075  60,603 
Due to insurers  68,171  58,031 
Advanced premiums  17,084  13,867 
Contract liabilities  25,257  21,723 
Current lease liabilities  7,556  — 
Accrued expenses and other current liabilities  53,211  47,960 

Total current liabilities  667,355  495,818 
Long-Term Liabilities:

Accrued expenses  7,952  13,166 
Contract liabilities  19,169  19,667 
Long-term lease liabilities  80,772  — 
Long-term debt  108,280  135,500 
Deferred tax liability  12,850  10,510 
Warrant liabilities  45,561  89,366 
Other long-term liabilities  3,210  7,043 

Total long-term liabilities  277,794  275,252 
TOTAL LIABILITIES $ 945,149 $ 771,070 

(continued)

The accompanying Notes are an integral part of these Consolidated Financial Statements. 
See Note 23 for information regarding Related-Party Transactions.
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Hagerty, Inc.
Consolidated Balance Sheets

December 31, 2022 December 31, 2021

in thousands (except share amounts)
Commitments and Contingencies (Note 24)
Redeemable non-controlling interest (Note 18) $ — $ 593,277 
STOCKHOLDERS' EQUITY

Preferred stock, $0.0001 par value (20,000,000 shares authorized, no shares issued and 
outstanding as of December 31, 2022 and 2021, respectively)  —  — 
Class A common stock, $0.0001 par value (500,000,000 shares authorized, 83,202,969 and 
82,327,466 shares issued and outstanding as of December 31, 2022 and 2021, respectively)  8  8 
Class V common stock, $0.0001 par value (300,000,000 shares authorized, 251,033,906 shares 
issued and outstanding as of December 31, 2022 and 2021)  25  25 
Additional paid-in capital  549,034  160,189 
Accumulated earnings (deficit)  (489,602)  (482,276) 
Accumulated other comprehensive income (loss)  (213)  (1,727) 

Total stockholders' equity:  59,252  (323,781) 
Non-controlling interest  308,117  1,305 

Total equity (Note 18)  367,369  (322,476) 
TOTAL LIABILITIES AND EQUITY $ 1,312,518 $ 1,041,871 

(concluded)

The accompanying Notes are an integral part of these Consolidated Financial Statements. 
See Note 23 for information regarding Related-Party Transactions.
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Hagerty, Inc.
Consolidated Statements of Changes in Members' and Stockholders' Equity

Members' 
Equity

Class A Common Stock Class V Common Stock Additional 
Paid in 
Capital

Accumulate
d Earnings 
(Deficit)

Accumulate
d Other 

Comprehens
ive Income/

(Loss)

Total 
Stockholders
' / Members' 

Equity

Non-
controlling 

Interest Total Equity

Redeemable 
Non-

controlling 
Interestin thousands Shares Amount Shares Amount

Balance at December 31, 2020 $ 62,320  — $ —  — $ — $ — $ 56,832 $ (1,954) $ 117,198 $ 123 $ 117,321 $ — 
Net income (loss) before transaction  —  —  —  —  —  —  (3,089)  —  (3,089)  (312)  (3,401)  — 
Other comprehensive income (loss) before 
transaction  —  —  —  —  —  —  —  248  248  —  248  — 
Distributions before transaction  (4,056)  —  —  —  —  —  —  —  (4,056)  —  (4,056)  — 
Non-controlling interest issued capital 
before transaction  —  —  —  —  —  —  —  —  —  1,580  1,580  — 
Business Combination  (58,264)  82,327  8  251,034  25  526,711  (489,661)  —  (21,181)  —  (21,181)  238,265 
Net income (loss) after transaction  —  —  —  —  —  —  (46,358)  —  (46,358)  (86)  (46,444)  (11,510) 
Other comprehensive income (loss) after 
transaction  —  —  —  —  —  —  —  (21)  (21)  —  (21)  — 
Fair value adjustment for redeemable non-
controlling interest  —  —  —  —  —  (366,522)  —  —  (366,522)  —  (366,522)  366,522 

Balance at December 31, 2021 $ —  82,327 $ 8  251,034 $ 25 $ 160,189 $ (482,276) $ (1,727) $ (323,781) $ 1,305 $ (322,476) $ 593,277 
Net income (loss) before exchange 
agreement amendment  —  —  —  —  —  —  (3,679)  —  (3,679)  (172)  (3,851)  (11,205) 
Other comprehensive income (loss) before 
exchange agreement amendment  —  —  —  —  —  —  —  1,657  1,657  —  1,657  — 
Redemption value adjustment for 
redeemable non-controlling interest  —  —  —  —  —  (162,095)  (1,398,325)  —  (1,560,420)  —  (1,560,420)  1,560,418 
Removal of the redeemable feature of the 
non-controlling interest  —  —  —  —  —  528,615  1,398,325  —  1,926,940  215,550  2,142,490  (2,142,490) 
Net income (loss) after exchange agreement 
amendment  —  —  —  —  —  —  35,757  —  35,757  (18,298)  17,459  — 
Other comprehensive income (loss) after 
exchange agreement amendment  —  —  —  —  —  —  —  (792)  (792)  —  (792)  — 
Exercise of warrants  —  125  —  —  —  1,906  —  —  1,906  —  1,906  — 
Restricted stock issued  —  37  —  —  —  —  —  —  —  —  —  — 
Stock-based compensation  —  —  —  —  —  12,129  —  —  12,129  —  12,129  — 
Non-controlling interest issued capital  —  —  —  —  —  —  —  —  —  1,700  1,700  — 
Broad Arrow acquisition  —  714  —  —  —  9,613  —  —  9,613  63,640  73,253  — 
Cumulative effect of adoption of ASC 842  —  —  —  —  —  —  1,066  —  1,066  3,248  4,314  — 

Reallocation between controlling and non-
controlling interest  —  —  —  —  —  (1,323)  (40,470)  649  (41,144)  41,144  —  — 

Balance at December 31, 2022 $ —  83,203 $ 8  251,034 $ 25 $ 549,034 $ (489,602) $ (213) $ 59,252 $ 308,117 $ 367,369 $ — 

The accompanying Notes are an integral part of these Consolidated Financial Statements.
See Note 23 for information regarding Related-Party Transactions.
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Hagerty, Inc.
Consolidated Statements of Cash Flows

Year Ended December 31,
2022 2021

OPERATING ACTIVITIES: in thousands
Net income (loss) $ 2,403 $ (61,354) 
Adjustments to reconcile net income (loss) to net cash from operating activities:

Change in fair value of warrant liabilities  (41,899)  42,540 
Loss on equity method investment  1,676  — 
Revaluation gain on previously held equity method investment  (34,735)  — 
Impairment of operating lease right-of-use assets  4,698  — 
Depreciation and amortization expense  33,887  22,144 
Provision for deferred taxes  2,973  3,038 
Loss on disposals of equipment, software and other assets  4,316  2,425 
Stock-based compensation expense  12,129  — 
Non-cash lease expense  10,875  — 
Other  533  155 

Changes in assets and liabilities:
Accounts receivable  (24,059)  (13,449) 
Premiums receivable  (25,403)  (22,669) 
Commission receivable  (2,574)  (3,005) 
Prepaid expenses and other assets  (12,021)  (18,523) 
Deferred acquisition costs  (25,807)  (22,963) 
Accounts payable  10,834  (2,890) 
Losses payable  21,034  12,502 
Provision for unpaid losses and loss adjustment expenses  36,872  19,882 
Unearned premiums  60,263  50,491 
Commissions payable  16,472  16,805 
Due to insurers  10,427  8,883 
Advanced premiums  3,259  124 
Contract liabilities  (2,285)  2,049 
Operating lease liabilities  (9,779)  — 
Accrued expenses and other current liabilities  1,239  6,096 

Net Cash Provided by Operating Activities  55,328  42,281 
INVESTING ACTIVITIES:

Purchases of property, equipment and software  (44,375)  (43,370) 
Acquisitions, net of cash acquired  (15,404)  (14,609) 
Purchase of previously held equity method investment  (15,250)  — 
Issuance of note receivable to previously held equity investment  (7,000)  — 
Issuance of notes receivable  (6,123)  — 
Proceeds from notes receivable  370  — 
Purchase of fixed income securities  (4,234)  (12,246) 
Maturities of fixed income securities  1,216  1,183 
Other investing activities  (721)  48 

Net Cash Used in Investing Activities $ (91,521) $ (68,994) 
(continued)

The accompanying Notes are an integral part of these Consolidated Financial Statements.
See Note 23 for information regarding Related-Party Transactions.
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Hagerty, Inc.
Consolidated Statements of Cash Flows

Year Ended December 31,
2022 2021

FINANCING ACTIVITIES: in thousands
Payments on long-term debt $ (122,500) $ (42,500) 
Proceeds from long-term debt  94,367  109,000 
Contribution from non-controlling interest  1,700  1,580 
Distributions  —  (4,056) 
Deferred financing costs  —  (962) 
Cash received in Business Combination  —  789,661 
Cash consideration to HHC at Closing of Business Combination  —  (489,661) 
Payment of capitalized transaction costs  (1,651)  (30,991) 

Net Cash Provided by (Used in) Financing Activities  (28,084)  332,071 
Effect of exchange rate changes on cash and cash equivalents and restricted cash 
and cash equivalents  (504)  (464) 

Change in cash and cash equivalents and restricted cash and cash equivalents  (64,781)  304,894 
Beginning cash and cash equivalents and restricted cash and cash equivalents  603,972  299,078 
Ending cash and cash equivalents and restricted cash and cash equivalents $ 539,191 $ 603,972 

NON-CASH INVESTING AND FINANCING ACTIVITIES:
Purchase of property, equipment and software $ 1,592 $ 4,668 
Broad Arrow acquisition $ 73,253 $ — 
Other acquisitions $ 8,273 $ 3,774 
Warrant liabilities recognized in Business Combination $ — $ 46,826 

CASH PAID FOR:
Interest $ 4,868 $ 2,502 
Income taxes $ 5,253 $ 2,160 

(concluded)

The following table provides a reconciliation of cash and cash equivalents and restricted cash and cash equivalents as 
presented for the years ended December 31, 2022 and 2021:

2022 2021
in thousands

Cash and cash equivalents $ 95,172 $ 275,332 
Restricted cash and cash equivalents  444,019  328,640 

Total cash and cash equivalents and restricted cash and cash equivalents on the 
Consolidated Statements of Cash Flows $ 539,191 $ 603,972 

The accompanying Notes are an integral part of these Consolidated Financial Statements.
See Note 23 for information regarding Related-Party Transactions.
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Hagerty, Inc.
Notes To Consolidated Financial Statements

1 — Summary of Significant Accounting Policies and New Accounting Standards

Description of Business — In these notes to the Consolidated Financial Statements, "we," "our," "us," "Hagerty," 
"HGTY," and the "Company" refer to Hagerty, Inc., formerly known as Aldel Financial Inc. ("Aldel"), and its 
consolidated subsidiaries including The Hagerty Group, LLC ("The Hagerty Group"), unless the context requires 
otherwise. Hagerty is a global market leader in providing insurance for classic cars and enthusiast vehicles. In addition, 
Hagerty provides an automotive enthusiast platform that engages, entertains and connects with its insurance policyholders 
and Hagerty Drivers Club ("HDC") paid subscribers ("Members") and other car enthusiasts.

The Company operates several entities which collectively support Hagerty's revenue streams. Hagerty earns commission 
and fee revenue for the distribution and servicing of classic and collector motor vehicle and boat insurance policies written 
through personal and commercial lines agency agreements with multiple insurance carriers in the United States ("U.S."), 
Canada and the United Kingdom ("U.K.").

Reinsurance premiums are earned through Hagerty Reinsurance Limited ("Hagerty Re"), which is registered as a Class 3A 
reinsurer under the Bermuda Insurance Act 1978. Hagerty Re solely reinsures the classic and collector auto and marine 
risks written through Hagerty's Managing General Agency ("MGA") entities in the U.S., Canada and the U.K. 

• The business produced by Hagerty's U.S. MGAs is written by Essentia Insurance Company ("Essentia") and 
reinsured with its affiliate, Evanston Insurance Company ("Evanston"). In turn, Hagerty Re assumes premiums 
through a quota share agreement with Evanston. Essentia and Evanston are wholly owned subsidiaries of Markel 
Corporation ("Markel"), which is a related party. Refer to Note 23 — Related-Party Transactions for additional 
information.

• The business produced by Hagerty's Canadian MGA is written by Aviva Canada Inc. ("Aviva"), through Aviva's 
Canadian subsidiary, Elite Insurance Company, ("Elite"). In turn, Hagerty Re assumes premiums through a quota 
share agreement with Elite.

• In 2021, Hagerty Re entered into a reinsurance agreement with Markel International Insurance Company Limited 
to reinsure classic and collector auto risks produced by Hagerty's U.K. MGA. In connection with this agreement, 
Hagerty Re purchased reinsurance to limit its liability to £1,000,000 per claim as U.K. law requires unlimited 
liability coverage. Markel International Insurance Company Limited is a subsidiary of Markel, which is a related 
party. Refer to Note 23 — Related-Party Transactions for additional information.

The Company earns subscription revenue through HDC membership offerings. HDC memberships are sold as a bundled 
product which give Members access to our products and services, including Hagerty Drivers Club Magazine, automotive 
enthusiast events, our proprietary vehicle valuation tool, emergency roadside services and special vehicle-related 
discounts. Marketplace offers services for buying and selling collector vehicles through classified listings, auctions and 
private sales, and also provides asset-based financing. The Company also owns and operates collector vehicle events, 
including The Amelia and Greenwich Concours d'Elegance, earning revenue through ticket sales and sponsorships. Lastly, 
the Company operates Hagerty Garage + Social, a network of world-class vehicle storage and exclusive social club 
facilities for classic, collector and exotic car owners.

In January 2022, the Company entered into a joint venture with Broad Arrow Group, Inc. and its consolidated subsidiaries 
("Broad Arrow"), pursuant to which Hagerty invested $15.3 million in exchange for equity ownership of approximately 
40% of Broad Arrow. Then, in August 2022, the Company acquired the remaining 60% equity interest in Broad Arrow in 
exchange for approximately $73.3 million of equity consideration consisting of Class A Common Stock and limited 
liability units in The Hagerty Group ("Hagerty Group Units"). As a result of this acquisition, the Company and Broad 
Arrow expect to further leverage their respective product offerings and continue to build Marketplace. Refer to Note 9 — 
Acquisitions and Investments for additional information.

The Company’s headquarters are located in Traverse City, Michigan.

Basis of Presentation — The Company's Consolidated Financial Statements are prepared in accordance with accounting 
principles generally accepted in the United States of America ("GAAP") and pursuant to the rules and regulations of the 
Securities and Exchange Commission and include the accounts of Hagerty, Inc. and The Hagerty Group with its 
consolidated subsidiaries.

The financial statements reflect all normal recurring adjustments and accruals that are, in the opinion of management, 
necessary for a fair statement of financial position and results of operations for the periods presented.
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Principles of Consolidation — The Company's Consolidated Financial Statements contain the accounts of Hagerty and 
its majority-owned or controlled subsidiaries. The Company had economic ownership of 24.5% and 24.7% of The 
Hagerty Group as of December 31, 2022 and 2021, respectively. In addition, Member Hubs Holding, LLC ("MHH"), 
which operates as Hagerty Garage + Social, is an 80% owned subsidiary of The Hagerty Group. The Company 
consolidates these entities under the voting interest method guidance in accordance with Accounting Standards 
Codification ("ASC") Topic 810, Consolidations ("ASC 810"). Non-controlling interest is presented separately on the 
Consolidated Statements of Operations, Consolidated Statements of Comprehensive Income (Loss), Consolidated Balance 
Sheets and the Consolidated Statements of Changes in Members' and Stockholders' Equity.

From January 2022 to August 2022, the Company owned approximately 40% of the outstanding equity interest of Broad 
Arrow and accounted for it as an equity method investment. Subsequent to the acquisition of the remaining 60% 
outstanding equity interest of Broad Arrow in August 2022, Broad Arrow became a wholly-owned subsidiary of the 
Company and as a result, is consolidated in accordance with ASC 810. Refer to Note 9 — Acquisitions and Investments 
for additional information.

All intercompany accounts and transactions have been eliminated in consolidation. 

Business Combination — On December 2, 2021 (the "Closing"), The Hagerty Group completed a business combination 
with Aldel, and Aldel Merger Sub LLC ("Merger Sub"), a Delaware limited liability company and wholly owned 
subsidiary of Aldel (the "Business Combination"). In connection with the Closing, Aldel changed its name from Aldel 
Financial Inc. to Hagerty, Inc.

The Business Combination was accounted for as a common control reverse acquisition, for which The Hagerty Group was 
determined to be the accounting acquirer and Aldel was treated as the "acquired" company. The Hagerty Group issued 
equity for the net assets of Aldel, accompanied by a recapitalization. Business combinations in which the legal acquirer is 
not the accounting acquirer are commonly referred to as "reverse acquisitions". A reverse acquisition occurs when the 
entity that issues securities (legal acquirer) is identified as the acquiree for accounting purposes and the entity whose 
equity interests are acquired (the legal acquiree) is identified as the acquirer for accounting purposes. Reverse acquisitions 
are accounted for in accordance with Subtopic 805-40 of ASC Topic 805, Business Combinations ("ASC 805"). While 
other factors were evaluated but not considered to have a material impact on the determination, The Hagerty Group was 
determined to be the accounting acquirer based on the following factors:

• Hagerty Holding Corp. ("HHC") controlled the operating company prior to the Business Combination and 
controls the Company subsequent to the Business Combination through control of the board of directors (the 
"Board"), as well as by having majority voting ownership.

• The Hagerty Group’s management is also the management of the Company.

• The Hagerty Group is larger as compared to Aldel based on assets, revenue and earnings.

Unless otherwise indicated or the context otherwise requires, "Hagerty" and "the Company" refer to the business and 
operations of The Hagerty Group and its consolidated subsidiaries prior to the Business Combination and to Hagerty, Inc. 
and its consolidated subsidiaries, including The Hagerty Group, following the consummation of the Business 
Combination.

Refer to Note 8 — Business Combination for additional information.

Emerging Growth Company — The Company currently qualifies as an "emerging growth company" under the 
Jumpstart Our Business Startups Act of 2012 and can delay the adoption of new or revised accounting standards until 
those standards would apply to private companies.

