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Cautionary Note Regarding Forward-Looking Statements
We have made statements in this Quarterly Report on Form 10-Q (this “Quarterly Report”) that are forward-looking statements. In some cases, you can
identify these statements by forward-looking words such as “may,” “might,” “will,” “should,” “expects,” “plans,” “anticipates,” “believes,” “estimates,”
“predicts,” “potential” or “continue,” the negative of these terms and other comparable terminology. These forward-looking statements, which are subject
to risks, uncertainties and assumptions about us, may include projections of our future financial performance, our anticipated growth strategies and
anticipated trends in our business. These statements are only predictions based on our current expectations and projections about future events. There
are important factors that could cause our actual results, level of activity, performance or achievements to differ materially from the results, level of
activity, performance or achievements expressed or implied by the forward-looking statements, including those factors discussed under the captions
entitled Part I, Item 1A “Risk factors” in our Annual Report on Form 10-K for the year ended December 31, 2024 filed with the Securities and Exchange
Commission (“SEC”) on March 27, 2025 (our “Annual Report”) and Part I, Item 2 “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” of this Quarterly Report. Many of these factors have previously been identified in fillings or statements made by us or on our behalf.

Although we believe the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results, level of activity,
performance or achievements. Moreover, neither we nor any other person assumes responsibility for the accuracy and completeness of any of these
forward-looking statements. We undertake no obligation to publicly update or revise any forward-looking statement, whether as a result of new
information, future developments or otherwise, except as may be required by law.

Commonly Used Defined Terms
• “we,” “us,” “our,” the “Company,” “TWFG,” and similar references refer to: (i) TWFG, Inc. and, unless otherwise stated or the context otherwise

requires, all of its subsidiaries, including TWFG Holding Company, LLC (“TWFG Holding”), for periods following the consummation of certain
reorganization transactions (the “Reorganization Transactions”), including our initial public offering (“IPO”), and (ii) TWFG Holding and, unless
otherwise stated or the context otherwise requires, all of its subsidiaries, for periods prior to the completion of the Reorganization Transactions,
including our IPO;

• Adjusted Diluted Earnings Per Share: Adjusted Net Income divided by diluted shares outstanding after adjusting for the effect of (i) the exchange of
100% of the outstanding Class B common stock of the Company (the “Class B Common Stock”) and Class C common stock of the Company (the
“Class C Common Stock”) (together with the related limited liability company units of TWFG Holding (the “LLC Units”)) into shares of Class A
common stock of the Company (“Class A Common Stock”) and (ii) the vesting of 100% of the unvested equity awards and exchange into shares of
Class A Common Stock;

• Adjusted EBITDA: EBITDA adjusted to exclude equity-based compensation and other non-operating items, including certain nonrecurring or non-
operating gains or losses;

• Adjusted EBITDA Margin: Adjusted EBITDA divided by total revenues;

• Adjusted Free Cash Flow: Cash flow from operating activities (the most directly comparable GAAP measure) less cash payments for tax distributions,
purchases of property and equipment and acquisition-related costs;

• Adjusted Net Income: Net income (the most directly comparable GAAP measure) before amortization, non-recurring or non-operating income an d
expenses, including equity-based compensation, adjusted to assume a single class of stock (Class A) and assuming noncontrolling interests do not
exist;

• Adjusted Net Income Margin: Adjusted Net Income divided by total revenues;

• Admitted: The insurance market comprising insurance carriers licensed to write business on an “admitted” basis by the insurance commissioner of the
state in which the risk is located. Insurance rates and forms in this market are highly regulated by each state and coverages are largely uniform;

• Book of Business: Active Client list;
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• Branch: An independent agency that contracts with our Insurance Services offering, operates its agency through TWFG’s “Agency-in-a-Box” and with
TWFG’s branding, and receives all benefits of working with TWFG, including a work and revenue share, TWFG back-office support, marketing and
access to a fully integrated agency management system. TWFG branding is restricted to the Branches and Corporate Branches, all of which are listed
on our website and can be found using the location filter. Branches and Corporate Branches are exclusive to TWFG, meaning that they can only write
certain insurance business through TWFG;

• Client: Individual or entity that purchases an insurance policy or seeks to purchase an insurance policy from TWFG Agencies;

• Corporate Branch: An agency within our Insurance Services offering that is wholly owned by TWFG;

• EBITDA: Earnings before interest, income taxes, depreciation and amortization;

• M&A: Mergers and acquisitions;

• MGA: Managing general agency;

• MGA Agencies: Independent agencies that contract with TWFG MGA to obtain access to additional insurance carriers or programs. TWFG MGA
Agencies do not include TWFG branding and are not exclusive to TWFG;

• Organic Revenue: Total revenues (the most directly comparable GAAP measure) for the relevant period, excluding contingent income, non-policy fee
income, other income and those revenues generated from acquired businesses;

• Organic Revenue Growth: Organic Revenue Growth is the change in Organic Revenue period-to-period;

• P&C: Property and casualty insurance;

• Total Written Premium: The total amount of current premium (net of cancellations) placed with insurance carriers;

• TWFG Agencies: Branches, Corporate Branches and MGA Agencies; and

• TWFG MGA: TWFG’s managing general agency.

ii
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Part I - Financial Information

Item 1. Financial Statements

TWFG, Inc.
Condensed Consolidated Statements of Income

(Amounts in thousands, except share and per share data)
(unaudited)

Three Months Ended
March 31,

2025 2024
Revenues

Commission income (related party of $3,135 and $1,109 for the three months ended March 31, 2025 and 2024, respectively) $ 48,785 $ 42,545 
Contingent income 1,663 1,076 
Fee income (related party of $834 and $354 for the three months ended March 31, 2025 and 2024, respectively) 3,011 2,232 
Other income 364 290 

Total revenues 53,823 46,143 
Expenses

Commission expense 31,814 26,443 
Salaries and employee benefits 8,196 6,254 
Other administrative expenses (related party of $770 and $401 for the three months ended March 31, 2025 and 2024, respectively) 4,724 3,130 
Depreciation and amortization 3,359 3,013 

Total operating expenses 48,093 38,840 
Operating income 5,730 7,303 

Interest expense 83 842 
Interest income 1,863 170 
Other non-operating expense 1 2 

Income before tax 7,509 6,629 
Income tax expense 656 — 

Net income 6,853 6,629 
Less: net income attributable to noncontrolling interests 5,515 6,629 
Net income attributable to TWFG, Inc. $ 1,338 $ — 

Weighted average shares of common stock outstanding (see Note 12):
Basic 14,889,739
Diluted 15,055,553

Earnings per share (see Note 12):
Basic $ 0.09 
Diluted $ 0.09 

See Notes to the Condensed Consolidated Financial Statements
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TWFG, Inc.
Condensed Consolidated Statements of Comprehensive Income

(Amounts in thousands)
(unaudited)

Three Months Ended
March 31,

2025 2024
Net income $ 6,853 $ 6,629 
Other comprehensive income (loss), net of tax:

Unrealized gains (losses) on derivative instruments during the period (15) 116 
Reclassification of realized gains (losses) on derivative instruments included in net income during the period (53) (93)
Total other comprehensive income (loss), net of tax (68) 23 

Comprehensive income 6,785 6,652 
Less: comprehensive income attributable to noncontrolling interests 5,465 6,652 

Comprehensive income attributable to TWFG, Inc. $ 1,320 $ — 

See Notes to the Condensed Consolidated Financial Statements
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TWFG, Inc.
Condensed Consolidated Balance Sheets

(Amounts in thousands, except share/unit data)
(unaudited)

March 31, 2025 December 31, 2024
Assets

Current assets
Cash and cash equivalents $ 196,424 $ 195,772 
Restricted cash 11,853 9,551 
Commissions receivable, net 23,575 27,067 
Accounts receivable 8,053 7,839 
Other current assets, net 1,500 1,619 

Total current assets 241,405 241,848 
Non-current assets

Intangible assets, net 80,919 72,978 
Property and equipment, net 3,364 3,499 
Lease right-of-use assets, net 4,307 4,493 
Other non-current assets 535 610 

Total assets $ 330,530 $ 323,428 

Liabilities and Equity
Current liabilities

Commissions payable $ 16,303 $ 13,848 
Carrier liabilities 14,710 12,392 
Operating lease liabilities, current 1,124 1,013 
Short-term bank debt 1,927 1,912 
Deferred acquisition payable, current 1,956 601 
Other current liabilities 6,842 9,851 

Total current liabilities 42,862 39,617 
Non-current liabilities

Operating lease liabilities, net of current portion 3,119 3,372 
Long-term bank debt 3,519 4,007 
Deferred acquisition payable, non-current 973 1,122 
Other non-current liabilities — 24 

Total liabilities 50,473 48,142 
Commitments and contingencies (Note 13)
Stockholders' Equity

Class A common stock ($0.01 par value per share - 300,000,000 authorized, 14,904,083 and 14,811,874 shares issued and outstanding at March 31,
2025 and December 31, 2024, respectively ) 149 148 
Class B common stock ($0.00001 par value per share - 100,000,000 authorized, 7,277,651 shares issued and outstanding at March 31, 2025 and
December 31, 2024) — — 
Class C common stock ($0.00001 par value per share - 100,000,000 authorized, 33,893,810 shares issued and outstanding at March 31, 2025 and
December 31, 2024) — — 
Additional paid-in capital 58,374 58,365 
Retained earnings 16,626 15,288 
Accumulated other comprehensive income 65 83 

Total stockholders' equity attributable to TWFG, Inc. 75,214 73,884 
Noncontrolling interests 204,843 201,402 

Total stockholders' equity 280,057 275,286 

Total liabilities and equity $ 330,530 $ 323,428 

See Notes to the Condensed Consolidated Financial Statements
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TWFG, Inc.
Condensed Consolidated Statements of Stockholders’/Members’ Equity

(Amounts in thousands, except share/unit data)
(unaudited)

For the Three Months Ended March 31, 2025
Class A Common Stock Class B Voting Stock Class C Voting Stock

Shares Amount Shares Amount Shares Amount

Additional
Paid-In
Capital

Retained
Earnings

Accumulated
Other

Comprehensive
Income (Loss)

Total
Stockholders’

Equity
Attributable

to TWFG, Inc.
Noncontrolling

Interests

Total
Stockholders’

Equity
Balance at

December 31,
2024 14,811,874 $ 148 7,277,651 $ — 33,893,810 $ — $ 58,365 $ 15,288 $ 83 $ 73,884 $ 201,402 $ 275,286 

Net income – — – — – — — 1,338 — 1,338 5,515 6,853 
Cash distributions
to members – — – — – — — — — — (2,024) (2,024)
Other
comprehensive
income – — – — – — — — (18) (18) (50) (68)
Stock-based
compensation – — – — – — 1,204 — — 1,204 — 1,204 
Vesting of
restricted stock
units 134,018 1 – — – — — — — 1 — 1 
Tax withholding on
vesting of equity
awards (41,809) — – — – — (1,195) — — (1,195) — (1,195)

Balance at March
31, 2025 14,904,083 $ 149 7,277,651 $ — 33,893,810 $ — $ 58,374 $ 16,626 $ 65 $ 75,214 $ 204,843 $ 280,057 

For the Three Months Ended March 31, 2024
Members’ Equity

Units Amount

Additional
Paid-In
Capital

Retained
Earnings

Accumulated
Other

Comprehensive
Income (Loss)

Members’
Equity

Balance at December 31,
2023 631,750 $ 632 $ 25,114 $ 4,805 $ 500 $ 31,051 

Net income – — — 6,629 — 6,629 
Units issuance 27,689 28 30,018 — — 30,046 
Cash distributions to
members – — — (2,420) — (2,420)
Other comprehensive
income – — — — 23 23 

Balance at March 31, 2024 659,439 $ 660 $ 55,132 $ 9,014 $ 523 $ 65,329 

See Notes to the Condensed Consolidated Financial Statements
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TWFG, Inc.
Condensed Consolidated Statements of Cash Flows

(Amounts in thousands)
(unaudited)

Three Months Ended
March 31,

2025 2024
Cash Flows from Operating Activities

Net income $ 6,853 $ 6,629 
Adjustments to reconcile net income to cash flows from operating activities:

Depreciation and amortization 3,359 3,013 
Stock-based compensation expense 1,204 — 
Non-cash lease expense 305 249 
Other non-cash items 3 1 
Change in:

Commission receivable, net 3,491 (653)
Accounts receivable (215) (93)
Other current and non-current assets 127 264 
Commissions payable 2,455 831 
Operating lease liabilities (260) (266)
Other current liabilities (1,677) (221)

Net cash provided by operating activities 15,645 9,754 
Cash Flows from Investing Activities

Purchase of intangible assets (11,151) (20,973)
Purchase of property and equipment (15) (8)

Net cash used in investing activities (11,166) (20,981)
Cash Flows from Financing Activities

Repayment of borrowings (473) (675)
Distributions to members (2,024) (2,420)
Tax withholding on vesting of equity awards (1,195) — 
Payment of deferred offering costs — (1,937)
Payment of equity issuance costs — (37)
Receipts of carrier liabilities 3,456 1,818 
Payments for carrier liabilities (1,138) (66)
Payment of deferred acquisition payable (151) (506)

Net cash used in financing activities (1,525) (3,823)

See Notes to the Condensed Consolidated Financial Statements
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TWFG, Inc.
Condensed Consolidated Statement of Cash Flows (continued)

(Amounts in thousands)
(unaudited)

Three Months Ended
March 31,

2025 2024

Net change in cash, cash equivalents and restricted cash 2,954 (15,050)
Cash, cash equivalents and restricted cash - beginning balance 205,323 46,468 
Cash, cash equivalents and restricted cash - ending balance $ 208,277 $ 31,418 

Net change in cash and cash equivalents $ 652 $ (16,742)
Net change in restricted cash 2,302 1,692 

Net change in cash, cash equivalents and restricted cash $ 2,954 $ (15,050)

Supplemental disclosures of cash flow information:
Cash paid for interest $ 83 $ 969 

Non-cash investing and financing activities:
Additions to intangible assets and offsetting additions to deferred acquisition payable $ 1,356 $ 394 
Additions to intangible assets and offsetting additions to members' equity $ — $ 25,560 
Additions to intangible assets and offsetting additions to other current liabilities $ — $ 5 
Settlement of deferred acquisition payable through the issuance of Class A common units $ — $ 4,524 

See Notes to the Condensed Consolidated Financial Statements
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TWFG, Inc.
Notes to the Condensed Consolidated Financial Statements

(unaudited)

1. ORGANIZATION AND BASIS OF PRESENTATION
Organization

TWFG, Inc. (“TWFG” or the “Company”) was incorporated as a Delaware corporation on January 8, 2024 for the purpose of facilitating an initial public
offering (“IPO”). TWFG is a holding company with its principal asset being a controlling ownership in TWFG Holding Company, LLC (“TWFG Holding”)
and its consolidated subsidiaries. All of TWFG’s business is conducted through TWFG Holding and its consolidated subsidiaries, and the financial results
of TWFG Holding and its consolidated subsidiaries are included in the Condensed Consolidated Financial Statements of TWFG.

TWFG is a leading, high-growth, independent distribution platform for personal and commercial insurance in the United States. TWFG and its subsidiaries
operate through one reportable segment, which is discussed in more detail in Note 14 Segment.

Basis of Presentation

The accompanying unaudited Condensed Consolidated Financial Statements of the Company and its wholly owned subsidiaries are prepared in
conformity with accounting principles generally accepted in the United States of America (“GAAP”) and applicable rules and regulations of the Securities
and Exchange Commission (“SEC”) regarding interim financial reporting. The interim financial information is unaudited but reflects all normal adjustments
that are necessary to provide a fair statement of results for the interim periods presented. Accordingly, these Condensed Consolidated Financial
Statements should be read in conjunction with the Company’s audited Consolidated Financial Statements and the notes thereto for the year ended
December 31, 2024 included in the Company’s Annual Report on Form 10-K filed with the SEC on March 27, 2025 (the “Annual Report”). The
Condensed Consolidated Balance Sheet as of December 31, 2024 was derived from our audited financial statements.

Reclassification

Certain amounts previously reported in the three months ended March 31, 2024 Condensed Consolidated Statements of Income have been reclassified
for comparative purposes to conform to the current period’s presentation.

Use of Estimates

The preparation of the Condensed Consolidated Financial Statements and notes thereto requires management to make estimates, judgements, and
assumptions that affect the amounts reported in the Condensed Consolidated Financial Statements and in the notes thereto. Such estimates and
assumptions could change in the future as circumstances change or more information becomes available, which could affect the amounts reported and
disclosed herein.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
There have been no material changes in the Company’s significant accounting policies from those that were disclosed for the year ended December 31,
2024 in the Annual Report.

Recent Accounting Pronouncements Not Yet Adopted

Disaggregation of Income Statement Expense

On November 4, 2024, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2024-03, Disaggregation of
Income Statement Expense (DISE), that requires an entity to disclose in the footnote a tabular format that disaggregates relevant expense captions in to
the following natural expense categories: purchase of inventory, employee compensation, depreciation, intangible asset amortization and depreciation,
depletion and amortization or other amounts of depletion expense. This guidance is effective for annual reporting periods beginning after December 15,
2026 and interim reporting periods beginning after

7
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December 15, 2027. The requirements will be applied prospectively with the option for retrospective application and early adoption is permitted. The
Company is currently evaluating the impacts.

Income Taxes

In December 2023, the FASB issued ASU 2023-09, Improvement to Income Tax Disclosures, that requires disaggregated income tax disclosures for
specific categories on the effective tax rate reconciliation, and additional information about federal, state, local and foreign income taxes. The standard
also requires annual disclosure of income taxes paid (net of refunds received), disaggregated by jurisdiction. This guidance is effective for fiscal years
beginning after December 15, 2024, with early adoption permitted. The standard is to be applied on a prospective basis, although optional retrospective
application is permitted. The Company is still evaluating the specific impacts on its Condensed Consolidated Financial Statements and disclosures related
to the adoption.

3. REVENUES
The following table presents the disaggregation of revenues by major source (in thousands):

Three Months Ended
March 31,

2025 2024
Commission income $ 48,785 $ 42,545 
Contingent income 1,663 1,076 
Fee income

Policy fees 1,051 513 
Branch fees 1,256 1,131 
License fees 608 515 
TPA fees 96 73 

Other income 364 290 
Total revenues $ 53,823 $ 46,143 

The Company operates through two primary offerings, which are Insurance Services and TWFG MGA. The following table presents the disaggregation of
revenues by offerings (in thousands):

Three Months Ended
March 31,

2025 2024
Insurance Services

Agency-in-a-box $ 35,996 $ 31,729 
Corporate Branches 8,223 7,276 

TWFG MGA 9,195 6,794 
Other 409 344 

Total revenues $ 53,823 $ 46,143 

As of March 31, 2025 and December 31, 2024, the commissions receivable reported in the Condensed Consolidated Balance Sheets had a balan ce of
$23.6 million and $27.1 million, respectively. The Company has no contract liabilities as of March 31, 2025, December 31, 2024, and January 1, 2024.

The Company’s allowance for credit losses is determined based on a combina tion of factors: credit quality indicators, including, but not limited to,
payment status, historical charge-offs, financial strength of the insurance carriers for commissions receivable, and production performance and age of
balances for receivables from agents.

8
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The following table provides a summary of changes in the Company’s allowance for expected credit losses 
(in thousands):

Three Months Ended
March 31,

2025 2024
Beginning of period $ 415 $ 312 

Increase in provision — 58 
Decrease in provision 2 — 

End of period $ 413 $ 370 

The Progressive Corporation accounted for 14% and 13% of total revenues for the three months ended March 31, 2025 and March 31, 2024,
respectively. No other customers individually accounted for 10% or more of the Company’s total revenues for the three months ended March 31, 2025
and March 31, 2024.

4. INTANGIBLE ASSETS AND ACQUISITIONS
In January 2024, the Company acquired the assets of nine of its independent branches and converted those independent branches to corporate
branches. The transactions resulted in the Company recording an increase in customer lists intangible assets of $40.8 million. The Company issued
equity and paid cash amounting to $20.4 million in settlement for the total purchase price.

The Company previously acquired partial interests in the assets of American Insurance Strategies, LLC (“AIS”), Luczkowski Insurance Agency Inc.
(“Luczkowski”) and Jim Kelly Insurance Agency Inc. (“Kelly”) and operated them as corporate branches. In January 2024, the Company acquired the
remaining interests in the assets of AIS, Luczkowski, and Kelly for a total purchase price of $5.2 million, converting them to wholly owned corporate
branches. The Company paid the total purchase price related to these asset acquisitions through the issuance of equity.

In January 2025, the Company acquired Mike Powell Insurance (“Powell”) and United States Insurance Group, LLC (“USIG”) for a total purchase price of
$10.6 million, with $1.4 million to be paid out upon the first anniversary of the close date. The deferred payment is recorded in the deferred acquisition
payable on the Condensed Consolidated Balance Sheets. The acquisitions were accounted for as asset acquisitions under the cost accumulation model.
The Company recognized intangible assets of $8.0 million from the Powell asset purchase and $2.6 million from the USIG asset purchase.

In addition to the acquisitions described above, the Company purchased customer lists intangible assets totaling $0.5 million and $0.7 million for the three
months ended March 31, 2025 and 2024, respectively, and $1.6 million for the year ended December 31, 2024, representing purchases of assets with
annualized revenue of less than $0.5 million.

9
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The following table presents information about the Company’s intangible assets (in thousands):

March 31, 2025 December 31, 2024

Customer Lists
Computer
Software

Non-Compete
Agreements Total Customer Lists

Computer
Software

Non-Compete
Agreements Total

Cost
Balance, beginning of period $ 96,553 $ 8,564 $ 275 $ 105,392 $ 48,997 $ 7,858 $ 275 $ 57,130 
Additions 11,027 124 — 11,151 47,556 706 — 48,262 
Disposals — — — — — — — — 
Balance, end of period 107,580 8,688 275 116,543 96,553 8,564 275 105,392 

Accumulated amortization 28,513 6,836 275 35,624 25,482 6,660 272 32,414 
Net carrying amount, end of period $ 79,067 $ 1,852 $ — $ 80,919 $ 71,071 $ 1,904 $ 3 $ 72,978 

2025 2024

Customer Lists
Computer
Software

Non-Compete
Agreements Total Customer Lists

Computer
Software

Non-Compete
Agreements Total

Three Months Ended March 31,
Amortization expense $ 3,031 $ 176 $ 3 $ 3,210 $ 2,663 $ 225 $ 29 $ 2,917 

(1)    The acquired customer lists in 2025 and 2024 have a weighted average amortization period of 8 years. 

The following table presents the future amortization for intangible assets as of March 31, 2025 (in thousands):

Customer Lists Computer Software
Non-Compete
Agreements

Remainder of 2025 $ 9,103 $ 486 $ — 
2026 12,083 556 — 
2027 12,036 457 — 
2028 12,000 270 — 
2029 11,774 80 — 
Thereafter 22,071 3 — 
Total $ 79,067 $ 1,852 $ — 

5.        OTHER CURRENT LIABILITIES
Other current liabilities consisted of the following as of the dates indicated (in thousands):

March 31, 2025 December 31, 2024
Accrued salaries and bonus expenses $ 1,212 $ 1,574 
Accrued professional fees 783 1,256 
Accounts payable 653 3,233 
Income tax payable 1,837 1,495 
Other current liabilities 2,357 2,293 

$ 6,842 $ 9,851 

(1)
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6.        DEBT
The following is a summary of the Company’s outstanding debt (in thousands):

March 31, 2025 December 31, 2024
Term Loans

7-year term loan, periodic interest and monthly principal payments, Daily Simple SOFR + 0.11448% SOFR adjustment,
matures December 6, 2027 $ 5,446 $ 5,919 

Total term loans 5,446 5,919 
Revolving Facility

5-year revolving credit facility, periodic interest payments, Term SOFR + 0.10% SOFR adjustment + 2% up to 2.75%
applicable margin based on the consolidated leverage ratio, plus commitment fees of 0.20% up to 0.35% based on the
consolidated leverage ratio, matures May 23, 2028 — — 

Deferred acquisition payable 1,573 1,723 
Total debt 7,019 7,642 
Current maturities (2,526) (2,513)
Long-term debt $ 4,493 $ 5,129 

Future maturities of the Company’s outstanding debt as of March 31, 2025 were as follows (in thousands):

Remainder of 2025 $ 1,890 
2026 2,566 
2027 2,296 
2028 147 
2029 120 
Thereafter — 
Total $ 7,019 

For the three months ended March 31, 2025 and March 31, 2024, the Company incurred interest expense of $0.1 million and $0.8 million, respectively.

Term Loans

The 7-year term loan was entered into on December 4, 2020, with the original principal of $13.0 million, which matures on December 6, 2027. The
Company entered into interest rate swap agreements to manage its exposure to interest rate fluctuations related to its term loans.

Revolving Credit Agreement

On May 23, 2023, the Company entered into a Revolving Credit Agreement (the “Revolving Credit Agreement”) with PNC Bank National Association
(“Lender”), which provides a revolving credit facility to the Company, with commitments in an aggregate principal amount not to exceed $50.0 million (as
amended on June 20, 2024, the “Revolving Facility”). The borrowings under the Revolving Facility will be used by the Company for permitted
acquisitions, working capital and general corporate purposes.

The Company pays a commitment fee on undrawn amounts under the Revolving Facility of 0.20% up to 0.35% based on the consolidated leverage ratio.
On August 5, 2024, the Company repaid the outstanding balance of its Revolving Facility amounting to $41.0 million using a portion of the net proceeds
from the IPO. As of March 31, 2025 and December 31, 2024, the unused capacity under the Revolving Facility was $50.0 million and $50.0 million,
respectively.