The Company intends to avail itself of such extended transition period and, therefore, the Company may not be subject to 
the same new or revised accounting standards as other public companies that are not emerging growth companies or have 
opted out of using such extended transition period.

Use of Estimates — The preparation of the Company's Consolidated Financial Statements in conformity with GAAP 
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, 
disclosure of contingent assets and liabilities at the date of the Consolidated Financial Statements and the reported 
amounts of revenue and expenses during the reporting period. Although the estimates are considered reasonable, actual 
results could materially differ from those estimates.
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Significant estimates made by management include, but are not limited to: (1) the provision for unpaid losses and loss 
adjustment expenses, including incurred but not reported ("IBNR") claims; (2) the change in fair value of warrant 
liabilities; (3) the liability associated with the payments due under the Tax Receivable Agreement ("TRA"); (4) the 
purchase price allocation and related estimates and assumptions in business combinations; (5) the fair values of the 
reporting units used in assessing the recoverability of goodwill; and (6) the useful lives of intangible assets. Although 
some variability is inherent in these estimates, the Company believes that the current estimates are reasonable in all 
material respects. These estimates are reviewed regularly and adjusted as necessary. Adjustments related to changes in 
estimates are reflected in the Company’s results of operations in the period for which those estimates changed.

Segment Information — The Company has one operating segment and one reportable segment. The Company’s Chief 
Operating Decision Maker ("CODM") is the Chief Executive Officer ("CEO"), who makes resource allocation decisions 
and assesses performance based on financial information presented on a consolidated basis. The Company’s management 
approach is to utilize an internally developed strategic decision making framework with its Members at the center of all 
decisions, which requires the CODM to have a consolidated view of the operations so that decisions can be made in the 
best interest of Hagerty and its Members.

Foreign Currency Translation — The Company translates its foreign operations’ assets and liabilities denominated in 
foreign currencies into U.S. dollars at current rates of exchange as of the balance sheet date, and income and expense 
items at the average exchange rate for the reporting period. Translation adjustments resulting from exchange rate 
fluctuations are recorded in "Foreign currency translation adjustments", a component of Accumulated other 
comprehensive income (loss). Foreign currency transaction gains and losses are recognized within "Interest and other 
income (expense)" in the Consolidated Statements of Operations.

Cash and Cash Equivalents and Restricted Cash and Cash Equivalents — Cash includes amounts held in banks in 
operating accounts and money market funds. The Company considers money market funds with maturities within 90 days 
of the purchase date to be equivalent to cash. At December 31, 2022 and 2021, the Company’s cash accounts exceeded 
federally insured limits.

The Company maintains cash collected by its MGAs for premiums from insured parties that have not yet been remitted to 
insurance companies. These funds are required to be held in trust and segregated from operating cash. These funds and a 
corresponding liability are included within "Restricted cash and cash equivalents" and "Due to insurers", respectively, on 
the Consolidated Balance Sheets.

The Company has also established a trust account for the benefit of the ceding insurer as security for Hagerty Re's 
obligations for losses, loss expenses, unearned premium and profit-sharing commissions. The use of this fund is restricted 
to the payment of these amounts and is included within "Restricted cash and cash equivalents" on the Consolidated 
Balance Sheets.

Accounts Receivable — Accounts receivable are recorded, and revenue is recognized, at the latter of the billed or policy 
effective date, net of estimated cancellations.

Ceded Reinsurance Premiums — Ceded reinsurance premiums are recognized pro-rata over the term of the reinsurance 
treaties and are recorded as a reduction of "Earned premium" in the Consolidated Statements of Operations. The portion of 
the reinsurance premium related to the unexpired portions of the treaties at the end of the reporting period is reflected 
within "Prepaid expenses and other current assets" on the Consolidated Balance Sheets.

Prepaid Expenses and Other Assets — Prepaid expenses and other assets consist primarily of prepaid sales and general 
and administrative services expenses, prepaid Software-as-a-Service ("SaaS") implementation costs and fixed income 
investments.

• Prepaid expenses are recorded at cost and amortized over the service term.

• SaaS implementation costs are recorded as incurred in prepaid expenses. The Company expenses the costs 
incurred during the preliminary project stage and, upon management approval, capitalizes the direct 
implementation costs once the development phase begins. The Company monitors implementation on an ongoing 
basis and capitalizes the costs of any major improvements or new functionality. Once the software is fully 
implemented, the ongoing maintenance costs are expensed.
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• Fixed income investments consist of Canadian provincial and municipal bonds which qualify as debt securities 
under ASC Topic 320 Investments – Debt Securities. Fixed income investments are classified as held-to-maturity, 
as the Company has the intent and ability to hold these investments to maturity, and as a result are carried at 
amortized cost on the Consolidated Balance Sheets. Amortized cost is the amount at which an investment is 
acquired, adjusted for applicable accrued interest and accretion of discount or amortization of premium. Premium 
or discount is amortized on a straight-line basis to maturity. Pricing information for each fixed income security is 
obtained from our outside investment manager. The Company ultimately determines whether the inputs and the 
resulting market values are reasonable. Market pricing is based on fair value level 2 guidance using observable 
inputs such as quoted prices for similar assets at the measurement date. Refer to Note 15 — Fair Value 
Measurements for additional information.

Notes Receivable — Notes receivable, net of an allowance for loan losses, includes amounts due on term loans secured 
by collateral consisting of collector cars. Any potential allowance for loan losses is estimated based upon the impact of 
current economic conditions on the collateral value, knowledge about the client's financial standing and other factors and 
is evaluated periodically. Term loans are recorded on the date the loan is made based on the loan amount in the agreement. 
Term loans typically have an initial maturity of up to two years with an option to renew for one year increments, and 
accrue interest based on the stated rate in the loan agreement. The valuation of collector vehicles is inherently subjective, 
and the realizable value of collector cars often fluctuates over time. Refer to Note 5 — Notes Receivable for additional 
information.

Deferred Acquisition Costs — Deferred acquisition costs are comprised of ceding commission and premium taxes that 
relate directly to the successful acquisition of new or renewal policy premiums by Hagerty Re. Acquisition costs are 
deferred and recognized in income over the period of the exposure in the underlying insurance treaties.

The Company evaluates the recoverability of deferred acquisition costs by determining if the sum of future-earned 
premiums is greater than the expected future claims and expenses. Anticipated investment income is also a factor in this 
determination. If a loss is probable on the unexpired portion of policies in force, a premium deficiency reserve is 
recognized. At December 31, 2022 and 2021, the deferred acquisition costs were considered fully recoverable and no 
premium deficiency reserve was recorded.

Property and Equipment — Property and equipment are recorded at cost and depreciated over the estimated useful life 
of each asset. Leasehold improvements are amortized over the shorter of either the lease term or the estimated useful lives 
of the improvements. Useful lives for financial reporting range from three to seven years for computers, automobiles and 
office furniture. Building and building improvements have useful lives of 39 years. Upon sale or retirement, the cost and 
related accumulated depreciation of assets disposed of are removed from the accounts, and any resulting gain or loss is 
reflected in the Consolidated Statements of Operations. Annual depreciation is calculated based on the straight-line 
method. Maintenance, repair costs and minor renovations are expensed as incurred, while expenditures that increase the 
asset lives are capitalized.

Leases — The Company evaluates its contracts to determine whether such contracts contain a lease at inception. A 
contract contains a lease if the contract conveys the right to control the use of identified property, plant or equipment for a 
period of time in exchange for consideration. At commencement, contracts containing a lease are further evaluated for 
classification as an operating lease or finance lease. Operating lease right-of-use ("ROU") assets and liabilities are 
recognized at the commencement date of the lease based on the present value of lease payments over the lease term, 
discounted using the Company's incremental borrowing rate. The Company estimates the incremental borrowing rate 
based on qualitative factors including company specific credit rating, lease term, impact of collateral, general economics 
and the interest rate environment. Operating lease liabilities represent the present value of lease payments not yet paid. 
Operating lease ROU assets are based upon the operating lease liabilities adjusted for prepayments or accrued lease 
payments, initial direct costs, lease incentives, and impairment of operating lease assets. The Company made a policy 
election not to recognize ROU assets and lease liabilities for short-term leases for all asset classes. The Company has real 
estate lease agreements that contain lease and non-lease components, which are accounted for as a single lease 
component. 

The Company’s leases often contain fixed rent escalations over the lease term. The Company recognizes expense for these 
leases on a straight-line basis over the lease term. The Company also has lease agreements that are subject to annual 
changes in the Consumer Price Index ("CPI"). While lease liabilities are not remeasured as a result of changes to the CPI, 
changes to the CPI are treated as variable lease payments and recognized in the period in which the obligation for those 
payments has incurred.

The Company’s lease agreements may contain variable costs such as common area maintenance, operating expenses, real 
estate taxes or other costs. Variable lease costs are expensed as incurred within "General and administrative services" in 
the Consolidated Statements of Operations. The Company’s lease agreements generally do not contain any residual value 
guarantees or restrictive covenants.
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The Company has the option to extend most of its lease agreements, with renewals ranging from one to 20 years. The 
Company includes renewal options in lease terms that are deemed reasonably certain of being exercised in the lease term. 
As it was not reasonably certain that the Company would exercise these renewal options, they were not included in the 
lease terms for purposes of calculating the Company's lease liability. The Company adopted ASC Topic 842 ("ASC 842") 
effective January 1, 2022 under the modified retrospective approach. Refer to "Recently Adopted Accounting Guidance" 
below for additional information.

The Company’s primary operating leases consist of office space and Hagerty Garage + Social locations. The Company’s 
leases have remaining terms of one to 14 years. As of December 31, 2022, the Company had not entered into any finance 
leases. Refer to Note 7 — Leases for additional information.

Intangible Assets — Intangible assets are recorded at cost and amortized over the estimated useful life of each intangible 
asset. Acquired intangible assets are initially valued at fair value using generally accepted valuation methods appropriate 
for the type of intangible assets. Intangible assets primarily consist of insurance policy renewal rights, internally 
developed software, trade names, non-compete agreements and customer relationships. Amortization is recorded using the 
straight-line method over their estimated useful lives as it approximates the pattern over which economic benefits are 
realized. Insurance policy renewal rights, internally developed software, trade names, non-complete agreements and 
customer relationships are amortized over 3 to 25 years. For internally developed software, the Company expenses the 
costs incurred during the preliminary project stage and capitalizes the direct development costs (including the associated 
payroll and related costs for employees working on development and outside contractor costs) once management approval 
is obtained. Refer to Note 10 — Goodwill and Intangible Assets for additional information.

Impairment of Long-Lived Assets — The Company reviews all long-lived assets that have finite lives for impairment 
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable in accordance with 
ASC Topic 360, Impairment and Disposal of Long-Lived Assets ("ASC 360"). If it is determined the carrying amount of 
the asset is not recoverable, the Company recognizes an impairment loss as an operating expense in the current period in 
the Consolidated Statements of Operations. 

Determination of the recoverability of long-lived assets is based on an estimate of the undiscounted cash flows resulting 
from the use of the assets and its eventual disposition. If the carrying value of the long-lived asset is not recoverable on an 
undiscounted cash flow basis, an impairment is recognized to the extent that the carrying value exceeds its fair value. Fair 
value is determined through various valuation techniques including discounted cash flow models, quoted market values 
and third-party independent appraisals, as necessary. 

For the Company's operating leases, the circumstances that might lead to an impairment of the associated ROU assets and 
leasehold improvements may include situations when the space is sublet or available for sublease and we do not expect to 
fully recover the costs of the lease. During the year ended December 31, 2022, the Company recognized an impairment 
charge of $4.7 million related to operating lease ROU assets, which was recorded within "Restructuring, impairment and 
related charges, net" in the Consolidated Statements of Operations. Refer to Note 14 — Restructuring, Impairment and 
Related Charges for additional information. During the year ended December 31, 2021, the Company did not identify any 
impairment indicators.

Goodwill — Goodwill represents the excess of the cost of a business combination, as defined in ASC 805, over the fair 
value of net assets acquired, including identifiable intangible assets. Goodwill is tested for impairment at the reporting 
unit level annually as of October 1, and whenever indicators of impairment exist. The Company evaluates for the potential 
impairment of goodwill by assessing qualitative factors to determine whether it is more likely than not that the fair value 
of a reporting unit is less than its carrying amount. Qualitative factors include industry and market considerations, overall 
financial performance, and other relevant events and circumstances affecting the reporting unit. If after performing the 
qualitative assessment, the Company determines it is more likely than not that the fair value of the reporting unit is less 
than its carrying amount, the Company performs a quantitative fair value test. The primary valuation method used in the 
quantitative impairment assessment to determine the fair value of the reporting unit has been a discounted cash flow 
model. The Company primarily uses a discounted cash flow model to determine the fair value of its reporting units, but 
other valuation methods or comparable transactions may be used when appropriate and applicable to determine the fair 
value of a reporting unit.

The Company did not recognize any goodwill impairments during the years ended December 31, 2022 and 2021.

Losses Payable — Losses payable represents the amount of losses paid and billed by the primary carrier that have not 
been paid by Hagerty Re as of the balance sheet date.

Provision for Unpaid Losses and Loss Adjustment Expenses — The provision for unpaid losses and loss adjustment 
expenses is the difference between the estimated cost of losses incurred and the amount of paid losses as of the reporting 
date. This reserve reflects management’s best estimate of losses related to both reported claims and IBNR claims. The 
reserve also includes estimates of all expenses associated with processing and settling reported and unreported claims. 
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Given the inherent complexity and uncertainty regarding the estimate of our ultimate cost of settling claims, reserves are 
reviewed quarterly and periodically throughout the year by comparing historical results and current results to calculate 
new development factors. In estimating loss and loss adjustment expense reserves, our actuarial reserving group considers 
claim cycle time, claims settlement practices, adequacy of case reserves over time and current economic conditions. 
Because actual experience can differ from key assumptions used in estimating reserves, there may be significant variation 
in the development of these reserves and the actual losses and loss adjustment expenses ultimately paid in the future. 
These adjustments to the loss and loss adjustment expense reserves and related reinsurance recoverables are recognized in 
the Consolidated Statements of Operations in the period in which the change occurs.

The amount of any reinsurance recoverable is determined by applying contract language specific to the Company’s third-
party reinsurance program to losses and loss expenses arising from claims occurring as a result of a qualifying event. 
Reinsurance recoverables are recorded within "Prepaid expenses and other current assets" on the Consolidated Balance 
Sheets.

Due to Insurers — Due to insurers represents the net amount of premium due to carriers based on the respective contract 
with each carrier. The net amount due is equal to the gross written premium less the Company’s commission for policies 
that have reached their effective date.

Advanced Premiums — Advanced premiums represent the gross written premium received from insurance Members 
prior to the effective date of the policy. At the effective date of the policy, advanced premiums are reclassified to "Due to 
insurers" and commission revenue is recognized in the Consolidated Statements of Operations.

Accrued Expenses — Accrued expenses consist primarily of amounts owed for wages, payroll taxes, incentive 
compensation, benefits, professional services and future installments for purchase consideration resulting from asset 
acquisitions and business combinations.

Warrant Liabilities — The Company accounts for its outstanding warrants in accordance with ASC Topic 815, 
Derivatives and Hedging ("ASC 815"). The warrants do not meet the criteria for equity treatment and as such, are 
recorded at fair value as a liability. The fair value of this liability is subject to remeasurement each reporting period and 
the Company utilizes a Monte Carlo simulation model to value the warrants. The change in the fair value of the warrants 
is recognized within "Change in fair value of warrant liabilities" in the Consolidated Statements of Operations each 
reporting period. Refer to Note 20 — Warrant Liabilities for additional information.

Derivative Instruments — The Company enters into certain derivative financial instruments, when available on a cost-
effective basis, to mitigate its risk associated with changes in interest rates. The Company accounts for derivatives in 
accordance with ASC 815, which establishes accounting and reporting standards requiring that all derivative instruments 
(including certain derivative instruments embedded in other contracts), whether designated as hedging relationships or 
not, be recorded on the Consolidated Balance Sheets as either an asset or liability measured at fair value. If a derivative is 
designated as a cash flow hedge for accounting purposes, the effective portion of the change in the fair value of the 
derivative is recorded in "Other comprehensive income (loss)". If a derivative is not designated as an accounting hedge for 
accounting purposes, the change in fair value is recognized within "Interest and other income (expense)" in the 
Consolidated Statements of Operations each reporting period. All derivative instruments are managed on a consolidated 
basis to efficiently minimize exposures.

Gains and losses related to the derivative instruments are expected to be largely offset by gains and losses on the 
underlying asset or liability. The Company does not use derivative financial instruments for speculative purposes.

The Company is exposed to credit loss in the event of nonperformance by the counterparties on derivative contracts. It is 
the Company’s policy to manage its credit risk on these transactions by dealing only with financial institutions having a 
long-term credit rating of "A" or better.

Equity Method Investments — The Company applies the equity method of accounting to 20% to 50% owned 
investments where Hagerty exercises significant influence, in accordance with ASC Topic 323, Investments—Equity 
Method and Joint Ventures.

Acquisitions — The Company accounts for acquisitions of entities or asset groups that qualify as businesses using the 
acquisition method of accounting in accordance with ASC 805. Purchase consideration is allocated to the tangible and 
intangible assets acquired and liabilities assumed based on the estimated fair values as of the acquisition date, which are 
measured in accordance with the principles outlined in ASC Topic 820, Fair Value Measurement ("ASC 820"). The 
determination of fair value requires management to make estimates about discount rates, future expected cash flows, 
market conditions and other future events that are highly subjective in nature. The excess of the total purchase 
consideration over the fair value of the identified net assets acquired is recognized as goodwill. The results of the acquired 
businesses are included in the results of operations beginning from the date of acquisition. Acquisition-related costs are 
expensed as incurred.
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During the measurement period, which may be up to one year from the acquisition date, the Company may record 
adjustments to the allocation of purchase consideration and to the fair values of assets acquired and liabilities assumed to 
the extent that additional information becomes available. After this period, any subsequent adjustments are recorded in the 
Consolidated Statements of Operations.

Revenue Recognition — The Company recognizes revenue under both ASC Topic 606, Revenue from Contracts with 
Customers ("ASC 606") and ASC Topic 944, Financial Services — Insurance ("ASC 944"). 