Borrowings under the term loans and the Revolving Facility are secured by substantially all assets constituting personal property of TWFG, Inc. and its
subsidiaries, including receivables, inventory, equipment, and intellectual property, subject to certain exceptions. In addition, the term loan agreement
contains covenants that restrict the Company’s ability to make certain distributions or dividend payments, incur additional debt, engage in certain asset
sales, mergers, acquisitions or similar transactions, create liens on assets, engage in certain transactions with
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affiliates, change the Company’s business or make investments. In addition, the term loan agreement requires the Company to maintain certain financial
ratios. As of March 31, 2025 and December 31, 2024, the Company was in compliance with these covenants. The carrying amount of the Company’s
variable rate debt as of March 31, 2025 and December 31, 2024 approximates fair value due to the short-term reset of the interest rate based on SOFR
and the absence of a credit spread.

Deferred Acquisition Payable

In April 2023, the Company acquired customer list intangible assets for a total consideration of $4.3 million, of which $3.0 million was paid in cash at
closing. The remaining balance was settled through the issuance of a note payable monthly over three years beginning in April 2024 and bears an annual
interest of 3.75%.

In March 2024, the Company acquired customer list intangible assets, of which approximately $0.4 million of the purchase price was settled through the
issuance of a non-interest bearing note and was recorded as deferred acquisition payable. The note is payable monthly over a period of 70 months. The
deferred acquisition payable was recorded at fair value with an imputed interest rate of 5.00%.

In October 2024, the Company acquired customer list intangible assets, of which approximately $0.4 million of the purchase price was settled through the
issuance of a non-interest bearing note and was recorded as deferred acquisition payable. The note is payable monthly over a period of 60 months. The
deferred acquisition payable was recorded at fair value with an annual imputed interest rate of 4.69%.

The portion of the Company’s acquisition-related notes due within 12 months or less from the financial statement date is reported in the Condensed
Consolidated Balance Sheets as Deferred acquisition payable, current, while the amount due after 12 months from the financial statement date is
included in Deferred acquisition payable, non-current. See Note 4. Intangible Assets and Acquisitions and Note 11. Related Party Transactions for more
information regarding the purchase of the customer list intangible assets.

Fair value information about financial instruments not measured at fair value

The following table presents the Company’s debt that is not measured at fair value on a recurring basis:

March 31, 2025 December 31, 2024
Carrying Value Fair Value Carrying Value Fair Value

Debt
Current portion of long-term debt $ 1,927 $ 1,927 $ 1,912 $ 1,912 
Long-term debt $ 3,519 $ 3,519 $ 4,007 $ 4,007 
Deferred acquisition payable $ 2,929 $ 2,887 $ 1,723 $ 1,669 

(1)    The carrying value of the Company’s borrowings under its various credit agreements approximates its fair value due to the variable interest rate based upon adjusted SOFR.
(2)    The acquisition payable represents cash payments that are due to the seller paid out over a future period. The fair value of the acquisition payable is based on an estimate using a discounted
cash flow analysis and current finance rates for similar types of financing arrangements.

7.        STOCKHOLDERS’ EQUITY
The Company’s board of directors (the “Board”) approved an amended and restated certificate of incorporation (the “Restated Certificate of
Incorporation”), which became effective on July 17, 2024 in connection with the IPO. The Restated Certificate of Incorporation authorizes the issuance of
three classes of common stock: Class A common stock, par value $0.01 per share (“Class A Common Stock”), non-economic Class B common stock, par
value $0.00001 per share (“Class B Common Stock” or “Class B Voting Stock”), and non-economic Class C common stock, par value $0.00001 per share
(“Class C Common Stock” or “Class C Voting Stock”), and preferred stock.

In connection with the IPO on July 19, 2024, the Company issued 11,000,000 shares of Class A Common Stock, at a price of $17.00 per share. On July
23, 2024, the underwriters purchased an additional 1,650,000 shares of Class A Common Stock in connection with the underwriters’ full exercise of their
option to purchase additional shares, at a price of $17.00 per share. The Company received approximately $192.9 million of net proceeds, including from
the full exercise of the underwriters’ option, after deducting underwriting discounts and commissions of approximately $14.4 million and related offering
expenses of approximately $7.8 million. In connection with certain reorganization transactions immediately prior to the IPO (the “Reorganization
Transactions”), the Company issued

(1)

(2)
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(i) 2,161,874 shares of Class A Common Stock in exchange for 342,362 limited liability company units of TWFG Holding (“LLC Units”) held by Bunch
Family Holdings, LLC (“Bunch Holdings”) and 1,819,512 LLC Units held by certain individuals and entities (the “New Members”), (ii) 7,277,651 shares of
Class B Common Stock to RenaissanceRe Ventures U.S. LLC (“RenRe”) and GHC Woodlands Holdings LLC (“GHC”) for consideration of $0.00001 per
share and (iii) 33,893,810 shares of Class C Common Stock to Bunch Holdings for consideration of $0.00001 per share. Immediately after the IPO and
the Reorganization Transactions, 14,811,874 shares of Class A Common Stock were outstanding, including 12,650,000 shares issued in the IPO plus
342,362 shares issued to Bunch Holdings and 1,819,512 shares issued to New Members, and 7,277,651 shares of Class B Common Stock and
33,893,810 shares of Class C Common Stock were outstanding.

The following table summarizes the capitalization and voting rights of the Company’s classes of stock as of March 31, 2025:

Authorized Par Value Issued & Outstanding Votes per share Economic Rights
Preferred stock 50,000,000 $ 0.01 None

Common stock:
Class A 300,000,000 $ 0.01 14,904,083 1 Yes
Class B 100,000,000 $ 0.00001 7,277,651 1 No
Class C 100,000,000 $ 0.00001 33,893,810 10 No

(1)     Each share of Class A Common Stock and non-economic Class B Common Stock entitles its holder to one vote per share on all matters submitted to a vote of the stockholders.

(2)     Each share of non-economic Class C Common Stock entitles its holders to ten votes per share on all matters presented to the stockholders and on which the holders of the Class C Common
Stock are entitled to vote; provided, that each share of Class C Common Stock will be entitled to one vote per share automatically (i) 12 months following the death or disability of Richard F. (“Gordy”)
Bunch III or (ii) upon the first trading day on or after such date that the outstanding shares of non-economic Class C Common Stock represent less than 10% of the then-outstanding Class A Common
Stock, non-economic Class B Common Stock and non-economic Class C Common Stock, which, in either instance, may be extended to 18 months upon affirmative approval of a majority of the
independent directors.

The Board is authorized to direct the Company to issue shares of preferred stock in one or more series and has the discretion to determine the number
and designation of such series and the powers, rights, preferences, privileges and restrictions, including voting rights, dividend rights, conversion rights,
redemption privileges and liquidation preferences, of each series of preferred stock. Through March 31, 2025, no shares of preferred stock have been
issued.

Holders of Class A Common Stock are entitled to receive dividends when and if declared by the Board out of funds legally available therefor, subject to
any statutory or contractual restrictions on the payment of dividends and to any restrictions on the payment of dividends imposed by the terms of any
outstanding preferred stock. Upon liquidation, dissolution or winding up and after payment in full of all amounts required to be paid to creditors and to the
holders of preferred stock having liquidation preferences, if any, the holders of shares of Class A Common Stock will be entitled to receive pro rata our
remaining assets available for distribution.

Holders of the Company’s non-economic Class B and non-economic Class C Common Stock do not have any right to receive dividends or to receive a
distribution upon a liquidation or winding up of the Company.

Noncontrolling interests

Noncontrolling interests represent the economic interests of TWFG Holding held by Bunch Holdings, RenRe and GHC (collectively, the “Pre-IPO LLC
Members” or “Continuing Pre-IPO LLC Members”).

The following table summarizes the ownership of TWFG Holding as of March 31, 2025:

Owner
Units 

Owned Ownership percentage
TWFG, Inc. 14,904,083 26.6 %
Noncontrolling interests 41,171,461 73.4 %
Total 56,075,544 100.0 %

(1)

(1)

(2)
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Cash Distributions to Members Related to Their Income Tax Liabilities

As a limited liability company treated as a partnership for income tax purposes, TWFG Holding does not incur significant federal, state or local income
taxes, as these taxes are primarily the obligations of its members. Under the TWFG LLC Agreement, TWFG Holding is required to distribute cash, to the
extent that TWFG Holding has cash available, on a pro rata basis to its members to the extent necessary to cover the members’ tax liabilities, if any, with
respect to each member’s share of TWFG Holding’s taxable earnings. TWFG Holding makes such tax distributions to its members quarterly, based on an
estimated tax rate and projected year-to-date taxable income, with a final accounting once actual taxable income or loss has been determined. TWFG
Holding made tax distributions to its members totaling approximately $2.4 million for the three months ended March 31, 2024. TWFG Holding made tax
distributions to its members for the three months ended March 31, 2025 totaling approximately $2.8 million.

8.        STOCK-BASED COMPENSATION
2024 Omnibus Incentive Plan

On July 17, 2024, the Company adopted the 2024 Omnibus Incentive Plan (the “2024 Incentive Plan”) for its directors, officers, employees, consultants
and advisors. The 2024 Incentive Plan authorizes the granting of stock options, restricted stock, restricted stock units (“RSUs”), stock appreciation rights,
and other stock-based awards. The Company has reserved 4,346,667 shares of Class A Common Stock for issuance under the 2024 Incentive Plan,
subject to annual increases pursuant to the terms of the 2024 Incentive Plan. During the three months ended March 31, 2025, the Company granted
51,160 RSUs and 38,223 performance stock units (“PSUs”) under the 2024 Incentive Plan, and 3,879,862 shares of Class A Common Stock remain
available for future grant.

Stock-Based Compensation Expense

Stock-based compensation expense recorded in salaries and employee benefits for the three months ended March 31, 2025 w as $1.2 million. There was
no equity or equity-based compensation plan maintained by the Company prior to its IPO on July 19, 2024.

Stock-Based Awards

RSUs

The Company withholds and sells shares of Class A Common Stock associated with net settlements to cover tax withholding obligations upon the vesting
of RSUs for certain employees under its 2024 Incentive Plan. During the three months ended March 31, 2025, 134,018 RSUs vested and the Company
withheld 41,809 RSUs for $1.2 million, resulting in the net issuance of 92,209 shares of Class A Common Stock. The vesting of RSUs is shown net of this
withholding on the Condensed Consolidated Statements of Stockholders’/Members’ Equity and Condensed Consolidated Statements of Cash Flows.

Stock-based awards granted in the period include RSUs with service-based vesting conditions. Outstanding RSUs and related activity for the three
months ended March 31, 2025 were as follows:

Number of Awards
Weighted-Average Grant Date

Fair Value
Unvested balance - December 31, 2024 419,935 $ 17.00 

Granted 51,160 30.91 
Vested (134,018) 17.00 
Forfeited (704) 17.00 

Unvested balance - March 31, 2025 336,373 $ 19.12 
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PSUs

The Company has granted performance and service based awards to certain key employees, in the form of PSUs, which are earned based on the
achievement of certain performance targets and continuous service. The PSUs are subject to a two-year measurement period during which the number of
Class A Common Stock to be issued in settlement of the PSUs remains uncertain until the end of the measurement period and will cliff vest based on the
level of achievement with respect to the applicable performance criteria. The PSUs are divided into two tranches: 50% EBITDA PSUs and 50% Revenue
PSUs. The EBITDA PSUs performance vest based on the achievement of certain cumulative EBITDA targets over the performance period. The Revenue
PSUs performance vest based on the achievement of certain cumulative organic revenue targets over the performance period. In addition, the PSUs
granted to certain employees are contingent generally upon the employee’s continuous service with the Company through the third anniversary of the
grant date. Subsequent to such measurement period, the vesting of PSUs is subject to certification by the compensation committee of the Board.

If the vesting conditions of the PSUs are not met the awards will be forfeited. Outstanding PSUs and related activity for the three months ended March 31,
2025 were as follows:

Number of Awards
Weighted-Average Grant Date

Fair Value
Unvested balance - December 31, 2024 — $ — 

Granted 38,223 30.91 
Vested — — 
Forfeited — — 

Unvested balance - March 31, 2025 38,223 $ 30.91 

Summary of Unamortized Compensation Expense

As of March 31, 2025, the Company estimated there to be $6.5 million of unamortized compensation expense related to all non-vested stock-based
compensation arrangements granted under the Company’s stock-based compensation plans, based upon current projections of grants measured against
performance criteria. That expense is expected to be recognized over a weighted-average period of 1.9 years.

9.        INCOME TAXES
The Company accounts for income taxes using the asset and liability method, which requires the recognition of deferred tax assets and liabilities for the
expected future tax consequences of events that have been recognized in the Condensed Consolidated Financial Statements or in the Company’s tax
returns. Deferred tax assets and liabilities are determined based on the difference between the financial statement and tax basis of assets and liabilities
using enacted tax rates in effect for the year in which the differences are expected to reverse. Changes in deferred tax assets and liabilities are recorded
in the provision for income taxes. The Company assesses the likelihood that its deferred tax assets will be recovered from future taxable income and, to
the extent it believes, based upon the weight of available evidence, that it is more likely than not that all or a portion of the deferred tax assets will not be
realized, a valuation allowance is established through a charge to income tax expense. Potential for recovery of deferred tax assets is evaluated by
estimating the future taxable profits expected and considering prudent and feasible tax planning strategies.

Prior to the Reorganization Transactions, we were organized as Delaware limited liability companies and Delaware limited partnerships and were treated
as flow-through entities for U.S. federal income tax purposes. Income tax expense was $0.7 million for the three months ended March 31, 2025. The
estimated effective tax rate was 8.74% for the three months ended March 31, 2025, which is different from the 21% statutory rate primarily because
income tax expense is recognized only on the portion of earnings attributable to the Company in the periods following the consummation of the
Reorganization Transactions.

As of March 31, 2025 and December 31, 2024, t he Company did not have any material uncertain tax positio ns.
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10.        DEFINED CONTRIBUTION PLAN
TWFG Holding sponsors a Safe Harbor defined contribution plan (the “Plan”). The sponsor is part of a controlled group that includes both TWFG
Insurance Services LLC (“TWFG-IS”) and TWFG General Agency LLC (“TWFG-GA”). The Plan allows employees who are age 21 or older and have
completed 3 months of service to participate.

Each year, participants may defer between 1% and 100% of eligible compensation, not to exceed the maximum dollar amount as allowed under Section
402(g) of the Internal Revenue Code. Effective January 1, 2008, the Plan was amended to allow the Company to meet the provisions of the regulations.
The Plan provides a Company matching of 100% on the first 4% of eligible compensation that a participant contributes to the Plan.

For the three months ended March 31, 2025 and March 31, 2024, the Company recognized expenses related to the Plan of $0.2 million and $0.1 million,
respectively. The Company at its election may make discretionary profit share contributions. Contributions are subject to certain limitations. For the three
months ended March 31, 2025 and March 31, 2024, the Company elected not to make any additional discretionary contributions.

11.        RELATED PARTY TRANSACTIONS
The Company provides administration services to and pays expenses on behalf of its subsidiaries as part of its management agreement with its
subsidiaries. These expenses are allocated to the subsidiaries based on the time expended by employees in each subsidiary. For the three months
ended March 31, 2025 and March 31, 2024, the Company allocated general and administrative expenses related to the continuing operations totaling
$1.6 million and $1.0 million, respectively. These amounts are eliminated in the Condensed Consolidated Statements of Income.

For the three months ended March 31, 2025 a nd March 31, 2024, TWFG-GA earned $3.1 million and $1.1 million in commissions, respectively, and $0.8
million and $0.4 million in fee income, respectively, from The Woodlands Insurance Company (“TWICO”). These amounts are not eliminated and are
included in commission income and fee income in the Condensed Consolidated Statements of Income. In addition, TWFG Holding provides
administration services to and pays expenses on behalf of TWICO as part of its management agreement with TWICO. For the three months ended
March 31, 2025 and March 31, 2024, the Company allocated general and administrative expenses related to TWICO, which were immaterial.

TWFG-IS and TWFG-GA have software licensing agreements with Evolution Agency Management LLC (“EVO”), which allow TWFG-IS and TWFG-GA to
use EVO’s proprietary agency management system in exchange for a fixed annual fee. In addition, TWFG Holding provides administration services to
and pays expenses on behalf of EVO as part of its management agreement with EVO. For the three months ended March 31, 2025 and March 31, 2024,
the Company incurred $0.8 million and $0.5 million in license fees, respectively, and allocated general and administrative expenses related to EVO,
totaling $0.1 million and $0.06 million, respectively. These amounts are not eliminated and are included in Other administrative expenses in the
Condensed Consolidated Statements of Income.

The Company purchased the assets of Ralph E. Wade Insurance Agency Inc. (“Wade”) in April 2023 for a total consideration of $4.3 million, of which
$3.0 million was paid in cash, and the remaining balance of $1.3 million, was settled through the issuance of an interest-bearing note, payable monthly,
over three years beginning in April 2024. The portion of the balance due within 12 months or less from the financial statement date is reported in the
Condensed Consolidated Balance Sheets as Deferred acquisition payable, current, while the amount due after 12 months from the financial statement
date is included in Deferred acquisition payable, non-current.

Immediately following the Wade assets purchase, the Company sold 10.9% interest in the assets purchased from Wade to AIS for a total consideration of
$0.5 million. In connection with the Wade asset purchase, the branch agreement between TWFG-IS and AIS was amended to add Wade’s book of
business into AIS, which changed to TWFG-IS ownership of the assets of AIS branch from 70% to 76.9%.

As described in Note 4. Intangible Assets and Acquisitions, the Company acquired interests in the operations and assets of AIS, Luczkowski and Kelly. All
respective equity ownership with AIS, Luczkowski and Kelly following the respective asset purchases remained with the sellers, while TWFG-IS managed
the ongoing operations of AIS, Luczkowski and Kelly. In January 2024, the Company acquired the remaining interests in the assets of AIS, Luczkowski,
and Kelly for a total purchase price of $5.2 million, converting them to wholly owned corporate branches. The Company issued equity to settle the total
purchase price.
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On November 12, 2024, the Company entered into a lease agreement with Parkwood 2, LLC (the “Lease”), a related party, for additional office space
located in The Woodlands, Texas. Parkwood 2, LLC is owned by the Continuing Pre-IPO LLC Members. The Lease commenced on December 1, 2024
with an initial term of 120 months with an option to renew. The Company has the right to extend the term of the Lease for an additional 120 months at the
then-prevailing market rate.

RenaissanceRe Holdings Ltd., through its wholly-owned subsidiary RenRe, has been an investor in the Company since 2018. Jonathan Anderson serves
on the Board and is the Senior Vice President, Global Head - Strategic Investments of RenaissanceRe Holdings Ltd.

Griffin Highline Capital, LLC, through its wholly-owned subsidiary, GHC, has been an investor in the Company since 2021. Michael Doak serves on the
Board and is the Chief Executive Officer and Managing Partner of Griffin Highline Capital.

12.        EARNINGS PER SHARE
For the three months ended March 31, 2025,  basic earnings per share has been calculated by dividing net earnings attributable to Class A common
stockholders by the weighted average number of shares of Class A Common Stock outstanding for the same period. All earnings prior to July 19, 2024,
the date of the Reorganization Transactions, were entirely allocable to the noncontrolling interests and, as a result, earnings per share information is not
applicable for reporting periods prior to this date. Shares of Class A Common Stock are weighted for the portion of the period in which the shares were
outstanding. Diluted earnings per share has been calculated in a manner consistent with that of basic earnings per share while considering all potentially
dilutive shares of Class A Common Stock outstanding during the periods.

Prior to the IPO and Reorganization Transactions, TWFG Holding’s equity structure included common units. The Company considered the calculation of
earnings per unit for periods prior to the IPO and determined that such presentation would not provide meaningful information to the users of these
Condensed Consolidated Financial Statements. Therefore, earnings per share information has not been presented for the three months ended March 31,
2024. The following tables set forth the computation of basic and diluted earnings per share for the three months ended March 31, 2025 (in thousands,
except share and per share amounts):

Three Months Ended March 31,
2025

Numerator:
Net income attributable to TWFG, Inc. (basic) $ 1,338 

Plus: Income attributed to dilutive shares 13 
Net income attributable to common stockholders (diluted) $ 1,351 

Denominator:
Weighted average common stock outstanding (basic) 14,889,739 
Effect of potentially dilutive securities:
RSUs 165,814 
Weighted average common stock outstanding (diluted) 15,055,553 

Earnings per share
Basic $ 0.09 

Diluted $ 0.09 

Diluted earnings per share attributable to common stockholders adjusts the basic earnings per share attributable to common stockholders and the
weighted average number of shares of common stock outstanding for the potential dilutive impact of potential common stock. Pursuant to the
Reorganization Transactions, Class B Voting Stock and Class C Voting Stock are considered in the calculation of dilutive earnings per share on an if-
converted basis as these classes of stock, together with the related LLC Units, have exchange rights into Class A Common Stock that could result in
additional Class A Common Stock being issued. Net income attributable to the noncontrolling interests would be added back to net income in the fully
dilutive computation and adjusted for income taxes which
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would have been expensed had the income been recognized by the Company, a taxable entity. All other potentially dilutive securities (such as unvested
RSUs and PSUs) are determined based on the treasury stock method.

The Company excluded the following potential shares, presented based on amounts outstanding at each period end, from the computation of diluted
weighted average shares outstanding for the periods indicated because including them would have had an antidilutive effect:

Three Months Ended
March 31,

2025
PSUs 38,223 
RSUs 51,160 
Class B Voting Stock 7,277,651 
Class C Voting Stock 33,893,810 

41,260,844 

13.        LITIGATION AND CONTINGENCIES
The Company may be involved in various legal proceedings and subject to claims that arise in the ordinary course of business. Although the results and
claims are inherently unpredictable and uncertain, the Company is not presently a party to any litigation the outcome of which, the Company believes, if
determined adversely to it, would individually or taken together have a material adverse effect on the Company’s business, operating results, cash flows
or financial condition.

The Company records liabilities for loss contingencies when it is probable that a liability has been incurred and the amount is reasonably estimable. The
Company does not discount such contingent liabilities and recognizes incremental costs related to the contingencies when incurred.

14.        SEGMENT
The Company has one operating segment and therefore one reportable segment relating to its business as an independent distribution platform for
personal and commercial insurance in the United States. All business activities and operations are reported in the one reportable segment, which applies
accounting policies consistent with the consolidated entity. The Company’s Chief Operating Decision Maker (“CODM”), the Chief Executive Officer,
manages the Company’s operations on a consolidated basis as one operating segment for the purpose of evaluating financial performance and allocating
resources. See Note 3. Revenue for products and major customers on an entity wide basis.

The segment derives its revenues primarily from the placement of insurance contracts between insurance carriers and insureds. The CODM assesses
the financial performance of the segment and decides how to allocate resources based on net income on a consolidated basis. The measure of segment
assets is reported on the Condensed Consolidated Balance Sheets as total consolidated assets. Refer to Note 4. Intangible Assets and Acquisitions for
capital expenditures on an entity wide basis.

The CODM uses net income predominantly in the annual operating budget and in the strategic planning and forecasting process. Such profit measure is
used to monitor budget versus actual results on an ongoing basis by the CODM and determine how resources are allocated to the various activities of the
Company. The CODM also uses net income to evaluate the Company’s performance and assist in determination of management’s incentive
compensation.
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The following table provides a summary of the segment revenue, segment profit or loss, and significant segment expenses (in thousands):

Three Months Ended
March 31,

2025 2024
Total revenues $ 53,823 $ 46,143 
Less:

Commission expense 31,814 26,443 
Salaries and employee benefits 8,196 6,254 
Technology expense 1,418 1,077 
Consultant and other professional fees 805 504 
Depreciation and amortization 3,359 3,013 
Other segment items 2,502 1,551 
Interest expense 83 842 
Interest income (1,863) (170)
Income tax expense 656 — 

Segment and consolidated net income $ 6,853 $ 6,629 

(1)    Other segment items included in segment net income include marketing expenses, survey expenses, office expenses, and certain administrative expenses.

15.        SUBSEQUENT EVENTS
Subsequent to the quarter ended March 31, 2025, the Company completed acquisitions and business partnerships in support of our on-going growth
strategy. The financial and operational impacts of these transactions remain subject to further evaluation and, as of the date of this filing, are not expected
to have a material effect on the Company’s Condensed Consolidated Financial Statements.

We have evaluated subsequent events through May 13, 2025, the issuance date and determined that no events have occurred that require disclosure
other than the event listed above.

(1)
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our unaudited Condensed
Consolidated Financial Statements and the related notes and other financial information included elsewhere in this Quarterly Report. 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 below and in the Annual Report, particularly in the section Part I, Item 1A. Risk Factors and in “Cautionary
Note Regarding Forward-Looking Statements” in this Quarterly Report.

The following discussion contains commentary on the financial results derived from the unaudited Condensed Consolidated Financial Statements for the
three months ended March 31, 2025 and March 31, 2024 of TWFG, Inc.

Overview
We are a leading, high-growth, independent distribution platform for personal and commercial insurance in the United States. We are pioneers in the
insurance industry, developing an agency model built on innovation and experience with what we believe is a more flexible approach than traditional
distribution models. Our offerings are fulsome and flexible in that we offer all lines of insurance, multiple distribution contract options, M&A services,
proprietary virtual assistants, proprietary technology, proprietary premium financing, unlimited continuing education, recognition programs, co-op funding,
marketing support and overall lower costs to operate. Since our founding in 2001 by our Chief Executive Officer, Richard F. (“Gordy”) Bunch III, we have
established a track record of creating solutions for independent agents, insurance carriers and our Clients, with sustainable growth regardless of
economic and P&C pricing cycles.