Commission and fee revenue

Hagerty earns commissions from its insurance carrier partners for new and renewal policies, as well as fees paid by the 
carriers’ insureds for the binding of insurance coverage. The Company has identified the insurance carrier as its customer 
and determined that the transaction price is the estimated commissions to be received over the term of the policy. The 
transaction is determined based on an estimate of premiums placed, net of a constraint for policy changes and 
cancellations. These commissions and fees, including those paid via installment plan, are earned when the policy becomes 
effective, as all rights are passed to the insured and the obligation to pay a claim resides with the carrier.

Under the terms of many of its contracts with insurance carrier partners, the Company has the opportunity to earn an 
annual contingent underwriting commission ("CUC"), or profit share, based on the calendar-year performance of the 
insurance book of business with each of those insurance carrier partners. The Company’s CUC agreements are based on 
written or earned premium and loss ratio results. Each insurance carrier partner contract and related CUC is calculated 
independently. The CUCs represent a form of variable consideration associated with the placement of coverage, for which 
the Company earns commissions and fees. Under ASC 606, the Company must estimate the amount of consideration that 
it will become entitled to receive during the calendar year such that a significant reversal of revenue is not probable. As 
such, CUCs are recognized as a contract asset within "Commission receivable" on the Consolidated Balance Sheets in the 
period that the policy is issued using the applicable premium and payout factors based on the estimated loss ratio from the 
contract. Revenue from CUCs is recognized throughout the year and settled annually.

Earned premium

Reinsurance premium revenue is earned by Hagerty Re under ASC 944, and represents the earned portion of gross written 
premiums that Hagerty Re has assumed under quota share reinsurance agreements with our insurance carrier partners. 
Earned premium is recognized over the term of the policy, which is generally 12 months, with the unearned portion 
recorded as "Unearned premiums" on the Consolidated Balance Sheets.

Membership, marketplace and other revenue 

The Company earns subscription revenue through membership offerings. HDC memberships are sold as a bundled 
product which give Members access to its products and services, including Hagerty Drivers Club Magazine, automotive 
enthusiast events, the Company's proprietary vehicle valuation tool, emergency roadside services and special vehicle-
related discounts. Hagerty Garage + Social storage memberships include storage in addition to the HDC Member benefits. 
Revenue from the sale of HDC and storage membership subscriptions is recognized ratably over the period of the 
membership, resulting in contract liabilities at December 31, 2022 and 2021. The Company treats the membership as a 
single performance obligation to provide access to stated Member benefits over the life of the membership, which is 
currently one year.

Marketplace earns fee-based revenue from the sale of collector vehicles through classified listings, live and time-based 
online auctions and brokered private sales, as well as finance revenue from term loans to high-net-worth individuals and 
businesses secured by collector cars. Fee-based revenue earned by Marketplace is recognized when the underlying sale is 
completed. Finance revenue is recognized when earned based on the amount of the outstanding loan, the applicable 
interest rate on the loan and the length of time the loan was outstanding during the period. 

Lastly, other revenue includes sponsorship, admission, advertising, valuation and registration income. Other revenue is 
recognized when the performance obligation for the related product or service is satisfied.

Contract Assets and Liabilities — The Company recognizes contract assets for amounts due to the Company for CUCs 
earned but not yet billed under terms of the contract. Contract assets are recorded within "Commission receivable" on the 
Consolidated Balance Sheets. 

Contract liabilities are recorded primarily as deferred revenue when payments are received in advance of performance 
under a contract before the transfer of goods or services to a customer or fulfillment of the contract obligations. Contract 
liabilities consist primarily of an advanced commission payment, along with the obligation to fulfill HDC membership 
benefits over the one-year life of a membership.
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Contract Costs — The Company accounts for contract costs under ASC Topic 340, Other Assets and Deferred Costs, 
which requires companies to defer certain incremental costs to obtain customer contracts and certain costs to fulfill 
customer contracts.

The Company capitalizes the incremental costs to obtain contracts, which are primarily related to commission payments 
on new policy sales. These deferred costs are amortized within "Sales expense" in the Consolidated Statements of 
Operations based on the average expected life of the insurance policy and are included within "Prepaid expenses and other 
assets" on the Company’s Consolidated Balance Sheets as of December 31, 2022 and 2021.

Advertising — Advertising and sales promotion costs are expensed the first time the advertising or sales promotion takes 
place. Advertising costs were $27.8 million and $24.1 million for the years ended December 31, 2022 and 2021, 
respectively, and are reflected as a component of "Sales expense" in the Consolidated Statements of Operations.

Income Taxes — The Hagerty Group is taxed as a pass-through ownership structure under provisions of the Internal 
Revenue Code ("IRC") and a similar section of state income tax law, except for certain U.S. corporate subsidiaries and 
foreign subsidiaries. Any taxable income or loss generated by The Hagerty Group is passed through to and included in the 
taxable income or loss of all holders of Hagerty Group Units, which includes Hagerty, Inc. Hagerty, Inc. is taxed as a 
corporation and pays corporate federal, state and local taxes with respect to income allocated from The Hagerty Group. 
Hagerty, Inc., Hagerty Re, Broad Arrow and various foreign subsidiaries are treated as taxable entities and income taxes 
are provided where applicable. Refer to Note 22 — Taxation for additional information. 

Where applicable, income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities 
are recognized for the future tax consequences attributable to differences between the financial statement carrying 
amounts of existing assets and liabilities and their respective tax basis and operating loss and tax-credit carryforwards. 
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in 
which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities 
of a change in tax rates is recognized in the Consolidated Statements of Operations in the period that includes the 
enactment date.

Deferred tax assets are recognized to the extent that there is sufficient positive evidence as allowed under the ASC Topic 
740, Income Taxes ("ASC 740"), to support the recoverability of those deferred tax assets. The Company establishes a 
valuation allowance when it is more likely than not that all or a portion of a deferred tax asset will not be realized. In 
making such a determination, management considers all available positive and negative evidence, including future 
reversals of existing taxable temporary differences, projected future taxable income, tax planning strategies, and results of 
recent operations. If it is determined that the deferred tax assets would be realizable in the future in excess of their net 
recorded amount, an adjustment would be made to the deferred tax asset valuation allowance, which would reduce the 
provision for income taxes.

As of December 31, 2022 and 2021, the Company did not have any unrecognized tax benefits and had no material accrued 
interest or penalties related to uncertain tax positions. If recorded, interest and penalties would be recorded as "Income tax 
benefit (expense)" within the Consolidated Statements of Operations.

Tax Receivable Agreement Liability — In connection with the Business Combination, Hagerty, Inc. entered into a TRA 
with HHC and Markel (together, the "Legacy Unit Holders"). The TRA provides for payment to the Legacy Unit Holders 
of 85% of the U.S. federal, state and local income tax savings realized by Hagerty, Inc. as a result of the increases in tax 
basis and certain other tax benefits as outlined in the Business Combination Agreement upon the exchange of Hagerty 
Group Units and Class V Common Stock of the Company for Class A Common Stock of the Company or cash. The 
Hagerty Group will have in effect an election under Section 754 of the IRC effective for each taxable year in which an 
exchange of Hagerty Group Units occurs. The remaining 15% cash tax savings resulting from the basis adjustments will 
be retained by Hagerty, Inc.

In general, cash tax savings result in a year when the tax liability of Hagerty, Inc. for the year, computed without regard to 
the deductions attributable to the amortization of the basis increase and other deductions that arise in connection with the 
payment of the cash consideration under the TRA or the exchange of Hagerty Group Units and Class V Common Stock 
for Class A Common Stock, would be more than the tax liability for the year taking into account such deductions. 
Payments under the TRA will not be due until the Company produces taxable income and the resulting cash tax liability is 
reduced by deducting the amortization of the basis increase on a filed tax return. The payments under the TRA are 
expected to be substantial. The estimated value of the TRA is recorded in "Other long-term liabilities" on the Consolidated 
Balance Sheets. 

Hagerty, Inc. accounts for the effects of the basis increases as follows:

• Hagerty, Inc. records an increase in deferred tax assets for the income tax effects of the increases in tax basis 
based on enacted federal and state income tax rates at the date of the exchange.
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• Hagerty, Inc. evaluates the ability to realize the full benefit represented by the deferred tax asset based on an 
analysis that will consider expectations of future earnings among other things. If Hagerty, Inc. determines that the 
full benefit is not likely to be realized, a valuation allowance is established to reduce the amount of the deferred 
tax assets to an amount that is more likely than not to be realized.

• Hagerty, Inc. recorded 85% of the estimated realizable tax benefit as an increase to the liability due under the 
TRA, which is recorded within "Other long-term liabilities", with a decrease to "Additional paid-in capital" on the 
Consolidated Balance Sheets. The remaining 15% of the estimated realizable tax benefit will be retained by 
Hagerty, Inc.

All of the effects of changes in any of the estimates after the date of the redemption or exchange will be recorded within 
"Interest and other income (expense)" in the Consolidated Statements of Operations. 

Non-controlling Interest — Hagerty, Inc. is the sole managing member of The Hagerty Group and, as a result, 
consolidates the financial results of The Hagerty Group. Hagerty, Inc. reports a non-controlling interest representing the 
economic interest in The Hagerty Group held by other unit holders of The Hagerty Group. Additionally, non-controlling 
interest represents the portion of economic ownership of MHH that is not owned or controlled by The Hagerty Group. 
Hagerty, Inc. consolidates its ownership of The Hagerty Group and MHH under the voting interest method.

Redeemable Non-controlling Interest — In connection with the Business Combination, Hagerty, Inc. entered into an 
exchange agreement with the Legacy Unit Holders ("Legacy Unit Holders Exchange Agreement"). The Legacy Unit 
Holders Exchange Agreement permitted the Legacy Unit Holders to exchange Class V Common Stock and associated 
Hagerty Group Units for an equivalent amount of Class A Common Stock or, at the option of the Company, for cash. 
Because the Company had the option to redeem the non-controlling interest for cash and the Company is controlled by the 
Legacy Unit Holders through their voting control, the non-controlling interest was considered redeemable as the 
redemption was considered outside the Company's control. Redeemable non-controlling interest represented the economic 
interests of the Legacy Unit Holders. Income or loss was attributed to the redeemable non-controlling interest based on the 
weighted average ownership of the Hagerty Group Units outstanding during the period held by the Legacy Unit Holders. 
The redeemable non-controlling interest was measured at the greater of the initial fair value or the redemption value and 
was required to be presented as temporary equity on the Consolidated Balance Sheets as of December 31, 2021. 

On March 23, 2022, the Legacy Unit Holders Exchange Agreement was amended to revise the option for the Company to 
settle the exchange of Class V Common Stock and associated Hagerty Group Units in cash. Under the terms of the 
amendment, a cash exchange is only allowable in the event that net cash proceeds are received from a new permanent 
equity offering. As a result of the amendment, the redeemable non-controlling interest was accreted to its redemption 
value as of March 23, 2022 and subsequently removed from temporary equity and recorded to equity as non-controlling 
interest.

Earnings Per Share — The Company calculates basic and dilutive earnings per share ("EPS") in accordance with ASC 
Topic 260, Earnings Per Share ("ASC 260"). Basic earnings per share is computed by dividing Net income (loss) 
attributable to controlling interest by the weighted-average number of shares of Class A Common Stock outstanding 
during the period. Diluted EPS reflects the potential dilution that could occur if securities were exercised, resulting in the 
issuance of shares of Class A Common Stock that would then share in the earnings of Hagerty, Inc. In periods in which 
the Company reports a net loss available to stockholders, diluted net loss per share available to stockholders would be 
equal to basic net loss per share available to stockholders, since dilutive common shares are not assumed to have been 
issued if their effect is anti-dilutive.

Stock-Based Compensation — The Company issues restricted stock units and performance restricted stock units under 
the 2021 Equity Incentive Plan. The grant date fair value for restricted stock units is determined based on the closing price 
of the Company's common stock on the business day prior to grant. The Company uses a Monte Carlo simulation model 
to estimate the fair value of performance restricted stock units. Stock-based compensation expense is recognized over the 
applicable requisite service period of the award, generally using the straight-line method. Forfeitures are recorded as they 
occur. Refer to Note 21 — Stock-Based Compensation for additional information.

Self-Insurance — The Company has elected to self-insure certain costs related to U.S. employee health benefit and short-
term disability programs. Costs resulting from self-insured losses are charged to expense when incurred. The Company 
has purchased insurance that limits its aggregate annual exposure for healthcare costs to approximately $11.4 million and 
$10.8 million for the years ended December 31, 2022 and 2021, respectively. Total expenses for healthcare claims 
incurred for the years ended December 31, 2022 and 2021 were approximately $13.2 million and $10.9 million, 
respectively. Healthcare claims are recorded within "Salaries and benefits" on the Consolidated Statements of Operations. 
As of December 31, 2022 and 2021, the Company has recorded approximately $1.2 million and $0.9 million as an 
estimate of IBNR claims, respectively. The amount of actual losses incurred could differ materially from the estimate 
reflected in these financial statements.
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Postretirement Benefits — The Company offers postretirement benefits. In the U.S., the Company offers a 401(k) plan 
covering substantially all U.S. employees. The plan provides for 4.0% matching contributions. Contributions to the plan 
were $6.2 million and $4.9 million for the years ended December 31, 2022 and 2021, respectively.

Recently Adopted Accounting Guidance

Media Content — In March 2019, the Financial Accounting Standards Board ("FASB") issued Accounting Standards 
Update ("ASU") 2019-02, Improvements to Accounting for Costs of Films and License Agreements for Program 
Materials, to align the accounting for production costs of an episodic television series with the accounting for production 
costs of films by removing the content distinction for capitalization.

As a result of adopting this ASU on January 1, 2021, the Company applied the guidance of ASC Topic 926, 
Entertainment – Films for the original content the Company self-produces and where the intellectual property is owned by 
the Company. For content the Company produces, the costs associated with production, including development costs, 
direct costs and production overhead will be capitalized and amortized over the estimated useful life of the asset. The 
adoption of the ASU had a $3.3 million impact on the Company’s Consolidated Financial Statements during the year 
ended December 31, 2021.

Leases — In February 2016, the FASB issued ASC 842, which supersedes the lease requirements in ASC Topic 840, 
Leases ("ASC 840"). The new guidance requires companies to recognize the assets and liabilities for the rights and 
obligations created by leased assets, initially measured at the present value of lease payments. ASC 842 and subsequent 
amendments are designed to increase transparency and comparability among organizations with leasing activities. In June 
2020, the FASB issued ASU No. 2020-05, Effective Dates for Certain Entities, which deferred the effective date for 
nonpublic entities, including emerging growth companies, that had not yet adopted the original ASU. Utilizing the 
amended guidance, management adopted this standard effective January 1, 2022 under the modified retrospective 
approach. The Company, upon adopting ASC 842, measured the operating lease liability as the present value of the 
remaining rental payments as defined in ASC 840. The ROU asset equaled the lease liability, adjusted by any unamortized 
lease incentives, deferred rent accrual and initial direct costs. Adoption of this standard resulted in the Company 
recognizing initial ROU assets and lease liabilities of $72.8 million. The guidance requires sellers in a sale-leaseback 
transaction to recognize the entire gain from the sale of an underlying asset at the time of sale rather than over the 
leaseback term. The carrying value of the deferred gain on the single sale-leaseback transaction executed prior to January 
1, 2022 is approximately $4.3 million and was recorded as an increase to retained earnings at adoption. The adoption of 
this standard did not have a material impact on the Consolidated Statements of Operations or Consolidated Statements of 
Cash Flows. 

The Company elected the transition method permitted by ASU 2018-11, which does not adjust prior comparative periods 
to align with the new standard. The Company elected the package of practical expedients not to reassess prior conclusions 
related to contracts containing leases, lease classification and initial direct costs and the lessee practical expedient to 
combine lease and non-lease components for all asset classes. In addition, the Company did not elect the hindsight 
practical expedient. The expense of operating leases under ASC 842 is generally recognized on a straight-line basis which 
is calculated as the total lease cost divided by the lease term and is recognized in the Consolidated Statements of 
Operations. 

Reference Rate Reform — In March 2020, the FASB issued ASU No. 2020-04, Reference Rate Reform (ASC Topic 
848): Facilitation of the Effects of Reference Rate Reform on Financial Reporting ("ASC 848"), which provides optional 
relief to all entities, subject to meeting certain criteria, that have contracts, hedging relationships, and other transactions 
that reference London Inter-Bank Offered Rate ("LIBOR") or another reference rate expected to be discontinued because 
of reference rate reform. In January 2021, the FASB issued ASU No. 2021-01, Reference Rate Reform (ASC Topic 848), 
which clarifies that certain optional expedients and exceptions in ASC 848 for contract modifications and hedge 
accounting apply to derivatives that are affected by the discounting transition. Both ASUs were effective immediately 
upon issuance. As of September 2022, all of Hagerty's outstanding debt bears interest at variable interest rates, primarily 
based on the Term Secured Overnight Financing Rate ("SOFR"). The adoption of these ASUs did not have a material 
impact on the Company's Consolidated Financial Statements and related disclosures.