We embrace a simple philosophy: “Our Policy is Caring,” which is more than a motto. This philosophy informs the way we interact with all of our
stakeholders and the communities in which they live and work. We seek to attract partners who come in every day with the commitment to making a
difference in the lives of the people and communities we interact with. We treat our Clients, employees and stakeholders like family.

Certain income statement line items
Revenues

Commission income. We derive commission income from the placement of insurance contracts between insurance carriers and Clients. Our commissions
are established by the agency agreement between the Company and the insurance carrier and are calculated as a percentage of premiums for the
underlying insurance contract. Commission rates vary across insurance carriers, states and lines of business and typically range from 7% to 22%. Our
average commission rate for 2024 was approximately 12%.

Our main obligation under our agency agreements with the insurance carriers is selling insurance contracts to our Clients. Each underlying insurance
contract is a separate and distinct contract between the Client and the insurance carrier. Our Clients are not obligated to keep the insurance contract for
the full term or renew it with the insurance carrier beyond its initial term. We are required to try to resell the insurance contract to our Client at the
expiration of each policy term or shop for alternatives if our Client decides to terminate its existing insurance contract. We recognize commission income
when the performance obligation of placing the insurance contract between our Client and the insurance carrier has been met and the insurance contract
is in effect, based on its effective date.

Our agency agreements with the insurance carriers are non-exclusive and can typically be terminated unilaterally by either party. Additionally, either party
can agree to amend the provisions of the agency agreements, which may affect our future commission income.

Contingent income. We may earn contingent income from insurance carriers. Contingent income is highly variable and based primarily on underwriting
results and, to a lesser extent, volume.
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Fee income. Fee income is comprised primarily of policy fees, branch fees, license fees and third-party administrator (“TPA”) fees. The Company
receives policy fees as compensation for administrative services performed in connection with the placement and issuance of certain policies that are in
addition to and separate from commissions paid by the insurance carriers. Branch fees include the monthly recurring fees assessed for the ongoing
Client service and back-office support provided to independent branches operating exclusively through the Company pursuant to an exclusive Branch
agreement and a one-time branch onboarding fee. License fees are usage-based fees assessed by the Company for the use of its proprietary
applications. TPA fees are related to services performed based on service agreements with the insurance carriers.

Other income. Other income is comprised primarily of income earned for facilitating premium financing arrangements, fees assessed for agent
conventions, interest income on fiduciary funds, and other miscellaneous income.

The following table sets forth our revenues by amount and as a percentage of our revenues for the periods indicated (dollar amounts in thousands):

Three Months Ended March 31,
2025 2024

Amount % of Total Amount % of Total
Commission income $ 48,785 91 % $ 42,545 92 %
Contingent income 1,663 3 1,076 2 
Fee income 3,011 5 2,232 5 
Other income 364 1 290 1 
Total revenues $ 53,823 100 % $ 46,143 100 %

Commission expense. Commission expense is our largest expense, representing the consideration paid to our agents for producing and retaining
business. We expect our commission expense to continue to increase corresponding with our expected business growth.

Salaries and employee benefits.  Salaries and employee benefits consist of base compensation and any bonuses, equity compensation and benefits paid
and payable to employees. We operate in competitive markets and expect to continue to experience a general rise in compensation and benefits expense
commensurate with expected growth in headcount, geographic expansion and the creation of new products and services.

Other administrative expenses. Other administrative expenses include technology costs, legal and professional fees, office expenses, marketing
expense, survey expenses and other costs associated with our operations. Fluctuations in other administrative expenses are relative to the overall scale
of our business operations.

Depreciation and amortization. Depreciation and amortization are primarily comprised of the amortization of intangible assets recognized from our
strategic asset acquisitions. As we continue to pursue strategic asset acquisitions, we expect our amortization expenses to increase.

Interest expense. Interest expense consists of interest payable on indebtedness, commitment fees and imputed interest on Deferred acquisition payables.

Interest income. Interest income consists of interest earned on the Company’s Cash and cash equivalents which are not held in a fiduciary capacity.
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Consolidated results of operations
The following is a discussion of our consolidated results of operations for the periods presented. This information is derived from our accompanying
unaudited Condensed Consolidated Financial Statements prepared in accordance with accounting principles generally accepted in the United States of
America (“GAAP”).

The following table summarizes our results of operations for the periods presented (in thousands):

Three Months Ended March 31,
2025 2024

Amount % of Total Amount % of Total
Revenues

Commission income $ 48,785 91 % $ 42,545 92 %
Contingent income 1,663 3 1,076 2 
Fee income 3,011 5 2,232 5 
Other income 364 1 290 1 

Total revenues 53,823 100 % 46,143 100 %
Expenses

Commission expense 31,814 66 % 26,443 68 %
Salaries and employee benefits 8,196 17 6,254 16 
Other administrative expenses 4,724 10 3,130 8 
Depreciation and amortization 3,359 7 3,013 8 

Total operating expenses 48,093 100 % 38,840 100 %
Operating income 5,730 7,303 

Interest expense 83 842 
Interest income 1,863 170 
Other non-operating expense 1 2 

Income before tax 7,509 6,629 
Income tax expense 656 — 

Net income $ 6,853 $ 6,629 

Comparison of the Three Months Ended March 31, 2025 and 2024

Total revenues

The following table presents the disaggregation of our revenues by offerings (in thousands):

Three Months Ended March 31,
2025 2024

Amount % of Total Amount % of Total
Insurance Services

Agency-in-a-Box $ 35,996 67 % $ 31,729 69 %
Corporate Branches 8,223 15 7,276 15 

Total Insurance Services 44,219 82 39,005 84 
TWFG MGA 9,195 17 6,794 15 
Other 409 1 344 1 

Total revenues $ 53,823 100 % $ 46,143 100 %

Total revenues for the three months ended March 31, 2025 increased by $7.7 million, or 16.6%, compared to the same period in the prior year. The
increase was primarily due to a $6.2 million, or 14.7%, increase in commission income driven primari ly by higher premium rates and continued business
growth. Also contributing to the increase in total revenues were the $0.8 million, or 34.9%, increase in fee income, $0.6 million, or 54.6%, increase in

22



Table of Contents

contingent income, and $0.1 million, or 25.5%, increase in o ther income compared to the same period in the prior year. See discussions below for
additional information about the changes in our revenues.

Commission income

The following table presents the disaggregation of our commission income by offerings (in thousands):

Three Months Ended March 31,
2025 2024

Amount % of Total Amount % of Total
Insurance Services

Agency-in-a-Box $ 33,358 68 % $ 29,900 70 %
Corporate Branches 8,214 17 7,250 17 

Total Insurance Services 41,572 85 37,150 87 
TWFG MGA 7,213 15 5,395 13 

Total commission income $ 48,785 100 % $ 42,545 100 %

Commission income for the three months ended March 31, 2025  increased by $6.2 million, or 14.7%, co mpared to the same period in the prio r year.
Higher premium rates and continued business growth were the primary drivers of the increase in our commission income.

Commission income for Insurance Services grew by $4.4 million, or 11.9%, for the three months ended March 31, 2025 compared to the same period in
the prior year. Agency-in-a-Box commission income for the three months ended March 31, 2025 increased by $3.5 million, or 11.6%, c ompared to the
same period in the prior year. This increase was driven by higher written premium volume.

Insurance Services Corporate Branches commission  income for the three months ended March 31, 2025 increased by $1.0 million, or 13.3%, compared
to the same period in the prior year. The increase was primarily driven by the continued organic growth of our Book of Business.

TWFG MGA commission income for the three months ended March 31, 2025 increased by $1.8 million, or 33.7%, compared to the same period in the
prior year. An increase of $1.7 million was due to continued growth and commission rate increase of The Woodlands Insurance Company business
compared to the same period in the prior year. The additional $0.1 million was driven by growth in the Company’s other MGA programs. See “Key
Performance Indicators” below for additional information related to our written premiums.

Contingent income

Contingent income for the three months ended March 31, 2025 was $1.7 million, reflecting a $0.6 million, or 54.6%, increase compared to the same
period in the prior year. The increase in contingent income was primarily due to underlying growth in our business. Contingent income is unpredictable
and dependent upon the target financial and performance metrics established by the insurance carriers.

Fee income

The following table presents the disaggregation of our fee income by major sources (in thousands):

Three Months Ended March 31,
2025 2024

Amount % of Total Amount % of Total
Policy fees $ 1,051 35 % $ 513 23 %
Branch fees 1,256 42 1,131 51 
License fees 608 20 515 23 
TPA fees 96 3 73 3 

Total fee income $ 3,011 100 % $ 2,232 100 %

Fee income for the three months ended March 31, 2025 increased by $0.8 million, or 34.9%, compared to the same period in the prior year. Changes to
individual components of fee income are discussed in detail below:
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• Policy fees for the three months ended March 31, 2025 increased by  $0.5 million, or 104.9%, compared to the same period in the prior year. The
increase in policy fees was primarily due to higher policy count in our TWFG MGA offering. The increase in policy count was driven primarily by new
business growth.

• Branch fees for the three months ended March 31, 2025 increased b y $0.1 million, or 11.1%, compared to the same period in the prior year. The
increase in branch fees was primarily driven by increased agent growth.

• License fees for the three months ended March 31,  2025 increased by $0.1 million, or 18.1%, compared to the same period in the prior year. The
increase in license fees was primarily due to the increased fees associated with a licensing agreement for software.

• TPA fees for the three months ended March 31, 2025 was comparable to the same period in the prior year.

Other income

Other income for the three months ended March 31, 2025  was $0.4 million compared to $0.3 million in the same period in the prior year, reflecting an
increase of $0.1 million, or 25.5%. Overall, the account balance is deemed comparable to the same period in the prior year.

Commission expense

The following table presents the disaggregation of our commission expense by offerings (in thousands):

Three Months Ended March 31,
2025 2024

Amount % of Total Amount % of Total
Insurance Services

Agency-in-a-Box $ 25,954 82 % $ 22,028 83 %
Corporate Branches 1,105 3 862 3 

Total Insurance Services 27,059 85 22,890 86 
TWFG MGA 4,726 15 3,535 14 
Other 29 — 18 — 

Total commission expense $ 31,814 100 % $ 26,443 100 %

Commission expense for the three months ended March 31,  2025 increased by $5.4 million, or 20.3%, c ompared to the same period in the prior year.
The increase was primarily due to the increased growth in business of $3.9 million consistent with commission income and the one-time favorable
adjustment of $1.5 million related to the branch conversion that occurred in 2024. See commission income discussion above for additional information
regarding the driver of changes.

Insurance Services Agency-in-a-Box commission expense for the three months ended March 31, 2025 increased by $3.9 million, or 17.8%, compared to
the same period in the prior year. The increase was primarily due to the increase in business of $2.4 million consistent with commission income and the
one-time favorable adjustment of $1.5 million. The expenses of our Branches are primarily commission expense, which is determined as a percentage of
commission income. The profitability of our Branches, as determined by the difference between commission income and commission expense, is
consistent.

Insurance Services Corporate Branches commission expense for the three months ended March 31, 2025 increased by $0.2 million, or 28.2%, compared
to the same period in the prior year. The expenses of our Corporate Branches are mainly salaries and benefits, and are primarily fixed expenses, which
are not directly related to commission income. The profitability of our Corporate Branches varies mainly based on changes in commission income. In
addition, since the commission expense of our Corporate Branches represents a smaller percentage of their operating expenses, we expect revenue
growth, both organic and through future acquisitions, to positively impact our operating income in the future.

TWFG MGA commission expense for the three months ended March 31, 2025 increased by $1.2 million, or 33.7%, compared to the same period in the
prior year. The increase was consistent with commission income.
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Salaries and employee benefits

Salaries and employee benefits for the three months ended March 31, 2025 was $8.2 million compared to $6.3 million in the same period in the prior
year, reflecting an increase of $1.9 million, or 31.1%. The increase was primarily due to the increases in headcount as part of being a public company,
stock compensation expense as well as acquisitions in January of 2025.

Other administrative expenses

Other administrative expenses for the three months ended March 31,  2025 was $4.7 million compared to $3.1 million in the same period in the prior year,
reflecting an increase of $1.6 million, or 50.9%. The increase was primarily due to higher expenses of $0.3 million of information technology, $0.3 million
of professional fees, $0.3 million of survey, $0.2 million of rent, $0.2 million of insurance and $0.3 million of other administrative expenses, all due
primarily to business growth and increased costs as a public company.

Depreciation and amortization

Depreciation and amortization for th e three months ended March 31, 2025 was $3.4 million compared to $3.0 million in the same period in the prior year,
reflecting an increase of $0.3 million, or 11.5%. The increase was primarily due to the amortization of intangible assets from our recent asset acquisitions.

Interest expense

Interest expense for the three months ended March 31,  2025 was $0.1 million compared to $0.8 million for the same period in the prior year, reflecting a
decrease of $0.8 million, or 90.14% due to the repayment of the Revolving Facility (as defined below) during the second half of 2024.

Interest income

Interest income for the three months ended March 31,  2025 was $1.9 million, compared to $0.2 million in the same period in the prior year, reflecting an
increase of $1.7 million. The increase was attributable to interest income earned on proceeds from the IPO and operating cash funds of $196.4 million.

Income tax expense

Income tax expense for the three months ended March 31, 2025 was $0.7 million compared to zero for the same period in the prior year as after
consummation of the Reorganization Transactions and IPO, the Company became subject to U.S. federal, state, and local income taxes with respect to
its allocable share of taxable income of TWFG Holding assessed at the prevailing corporate tax rates.
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Key Performance Indicators
Total Written Premium

Total Written Premium represents, for any reported period, the total amount of current premium (net of cancellation) placed with insurance carriers. We
utilize Total Written Premium as a key performance indicator when planning, monitoring and evaluating our performance. We believe Total Written
Premium is a useful metric because it is the underlying driver of the majority of our revenue.

The following table presents the disaggregation of Total Written Premium by offerings, business mix and line of business (in thousands):

Three Months Ended March 31,
2025 2024

Amount % of Total Amount % of Total
Offerings:

Insurance Services
Agency-in-a-Box $ 249,475 68 % $ 218,936 68 %
Corporate Branches 68,098 18 57,884 18 

Total Insurance Services 317,573 86 276,820 86 
TWFG MGA 53,389 14 44,446 14 

Total written premium $ 370,962 100 % $ 321,266 100 %

Business Mix:
Insurance Services

Renewal business $ 244,845 66 % $ 214,477 67 %
New business 72,728 20 62,343 19 

Total Insurance Services 317,573 86 276,820 86 

TWFG MGA
Renewal business 36,375 9 35,464 11 
New business 17,014 5 8,982 3 

Total TWFG MGA 53,389 14 44,446 14 
Total written premium $ 370,962 100 % $ 321,266 100 %

Written Premium Retention:
Insurance Services 88 % 97 %
TWFG MGA 82 81 
Consolidated 88 94 

Line of Business:
Personal lines $ 298,289 80 % $ 254,864 79 %
Commercial lines 72,673 20 66,402 21 

Total written premium $ 370,962 100 % $ 321,266 100 %
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Comparison of the Three Months Ended March 31, 2025 and 2024

Total Written Premium for the three months ended March 31, 2025 increased by $49.7 million, or 15.5%, compared to the same period in the prior year.
This increase was a result of growth in new and renewal business of $18.4 million, or 25.8%, and $31.3 million, or 12.5%, respectively. Within our
Insurance Services offering, we saw a shift in new and renewal business growth as compared to the same period in the prior year. New business growth
increased in the first quarter of 2025 totaling $10.4 million, or 16.7%, as compared to $7.1 million, or 12.9%, in the prior year period. However, there was
a decrease in renewal business growth as compared to the prior year period. We saw renewal premium growth for the quarter ended March 31, 2025
totaling $30.4 million, or 14.2%, as compared to $47.9 million, or 28.8%, growth in the prior year period. The higher renewal business growth in the first
quarter of 2024 included an influx from the 2023 corporate store acquisitions which were acquired starting in the second quarter of 2023. Within our MGA
offering, we saw an uptick in new business growth of $8.0 million, or 89.4%, over the prior year period due mainly to an increase in one of our MGA
programs as a result of the market conditions allowing our agents to provide more favorable terms and coverage.

For the three months ended March 31, 2025 and 2024, our consolidated written premium retention was 88% and 94%, respectively. The decrease in
retention is correlated to the shift in renewal business growth of $31.3 million, or 12.5%, for the three months ended March 31, 2025, compared to growth
of $47.3 million, or 23%, in the same period of the prior year. This decrease in retention is a result of carriers moderating rate increases and opening up
for new business after a period of restricted capacity and aggressive rate increases, which had the effect in the same period of the prior year of increased
retention and slowing new business growth.

Non-GAAP Financial Measures
Organic Revenue. Since the first quarter of 2025, we have utilized the revised calculation methodology for Organic Revenue to include policy fee income
as it is directly correlated to MGA commission income. Our legacy calculation methodology removed policy fee income from Organic Revenue. Organic
Revenue is total revenue (the most directly comparable GAAP measure) for the relevant period, excluding contingent income, non-policy fee income,
other income and those revenues generated from acquired businesses with over $0.5 million in annualized revenue that have not reached the twelve-
month owned mark.

Organic Revenue Growth. Organic Revenue Growth is the change in Organic Revenue period-to-period, with prior period results adjusted to include
revenues that were excluded in the prior period because the relevant acquired businesses had not reached the twelve-month-owned milestone, but have
reached the twelve-month owned milestone in the current period. We believe Organic Revenue Growth is an appropriate measure of operating
performance because it eliminates the impact of acquisitions, which affects the comparability of results from period-to-period.
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A reconciliation of Organic Revenue and Organic Revenue Growth Rate to Total Revenue and Total Revenue Growth Rate, the most directly comparable
GAAP measures, for each of the periods indicated is as follows (in thousands):

Revised Calculation Methodology Applied to Current Period
Three Months Ended

March 31,
2025 2024

Total revenues $ 53,823 $ 46,143
Acquisition adjustments (610) (1,467)
Contingent income (1,663) (1,076)
Fee income (3,011) (2,232)
Policy fee income 1,051 513
Other income (364) (290)

Organic Revenue $ 49,226 $ 41,591

Organic Revenue Growth $ 6,169 $ 4,780
Total Revenue Growth Rate 16.6 % 15.8 %
Organic Revenue Growth Rate 14.3 % 13.0 %

(1) Represents revenues generated from the acquired businesses during the first 12 months following an acquisition.
(2) Revised Organic Revenue for the three months ended March 31, 2024 and 2023, used to calculate Organic Revenue Growth for the three months ended March 31, 2025 and 2024, was
$43.1 million and $36.8 million, respectively, which is adjusted to reflect revenues from acquired businesses with over $0.5 million in annualized revenue that reached the twelve-month owned mark
during the three months ended March 31, 2025 and 2024, respectively. Organic Revenue Growth Rate represents the period-to-period change in Organic Revenue divided by the total adjusted
Organic Revenue in the prior period.
(3) Represents the period-to-period change in total revenues divided by the total revenues in the prior period.

Legacy Calculation Methodology Applied to Current Period
Three Months Ended

March 31,
2025 2024

Total revenues $ 53,823 $ 46,143
Acquisition adjustments (610) (1,467)
Contingent income (1,663) (1,076)
Fee income (3,011) (2,232)
Other income (364) (290)

Organic Revenue $ 48,175 $ 41,078

Organic Revenue Growth $ 5,630 $ 4,822
Total Revenue Growth Rate 16.6 % 15.8%
Organic Revenue Growth Rate 13.2 % 13.3%

(1) Represents revenues generated from the acquired businesses during the first 12 months following an acquisition.
(2) Organic Revenue for the three months ended March 31, 2024 and 2023, used to calculate Organic Revenue Growth for the three months ended March 31, 2025 and 2024, was $42.5
million and $36.3 million, respectively, which is adjusted to reflect revenues from acquired businesses with over $0.5 million in annualized revenue that reached the twelve-month owned mark during
the three months ended March 31, 2025 and 2024, respectively. Organic Revenue Growth Rate represents the period-to-period change in Organic Revenue divided by the total adjusted Organic
Revenue in the prior period.
(3) Represents the period-to-period change in total revenues divided by the total revenues in the prior period.

(1)

(2)

(3)

(2)

(1)

(2)

(3)

(2)
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Comparison of the Three Months Ended March 31, 2025 and 2024

Revenue growth rate, representing the year-over-year change in total revenues, was  16.6% for the three months ended March 31, 2025 compared to the
same period in 2024 and 15.8% for the three months ended March 31, 2024 compared to the same period in 2023. Revenue growth for the periods
reflected the growth in our Books of Business and the mix of the new and renewal businesses. Re venue growth for the three months ended March 31,
2025 compared to the same period in 2024 included the continued growth of commission and fee income during the period. See “Consolidated Results of
Operations” for additional discussions regarding the changes in our revenues.

Organic Revenue Growth Rate was 14.3% for the three months ended March 31, 2025 compared to the same period in 2024 and 13.0% for the three
months ended March 31, 2024 compared to the same period in 2023. Organic Revenue Growth for both periods reflects ongoing, but normalizing rate
increases being implemented by carriers, the underlying growth of our business, and healthy economic growth and an increase in commission income in
our MGA offering. See “Consolidated Results of Operations—Commission Income” for additional discussions regarding the changes in our commission
income.

Adjusted Net Income.  Since the second quarter of 2024, we have utilized the revised calculation methodology for Adjusted Net Income, which includes
amortization expenses among the add-back adjustments to our net income when calculating our Adjusted Net Income. Our legacy calculation
methodology reflected the impact of intangible asset amortization as a reduction to our Adjusted Net Income. The revised calculation methodology
excludes the effect of the intangible asset amortization when calculating our Adjusted Net Income by reflecting it among the add-back adjustments to our
net income. We believe that the revised calculation of Adjusted Net Income is more consistent with the method and presentation used by most of our
peers and will allow management to better evaluate our performance relative to our peer companies. In addition, we believe that the revised calculation
more effectively represents what our stakeholders consider useful in assessing our performance.

Adjusted Net Income is a supplemental measure of our performance and is defined as net income (the most directly comparable GAAP measure) before
amortization, non-recurring or non-operating income and expenses, including equity-based compensation, adjusted to assume a single class of stock
(Class A) and assuming noncontrolling interests do not exist. We believe Adjusted Net Income is a useful measure because it adjusts for the after-tax
impact of significant one-time, non-recurring items and eliminates the impact of any transactions that do not directly affect what management considers to
be our ongoing operating performance in the period. These adjustments generally eliminate the effects of certain items that may vary from company-to-
company for reasons unrelated to overall operating performance.

We are subject to U.S. federal income taxes, in addition to state, and local taxes, with respect to our allocable share of any net taxable income of TWFG
Holding. Pre-IPO, Adjusted Net Income did not reflect adjustments for income taxes since TWFG Holding is a limited liability company and is classified as
a partnership for U.S. federal income tax purposes. Post-IPO, the calculation incorporates the impact of federal and state statutory tax rates on 100% of
our adjusted pre-tax income as if the Company owned 100% of TWFG Holding.

Adjusted Net Income Margin . Adjusted Net Income Margin is Adjusted Net Income divided by total revenues. We believe that Adjusted Net Income
Margin is a useful measurement of operating profitability for the same reasons we find Adjusted Net Income useful and in addition, it also provides a
period-to-period comparison of our after-tax operating performance.
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A reconciliation of Adjusted Net Income and Adjusted Net Income Margin to Net income and Net income margin, the most directly comparable GAAP
measures, for each of the periods indicated is as follows (in thousands):

Revised Calculation Methodology Applied to Current Period
Three Months Ended

March 31,
2025 2024

Total revenues $ 53,823 $ 46,143
Net income $ 6,853 $ 6,629
Income tax expense 656 —
Acquisition-related expenses 33 —
Equity-based compensation 1,204 —
Other non-recurring items — (1,477)
Amortization expense 3,210 2,917
Adjusted income before income taxes 11,956 8,069
Adjusted income tax expense (2,736) —
Adjusted Net Income $ 9,220 $ 8,069

Net Income Margin 12.7 % 14.4 %
Adjusted Net Income Margin 17.1 % 17.5 %

Legacy Calculation Methodology Applied to Current Period
Three Months Ended

March 31,
2025 2024

Total revenues $ 53,823 $ 46,143
Net income $ 6,853 $ 6,629
Income tax expense 656 —
Acquisition-related expenses 33 —
Equity-based compensation 1,204 —
Other non-recurring items — (1,477)
Adjusted income before income taxes 8,746 5,152
Adjusted income tax expense (2,001) —
Adjusted Net Income $ 6,745 $ 5,152

Net Income Margin 12.7 % 14.4 %
Adjusted Net Income Margin 12.5 % 11.2 %

(1) Represents a one-time adjustment reducing commission expense, which resulted from the branch conversions. In January 2024, nine of our Branches converted to Corporate Branches.
Upon conversion, agents of the newly converted Corporate Branches became employees and received salaries, employee benefits, and bonuses for services rendered instead of commissions. As a
result, we released a portion of the unpaid commissions related to the converted branches that we no longer are required to settle.
(2) Post-IPO, we are subject to United States federal income taxes, in addition to state, local, and foreign taxes, with respect to our allocable share of any net taxable income of TWFG Holding.
For the three months ended March 31, 2025, the calculation of adjusted income tax expense is based on a federal statutory rate of 21% and a blended state income tax rate of 1.88%  on 100% of our
adjusted income before income taxes as if we owned 100% of the TWFG Holding.