Recent Accounting Guidance Not Yet Adopted

Credit Losses — In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (ASC Topic 
326): Measurement of Credit Losses on Financial Instruments, which requires a company to consider forward looking 
information to determine current estimated credit losses for all financial instruments that are not accounted for at fair 
value through net income (loss). ASU No. 2019-10 deferred the effective date of ASU No. 2016-13 to January 1, 2023. 
The Company does not expect the adoption of ASU No. 2016-13 to have a material impact on Consolidated Financial 
Statements and related disclosures.
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2 — Revenue

Disaggregation of Revenue — The following table presents Hagerty's revenue by distribution channel offering, as well as 
a reconciliation to total revenue for the years ended December 31, 2022 and 2021:

Agent Direct Total
in thousands

Year Ended December 31, 2022
Commission and fee revenue $ 133,584 $ 113,864 $ 247,448 
Contingent commission  32,899  26,891  59,790 
Membership revenue  —  45,234  45,234 
Marketplace and other revenue  —  32,055  32,055 

Total revenue from customer contracts $ 166,483 $ 218,044 $ 384,527 
Earned premium recognized under ASC 944  403,061 

Total revenue $ 787,588 

Year Ended December 31, 2021
Commission and fee revenue $ 115,310 $ 98,926 $ 214,236 
Contingent commission  29,552  27,783  57,335 
Membership revenue  —  40,605  40,605 
Marketplace and other revenue  —  11,079  11,079 

Total revenue from customer contracts $ 144,862 $ 178,393 $ 323,255 
Earned premium recognized under ASC 944  295,824 

Total revenue $ 619,079 

The following table presents Hagerty's revenue disaggregated by geographic area, as well as a reconciliation to total 
revenue for the years ended December 31, 2022 and 2021:

U.S. Canada Europe Total
in thousands

Year Ended December 31, 2022
Commission and fee revenue $ 224,255 $ 19,142 $ 4,051 $ 247,448 
Contingent commission  59,664  —  126  59,790 
Membership revenue  41,893  3,341  —  45,234 
Marketplace and other revenue  29,920  767  1,368  32,055 

Total revenue from customer contracts $ 355,732 $ 23,250 $ 5,545 $ 384,527 
Earned premium recognized under ASC 944  403,061 

Total revenue $ 787,588 

Year Ended December 31, 2021
Commission and fee revenue $ 193,520 $ 16,782 $ 3,934 $ 214,236 
Contingent commission  57,424  (383)  294  57,335 
Membership revenue  37,688  2,917  —  40,605 
Marketplace and other revenue  9,448  301  1,330  11,079 

Total revenue from customer contracts $ 298,080 $ 19,617 $ 5,558 $ 323,255 
Earned premium recognized under ASC 944  295,824 

Total revenue $ 619,079 
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Earned Premium — The following table presents Hagerty Re's total premiums assumed and the change in unearned 
premiums for the years ended December 31, 2022 and 2021:

Year Ended December 31,
2022 2021

in thousands
Underwriting income:

Premiums assumed $ 474,293 $ 353,925 
Reinsurance premiums ceded  (10,749)  (7,920) 

Net premiums assumed  463,544  346,005 
Change in unearned premiums  (60,263)  (50,491) 
Change in deferred reinsurance premiums  (220)  310 

Net premiums earned $ 403,061 $ 295,824 

Contract Assets and Liabilities — The following table is a summary of the Company's contract assets and liabilities for 
the periods specified below. Contract assets are classified as "Commission receivable", and liabilities are classified as 
"Contract liabilities" within current and non-current liabilities on the Consolidated Balance Sheets.

2022 2021
in thousands

Contract assets $ 60,151 $ 57,596 
Contract liabilities $ 44,426 $ 41,390 

Contract assets consist of CUC receivables, which are earned throughout the year and received in the first quarter of the 
following year. As such, the Commission receivable balance is generally smallest in the first quarter, and grows 
throughout the year as additional CUC receivables are accrued. For the year ended December 31, 2022, the increase in 
contract assets was primarily due to $59.8 million of CUC that was recognized but not received, offset by $57.2 million of 
CUC that had been included in the year ended December 31, 2021 contract assets and subsequently received in the current 
year. 

Contract liabilities consist of cash collected in advance of revenue recognition, which primarily includes HDC 
membership. In addition, the Company entered into an agreement with State Farm Mutual Automobile Insurance 
Company ("State Farm") in 2020 and received an advanced commission payment to offset costs of system development 
(refer to Note 17 — Related-Party Transactions for additional information). For the year ended December 31, 2022, the 
increase in contract liabilities was due to $60.2 million of advanced consideration received for which revenue was not 
recognized in the period, primarily related to HDC memberships, partially offset by $57.2 million of revenue recognized 
during the period that had been included in the year ended December 31, 2021 contract liabilities balance.

3 — Deferred Acquisition Costs

The following table presents a reconciliation of the changes in deferred acquisition costs for the periods specified below:

2022 2021
in thousands

Deferred acquisition costs as of January 1, $ 81,535 $ 58,572 
Acquisition costs deferred  216,957  163,946 
Amortization charged to income  (191,150)  (140,983) 

Deferred acquisition costs as of December 31, $ 107,342 $ 81,535 
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4 — Prepaid Expenses and Other Assets

Prepaid expenses and other assets, current and long-term, consist of:

December 31,
2022 2021

in thousands
Prepaid sales, general and administrative expenses $ 24,234 $ 18,004 
Prepaid SaaS implementation costs  18,501  16,318 
Fixed income investments  12,986  10,785 
Contract costs  6,576  4,160 
Media content  5,580  3,335 
Other (1)  14,856  8,118 

Prepaid expenses and other assets $ 82,733 $ 60,720 
(1) As of December 31, 2022, other assets primarily includes $4.0 million of other investments, $3.3 million of fair value of interest rate swap, 

$2.5 million of collector vehicle investments, $1.4 million of deferred financing costs related to our Credit Facility and $1.4 million related the 
Company's outstanding reinsurance recoverable.

5 — Notes Receivable

In January 2022, the Company entered into a joint venture with Broad Arrow, pursuant to which Hagerty acquired an 
approximately 40% equity ownership in Broad Arrow. Then in August 2022, the Company acquired the remaining 60% 
equity interest in Broad Arrow. Refer to Note 9 — Acquisitions and Investments for additional information.

Broad Arrow Capital ("BAC"), a subsidiary of Broad Arrow, makes term loans to high-net-worth individuals and 
businesses secured by collector cars. Term loans typically have an initial maturity of up to two years, often with an option 
to renew for one year increments, and carry a fixed or variable rate of interest. The carrying value of the loan portfolio 
approximates its fair value due to the typical short-term maturity and market rate of interest associated with most loans.

The Company aims to mitigate the risk associated with a potential devaluation in collateral by targeting a maximum loan-
to-value ("LTV") ratio of 65% (i.e., the principal loan amount divided by the estimated collateral value). The LTV ratio is 
reassessed on a quarterly basis or more frequently if there is a material change in the circumstances related to the loan, the 
value of the collateral, the disposal plans for the collateral, or if an event of default occurs.

The Company believes the LTV ratio is the critical credit quality indicator for the secured loans made by BAC. In 
estimating the realizable value of a collector car pledged as collateral for a loan, the Company relies on management's 
expertise in the collector car market and considers an array of factors impacting the current and expected future value of 
the car including the year, make, model, mileage, history, and in the case of classic cars provenance, quality of restoration 
(if applicable), and originality of body, chassis and mechanical components, and comparable market transaction values. 
All loans are secured by the underlying collateral.

As of December 31, 2022, the Company's net notes receivable balance was $37.4 million, of which $25.5 million was 
classified within current assets and $11.9 million was classified within long-term assets on the Consolidated Balance 
Sheets. The classification of a loan as current or non-current takes into account the contractual maturity date of the loan, 
as well as the likelihood of renewing the loan on or before its contractual maturity date.

The table below provides the aggregate LTV ratio for the Company's loan portfolio as of December 31, 2022:

December 31,
2022

in thousands
Secured loans $ 37,427 
Estimate of collateral value $ 75,802 
Aggregate LTV ratio  49.4 %

The Company considers a loan to be past due when interest payments are not paid within 10 days of the monthly due date, 
or if principal payments are not paid by the contractual maturity date. There were no past due loans as of December 31, 
2022.
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A loan is considered to be impaired if management determines that it is probable that a portion of the principal and 
interest owed by the borrower will not be recovered after taking into account the estimated realizable value of the 
collateral securing the loan, as well as the ability of the borrower to repay any shortfall between the value of the collateral 
and the amount of the loan. The determination of whether a specific loan is impaired, and the amount of any required 
allowance, is based on the facts available to management and is reevaluated and adjusted as additional facts become 
known. If a loan is considered to be impaired, finance revenue is no longer recognized and steps are taken to restructure or 
take possession of the collateral. If necessary, bad debt expense is recorded for any principal or accrued interest that is 
deemed uncollectible. As of December 31, 2022, there were no impaired loans outstanding.

Allowance for Loan Losses

The Company and management do not believe there is a material risk of loan loss based on the aggregate LTV ratio of 
49.4% and, to a lesser extent, its understanding of the creditworthiness of the borrowers. Therefore, as of December 31, 
2022, there is no allowance for loan losses recorded.

6 — Property and Equipment

The following table summarizes the carrying value of the Company's property and equipment.

December 31,
2022 2021

in thousands
Land and land improvements $ 930 $ 930 
Buildings  1,200  1,748 
Leasehold improvements  9,299  10,309 
Furniture and equipment  13,194  15,121 
Computer equipment and software  21,698  20,405 
Automobiles  791  738 

Total property and equipment $ 47,112 $ 49,251 
Less: accumulated depreciation  (21,856)  (20,888) 

Property and equipment, net $ 25,256 $ 28,363 

Property and equipment depreciation expense was $6.6 million and $6.4 million for the years ended December 31, 2022 
and 2021, respectively.

7 — Leases

The following table summarizes the components of the Company's operating lease expense:

Year Ended 
December 31,

2022
in thousands

Operating lease expense (1) $ 10,737 
Short-term lease expense (1)  187 
Variable lease expense (1) (3)  3,943 
Sublease revenue (2)  (156) 

Lease cost, net $ 14,711 
(1) Classified within "General and administrative services" on the Consolidated Statements of Operations.
(2) Classified within "Membership, marketplace and other revenue" on the Consolidated Statements of Operations.
(3) Amounts include payments for maintenance, taxes, insurance and payments affected by the CPI.

TABLE	OF	CONTENTS

80



Supplemental balance sheet information related to operating leases is as follows:

December 31,
2022

in thousands
Operating lease ROU assets $ 82,398 

Other current liabilities  7,556 
Operating lease liabilities  80,772 

Total operating lease liabilities $ 88,328 

Other Supplemental Information
ROU assets obtained in exchange for new operating lease liabilities (in thousands) (1) $ 82,398 
Gains (losses) on sales and leaseback transactions, net (in thousands) $ 4,314 
Weighted-average lease term 10.23
Weighted-average discount rate  5.5 %

(1) Includes the transition adjustment of $72.8 million for operating lease ROU assets recorded as of January 1, 2022, upon adoption ASC 842.

The following table summarizes information about the amount and timing of our future operating lease commitments as of 
December 31, 2022:

in thousands
2023 $ 12,129 
2024  12,206 
2025  11,765 
2026  11,176 
2027  10,984 
Thereafter  58,530 

Total lease payments  116,790 
Less: imputed interest  (28,462) 

Total lease liabilities $ 88,328 

The following table summarizes future minimum rental payments due under our operating leases in accordance with 
Topic 840 as of December 31, 2021:

in thousands
2022 $ 9,068 
2023  8,783 
2024  8,587 
2025  8,451 
2026  7,936 
Thereafter  53,940 

Total $ 96,765 

Total rent expense for the year ended December 31, 2021 was $7.4 million.

During the year ended December 31, 2022, the Company recognized an impairment charge of $4.7 million related to 
operating lease ROU assets, which was recorded within "Restructuring, impairment and related charges, net" in the 
Consolidated Statements of Operations. Refer to Note 14 — Restructuring, Impairment and Related Charges for 
additional information.
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8 — Business Combination

On December 2, 2021, through The Hagerty Group, the Company completed the Business Combination pursuant to the 
Business Combination Agreement with Aldel and Merger Sub, with The Hagerty Group surviving as a subsidiary of the 
Company immediately following the Business Combination. In connection with the closing of the Business Combination, 
the registrant changed its name from Aldel Financial Inc. to Hagerty, Inc. 

Pursuant to the terms of the Business Combination Agreement, (1) Merger Sub was merged with and into The Hagerty 
Group, whereupon the separate limited liability company existence of Merger Sub ceased to exist and The Hagerty Group 
became the surviving company and continues to exist under the Delaware Limited Liability Company Act and (2) the 
existing limited liability company agreement of The Hagerty Group was amended and restated to, among other things, 
make Aldel a member of The Hagerty Group. 

As outlined within the Business Combination Agreement, certain accredited investors or qualified institutional buyers (the 
"PIPE Investors") entered into the Subscription Agreement, pursuant to which the PIPE Investors agreed to purchase 
70,385,000 shares (the "PIPE Shares") of the Company’s Class A Common Stock and 12,669,300 warrants to purchase 
shares of Class A Common Stock (the "PIPE Warrants" and, together with the PIPE Shares, the "PIPE Securities") for an 
aggregate purchase price of $703.9 million. The sale of the PIPE Securities was consummated concurrently with the 
Closing.

In connection with the consummation of the Business Combination:

• all of the existing limited liability company interests of The Hagerty Group held by HHC were converted into (1) 
$489.7 million in cash, (2) 176,033,906 Hagerty Group Units, and (3) 176,033,906 shares of Class V Common 
Stock;

• all of the existing limited liability company interests of The Hagerty Group held by Markel were converted into 
(1) 75,000,000 Hagerty Group Units, and (2) 75,000,000 shares of Class V Common Stock of the Company;

• 3,005,034 shares of Aldel's 11,500,000 Class A Common Stock subject to redemption were redeemed, resulting in 
8,494,966 Class A Common Stock still outstanding;

• all of the 2,875,000 outstanding shares of Aldel's Class B Common Stock were converted into shares of Class A 
Common Stock on a one-for-one basis; and

• 572,500 outstanding shares of Aldel's Class A Common Stock became Hagerty Class A Common Stock.

Immediately after giving effect to the Business Combination, there were 82,327,466 shares of Hagerty Class A Common 
Stock outstanding, 251,033,906 shares of Hagerty Class V Common Stock outstanding and 20,005,550 warrants 
outstanding which can be converted on a one-for-one basis to Class A Common Stock. Refer to Note 20 — Warrant 
Liabilities for additional information on the Company's warrants. 

Following the Closing, the Company is organized as a C corporation and owns an equity interest in The Hagerty Group in 
what is commonly known as an "Up-C" structure in which substantially all of the assets and liabilities of the Company are 
held by The Hagerty Group.

In connection with the Business Combination, the Company incurred direct and incremental costs of approximately 
$41.9 million, consisting of primarily investment banking, insurance and professional fees, of which $32.6 million were 
recorded as a reduction of "Additional paid-in capital" within the Consolidated Balance Sheets.

In connection with the Business Combination, Hagerty, Inc. entered into the TRA with the Legacy Unit Holders. The 
TRA provides for payment to the Legacy Unit Holders of 85% of the U.S. federal, state and local income tax savings 
realized by Hagerty, Inc. as a result of the increases in tax basis and certain other tax benefits related to the transactions 
contemplated under the Business Combination Agreement upon the exchange of Hagerty Group Units and Class V 
Common Stock for Class A Common Stock and Hagerty Group Units or cash. Refer to Note 22 — Taxation for additional 
information related to the TRA.
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The following table is a summary of the cash inflows and outflows related to the Business Combination:

Business 
Combination
in thousands

Cash in trust, net of redemptions $ 85,811 
Cash, PIPE  703,850 
Less: transaction costs and advisory fees  (41,859) 
Less: cash consideration to HHC at Closing  (489,661) 

Net cash received from Business Combination $ 258,141 

9 — Acquisitions and Investments

Broad Arrow Acquisition

In January 2022, Hagerty entered into a joint venture with Broad Arrow, pursuant to which Hagerty invested 
$15.3 million in cash in exchange for equity ownership of approximately 40% of Broad Arrow. The Company followed 
equity method accounting for its investment in Broad Arrow with the carrying amount included within "Equity method 
investments" on the Consolidated Balance Sheets as of June 30, 2022 and the Company's share of income (loss) within 
"Income (loss) from equity method investment, net of tax" on the Consolidated Statements of Operations.

In August 2022, the Company acquired the remaining 60% outstanding equity interest of Broad Arrow from the former 
Broad Arrow shareholders (the "Contributors"), in exchange for equity consideration ("Broad Arrow Acquisition"). The 
equity consideration consisted of Class A Common Stock and Hagerty Group Units. The number of Class A Common 
Stock shares and Hagerty Group Units issued was calculated using a 20 day Volume Weighted Average Stock Price of 
Hagerty, Inc. prior to the closing date on August 16, 2022, pursuant to the Contribution and Exchange Agreement. The 
fair value of the purchase consideration of $73.3 million was calculated based on the Hagerty, Inc. stock price of $13.47 
as of the closing date in accordance with ASC 820. As a result of the Broad Arrow Acquisition, the Company and Broad 
Arrow expect to further leverage their respective product offerings and continue to build Marketplace.

Fair Value of Consideration Transferred

The Broad Arrow Acquisition is being accounted for as a business combination achieved in stages (i.e., a step 
acquisition), in accordance with ASC 805-10-25. The following table summarizes the fair value of Broad Arrow as of the 
date of the Broad Arrow Acquisition (in thousands):

Total equity consideration $ 73,253 
Fair value of previously held equity interest in Broad Arrow (1)  48,309 

Total consideration and value to be allocated to net assets $ 121,562 
(1) The Broad Arrow Acquisition is considered a step acquisition, and accordingly, the Company remeasured its pre-existing 40% equity interest in 

Broad Arrow immediately prior to completion of the acquisition to its estimated fair value of approximately $48.3 million, which was derived 
from the Hagerty, Inc. stock price of $13.47 as of the close date and thus represents a Level 1 fair value measurement. As a result of the 
remeasurement, the Company recorded a net gain of approximately $34.7 million within the Consolidated Statements of Operations for the year 
ended December 31, 2022, representing the excess of the approximate $48.3 million estimated fair value of its pre-existing 40% equity interest 
over its transaction date carrying value of approximately $13.6 million.
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Allocation of Consideration Transferred

The following table summarizes the preliminary purchase consideration and the purchase price allocation to fair values of 
the identifiable assets acquired and liabilities assumed as of the date of the Broad Arrow Acquisition:

Notes receivable (1) $ 21,594 
Intangible assets, net (2)  3,100 
Other assets (3)  11,756 
Other liabilities (4)  (13,449) 

Total identifiable net assets acquired  23,001 
Goodwill  98,561 

Total consideration and value to be allocated to net assets $ 121,562 

(1) Broad Arrow makes term loans, particularly to high net worth clients and businesses, that are secured by collector vehicles. The carrying value 
of the acquired loans approximate their fair value due to the typical short-term maturity and market rate of interest associated with most loans. 
Refer to Note 5 — Notes Receivable for additional information with respect to the Notes receivable acquired.

(2) The fair value of identifiable intangible assets is a Level 3 fair value measurement, estimated using significant assumptions that are not 
observable in the market through the use of a discounted cash flow model with inputs including discount rate and terminal growth rate as well as 
return on assets. Identifiable intangible assets consists of trade names of $3.1 million with a 5-year estimated useful life.

(3) Other assets includes $6.2 million of Prepaid expenses and other non-current assets, $2.8 million of cash acquired and $2.6 million of Accounts 
receivable.

(4) Other liabilities includes a $7.0 million Note payable, $5.3 million of Contract liabilities and $0.7 million of Accounts payable.

The excess of the purchase price over the aggregate estimated fair values of identifiable assets acquired and liabilities 
assumed was recorded as goodwill. The goodwill recognized is primarily a result of the expected enhancement of 
Marketplace through Broad Arrow's various service offerings, including buying, selling and financing of collector cars 
through classified listings, auctions and facilitating private sales, as well as the assembled workforce and various other 
factors. The Company recognized $0.9 million of acquisition related expenses associated with the Broad Arrow 
Acquisition in its Consolidated Statements of Operations for the year ended December 31, 2022. 

The acquisition of Broad Arrow was not material to the Company's Consolidated Statements of Operations. Therefore, pro 
forma results of operations related to this acquisition have not been presented. As Broad Arrow is now a wholly-owned 
subsidiary of the Company, the Company now consolidates the results of Broad Arrow in accordance with ASC 810, and 
the financial results of Broad Arrow have been included within the Company's Consolidated Financial Statements since 
the acquisition date. The Company's Consolidated Statements of Operations include total revenue and income before taxes 
of approximately $10.8 million and $0.9 million, respectively, attributable to Broad Arrow since the acquisition date.

Speed Digital Acquisition

In April 2022, Hagerty acquired Speed Digital LLC ("Speed Digital") for a purchase price of $15.0 million. The Company 
paid $7.5 million at closing with an additional two annual installments of $3.75 million each to be paid in 2023 and 2024. 
Speed Digital was previously wholly owned indirectly by Robert Kauffman, a director on the Company's Board, who will 
receive 100% of the proceeds of the purchase price. Speed Digital operates a SaaS business primarily serving collector car 
dealers and auction houses, and an advertising and content syndication platform, which includes Motorious.com. The 
Company acquired Speed Digital to enhance the Marketplace business to establish relationships with their dealer partners 
and facilitate growth in Marketplace products; augment the Company's automotive intelligence data; and allow 
Motorious.com to drive audience engagement, content distribution, and advertising revenue.

Other Acquisitions

Lastly, during the years ended December 31, 2022 and 2021, the Company completed various acquisitions, which had an 
aggregate purchase price of $7.0 million and $15.4 million, respectively. These acquisitions resulted in cash 
disbursements of $6.1 million during the year ended December 31, 2022, net of cash acquired.
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10 — Goodwill and Intangible Assets

Goodwill

The following is a reconciliation of the changes in the Company's goodwill for the periods specified below:

2022 2021
in thousands

Goodwill as of January 1, $ 11,488 $ 4,745 
Goodwill resulting from acquisition (1)  103,553  6,743 
Goodwill as of December 31, $ 115,041 $ 11,488 

(1) Goodwill resulting from acquisitions for the year ended December 31, 2022 includes $98.6 million related to the Broad Arrow Acquisition. Refer 
to Note 9 — Acquisitions and Investments for additional information.

Intangible Assets

The cost and accumulated amortization of intangible assets as of December 31, 2022 and 2021 are as follows:

Weighted 
Average Useful 

Life
December 31,

2022 2021
in thousands

Insurance policy renewal rights 9.9 $ 17,282 $ 17,557 
Internally developed software 3.1  109,764  76,865 
Trade names and trademarks 14.0  12,541  5,004 
Relationships and customer lists 15.4  13,890  5,652 
Other 4.4  1,434  1,464 

Intangible assets  154,911  106,542 
Less: accumulated amortization  (50,887)  (30,371) 

Intangible assets, net $ 104,024 $ 76,171 

Intangible asset amortization expense was $21.8 million and $12.8 million for the years ended December 31, 2022 and 
2021 respectively.

The estimated future aggregate amortization expense as of December 31, 2022 is as follows (in thousands):

2023 $ 29,663 
2024  26,714 
2025  17,746 
2026  8,671 
2027  3,742 
Thereafter  17,488 

Total $ 104,024 
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11 — Provision for Unpaid Losses and Loss Adjustment Expenses

The following table presents the provision for unpaid losses and loss adjustment expenses at December 31, 2022 and 2021:

Year Ended December 31,
2022 2021

in thousands
Outstanding losses reported $ 65,981 $ 38,207 
IBNR  44,917  36,662 

Net reserves for unpaid losses and loss adjustment expenses $ 110,898 $ 74,869 
Reinsurance recoverables  843  — 

Gross reserves for unpaid losses and loss adjustment expenses $ 111,741 $ 74,869 

The following table presents a reconciliation of beginning and ending provision for unpaid losses and loss adjustment expenses, net of amounts recoverable from 
reinsurers:

Year Ended December 31,
2022 2021

in thousands
Gross unpaid losses and loss adjustment expenses, beginning of year $ 74,869 $ 54,988 

Less: Reinsurance recoverable  —  — 
Net unpaid losses and loss adjustment expenses, beginning of the year $ 74,869 $ 54,988 
Incurred losses and loss adjustment expenses:

Current accident year $ 186,478 $ 132,481 
Prior accident year (1)  (4,076)  (10,401) 

Total incurred losses and loss adjustment expenses $ 182,402 $ 122,080 
Payments:

Current accident year $ 109,555 $ 76,559 
Prior accident year  36,803  25,656 

Total payments $ 146,358 $ 102,215 
Effect of foreign currency rate changes  (15)  16 
Net reserves for losses and loss adjustment expenses, end of year $ 110,898 $ 74,869 

Reinsurance recoverables  843  — 
Gross reserves for losses and loss adjustment expenses, end of year $ 111,741 $ 74,869 

(1) In both years presented, prior accident year development reflects lower than originally estimated incurred claims related to frequency and severity in accident years 2017 to 2021.
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In updating Hagerty Re's loss reserve estimates, inputs are considered and evaluated from many sources, including actual claims data, the performance of prior 
reserve estimates, observed industry trends, and internal review processes, including the views of the Company’s actuary. These inputs are used to improve 
evaluation techniques and to analyze and assess the change in estimated ultimate losses for each accident year by line of business. These analyses produce a range 
of indications from various methods, from which an actuarial point estimate is selected.

Hurricane Ian was a significant catastrophic event that occurred during the third quarter of 2022 generating losses to Hagerty Re of $15.3 million. Our catastrophe 
reinsurance program provided recovery of $5.3 million in losses in excess of our $10.0 million retention. As of December 31, 2022, the Company had outstanding 
reinsurance recoverables of $1.4 million, all related to Hurricane Ian. The Company incurred a reinstatement premium of $0.7 million in connection with our 
catastrophe reinsurance treaty following the Hurricane Ian claim. 

Additionally, the Company strengthened reserves for U.S. auto liability by $6.5 million for the 2022 accident year. Liability claims severity in this line has been 
increasing across the industry and the Company in 2022.

In determining management’s best estimate of the reserves for losses and loss adjustment expenses as of December 31, 2022 and 2021, consideration was given 
both to the actuarial point estimate and a number of other internal and external factors, including:

• the uncertainty around inflationary costs, both economic and social inflation;

• estimates of expected losses through the use of historical loss data;

• the changing mix of business due to large growth in modern collectible cars which carry a different risk profile than the risks associated with classic cars; 

• legislative and judicial changes in the jurisdictions in which the company writes insurance, and

• management's industry experience.

The following factors are relevant to the additional information included in the tables following: 

• Table organization: The tables are organized by accident year and include policies written on an occurrence basis.

• Groupings: Reserves for losses and loss adjustment expenses are grouped by line of business. The Company believes that losses included in each line of 
business have homogenous risk characteristics with similar development patterns and would generally be subject to similar trends.

• Claim counts: The Company considers a reported claim to be one claim for each claimant for each loss occurrence.

• Limitations: There are limitations that should be considered on the reported claim count data in the tables below, including: claim counts are presented 
only on a reported (not an ultimate) basis. 

The following table presents a summary of total gross reserves for losses and loss adjustment expenses by line of business for the periods specified below:

December 31,
2022 2021

in thousands
Auto $ 111,575 $ 74,573 
Marine  166  296 
Total gross reserves for losses and loss adjustment expenses $ 111,741 $ 74,869 

TABLE	OF	CONTENTS

87



The following tables present incurred losses and loss adjustment expenses, by accident year, undiscounted and net of reinsurance recoveries.

a) Auto

(dollars in thousands)

Reserves for Losses 
and Loss Adjustment 

Expenses Incurred 
But Not Reported 

Cumulative Number 
of Reported Claims Reporting Years Ended December 31,

Accident Year 2017* 2018* 2019* 2020* 2021* 2022 As of December 31, 2022
2017 $ 18,594 $ 18,594 $ 18,594 $ 18,594 $ 18,409 $ 18,284 $ 44  11,031 
2018  40,422  40,287  40,287  37,516  37,491  3  20,641 
2019  63,642  63,642  59,660  59,660  631  23,780 
2020  90,110  86,608  85,111  2,833  27,092 
2021  131,643  129,259  9,215  35,116 
2022  186,073  32,056  36,604 

Total $ 515,878 $ 44,782 154,264
Cumulative paid losses and loss adjustment expenses from the table below  (405,131)  — 
Reserves for losses and loss adjustment expenses before 2017, net of reinsurance  —  — 
Effect of foreign currency rate changes  (15)  (15) 
Reserves for losses and loss adjustment expenses, undiscounted and net of reinsurance $ 110,732 $ 44,767 

Cumulative paid losses and loss adjustment expenses by accident year (in thousands):

As of December 31,
Accident Year 2017* 2018* 2019* 2020* 2021* 2022
2017 $ 11,410 $ 16,655 $ 17,442 $ 17,530 $ 17,897 $ 18,122 
2018  23,915  34,992  35,899  36,414  36,807 
2019  37,910  51,491  55,617  57,393 
2020  53,167  73,402  78,079 
2021  75,933  105,475 
2022  109,255 

Total $ 405,131 

*Unaudited required supplemental information.
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b) Marine:

(dollars in thousands)

Reserves 
for Losses and 

Loss Adjustment 
Expenses 

Incurred But 
Not Reported 

Cumulative 
Number of 
Reported 
Claims Reporting Years Ended December 31,

Accident Year 2017* 2018* 2019* 2020* 2021* 2022 As of December 31, 2022
2017 $ 198 $ 198 $ 198 $ 198 $ 183 $ 183 $ —  124 
2018  437  437  437  489  514  —  189 
2019  893  893  835  835  —  192 
2020  915  975  1,002  16  205 
2021  854  757  44  210 
2022  405  90  114 

Total $ 3,696 $ 150  1,034 
Cumulative paid losses and loss adjustment expenses from the table below  (3,530)  — 
Reserves for losses and loss adjustment expenses before the 2017 accident year  —  — 
Reserves for losses and loss adjustment expenses, undiscounted and net of reinsurance $ 166 $ 150 

Cumulative paid losses and loss adjustment expenses by accident year (in thousands): 

Accident Year 2017* 2018* 2019* 2020* 2021* 2022
2017 $ 138 $ 183 $ 183  182 $ 182 $ 183 
2018  332  426  425  431  514 
2019  514  828  835  835 
2020  568  967  985 
2021  625  713 
2022  300 

Total $ 3,530 

*Unaudited required supplemental information.
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The following table presents supplementary information about average historical claims duration as of December 31, 2022 based on the cumulative incurred and 
paid losses and allocated loss adjustment expenses presented above.

Average Annual Percentage of Payout of Incurred Claims by Age (in Years), Net of 
Reinsurance 

unaudited Year 1 Year 2 Year 3 Year 4 Year 5 Year 6
Auto  62.4 %  21.0 %  8.8 %  3.6 %  1.6 %  1.4 %
Marine  77.9 %  21.4 %  0.9 %  (0.3) %  — %  — %
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12 — Reinsurance

Hagerty Re purchases catastrophe reinsurance to protect held capital from large catastrophic events and to provide 
earnings protection and stability. As of December 31, 2022, Hagerty Re's program provides $100.0 million of excess of 
loss coverage per event retention of $10.0 million. The top layer ($10.0 million excess of $90.0 million) can also be used 
to provide $10.0 million of aggregate catastrophe protection attaching after $12.5 million of annual catastrophe loss. The 
Company retains 25% of the liability of this top and aggregate cover. It is the Company’s intention to renew the program 
annually after adjusting for portfolio growth.

Hagerty Re renegotiated its catastrophe reinsurance coverage effective January 1, 2023. The 2023 program splits 
catastrophe exposure between accounts with total insured values ("TIV") up to $5.0 million, which are afforded 
$105.0 million of coverage excess of a per event retention of $25.0 million in two layers; $25.0 million excess of 
$25.0 million and $55.0 million excess of $50.0 million. Accounts with TIV of $5.0 million and above will be covered by 
a separate catastrophe program which provides $30.0 million excess of per event retention of $9.0 million in one layer; 
$21.0 million excess of $9.0 million.

Reinsurance contracts do not relieve Hagerty Re from its primary liability to the ceding carriers according to the terms of 
its reinsurance treaties. Failure of reinsurers to honor their obligations could result in additional losses to Hagerty Re. 
Hagerty Re evaluates the financial condition of its reinsurers and monitors concentration of credit risk arising from its 
exposure to individual reinsurers. All of Hagerty Re's reinsurers have an A.M. Best rating of A- (excellent) or better, or 
fully collateralize their maximum obligation under the treaty.

13 — Statutory Capital and Surplus

Dividend Restrictions — Under Bermuda law, Hagerty Re is prohibited from declaring or making payment of a dividend 
if it fails to meet its minimum solvency margin or minimum liquidity ratio. Prior approval from the Bermuda Monetary 
Authority ("BMA") is also required if Hagerty Re's proposed dividend payments would exceed 25% of its prior year-end 
total statutory capital and surplus. The amount of dividends which could be paid in 2023 without prior approval is 
$32.9 million.

Capital Restrictions — In Bermuda, Hagerty Re is subject to the Bermuda Solvency Capital Requirement ("BSCR") 
administered by the BMA. No regulatory action is taken if an insurer’s capital and surplus is equal to or in excess of its 
enhanced capital requirement determined by the BSCR model. In addition, the BMA has established a target capital level 
for each insurer, which is 120% of the enhanced capital requirement. Hagerty Re maintained sufficient statutory capital 
and surplus to comply with regulatory requirements as of December 31, 2022.

Statutory Financial Information — Hagerty Re prepares its statutory financial statements in conformity with the 
accounting principles set forth in Bermuda in The Insurance Act 1978, amendments thereto and related regulations. As of 
December 31, 2022 and 2021, the general business statutory capital and surplus of the Company was $131.7 million and 
$107.3 million, respectively, and the general business statutory net income of Hagerty Re was $24.4 million and 
$25.2 million for the years ended December 31, 2022 and 2021, respectively.

14 — Restructuring, Impairment and Related Charges

In 2022, management approved an initiative to increase operational efficiencies and flexibility by transitioning to a 
"remote first" work model for employees. This initiative primarily included the rationalization of the Company's office 
space throughout the U.S., Canada and the U.K. and, as a result, during the year ended December 31, 2022, the Company 
recognized an impairment charge of $4.7 million related to operating lease ROU assets, as well as a loss on disposal of 
assets of $1.5 million related to leasehold improvements associated with the impaired leases, all of which was recorded 
within "Restructuring, impairment and related charges, net" in the Consolidated Statements of Operations. This initiative 
was substantially complete in 2022.

Additionally, in the fourth quarter of 2022, the Board approved a voluntary retirement program ("VRP") as well as a 
reduction in force ("RIF"). The Company recorded restructuring charges related to the VRP and RIF of $12.2 million 
during the year ended December 31, 2022, of which $4.2 million was related to the VRP and $8.0 million was related to 
the RIF and all of which was recorded within "Restructuring, impairment and related charges, net" in the Consolidated 
Statements of Operations.
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The following is a reconciliation of the restructuring liability which is included within "Accrued expenses and other 
current liabilities" on the Consolidated Balance Sheets. These costs are expected to be settled in the first quarter of 2023.

in thousands
Balance at December 31, 2021 $ — 

Costs incurred and charged to expense  18,324 
Costs paid or otherwise settled  (8,854) 

Balance at December 31, 2022 $ 9,470 

15 — Fair Value Measurements

Hagerty measures and discloses fair values in accordance with the provisions of ASC 820. The Company’s significant fair 
value measurements primarily relate to interest rate swaps, warrant liabilities, and fixed income investments. The 
Company uses valuation techniques based on inputs such as observable data, independent market data and/or 
unobservable data. Additionally, Hagerty makes assumptions in valuing its assets and liabilities, including assumptions 
about risk and the risks inherent in the inputs to the valuation techniques.

The Company classifies fair value measurements within one of three levels in the fair value hierarchy. The level assigned 
to a fair value measurement is based on the lowest level input that is significant to the fair value measurement in its 
entirety. Assessing the significance of a particular input requires judgment. The three levels of the fair value hierarchy are 
as follows:

• Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities that are accessible at the 
measurement date. Active markets are those in which transactions for the asset or liability occur with sufficient 
frequency and volume to provide pricing information on an ongoing basis.

• Level 2 — Inputs other than quoted prices included within Level 1 that are either directly or indirectly observable 
for substantially the full term of the asset or liability.

• Level 3 — Unobservable inputs that management believes are predicated on the assumptions market participants 
would use to measure the asset or liability at fair value.

The Company's policy is to recognize significant transfers between levels at the end of the reporting period.

Recurring fair value measurements

Interest rate swaps

Interest rate swaps are determined to be Level 2 within the fair value hierarchy. The significant inputs, such as the SOFR 
forward curve, of interest rate swaps are considered observable market inputs. The Company monitors the credit and 
nonperformance risk associated with its counterparty and believes them to be insignificant. Refer to Note 17 — Interest 
Rate Swaps for additional information.