Adjusted Diluted Earnings Per Share.  Adjusted Diluted Earnings Per Share is Adjusted Net Income divided by diluted shares outstanding after
adjusting for the effect of (i) the exchange of 100% of the outstanding Class B Common Stock and Class C Common Stock (together with the related LLC
Units) into shares of Class A Common Stock and (ii) the vesting of 100% of the unvested equity awards and exchange into shares of Class A Common
Stock. This measure does not deduct earnings related to the noncontrolling interests in TWFG Holding for the period of time prior to July 19, 2024 when
we did not own 100% of the business. The most directly comparable GAAP financial metric is diluted earnings per share. We believe Adjusted Diluted
Earnings Per Share may be useful to an investor in evaluating our operating performance and efficiency because this measure is widely used by

(1)

(2)

(1)

(2)
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investors to measure a company’s operating performance without regard to items excluded from the calculation of such measure, which can vary
substantially from company-to-company depending upon acquisition activity and capital structure. This measure also eliminates the impact of expenses
that do not relate to core business performance, among other factors.

Prior to the IPO and Reorganization Transactions, TWFG Holding’s equity structure included common units. The Company considered the calculation of
earnings per unit for periods prior to the IPO and determined that such presentation would not provide meaningful information to the users of these
Condensed Consolidated Financial Statements. Therefore, earnings per share information has not been presented for the three months ended March 31,
2024.

A reconciliation of Adjusted Diluted Earnings Per Share to diluted earnings per share, the most directly comparable GAAP measure, for each of the
periods indicated is as follows:

Three Months Ended March 31,
2025

Earnings per share of common stock – diluted $ 0.09 
Plus: Impact of all LLC Units exchanged for Class A Common Stock 0.03 
Plus: Adjustments to Adjusted net income 0.04 
Adjusted Diluted Earnings Per Share $ 0.16 

Weighted average common stock outstanding – diluted 15,055,553 
Plus: Impact of all LLC Units exchanged for Class A Common Stock 41,171,461 
Adjusted Diluted Earnings Per Share diluted share count 56,227,014 

(1)    For comparability purposes, this calculation incorporates the net income that would be distributable if all shares of Class B Common Stock and Class C Common Stock, together with the related
LLC Units, were exchanged for shares of Class A Common Stock. For the three months ended March 31, 2025, this includes $5.5 million of net income on 56,227,014 weighted-average shares of
common stock outstanding - diluted, for the three months ended March 31, 2025. For the three months ended March 31, 2025, 41,260,844 weighted average outstanding Class B Common Stock and
Class C Common Stock were considered dilutive and included in the 56,227,014 weighted-average shares of common stock outstanding - diluted within diluted earnings per share calculation. See
Note 12. Earnings Per Share to our Condensed Consolidated Financial Statements included elsewhere in this Quarterly Report for more information about the earnings per share.
(2)    Adjustments to Adjusted Net Income are described in the footnotes of the reconciliation of Adjusted Net Income to Net Income in “Adjusted Net Income and Adjusted Net Income Margin”, which
represent the difference between Net Income of $6.9 million and Adjusted Net Income of $9.2 million for the three months ended March 31, 2025. For the three months ended March 31, 2025,
Adjusted Diluted Earnings Per Share include adjustments of $2.4 million to Adjusted Net Income on 56,227,014 weighted-average shares of common stock outstanding - diluted for the period
presented.

Adjusted EBITDA. Adjusted EBITDA is a supplemental measure of our performance and is defined as EBITDA adjusted to reflect items such as equity-
based compensation, interest income, other non-operating and certain nonrecurring items. EBITDA is defined as net income (the most directly
comparable GAAP measure) before interest, income taxes, depreciation and amortization. We believe that Adjusted EBITDA is an appropriate measure of
operating performance because it adjusts for significant one-time, non-recurring items and eliminates the ongoing accounting effects of certain capital
spending and acquisitions, such as depreciation and amortization, that do not directly affect what management considers to be our ongoing operating
performance in the period. These adjustments eliminate the effects of certain items that may vary from company to company for reasons unrelated to
overall operating performance. Our measure of Adjusted EBITDA is not necessarily comparable to other similarly titled measures of other companies due
to potential inconsistencies in the methods of calculation.

Adjusted EBITDA Margin . Adjusted EBITDA Margin is Adjusted EBITDA divided by total revenue. We believe that Adjusted EBITDA Margin is a useful
measurement of operating profitability for the same reasons we find Adjusted EBITDA useful and also because it provides a period-to-period comparison
of our operating performance.

(1)

(2)

(1)
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A reconciliation of Adjusted EBITDA and Adjusted EBITDA Margin to Net income and Net income margin, the most directly comparable GAAP measures,
for each of the periods indicated is as follows (in thousands):

Three Months Ended
March 31,

2025 2024
Total revenues $ 53,823 $ 46,143
Net income $ 6,853 $ 6,629

Interest expense 83 842
Interest income (1,863) (170)
Depreciation and amortization 3,359 3,013
Income tax expense 656 — 

EBITDA 9,088 10,314
Acquisition-related expenses 33 —
Equity-based compensation 1,204 —
Interest income 1,863 170
Other non-recurring items — (1,477)

Adjusted EBITDA $ 12,188 $ 9,007

Net Income Margin 12.7 % 14.4 %
Adjusted EBITDA Margin 22.6 % 19.5 %

(1) Represents a one-time adjustment reducing commission expense, which resulted from the branch conversions. In January 2024, nine of our Branches converted to Corporate Branches.
Upon conversion, agents of the newly converted Corporate Branches became employees and received salaries, employee benefits, and bonuses for services rendered instead of commissions. As a
result, we released a portion of the unpaid commissions related to the converted branches that we no longer are required to settle.

Adjusted Free Cash Flow.  Adjusted Free Cash Flow is a supplemental measure of our performance. We define Adjusted Free Cash Flow as cash flow
from operating activities (the most directly comparable GAAP measure) less cash payments for tax distributions, purchases of property and equipment,
and acquisition-related costs. We believe Adjusted Free Cash Flow is a useful measure of operating performance because it represents the cash flow
from the business that is within our discretion to direct to activities including investments, debt repayment, and returning capital to stockholders.

A reconciliation of Adjusted Free Cash Flows to Cash flow from Operating Activities, the most directly comparable GAAP measures, for each of the
periods indicated is as follows (in thousands):

Three Months Ended
March 31,

2025 2024
Cash Flow from Operating Activities $ 15,645 $ 9,754 

Purchase of property and equipment (15) (8)
Tax distribution to members (2,024) (2,420)
Acquisition-related expenses 33 — 

Adjusted Free Cash Flow $ 13,639 $ 7,326 

(1) Tax distributions to members represents the amount distributed to the members of TWFG Holding in respect of their income tax liability related to the net income of TWFG Holding allocated
to its members.

Organic Revenue, Organic Revenue Growth, Adjusted Net Income, Adjusted Net Income Margin, Adjusted EBITDA, Adjusted EBITDA Margin, Adjusted
Free Cash Flow and Adjusted Diluted Earnings Per Share are not measures of financial performance under GAAP and should not be considered
substitutes for GAAP measures, including revenues (for Organic Revenue and Organic Revenue Growth), net income (for Adjusted Net Income, Adjusted
Net Income Margin, Adjusted EBITDA and Adjusted EBITDA Margin), cash flow from operating activities (for Adjusted Free Cash Flow) and diluted
earnings per share (for Adjusted Diluted Earnings Per Share), which we consider to be the most directly comparable GAAP measures. These non-GAAP
financial measures have limitations as analytical

(1)

(1)
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tools, and when assessing our operating performance, you should not consider these non-GAAP financial measures in isolation or as substitutes for
revenues, net income, operating cash flow or other consolidated financial statement data prepared in accordance with GAAP. Other companies may
calculate any or all of these non-GAAP financial measures differently than we do, limiting their usefulness as comparative measures.

Liquidity and capital resources
Historical liquidity and capital resources

We have managed our historical liquidity and capital requirements primarily through cash generated from our operations. Prior to the IPO, our primary
cash flow activities involved: (1) generating cash flow from our operations; (2) making strategic acquisitions; (3) making distributions to Bunch Family
Holdings, LLC, RenaissanceRe Ventures U.S. LLC and GHC Woodlands Holdings LLC; and (4) making borrowings, interest payments and repayments
under our Credit Agreements (as defined below). On July 19, 2024, we completed the IPO of 11,000,000 shares of Class A Common Stock at an IPO
price of $17.00 per share. On July 23, 2024, the underwriters purchased an additional 1,650,000 shares of Class A Common Stock in connection with the
underwriters’ full exercise of their option to purchase additional shares. We received approximately $192.9 million of net proceeds from the IPO, including
from the full exercise of the underwriters’ option, after deducting underwriting discounts and commissions and related offering expenses. As of March 31,
2025 and December 31, 2024, our cash and cash equivalents were $196.4 million and $195.8 million, respectively. We have used cash flow from
operations primarily to pay compensation and related expenses, general, administrative and other expenses, debt service and distributions to our owners.

Credit agreements

On June 5, 2017, TWFG Holding, as borrower, entered into a credit agreement (as subsequently amended, the “Term Loan Credit Agreement”) with PNC
Bank, National Association, as lender. On July 30, 2019, TWFG Holding entered into a third amendment to the Term Loan Credit Agreement pursuant to
which it borrowed $4.0 million pursuant to a Term Loan B and used these proceeds for permitted acquisitions. On December 4, 2020, TWFG Holding
entered into a fifth amendment to the Term Loan Credit Agreement pursuant to which it borrowed an additional $13.0 million pursuant to a Term Loan C
and used these proceeds for permitted acquisitions (such amount, together with the amount borrowed on July 30, 2019, the “Term Loans”). On May 23,
2023, TWFG Holding entered into a ninth amendment to the Term Loan Credit Agreement to, among other things, provide additional flexibility under the
covenants contained therein. The Term Loan B was fully repaid by its maturity on July 30, 2024. The aggregate principal amounts of the Term Loan C as
of March 31, 2025 is $5.4 million as follows (in thousands):

Remainder of 2025 $ 1,439 
Year ended December 31, 2026 1,972 
Year ended December 31, 2027 2,035 
Total $ 5,446 

On May 23, 2023, TWFG Holding, the guarantors party thereto, the lenders party thereto, PNC Bank, National Association and PNC Capital Markets LLC
entered into a credit agreement that provides a revolving credit facility to the Company, with commitments in an aggregate principal amount not to exceed
$50.0 million (as amended on June 20, 2024, the “Revolving Facility,” and together with the Term Loan Credit Agreement, the “Credit Agreements”).

The Revolving Facility provides for a revolving credit facility to TWFG Holding, in an aggregate principal amount not to exceed $50.0 million that matures
on May 23, 2028. The proceeds from borrowings under the Revolving Facility have been used for permitted acquisitions, and may in the future be used
for acquisitions, working capital and general corporate purposes. On August 5, 2024, we repaid the outstanding balance of the Revolving Facility
amounting to $41.0 million using a portion of the net proceeds from the IPO. On August 6, 2024, in accordance with the Revolving Facility, we became a
guarantor of, and granted a security interest to secure, the Revolving Facility. TWFG Holding and the guarantors to the Revolving Facility entered into a
letter agreement, dated October 3, 2024, with the agent and the lenders party thereto to make changes relating to the debt covenant calculation. As of
March 31, 2025, there was no outstanding balance under the Revolving Facility.

The Credit Agreements contain covenants that, among other provisions and subject to certain exceptions, restrict our ability to make restricted payments,
incur additional debt, engage in asset sales, mergers, acquisitions or similar transactions, create liens on assets, engage in transactions with affiliates,
change our business or make investments.
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We may voluntarily prepay in whole or in part the outstanding principal under our Term Loans at any time prior to the maturity date. In addition, the Credit
Agreements contain financial covenants that require us, subject to certain exceptions, to maintain a Consolidated Debt Service Coverage Ratio (as
defined in the Credit Agreement) of at least 1.50 to 1.00 and a Consolidated Leverage Ratio (as defined in the Credit Agreement) of not more than 2.00 to
1.00, in each case, calculated as of the end of each fiscal quarter for the four fiscal quarters then ended, and as of March 31, 2025, we are in compliance
with each such covenant.

Interest on Term Loan B and Term Loan C accrue at Daily Simple Secured Overnight Financing Rate (“SOFR”) plus the Benchmark Replacement
Adjustment of 0.11448%, 0.26161%, or 0.42826% for the one-month, three-month, or six-month borrowing periods, respectively. At our option, the
revolving credit facility under the Revolving Facility accrues interest on amounts drawn at the Term SOFR Rate or Daily SOFR plus the SOFR Adjustment
of 0.10% and Applicable Margin of 2.00% to 2.75%, each as defined in the Revolving Facility. The Term Loans and the Revolving Facility are
collateralized by substantially all the Company’s assets, which includes rights to future commissions.