Warrant liabilities

The Company's 5,750,000 Public Warrants are Level 1 within the fair value hierarchy as they are measured utilizing 
quoted market prices. The Company has determined that its private warrants are Level 3 within the fair value hierarchy. 
The Company's private warrants include 257,500 Private Placement Warrants, 28,750 Underwriter Warrants, 1,300,000 
OTM Warrants and 12,147,300 PIPE Warrants. The Company utilizes a Monte Carlo simulation model to measure the fair 
value of the private warrants. The Company’s Monte Carlo simulation model includes assumptions related to the expected 
stock-price volatility, expected term, dividend yield and risk-free interest rate. Refer to Note 20 — Warrant Liabilities for 
additional information.
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The following table summarizes the significant inputs in the valuation model as of December 31, 2022:

Inputs

Private 
Placement 
Warrants

Underwriter 
Warrants

OTM 
Warrants

PIPE 
Warrants

Exercise price $11.50 $11.50 $15.00 $11.50
Common stock price $8.41 $8.41 $8.41 $8.41
Volatility 47.7% 47.7% 45.0% 47.7%
Expected term of the warrants 3.92 3.92 8.93 3.92
Risk-free rate 4.10% 4.10% 3.90% 4.10%
Dividend yield $— $— $— $—

The Company estimates the volatility of its common stock based on factors including, but not limited to, implied volatility 
of the Public Warrants, the historical performance of comparable companies, and management's understanding of the 
volatility associated with similar instruments of other entities. 

The risk-free rate is based on the yield of the U.S. Treasury Constant Maturity for a term that approximates the expected 
remaining life, which is assumed to be the remaining contractual term, of the warrants. 

The dividend rate is based on the Company’s historical rate, which the Company anticipates to remain at zero.

The fair value of the Company's financial assets and liabilities measured at fair value on a recurring basis at December 31, 
2022 and 2021, is shown in the table below:

Fair Value Measurements
Total Level 1 Level 2 Level 3

in thousands
December 31, 2022

Financial Assets
Interest rate swaps $ 3,294 $ — $ 3,294 $ — 

Total $ 3,294 $ — $ 3,294 $ — 

Financial Liabilities
Public warrants $ 12,880 $ 12,880 $ — $ — 
Private placement warrants  673  —  —  673 
Underwriter warrants  75  —  —  75 
OTM warrants  4,706  —  —  4,706 
PIPE warrants  27,227  —  —  27,227 

Total $ 45,561 $ 12,880 $ — $ 32,681 

December 31, 2021
Financial Assets
Interest rate swaps $ 531 $ — $ 531 $ — 

Total $ 531 $ — $ 531 $ — 

Financial Liabilities
Public warrants $ 25,243 $ 25,243 $ — $ — 
Private placement warrants  1,248  —  —  1,248 
Underwriter warrants  139  —  —  139 
OTM warrants  6,849  —  —  6,849 
PIPE warrants  55,887  —  —  55,887 

Total $ 89,366 $ 25,243 $ — $ 64,123 
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The following table presents a reconciliation of the Company's warrant liabilities that are classified as Level 3 within the 
fair value hierarchy for the years ended December 31, 2022 and 2021:

Private 
Placement 
Warrants

Underwriter 
Warrants

OTM 
Warrants

PIPE 
Warrants Total

in thousands
Balance at December 31, 2020 $ — $ — $ — $ — $ — 

Issuance of warrant liabilities  460  51  2,899  31,800  35,210 
Change in fair value of warrant liabilities  788  88  3,950  24,087  28,913 

Balance at December 31, 2021  1,248  139  6,849  55,887  64,123 
Change in fair value of warrant liabilities  (575)  (64)  (2,143)  (26,754)  (29,536) 
Exercise of warrants  —  —  —  (1,906)  (1,906) 

Balance at December 31, 2022 $ 673 $ 75 $ 4,706 $ 27,227 $ 32,681 

Fixed Income Investments

The Company has fixed income investments that consist of Canadian Sovereign, Provincial and Municipal fixed income 
securities held in a trust account to meet the requirements of a third-party insurer, Aviva, in connection with Hagerty Re's 
reinsurance agreement. 

The Company classifies its fixed income investments in connection with its reinsurance agreement as held-to-maturity, as 
the Company has the intent and ability to hold these investments to maturity. The Company has determined that its fixed 
income investments are Level 2 within the fair value hierarchy, as these investments are valued using observable inputs 
such as quoted prices for similar assets at the measurement date. 

The following table discloses the fair value and related carrying amount of fixed income investments held within Hagerty 
Re's as of December 31, 2022 and 2021:

Carrying 
Amount

Estimated Fair 
Value

in thousands
December 31, 2022

Fixed income securities, short-term $ 6,296 $ 6,205 
Fixed income securities, long-term  6,690  6,316 

Total $ 12,986 $ 12,521 

December 31, 2021
Fixed income securities, short-term $ 1,189 $ 1,188 
Fixed income securities, long-term  9,596  9,476 

Total $ 10,785 $ 10,664 

The Company has reviewed the portfolio for other than temporary impairments and concluded that no impairment exists 
as of December 31, 2022 or 2021. The Company did not record any gains or losses on these securities during the years 
ended December 31, 2022 or 2021.
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16 — Debt

As of the indicated dates, the principal amount of Hagerty's debt consisted of the following:

December 31,
2022 2021

in thousands
Credit Facility $ 105,000 $ 135,500 
Notes payable  3,280  1,000 

Total debt outstanding $ 108,280 $ 136,500 
Less: current portion — (1,000)

Total long-term debt outstanding $ 108,280 $ 135,500 

Credit Facility — In September 2022 and December 2022, The Hagerty Group entered into the Fourth and Fifth 
Amendment to Amended and Restated Credit Agreement ("Credit Agreement"), respectively, which amended the terms of 
its revolving credit facility ("Credit Facility") with JPMorgan Chase Bank, N.A., as administrative agent, and the other 
financial institutions party thereto from time to time as lenders. The amendments primarily included definition updates, 
accommodating draws in the British Pound ("GBP") and the Euro ("EUR"), transitioning the pricing terms from LIBOR 
to Term SOFR and changes to the financial covenants.

The aggregate amount of commitments available to the Company under the Credit Facility is $230.0 million. The Credit 
Agreement also provides for an uncommitted incremental facility under which the Company may request one or more 
increases in the amount of the commitments available under the Credit Facility in an aggregate amount not to exceed 
$50.0 million. Additionally, the Credit Agreement also provides for the issuance of letters of credit of up to $25.0 million 
and borrowings in GBP and EUR of up to $25.0 million in the aggregate.

The current term of the Credit Agreement expires in October 2026 and may be extended by one year on an annual basis if 
agreed to by the Company and the lenders party thereto. Any unpaid balance on the Credit Facility is due at maturity.

The Credit Facility accrues interest at the Term SOFR Rate plus an applicable margin determined by the Company's net 
leverage ratio for the preceding period (as defined in the Credit Agreement). The effective borrowing rate was 6.57% and 
1.61% as of December 31, 2022 and 2021, respectively.

The Credit Facility borrowings are collateralized by Company assets, except for the assets of the Company’s U.K., 
Bermuda and German subsidiaries and the non-wholly owned subsidiaries of MHH. 

Under the Credit Agreement, the Company is required, among other things, to meet certain financial covenants (as defined 
in the Credit Agreement), including a fixed charge coverage ratio and a leverage ratio. As of December 31, 2022, the 
Company was in compliance with the financial covenants under the Credit Agreement.

Notes Payable 

In October and November 2022, the Company entered into notes payable agreements in the U.K., which are used to fund 
notes receivable within our Marketplace financing operations and are secured by the underlying vehicles. As of 
December 31, 2022, the outstanding balance on the notes payable was $3.3 million. The notes payable accrue interest at 
fixed rates ranging from 7.0% to 8.5% and are due in 2024. 

The Company had a $2.0 million note payable related to a business combination for the future purchase installment 
payments, with a fixed interest rate of 3.25%. The note was paid in two equal installments, $1.0 million of which was paid 
in 2021. The note payable matured March 1, 2022 at which time the second installment of $1.0 million was due.

Letters of Credit — The Company authorized four letters of credit for a total of $11.6 million for operational purposes 
related to Section 953(d) tax structuring election and lease down payment support. 

17 — Interest Rate Swaps

Hagerty's interest rate swap agreements are used to fix the interest rate on a portion of the Company's existing variable 
rate debt to reduce the exposure to interest rate fluctuations. The notional amounts of the interest rate swap agreements are 
used to measure interest to be paid or received and do not represent the amount of exposure to credit loss. The differential 
paid or received on the interest rate swap agreements is recognized as an adjustment to interest expense within "Interest 
and other income (expense)" in the Consolidated Statements of Operations.
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As of December 31, 2022 the Company had one outstanding interest rate swap, which was entered into in December 2020, 
with an original notional amount of $35.0 million. In September 2022, the interest rate swap was amended to replace 
LIBOR with Term SOFR and the fixed swap rate is now 0.81%. The estimated fair value of interest rate swap is included 
within either "Prepaid expenses and other non-current assets" or "Other long-term liabilities" on the Consolidated Balance 
Sheets and the change in fair value is recorded within "Derivative instruments" in the Consolidated Statements of 
Comprehensive Income (Loss).

As of December 31, 2021, the Company had an additional interest rate swap outstanding, which was entered into in March 
2017, with an original notional amount of $15.0 million at a fixed swap rate of 2.20%. The interest rate swap matured in 
March 2022.

In accordance with ASC 815, the Company designated the December 2020 interest rate swap as a cash flow hedge and 
formally documented the relationship between the interest rate swap and the variable rate borrowings, as well as its risk 
management objective and strategy for undertaking the hedge transaction. The Company also assessed, at the hedge’s 
inception and will continue to assess on an ongoing basis, whether the derivative used in the hedging transaction was 
highly effective in offsetting changes in the cash flows of the hedged item. The hedge is deemed effective, and therefore, 
the change in fair value is recorded within "Derivative instruments" in the Consolidated Statements of Comprehensive 
Income (Loss). Such amounts are reclassified into interest expense, net from Other comprehensive income (loss) during 
the period in which the hedged item affects earnings. There were no such reclassifications during the years ended 
December 31, 2022 and 2021. The Company does not expect to have a reclassification into earnings within the next 12 
months. 

18 — Members' and Stockholders' Equity

Hagerty, Inc.

Class A Common Stock — Hagerty is authorized to issue 500,000,000 shares of Class A Common Stock with a par value 
of $0.0001 per share. Holders of Class A Common Stock are entitled to one vote for each share. As of December 31, 
2022, there were 83,202,969 shares of Class A Common Stock issued and outstanding.

Class V Common Stock — Hagerty is authorized to issue 300,000,000 shares of Class V Common Stock with a par value 
of $0.0001 per share. Class V Common Stock represents voting, non-economic interests in Hagerty. Holders of Class V 
Common Stock are entitled to 10 votes for each share. As of December 31, 2022, there were 251,033,906 shares of Class 
V Common Stock issued and outstanding.

Preferred Stock — Hagerty is authorized to issue 20,000,000 shares of Preferred Stock with a par value of $0.0001 per 
share. Hagerty's Board has the authority to issue shares of Preferred Stock with such designations, voting and other rights 
and preferences as may be determined from time to time. As of December 31, 2022, there were no shares of Preferred 
Stock issued and outstanding.

The Hagerty Group

Members' Equity — Prior to the Business Combination, The Hagerty Group had one class of partnership interests 
consisting of 100,000 units outstanding with no par value. At the Closing, all units were converted to Hagerty Group Units 
as discussed in Note 8 — Business Combination.

Hagerty Group Units — Hagerty Group Units are a unit of economic interest in The Hagerty Group. The following table 
summarizes the ownership of Hagerty Group Units in The Hagerty Group as of December 31, 2022:

Units Owned
Ownership 
Percentage

Hagerty Group Units held by Hagerty, Inc.  83,202,969  24.5 %
Hagerty Group Units held by other unit holders  255,758,466  75.5 %

Total  338,961,435  100.0 %

Non-controlling Interest — Hagerty, Inc. is the sole managing member of The Hagerty Group and, as a result, 
consolidates the financial results of The Hagerty Group. Hagerty, Inc. reports a non-controlling interest representing the 
economic interest in The Hagerty Group held by other unit holders of The Hagerty Group. As of December 31, 2022, 
Class V Common Stock and associated Hagerty Group Units held by the Legacy Unit Holders are exchangeable on a one-
for-one basis for shares of Class A Common Stock. At the end of each reporting period, The Hagerty Group equity 
attributable to Hagerty, Inc. and other unit holders is reallocated to reflect their current ownership in The Hagerty Group.
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Additionally, non-controlling interest represents the portion of economic ownership of MHH that is not owned or 
controlled by The Hagerty Group. Hagerty, Inc. consolidates its ownership of The Hagerty Group and MHH under the 
voting interest method.

Redeemable Non-controlling Interest — In connection with the Business Combination, Hagerty, Inc. entered into the 
Legacy Unit Holders Exchange Agreement. The Legacy Unit Holders Exchange Agreement permitted the Legacy Unit 
Holders to exchange Class V Common Stock and associated Hagerty Group Units for an equivalent amount of Class A 
Common Stock or, at the option of the Company, for cash. Because the Company had the option to redeem the non-
controlling interest for cash and the Company is controlled by the Legacy Unit Holders through their voting control, the 
non-controlling interest was considered redeemable as the redemption was considered outside the Company's control. 
Redeemable non-controlling interest represented the economic interests of the Legacy Unit Holders. Income or loss was 
attributed to the redeemable non-controlling interest based on the weighted average ownership of the Hagerty Group Units 
outstanding during the period held by the Legacy Unit Holders. 

The redeemable non-controlling interest was measured at the greater of the initial fair value or the redemption value and 
was required to be presented as temporary equity on the Consolidated Balance Sheets, with a corresponding adjustment to 
"Additional paid-in capital" and "Accumulated earnings (deficit)". The total redeemable non-controlling interest as of 
December 31, 2021 was $593.3 million. For the period from January 1, 2022 to March 23, 2022, additional accretion of 
$1.6 billion was recognized, with a corresponding adjustment of $162.1 million and $1.4 billion to "Additional paid-in 
capital" and "Accumulated earnings (deficit)", respectively.

On March 23, 2022, the Legacy Unit Holders Exchange Agreement was amended to revise the option for the Company to 
settle the exchange of Class V Common Stock and associated Hagerty Group Units in cash. Under the terms of the 
amendment, a cash exchange is only allowable in the event that net cash proceeds are received from a new permanent 
equity offering. The redeemable non-controlling interest balance of $2.1 billion as of March 23, 2022 was recorded in 
equity as non-controlling interest with corresponding adjustments of $1.4 billion, $528.6 million, and $215.6 million to 
"Accumulated earnings (deficit)", "Additional paid-in capital" and "Non-controlling interest", respectively.
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19 — Earnings (Loss) Per Share

The following table sets forth the calculation of Basic EPS and Diluted EPS for the years ended December 31, 2022 and 
2021. Basic EPS is computed using Net income (loss) attributable to controlling interest, divided by the weighted average 
number of shares of Class A Common Stock outstanding during the period. Diluted EPS is computed using Net income 
(loss) attributable to controlling interest divided by the weighted average number of shares of Class A Common Stock 
outstanding during the period, adjusted to give effect to potentially dilutive securities. The Company's potentially dilutive 
securities consist of (1) unexercised warrants and unissued stock-based restricted stock units, performance restricted stock 
units and employee stock purchase plan shares, all using the Treasury Stock Method and (2) non-controlling interest 
Hagerty Group Units using the "If-converted" Method. In the computation of Diluted EPS, Net income (loss) attributable 
to controlling interest is adjusted to remove the change in fair value associated with the Company's warrant liabilities that 
are potentially dilutive and net income (loss) associated with non-controlling interest in Hagerty Group Units.

Year Ended December 31,
2022 2021

in thousands (except per share 
amounts)

Numerator:
Net income (loss) attributable to controlling interest $ 32,078 $ (46,358) 

Adjustments:
Change in fair value of potentially dilutive warrant liabilities  (27,392)  — 
Net income (loss) attributable to non-controlling interest Hagerty Group Units  (28,642)  — 
Adjusted net income (loss) attributable to Class A Common Stock shareholders $ (23,956) $ (46,358) 

Denominator:
Weighted average shares of Class A Common Stock outstanding — basic  82,728  82,327 

Adjustments:
Conversion of non-controlling interest Hagerty Group Units to shares of Class A 
Common Stock  252,806  — 
Warrants  613  — 
Stock-based compensation awards  —  — 
Weighted average shares of Class A Common Stock outstanding — diluted  336,147  82,327 

Earnings (loss) per share attributable to Class A Common Stock shareholders
Basic $ 0.39 $ (0.56) 
Diluted $ (0.07) $ (0.56) 
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20 — Warrant Liabilities

In connection with the Business Combination, the Company registered 5,750,000 Public Warrants, 257,500 Private 
Placement Warrants, 28,750 Underwriter Warrants, 1,300,000 OTM Warrants and 12,669,300 PIPE Warrants. Upon the 
Closing, the following warrants were outstanding to purchase shares of the Company's Class A Common Stock that were 
issued by Aldel prior to the Business Combination:

Public Warrants — Each warrant is exercisable for one share of the Company's Class A Common Stock at a price of 
$11.50 per share, subject to adjustments, provided that the Company has an effective registration statement under the 
Securities Act covering the shares of common stock issuable upon exercise of the warrants and a current prospectus 
relating to them is available and such shares are registered, qualified or exempt from registration under the securities laws 
of the state of residence of the holder. The warrants may be exercised on a cash basis only for a whole number of shares of 
the Company’s Class A Common Stock. The warrants expire in December 2026.

Private Placement Warrants — Each warrant is exercisable for one share of the Company's Class A Common Stock at a 
price of $11.50 per share, subject to adjustments, subject to additional vesting requirements as outlined within the warrant 
agreements covering those securities, provided that the Company has an effective registration statement under the 
Securities Act covering the shares of common stock issuable upon exercise of the warrants and a current prospectus 
relating to them is available and such shares are registered, qualified or exempt from registration under the securities laws 
of the state of residence of the holder. The warrants may be exercised only for a whole number of shares of the 
Company’s Class A Common Stock. Additionally, the Private Placement Warrants are exercisable on a cashless basis so 
long as they are held by the Sponsor or any of its permitted transferees. The warrants expire in December 2026.

Underwriter Warrants — Each warrant is exercisable for one share of the Company's Class A Common Stock at a price 
of $11.50 per share, subject to adjustments, provided that the Company has an effective registration statement under the 
Securities Act covering the shares of common stock issuable upon exercise of the warrants and a current prospectus 
relating to them is available and such shares are registered, qualified or exempt from registration under the securities laws 
of the state of residence of the holder. The warrants may be exercised only for a whole number of shares of the 
Company’s Class A Common Stock. The Underwriter Warrants are exercisable on a cashless basis so long as they are 
held by the Underwriter or any of its permitted transferees. The warrants expire in December 2026.

OTM Warrants — Each warrant is exercisable for one share of the Company's Class A Common Stock at a price of 
$15.00 per share, subject to adjustments and additional vesting requirements as outlined within the warrant agreements 
covering those securities, provided that the Company has an effective registration statement under the Securities Act 
covering the shares of common stock issuable upon exercise of the warrants and a current prospectus relating to them is 
available and such shares are registered, qualified or exempt from registration under the securities laws of the state of 
residence of the holder. OTM Warrants may be exercised on a cashless basis so long as they continue to be held by the 
initial purchasers or their permitted transferees. The warrants expire in December 2031.

PIPE Warrants — Each warrant is exercisable for one share of the Company's Class A Common Stock at a price of 
$11.50 per share, subject to adjustments, provided that the Company has an effective registration statement under the 
Securities Act covering the shares of common stock issuable upon exercise of the warrants and a current prospectus 
relating to them is available and such shares are registered, qualified or exempt from registration under securities laws of 
the state of residence of the holder. The PIPE Warrants may be exercised on a cashless basis. The warrants expire in 
December 2026.

The Company accounts for these warrants as liabilities in accordance with ASC 815-40. The warrants are measured at fair 
value each reporting period and the change in fair value is recorded within "Change in fair value of warrant liabilities" in 
the Consolidated Statements of Operations. The Company recognized a $41.9 million gain and a $42.5 million loss as a 
result of a decrease and increase in the fair value of the warrant liability for the year ended December 31, 2022 and 2021, 
respectively. 

For the year ended December 31, 2022, 522,000 PIPE warrants were exercised, on a cashless basis, for an equivalent of 
124,748 shares of Class A Common Stock. The cashless exercise resulted in a decrease in "Warrant liabilities" and an 
increase in "Class A Common Stock" and "Additional paid-in capital" of $1.9 million on the Company's Consolidated 
Balance Sheets. There were no warrants exercised during the year ended December 31, 2021.

As of December 31, 2022, a warrant liability of $45.6 million was reflected as a long-term liability on the Company's 
Consolidated Balance Sheets and the total number of warrants outstanding was 19,483,550. 
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21 — Stock-Based Compensation

In December 2021, the Board approved the 2021 Equity Incentive Plan, which authorized an aggregate of 38,317,399 
shares of Class A Common Stock for issuance to employees and non-employee directors. The 2021 Equity Incentive Plan 
allows for the issuance of incentive stock options, non-qualified stock options, restricted stock awards, stock appreciation 
rights, restricted stock units, and performance restricted stock units. The Board determines the period over which stock-
based awards become exercisable and options generally vest over a two to five-year period. As of December 31, 2022, 
there were 31,378,154 shares available for future grants under the 2021 Equity Incentive Plan.

Stock-based compensation expense is recognized within "Salaries and benefits", "General and administrative services" 
and "Restructuring, impairment and related charges, net" in the Consolidated Statements of Operations. The Company 
accounts for forfeitures as they occur. The following table summarizes stock-based compensation expense recognized 
during the year ended December 31, 2022. As the first stock-based compensation grant occurred in the second quarter of 
2022, there was no stock-based compensation expense during the year ended December 31, 2021.

Year Ended 
December 31,

2022
in thousands

Restricted stock units $ 9,814 
Performance restricted stock units  2,146 
Employee stock purchase plan  169 

Total stock-based compensation expense $ 12,129 

Restricted Stock Units

The Company grants serviced-based restricted stock units to employees and non-employee directors. Compensation 
expense for these service-based restricted stock units is based on the closing market price of the Company's Class A 
Common Stock on the business day prior to grant, and is recognized ratably over the service period. There were 
3.3 million of restricted stock units granted during the year ended December 31, 2022, with a weighted average fair value 
of $10.76. Unrecognized compensation expense related to restricted stock units as of December 31, 2022 was 
$24.9 million, which the Company expects to recognize over a weighted average period of 3.47 years.

The following table provides a summary of the restricted stock unit activity during the year ended December 31, 2022:

Restricted Stock 
Units

Weighted 
Average Fair 

Value
Unvested balance as of December 31, 2021  — $ — 

Granted  3,340,547  10.76 
Vested  (37,071)  10.79 
Forfeited  (108,438)  10.79 

Unvested balance as of December 31, 2022 3,195,038 $ 10.76 

Performance Restricted Stock Units

In April 2022, the Company granted performance restricted stock units of up to 3,707,136 shares to the Company's CEO. 
The award had a grant date fair value of approximately $19.2 million using a Monte Carlo simulation model. The 
performance restricted stock units are both a market and service-based award in accordance with ASC 718. Shares under 
this award will be earned based on achievement of stock price targets of the Company's Class A Common Stock. 25% of 
the shares can be earned when the stock price exceeds $20.00 per share for 60 consecutive days, 25% of the shares can be 
earned when the stock price exceeds $25.00 per share for 60 consecutive days and 50% of the shares can be earned when 
the stock price exceeds $30.00 per share for 60 consecutive days. These market-based conditions must be met in order for 
these stock awards to vest, and it is therefore possible that no shares could ultimately vest. Shares earned will vest over the 
earlier of three years after achievement of the stock price measure or the end of the seven-year performance period. The 
Company will recognize the entire $19.2 million of compensation expense for this award, regardless of whether such 
conditions are met, over the requisite service period.
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The following table summarizes the assumptions and related information used to determine the grant-date fair value of 
performance restricted stock units awarded for the periods presented:

Performance 
Restricted Stock 

Units
Weighted average grant-date fair value per share $5.19
Expected stock volatility 35%
Expected term (in years) 7.0
Risk-free interest rate 2.5%
Dividend yield —%

The following table provides information about performance restricted stock units outstanding during the year ended 
December 31, 2022:

Performance 
Restricted Stock 

Units

Weighted 
Average Fair 

Value
Outstanding as of December 31, 2021  — $ — 

Granted  3,707,136  5.19 
Outstanding as of December 31, 2022  3,707,136 $ 5.19 

Employee Stock Purchase Plan

In December 2021, the Company adopted the 2021 Employee Stock Purchase Plan (the "ESPP Plan"). The Compensation 
Committee of the Board administers the ESPP Plan, including determination of the time and frequency of offering 
periods, as well as the terms and conditions of the offerings. The ESPP Plan allows substantially all employees to 
participate.

The offering periods last six months, beginning on April 3 and October 3 each year, and the initial offering period began 
on October 3, 2022. Eligible employees may contribute up to 50% of their base wages and the purchase price will be 90% 
of the lesser of the fair market value of the Company's Class A Common Stock on (1) the offering date, and (2) the 
applicable purchase date. As of December 31, 2022, the total number of Class A Common Stock authorized and reserved 
for issuance under the ESPP Plan was 11,495,220 shares and no shares had been purchased.

22 — Taxation 

United States — The Hagerty Group is taxed as a pass-through ownership structure under provisions of the IRC and a 
similar section of state income tax law except for Hagerty Re, Broad Arrow and various foreign subsidiaries. Any taxable 
income or loss generated by The Hagerty Group is passed through to and included in the taxable income or loss of the 
Hagerty Group Unit Holders, including the Company. The Company is taxed as a corporation under the IRC and pays 
corporate, federal, state and local taxes with respect to income allocated from The Hagerty Group. The Company has a 
TRA with the Legacy Unit Holders that requires the Company to pay 85% of the tax savings that are realized as a result of 
increases in the tax basis in The Hagerty Group’s assets as a result of an exchange of Hagerty Group Units and Class V 
Common Stock for Class A Common Stock or cash.

Canada — Canadian entities are taxed as non-resident corporations and subject to income tax in Canada under provisions 
of the Canadian Revenue Agency.

United Kingdom — U.K. entities are taxed as corporations and subject to income tax in the U.K. under provisions of HM 
Revenue & Customs.

Bermuda — Hagerty Re has received an undertaking from the Bermuda government exempting it from all local income, 
withholding and capital gains taxes until March 31, 2035. At present time no such taxes are levied in Bermuda.

Hagerty Re made an irrevocable election under Section 953(d) of the U.S. IRC, as amended, to be taxed as a U.S. 
domestic corporation. As a result of this "domestic election", Hagerty Re is subject to U.S. taxation on its world-wide 
income as if it were a U.S. corporation. In accordance with an agreement between Hagerty Re and the Internal Revenue 
Service ("IRS"), Hagerty Re established an irrevocable letter of credit with the IRS in 2021.
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Income (loss) before income tax expense includes the following components:

Year Ended December 31,
2022 2021

in thousands
United States $ 24,778 $ (44,434) 
Foreign  (13,682)  (10,169) 

Total $ 11,096 $ (54,603) 

Total income tax expense (benefit) attributable to income (loss) for the years ended December 31, 2022 and 2021 consists 
of the following components:

Year Ended December 31,
2022 2021

in thousands
Current:

Federal $ 4,041 $ 3,753 
State  3  — 
Foreign  —  (40) 

$ 4,044 $ 3,713 
Deferred:

Federal $ 2,999 $ 3,038 
State  (26)  — 
Foreign  —  — 

 2,973  3,038 
Total $ 7,017 $ 6,751 

Income tax expense (benefit) reflected in the financial statements differs from the tax computed by applying the statutory 
U.S. federal rate of 21% to "Net income (loss)" before taxes as follows:

Year Ended December 31,
2022 2021

in thousands (except percentages)
Income tax (benefit) expense at statutory rate $ 2,330  21 % $ (11,467)  21 %
State taxes  (479)  (4) %  (163)  0 %
Loss not subject to entity-level taxes  8,727  79 %  6,485  (12) %
Foreign rate differential  (375)  (3) %  (276)  1 %
Change in valuation allowance  5,647  51 %  2,759  (5) %
Change in fair value of warrant liability  (8,799)  (79) %  8,933  (16) %
Permanent items  852  8 %  477  (1) %
Other, net  (886)  (8) %  3  0 %

Income tax expense (benefit) $ 7,017  65 % $ 6,751  (12) %
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Deferred tax assets and liabilities reflect temporary differences between the carrying amounts of assets and liabilities for 
financial reporting purposes and the amount recognized for tax purposes, as adjusted for foreign currency translation. At 
December 31, 2022 and 2021, the tax effects of temporary differences that give rise to significant portions of the deferred 
tax provision are as follows:

December 31,
2022 2021

in thousands
Deferred tax assets

Discount on provision for losses and loss adjustment expenses $ 802 $ 557 
Unearned premiums  9,886  7,345 
Accrued professional fees  —  5 
Unrealized foreign currency gain  229  70 
Excess tax basis  159,337  168,014 
Net operating loss ("NOL") and other carryforwards  17,197  6,492 
Other  457  315 

Gross deferred tax asset  187,908  182,798 
Less: valuation allowance  (176,116)  (174,821) 

Total net deferred tax assets $ 11,792 $ 7,977 
Deferred tax liabilities

Deferred acquisition costs $ (22,542) $ (17,122) 
Excise tax accrual  (1,068)  (1,279) 
Unrealized foreign currency gain  (229)  (70) 
Unrealized investment gain  (37)  (16) 
Intangible assets  (759)  — 
Other  (7)  — 

Total deferred tax liabilities $ (24,642) $ (18,487) 
Net deferred tax liability $ (12,850) $ (10,510) 

Deferred tax assets are reduced by a valuation allowance when management believes it is more likely than not that some, 
or all, of the deferred tax assets will not be realized. After considering all positive and negative evidence of taxable 
income in the carryback and carryforward periods as permitted by law, the Company believes it is more likely than not 
that certain deferred tax assets will not be utilized. As a result, the Company had provided a valuation allowance of $176.1 
million and $174.8 million as of December 31, 2022 and 2021, respectively.

Significant inputs and assumptions were used to estimate the future expected payments under the TRA, including the 
timing of the realization of the tax benefits and a tax savings rate of approximately 25.6%. The estimated value of the 
TRA recorded by the Company at the Closing was $3.5 million which was limited by the ability to currently utilize tax 
benefits and was recorded in "Other long-term liabilities" with an offsetting entry to "Additional paid-in capital" within 
the Consolidated Balance Sheets. The estimated value of the TRA recorded by the Company at December 31, 2022 was 
$3.2 million, a decrease of $0.3 million in value from the Closing, which was recorded in "Interest and other income 
(expense)" within the Consolidated Statements of Operations. The Company recorded a deferred tax asset for the 
difference between outside tax basis and book basis of the Company’s investment in assets of The Hagerty Group of 
$167.4 million at the Closing with an offsetting valuation allowance as it was more likely than not that the deferred tax 
asset will not be realized. These amounts were recorded to "Additional paid-in capital". At December 31, 2022, the 
deferred tax asset and offsetting valuation allowance is $159.3 million, adjusted from the Closing for net losses and 
nondeductible expenses.
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The Company has income tax NOL carryforwards related to U.S. and foreign operations of approximately $93.5 million 
and $47.0 million as of December 31, 2022 and 2021, respectively. The Company has recorded a deferred tax asset of 
$17.2 million reflecting the benefit of these loss carryforwards as of December 31, 2022. Of the deferred tax assets, 
$10.4 million does not expire, and the remaining $6.8 million expires as follows:

in thousands
2036 $ 396 
2037  710 
2038  848 
2039  — 
2040  1,153 
2041  1,427 
2042 $ 2,238 

The Company is subject to taxation and files income tax returns in the U.S. federal jurisdiction, as well as many state and 
foreign jurisdictions. As of December 31, 2022, tax years 2019, 2020 and 2021 are subject to examination by the tax 
authorities. With few exceptions, as of December 31, 2022, the Company is no longer subject to U.S. federal, state, local 
or foreign examinations for years before 2019.

The Canadian statute of limitation for tax year 2018 was open as of December 31, 2022 and remains open because the 
Company is currently under examination by the Canadian Revenue Agency for that year.

The calculation of our tax liabilities involves uncertainties in the application of complex tax laws and regulations in a 
multitude of jurisdictions across our global operations. ASC 740 states that a tax benefit from an uncertain tax position 
may be recognized when it is more likely than not that the position will be sustained upon examination, including 
resolutions of any related appeals or litigation processes, on the basis of the technical merits. 

The Comapny records uncertain tax benefits ("UTB") as liabilities in accordance with ASC 740 and adjusts these 
liabilities when management's conclusion changes as a result of the evaluation of new information not previously 
available. Because of the complexity of some of these uncertainties, the ultimate resolution may result in a payment that is 
materially different from the current estimate of the UTB liabilities. These differences will be reflected as increases or 
decreases to income tax expense in the period in which new information is available. 

As of December 31, 2022 and 2021, the Company did not have any unrecognized tax benefits and had no material accrued 
interest or penalties related to uncertain tax positions. If recorded, interest and penalties would be recorded within 
"Income tax benefit (expense)" in the Consolidated Statements of Operations.

In August 2022, the Inflation Reduction Act ("IRA") was enacted into law. Among the provisions in the IRA was a 15% 
corporate minimum tax effective for years beginning after December 31, 2022, and a 1% tax on share repurchases after 
December 31, 2022. The Company does not expect the tax provisions of the IRA to have a material impact on its results.

23 — Related-Party Transactions

As of December 31, 2022, Markel had a 23.0% ownership in The Hagerty Group and State Farm had a 14.8% ownership 
in The Hagerty Group. As such, both Markel and State Farm are considered related parties. 

State Farm

State Farm and Hagerty entered into a master alliance agreement in 2020 to establish an alliance insurance program where 
State Farm’s customers, through State Farm agents, will have access to Hagerty features and services which is expected to 
begin in the second half of 2023. Under this agreement, State Farm paid Hagerty an advanced commission of 
$20.0 million in 2020, to be recognized into Commission and fee revenue over the life of the contract beginning with the 
ability to issue policies. The parties have entered into a managing general underwriter agreement where the State Farm 
Classic+ policy will be offered, through State Farm Classic Insurance Company, a new wholly owned subsidiary of State 
Farm, subject to any applicable state regulatory review and approval. The State Farm Classic+ policy will be available to 
new and existing customers through State Farm agents, on a state-by-state basis. Hagerty Insurance Agency, LLC will be 
paid commission under the managing general underwriter agreement and ancillary agreements for servicing the State 
Farm Classic+ policies. Additionally, we have the opportunity to offer HDC membership to State Farm Classic+ 
customers which provides Hagerty an additional revenue opportunity.
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Markel

Alliance Agreement

The Company's affiliated U.S. and U.K. MGA subsidiaries have personal and commercial lines of business written with 
Markel-affiliated carriers. The following tables provide information about Markel-affiliated due to insurer liabilities and 
commission revenue under the agreement with Markel subsidiaries:

December 31,
2022 2021

in thousands (except percentages)
Due to insurer $ 64,873 $ 54,850 
Percent of total  95 %  95 %

Year Ended December 31,
2022 2021

Commission revenue $ 285,254 $ 239,432 
Percent of total  95 %  90 %

Reinsurance Agreement 

Under a quota share agreement with Evanston, Hagerty Re reinsured 70% and 60% of the risks for the years ended 
December 31, 2022 and 2021, respectively, written through the Company’s U.S. MGAs. Additionally, under a quota share 
agreement with Markel International Insurance Company Limited, Hagerty Re reinsured 70% and 60% of the risks for the 
years ended December 31, 2022 and 2021, respectively, written through the Company’s U.K. MGA. All balances listed 
below are related to business with a Markel affiliate:

December 31,
2022 2021

Assets: in thousands
Premiums receivable $ 97,897 $ 72,697 
Deferred acquisition costs, net  103,869  78,449 

Total assets $ 201,766 $ 151,146 
Liabilities:

Losses payable $ 53,800 $ 33,459 
Provision for unpaid losses and loss adjustment expenses  106,436  70,680 
Unearned premiums  227,192  167,541 
Commissions payable  75,898  59,511 

Total liabilities $ 463,326 $ 331,191 

Year Ended December 31,
2022 2021

Revenue: in thousands
Earned premium $ 386,696 $ 281,794 

Expenses:
Ceding commission $ 184,124 $ 134,946 
Losses and loss adjustment expenses  182,340  116,396 

Total expenses $ 366,464 $ 251,342 
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Broad Arrow

In January 2022, the Company entered into a joint venture with Broad Arrow and acquired approximately 40% equity 
ownership interest in Broad Arrow. In August 2022, the Company acquired the remaining 60% equity interest of Broad 
Arrow in exchange for $73.3 million of Class A Common Stock and Hagerty Group Units exchangeable for Class A 
Common Stock. Prior to the Company's joint venture with Broad Arrow in January 2022, Broad Arrow was majority 
owned by Kenneth Ahn, the President of Marketplace, who received Hagerty Group Units as a part of this transaction. 
Refer to Note 9 — Acquisitions and Investments for additional information.

Speed Digital

In April 2022, Hagerty acquired Speed Digital for a purchase price of $15.0 million. Speed Digital was previously wholly 
owned indirectly by Robert Kauffman, a director on Hagerty's Board, who will receive 100% of the proceeds of the 
purchase price. 

24 — Commitments and Contingencies

Litigation — From time to time, Hagerty is involved in various claims and legal actions that arise in the ordinary course of 
business. Although the results of litigation and claims cannot be predicted with certainty, Hagerty does not believe that the 
ultimate resolution of these actions will have a material adverse effect on the Company's financial position, results of 
operations, liquidity, or capital resources.

Employee Compensation Agreements — In the ordinary course of conducting its business, the Company enters into certain 
employee compensation agreements from time to time which commit the Company to severance obligations in the event 
an employee terminates employment with the Company. If applicable, these obligations are included in the accrued 
expenses lines of the Consolidated Balance Sheets.

25 — Subsequent Events

Management has evaluated subsequent events through March 14, 2023, which is the date these Consolidated Financial 
Statements were issued and no subsequent events were identified that required adjustment to or disclosure in the 
Consolidated Financial Statements.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURES

None.

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

The Company's management, including the Chief Executive Officer and Chief Financial Officer, evaluated the 
effectiveness of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under 
the Exchange Act) as of the end of the period covered by this Annual Report on Form 10-K. Based on this evaluation, our 
Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures were 
effective as of December 31, 2022 to provide reasonable assurance that information required to be disclosed by us in 
reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time 
periods specified in the rules and forms specified by the SEC.

Changes in Internal Controls Over Financial Reporting

In August 2022, we completed our acquisition of Broad Arrow. Broad Arrow was not previously subject to the rules and 
regulations promulgated under Sarbanes-Oxley, and accordingly was not required to establish and maintain an internal 
control infrastructure meeting the standards promulgated under Sarbanes-Oxley. Our assessment of and conclusion on the 
effectiveness of our internal control over financial reporting as of December 31, 2022 did not include certain elements of 
the internal controls of Broad Arrow. This exclusion is in accordance with the SEC’s general guidance that an assessment 
of a recently acquired business may be omitted from our scope in the year of acquisition.

Excluding the acquisition of Broad Arrow, there were no changes to our internal control over financial reporting that 
occurred during the three months ended December 31, 2022 that have materially affected, or are reasonably likely to 
materially affect, our internal control over financial reporting.

Management's Report on Internal Controls over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as such 
term is defined in Exchange Act Rule 13a-15(f). Our internal control over financial reporting is a process designed to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for 
external purposes in accordance with U.S. GAAP. A company's internal control over financial reporting includes those 
policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect 
the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements in accordance with U.S. GAAP, and that receipts and 
expenditures of the company are being made only in accordance with authorizations of management and directors of the 
company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, 
or disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate 
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Our Chief Executive Officer and our Chief Financial Officer, with assistance from other members of management, 
assessed the effectiveness of our internal control over financial reporting as of December 31, 2022, based on the 
framework and criteria established in Internal Control—Integrated Framework (2013 Framework), issued by the 
Committee of Sponsoring Organizations of the Treadway Commission. Based on its evaluation, management has 
concluded that our internal control over financial reporting was effective as of December 31, 2022.

As we are an "emerging growth company" under the JOBS Act of 2012, the Company's independent registered public 
accounting firm, Deloitte & Touche LLP, is not required to attest to the effectiveness of our internal control over financial 
reporting and no attestation report has been included in this Annual Report on Form 10-K.
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ITEM 9B. OTHER INFORMATION

On March 10, 2023, the Company and McKeel Hagerty, our Chief Executive Officer, entered into an amendment (the 
"Amendment") to Mr. Hagerty's employment agreement, dated January 1, 2018 (the "Original Agreement"). In 2023, the 
Company reduced the perquisites and allowances for executive officers. Mr. Hagerty's employment agreement was 
amended to stay consistent with this change and his perquisites and allowances were therefore reduced by $190,000 
annually. In addition, pursuant to the Amendment, in 2023 only Mr. Hagerty voluntarily forewent approximately 
$1,000,000 of the $1,700,000 in equity compensation that was due to be awarded to him in 2023 under the terms of the 
Original Agreement. The foregoing descriptions do not purport to set forth the complete terms thereof and are qualified in 
their entirety by reference to the Amendment attached hereto as Exhibit 10.15, which is incorporated by reference herein.

ITEM 9C. DISCLOSURE REGARDING FOREIGN JURISDICTION THAT PREVENT INSPECTIONS

None.
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PART III
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by this Item 10 is incorporated by reference to our Proxy Statement to be filed with the SEC in 
connection with the solicitation of proxies for our 2023 Annual Meeting of Stockholders to be filed with the SEC within 
120 days after the end of the fiscal year ended December 31, 2022 ("2023 Proxy Statement"). 

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 11 will be included in our 2023 Proxy Statement and is incorporated herein by 
reference. 

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNER AND MANAGEMENT AND 
RELATED STOCKHOLDER MATTERS

The information required by this Item 12 will be included in our 2023 Proxy Statement and is incorporated herein by 
reference. 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE

The information required by this Item 13 will be included in our 2023 Proxy Statement and is incorporated herein by 
reference. 

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item 14 will be included in our 2023 Proxy Statement and is incorporated herein by 
reference. 
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a) Financial statements and financial statement schedules filed as part of this report are listed in the index included in 
Item 8 of Part II Financial Statements and Supplementary Data of this report.

(b) Exhibits. The following exhibits, as required by Item 601 of Regulation S-K, are filed with or incorporated by 
reference in this report as stated below.

Exhibit No. Description

2.1*
Business Combination Agreement, dated as of August 17, 2021, by and among Aldel Financial Inc. Aldel 
Merger Sub LLC and The Hagerty Group, LLC (incorporated by reference to Exhibit 2.1 of the 
Company’s Form 8-K (File No. 001-40244), filed with the SEC on August 18, 2021).

3.1+
Third Amended and Restated Certificate of Incorporation of the Company, dated December 2, 2021 
(incorporated by reference to Exhibit 3.1 of the Company’s Amendment No. 3 to Form S-1 on Form S-3 
(File No. 333-261810), filed with the SEC on January 20, 2023).

3.2 Amended and Restated By-Laws of the Company, dated December 2, 2021 (incorporated by reference to 
Exhibit 3.2 of the Company’s Form 8-K (File No. 001-40244), filed with the SEC on December 8, 2021).

4.1 Form of Class A Common Stock Certificate of the Company (incorporated by reference to Exhibit 4.1 of 
the Company’s Form 8-K (File No. 001-40244), filed with the SEC on December 8, 2021).

4.2 Form of Class V Common Stock Certificate of the Company (incorporated by reference to Exhibit 4.2 of 
the Company’s Form 8-K (File No. 001-40244), filed with the SEC on December 8, 2021).

4.3 Form of Warrant Certificate of the Company (incorporated by reference to Exhibit 4.3 of the Company’s 
Form 8-K (File No. 001-40244), filed with the SEC on December 8, 2021).

4.4
Warrant Agreement, dated April 8, 2021, between Continental Stock Transfer & Trust Company and the 
Company (incorporated by reference to Exhibit 4.1 of the Company’s Form 8-K (File No. 333-253166), 
filed with the SEC on April 13, 2021).

4.5
Warrant Agreement, dated December 2, 2021, between Continental Stock Transfer & Trust Company and 
the Company (incorporated by reference to Exhibit 4.5 of the Company’s Form 8-K (File No. 
001-40244), filed with the SEC on December 8, 2021).

4.6 Description of Registrant's Securities, filed herewith.

10.1
Form of Subscription Agreement, dated as of August 17, 2021, by and between the Company and certain 
institutional and accredited investors party thereto (incorporated by reference to Exhibit 10.1 of the 
Company’s Form 8-K (File No. 001-40244), filed with the SEC on August 18, 2021).

10.2

Amended and Restated Registration Rights Agreement, dated as of August 17, 2021, among the 
Company, Aldel Investors LLC, FG SPAC Partners LP, ThinkEquity, a division of Fordham Financial 
Management, Inc., HHC, State Farm Mutual Automobile Insurance Company, Markel Corporation, and 
certain other parties (incorporated by reference to Exhibit 10.3 of the Company’s Form 8-K (File No. 
001-40244), filed with the SEC on August 18, 2021).

10.3

Investor Rights Agreement, dated as of August 17, 2021, among Hagerty Holding Corp., State Farm 
Mutual Automobile Insurance Company, Markel Corporation and the Company (incorporated by 
reference to Exhibit 10.8 of the Company’s Form 8-K (File No. 001-40244), filed with the SEC on 
August 18, 2021).

10.4
Tax Receivable Agreement, dated as of December 2, 2021, by and between the Company, Hagerty 
Holding Corp. and Markel Corporation (incorporated by reference to Exhibit 10.4 of the Company’s 
Form 8-K (File No. 001-40244), filed with the SEC on December 8, 2021).

10.5
Lock-Up Agreement, dated as of December 2, 2021, by and between the Company, Hagerty Holding 
Corp. and Markel Corporation (incorporated by reference to Exhibit 10.5 of the Company’s Form 8-K 
(File No. 001-40244), filed with the SEC on December 8, 2021).

10.6
Fourth Amended and Restated Limited Liability Company Agreement of The Hagerty Group, LLC, dated 
as of December 2, 2021 (incorporated by reference to Exhibit 10.6 of the Company’s Form 8-K (File No. 
001-40244), filed with the SEC on December 8, 2021).

10.7
Sponsor Warrant Lock-Up Agreement, dated as of December 2, 2021, by and among the Company, Aldel 
Investors LLC and FG SPAC Partners, LP (incorporated by reference to Exhibit 10.7 of the Company’s 
Form 8-K (File No. 001-40244), filed with the SEC on December 8, 2021).
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10.8 Amended and Restated Exchange Agreement, dated as of March 23, 2022, by and among the Company, 
The Hagerty Group, LLC, Markel Corporation, and Hagerty Holding Corp., filed herewith.

10.9#
Form of Indemnification Agreement by and between the Company and its directors and officers 
(incorporated by reference to Exhibit 10.9 of the Company’s Form 8-K (File No. 001-40244), filed with 
the SEC on December 8, 2021).

10.10# Hagerty, Inc. 2021 Equity Incentive Plan (incorporated by reference to Exhibit 10.10 of the Company’s 
Form 8-K (File No. 001-40244), filed with the SEC on December 8, 2021).

10.11# Hagerty, Inc. 2021 Employee Stock Purchase Plan (incorporated by reference to Exhibit 10.11 of the 
Company’s Form 8-K (File No. 001-40244), filed with the SEC on December 8, 2021).

10.12#
Employment Agreement, dated as of August 16, 2021, by and between The Hagerty Group, LLC and 
Paul E. Rehrig (incorporated by reference to Exhibit 10.12 of the Company’s Form 8-K (File No. 
001-40244), filed with the SEC on December 8, 2021).

10.13# Amendment to Employment Agreement, dated January 1, 2023, by and between the Company and Paul 
E. Rehrig, filed herewith.

10.14#
Employment Agreement, dated as of January 1, 2018, by and between Hagerty Holding Corp. and 
McKeel O Hagerty (incorporated by reference to Exhibit 10.13 of the Company’s Form 8-K (File No. 
001-40244), filed with the SEC on December 8, 2021).

10.15# Amendment to Employment Agreement, dated March 10, 2023, by and between the Company and 
McKeel O Hagerty, filed herewith.

10.16#
Employment Agreement, dated August 19, 2022, by and between the Company and Patrick McClymont 
(incorporated by reference to Exhibit 10.1 of the Company’s Form 8-K (File No. 001-40244), filed with 
the SEC on August 23, 2022). 

10.17# Amendment to Employment Agreement, dated January 1, 2023, by and between the Company and 
Patrick McClymont, filed herewith.

10.18# Employment Agreement, dated December 1, 2021, by and between the Company and Kenneth Ahn, filed 
herewith.

10.19# Amended and Restated Employment Agreement, dated January 1, 2023, by and between the Company 
and Kenneth Ahn,filed herewith.

10.20*
Employment Agreement, dated as of March 1, 2021, by and between The Hagerty Group, LLC and Kelly 
Smith (incorporated by reference to Exhibit 10.14 of the Company’s Form 8-K (File No. 001-40244), 
filed with the SEC on December 8, 2021).

10.21#
Release and Settlement Agreement, dated November 8, 2022, by and between Kelly Smith and The 
Hagerty Group, LLC (incorporated by reference to Exhibit 10.1 of the Company’s Form 8-K (File No. 
001-40244), filed with the SEC on November 10, 2022).

10.22#
Change of Control Severance Agreement, dated as of July 7, 2008, by and between The Hagerty Group, 
Inc. and Frederick J. Turcotte (incorporated by reference to Exhibit 10.15 of the Company’s Form 8-K 
(File No. 001-40244), filed with the SEC on December 8, 2021). 

10.23*

Fourth Amendment to Amended and Restated Credit Agreement, dated as of September 30, 2022, among 
The Hagerty Group, LLC, the Lenders party hereto, and JPMorgan Chase Bank, N.A., as Administrative 
Agent (incorporated by reference to Exhibit 10.1 of the Company’s Form 8-K (File No. 001-40244), filed 
with the SEC on November 10, 2022).

10.24*
Fifth Amendment to Amended and Restated Credit Agreement, dated as of December 30, 2022, among 
The Hagerty Group, LLC, the Lenders party hereto, and JPMorgan Chase Bank, N.A., as Administrative 
Agent, filed herewith.

10.25

Third Amended and Restated Master Alliance Agreement, dated as of June 20, 2019, as amended by the 
First Amendment, dated as of February 5, 2021, by and between The Hagerty Group, LLC and Markel 
Corporation (incorporated by reference to Exhibit 10.17 of the Company’s Form 8-K (File No. 
001-40244), filed with the SEC on December 8, 2021).

10.26*
Common Stock Purchase Agreement, dated January 5, 2022, by and among Broad Arrow Group, Inc., 
The Hagerty Group, LLC, and additional purchasers (incorporated by reference to Exhibit 10.1 of the 
Company's Form 8-K, filed with the SEC on January 10, 2022).

10.27

Contribution and Exchange Agreement, dated August 9, 2022, by and among Hagerty, Inc., The Hagerty 
Group, LLC, Broad Arrow Group, Inc., Broad Arrow Holdings LLC, each other Contributor party 
thereto, and the Contributor Representative party thereto (incorporated by reference to Exhibit 10.1 of the 
Company’s Form 8-K (File No. 001-40244), filed with the SEC on August 9, 2022). 
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21.1 Subsidiaries of the Company, filed herewith.
23.1 Consent of Deloitte & Touche LLP, independent registered public accountant of the Company.
31.1 Certification of the Chief Executive Officer Pursuant to Rule 13a-14(a), filed herewith.
31.2 Certification of the Chief Financial Officer Pursuant to Rule 13a-14(a), filed herewith.
32.1 Certification of the Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, filed herewith.
32.2 Certification of the Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, filed herewith.

101.INS XBRL Instance Document.
101.SCH XBRL Taxonomy Extension Schema Document.
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document.
101.LAB XBRL Taxonomy Extension Label Linkbase Document.
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document
101.DEF XBRL Taxonomy Extension Definition Linkbase Document.

104 Cover Page Interactive Data File (formatted as Inline XBRL).

* The schedules and exhibits to this agreement have been omitted pursuant to Item 601(a)(5) of Regulation 
S-K. A copy of any omitted schedule and/or exhibit will be furnished to the SEC upon request.

# Indicates management contract or compensatory plan or arrangement.
+ The name and introductory paragraph of our Amended and Restated Charter have been changed to 

correct minor scrivener’s errors.

(c) Financial Statement Schedules. All schedules are omitted because they are not applicable or the required information 
is shown in the Consolidated Financial Statements or Notes thereto.

ITEM 16. FORM 10-K SUMMARY

None.
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Signatures

Pursuant to the requirements of the Securities Act of 1934, the registrant has duly caused this report to be signed on its 
behalf by the undersigned, thereunto duly authorized, on March 14, 2023.

HAGERTY, INC.

By: /s/ McKeel O Hagerty
McKeel O Hagerty
Chief Executive Officer

Pursuant to the requirements of the Securities Act of 1934, this report has been signed below by the following persons on 
behalf of the registrant and in the capacities indicated on March 14, 2023.

Name Title Date

/s/ McKeel O Hagerty
McKeel O Hagerty Chief Executive Officer (Principal Executive Officer) and Director March 14, 2023

/s/ Patrick McClymont
Patrick McClymont Chief Financial Officer (Principal Financial Officer) March 14, 2023

/s/ Kevin M. Delaney

Kevin M. Delaney
Chief Accounting Officer and Controller (Principal Accounting 
Officer)

March 14, 2023

/s/ Michael E. Angelina
Michael E. Angelina Chairman of the Board March 14, 2023

/s/ F. Michael Crowley
F. Michael Crowley Director March 14, 2023

/s/ Laurie L. Harris
Laurie L. Harris Director March 14, 2023

/s/ Robert I. Kauffman
Robert I. Kauffman Director March 14, 2023

/s/ Sabrina Kay
Sabrina Kay Director March 14, 2023

/s/ Mika Salmi
Mika Salmi Director March 14, 2023

/s/ William H. Swanson
William H. Swanson Director March 14, 2023

/s/ Randall Harbert
Randall Harbert Director March 14, 2023
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