Comparative cash flows

The following table summarizes our cash flows from operating, investing and financing activities for the periods indicated (in thousands):

Three Months Ended
March 31,

2025 2024
Net cash provided by operating activities from continuing operations $ 15,645 $ 9,754 
Net cash used in investing activities from continuing operations (11,166) (20,981)
Net cash used in financing activities from continuing operations (1,525) (3,823)
Net change in cash, cash equivalents and restricted cash from continuing operations 2,954 (15,050)
Cash, cash equivalents and restricted cash from continuing operations, beginning of period 205,323 46,468 
Cash, cash equivalents and restricted cash from continuing operations, end of period $ 208,277 $ 31,418 

Cash paid during the period for interest $ 83 $ 969 

Comparison of the Three Months Ended March 31, 2025 and 2024

Operating activities

Operating activities from continuing operations provided $15.6 million and $9.8 million of cash for the three months ended March 31, 2025 and 2024,
respectively. The increase in net cash provided by operating activities is driven by $4.1 million inflow from the change in working capital between periods,
which was primarily attributable to the increased collections on contingent income and $1.6 million in net change of non-cash adjustments in the period
which include amortization, non-cash lease expense and stock-based compensation. See “Consolidated Results of Operations” above for additional
information regarding the results of our operations.

Investing activities

Investing activities from continuing operations used  $11.2 million and $21.0 million of cash for the three months ended March 31, 2025 and 2024,
respectively. Our net investing outflows decreased primarily due to the lower level of intangible asset acquisitions in the current period of $11.2 million
compared to $21.0 million in the prior period. See Note 4. “Intangible Assets and Acquisitions” to our Condensed Consolidated Financial Statements
included elsewhere in this Quarterly Report for additional information regarding our asset acquisitions.

Financing activities

Financing activities from continuing operations use d $1.5 million and $3.8 million of cash for the three months ended March 31, 2025 and 2024. Our net
financing outflows decreased primarily due to the $1.9 million decrease in deferred offering costs, $0.6 million increase in carrier liabilities, $0.4 million
decrease in distributions to members, and other decreases in financing outflows of $0.6 million. The decrease in net financing outflows was partially offset
by the payment related to tax withholding on vesting of equity awards of $1.2 million for the three months ended March 31, 2025.
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Future sources and uses of liquidity

Our sources of liquidity include (1) cash on hand, (2) net working capital, (3) cash flows from operations and (4) borrowings on our Credit Agreements. We
expect that our primary liquidity needs will comprise of cash needed to (1) provide capital to facilitate the organic growth of our business, (2) pay operating
expenses, including cash compensation to our independent agents and our employees, (3) make payments under the Tax Receivable Agreement, (4)
fund acquisitions, (5) pay interest and principal due on borrowings under our Credit Agreements and (6) pay income taxes. We expect to have sufficient
financial resources to meet our business requirements over the next 12 months and for the long-term, including the ability to service our debt and
contractual obligations, finance capital expenditures and make distributions, including tax distributions, to our stockholders. Although cash from operations
is expected to be sufficient to service these activities, we have the ability to borrow under our Credit Agreements to accommodate any timing differences
in cash flows. Additionally, we may in the future access the capital markets to obtain equity or debt financing, if needed, including to pursue acquisition
opportunities.

We have certain obligations related to debt maturities and operating leases. As of March 31, 2025, we had $1.1 million of  non-cancelable operating lease
obligations for the next 12 months. For the periods following the next 12 months, we have an additional $3.1 million of non-cancelable operating lease
obligations. In addition, as of March 31, 2025, we had $2.5 million of debt maturities for the next 12 months comprised of $1.9 million of the remaining
balance under the Term Loan C, and $0.6 million in acquisition-related notes. For the periods following the next 12 months, we have an additiona l $4.5
million of debt maturities representing $3.5 million under the Term Loan C, and $1.0 million in acquisition-related notes. As of March 31, 2025, there was
no outstanding balances under our Revolving Facility. Any outstanding balances under our Revolving Facility, if any, will become due and payable during
2028. Annual interest rates on the acquisition-related notes are 3.75% and 5.0%, and our effective interest rates on the Term Loan C for the three months
ended March 31, 2025 was 3.06%. As of March 31, 2025, we have an interest rate swap agreement associated with the Term Loan C, which converted
the floating interest rates on these loans to fixed interest rates. See Note 6. Debt to our Condensed Consolidated Financial Statements included
elsewhere in this Quarterly Report for additional information.

Off-balance sheet arrangements

We do not invest in any off-balance sheet vehicles that provide liquidity, capital resources, market or credit risk support, or engage in any activities that
expose us to any liability that is not reflected in our Condensed Consolidated Financial Statements.

Critical accounting estimates
We prepare our Condensed Consolidated Financial Statements in accordance with GAAP. In applying many of these accounting principles, we need to
make assumptions, estimates or judgments that affect the reported amounts of assets, liabilities, revenues and expenses in our Condensed Consolidated
Financial Statements. We base our estimates and judgments on historical experience and other assumptions that we believe are reasonable under the
circumstances. These assumptions, estimates or judgments; however, are both subjective and subject to change, and actual results may differ from our
assumptions and estimates. If actual amounts are ultimately different from our estimates, the revisions are included in our results of operations for the
period in which the actual amounts become known. We believe our significant accounting policies could potentially produce materially different results if
we were to change underlying assumptions, estimates or judgments. The accounting policies that we believe reflect our more significant estimates,
judgments and assumptions that are most critical to understanding and evaluating our reported financial results are: revenue recognition, intangible
assets impairment, and income taxes.

There have been no material changes in our critical accounting policies during the three months ended March 31, 2025 as compared to those disclosed in
“Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations Critical Accounting Policies and Estimates” of our
Annual Report.

Recent accounting pronouncements
For a description of our recently adopted accounting pronouncements and recently issued accounting standards not yet adopted, see Note 2. Summary of
Significant Accounting Policies, to our Condensed Consolidated Financial Statements included elsewhere in this Quarterly Report.
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Emerging growth company
We are an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”), and we may remain an
emerging growth company for up to five years following the IPO. For so long as we remain an emerging growth company, we are permitted and intend to
rely on certain exemptions from various public company reporting requirements, including not being required to have our internal control over financial
reporting audited by our independent registered public accounting firm pursuant to Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations
regarding executive compensation, and exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and any
golden parachute payments not previously approved.

Under the JOBS Act, emerging growth companies can delay adopting new or revised accounting standards issued after the enactment of the JOBS Act
until such time as those standards apply to private companies. We have elected to use this extended transition period for complying with certain new or
revised accounting standards that have different effective dates for public and private companies.

Item 3. Quantitative and Qualitative Disclosures About Market Risk
Market risk is the potential loss arising from adverse changes in market rates and prices, such as premium amounts, interest rates, and equity prices. We
are exposed to market risk through our Book of Business, investments and borrowings under our Credit Agreements. We use derivative instruments to
mitigate our risk related to the effect of rising interest rates on our cash flows. However, we do not use derivative instruments for trading or speculative
purposes.

Insurance premium pricing within the P&C insurance industry has historically been cyclical, based on the underwriting capacity of the insurance industry
and economic conditions. External events, such as terrorist attacks, man-made and natural disasters, can also have significant impacts on the insurance
market. We use the terms “soft market” and “hard market” to describe the business cycles experienced by the industry. A soft market is an insurance
market characterized by a period of declining premium rates, which can negatively affect commissions earned by insurance agents. A hard market is an
insurance market characterized by a period of rising premium rates, which, absent other changes, can positively affect commissions earned by insurance
agents.

Our investments are held primarily as cash and cash equivalents. These investments are subject to interest rate risk. The fair values of cash and cash
equivalents as of March 31, 2025 and December 31, 2024 approximated their respective carrying values due to their short-term duration and therefore,
such market risk is not considered to be material. We do not actively invest or trade in equity securities.

As of March 31, 2025, we had $208.3 million in cash and cash equivalents, which earned interest income of $2.0 million for the three months ended
March 31, 2025. The impact of a hypothetical 100 basis point change in interest rates would have reduced/increased interest income by $0.2 million in the
Condensed Consolidated Statements of Income.

As of March 31, 2025, we had approxi mately $5.4 million of borrowings outstanding un der our Term Loan Credit Agreement. We repaid the outstanding
balances of our Term Loan B and Revolving Facility in full as of December 31, 2024. As of December 31, 2024, we had approximately $5.9 million and $0
of borrowings outstanding under our Term Loan Credit Agreement and Revolving Facility, respectively. These borrowings accrue interest tied to SOFR
and therefore interest expense under these borrowings is subject to change. The effect of an immediate hypothetical 10% change in interest rates would
not have a material effect on our Condensed Consolidated Financial Statements.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, under the supervision and with the participation of our Principal Executive Officer (our Chief Executive Officer) and Principal Financial
Officer (our Chief Financial Officer), has evaluated the effectiveness of our disclosure controls and procedures as of March 31, 2025. The term “disclosure
controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, means controls and other procedures of a company that
are designed to ensure that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded,
processed, summarized and reported, within the time periods specified in the SEC’s rules and forms. Disclosure controls and procedures include, without
limitation, controls and procedures designed to ensure that information required to be disclosed by a company in the reports that it files or submits under
the Exchange Act is accumulated and communicated to the company’s management, including its principal executive and principal financial officers, as
appropriate to allow timely decisions regarding required disclosure.

Management recognizes that any disclosure controls and procedures, no matter how well designed and operated, can provide only reasonable assurance
of achieving their objectives, and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and
procedures. Based on the evaluation of our disclosure controls and procedures as of March 31, 2025, our Principal Executive Officer and Principal
Financial Officer concluded that, as of such date, our disclosure controls and procedures were effective at the reasonable assurance level.

Changes in Internal Control Over Financial Reporting

No change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) occurred during the three
months ended March 31, 2025 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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Part II - Other Information

Item 1. Legal Proceedings
From time-to-time, we may be involved in various legal proceedings and subject to claims that arise in the ordinary course of business. Although the
results of litigation and claims are inherently unpredictable and uncertain, we are not presently a party to any litigation the outcome of which, we believe, if
determined adversely to us, would individually or taken together have a material adverse effect on our business, operating results, cash flows or financial
condition.

Item 1A. Risk Factors
There have been no material changes to the risk factors disclosed under Part I, Item 1A. Risk Factors in our Annual Report.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Sales of Unregistered Securities

None.

Use of Proceeds

We received approximately $192.9 million of net proceeds after deducting underwriting discounts and commissions of $14.4 million and related offering
expenses of approximately $7.8 million from the IPO. We used the net proceeds from the IPO (including the net proceeds received from the underwriters’
exercise of their option to purchase additional shares of Class A Common Stock) to acquire a number of newly issued LLC Units equal to the number of
shares of Class A Common Stock in the IPO from TWFG Holding, at a purchase price per LLC Unit equal to the initial public offering price of Class A
Common Stock after underwriting discounts and commissions. TWFG Holding used a portion of the proceeds it received from the sale of LLC Units to pay
the expenses in connection with the IPO and the Reorganization Transactions and to repay in full outstanding debt under our Revolving Facility in the
amount of $41.0 million.

Issuer Purchases of Equity Securities

None.

Item 5. Other Information
(a) None.

(b) None.

(c) During the period covered by this Quarterly Report, none of the Company’s directors or officers adopted or terminated a “Rule 10b5-1 trading
arrangement” or “non-Rule 10b5-1 trading arrangement,” as those terms are defined in Regulation S-K, Item 408, that was intended to satisfy the
affirmative defense conditions of Rule 10b5-1(c).
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Item 6. Exhibits
The following exhibits are filed as part of this report:

Exhibit number Description
3.1 Amended and Restated Certificate of Incorporation of TWFG, Inc., dated July 17, 2024 (incorporated by reference to Exhibit 3.1 to the

Registrant’s Current Report on Form 8-K (File No. 001-42177) filed on July 23, 2024)
3.2 Amended and Restated By-Laws of TWFG, Inc., dated July 17, 2024 (incorporated by reference to Exhibit 3.2 to the Registrant’s

Current Report on Form 8-K (File No. 001-42177) filed on July 23, 2024)
10.1+ Form of Employee Restricted Stock Unit Award Agreement (incorporated by reference to Exhibit 10.1 to the Registrant's Current

Report on Form 8-K (File No. 001-42177) filed on April 8, 2025)
10.2+ Form of Employee Performance Stock Unit Award Agreement (incorporated by reference to Exhibit 10.2 to the Registrant's Current

Report on Form 8-K (File No. 001-42177) filed on April 8, 2025)

31.1* Certification of Principal Executive Officer Pursuant to Securities Exchange Act Rules 13a-14(a) and 15(d)-14(a), as adopted Pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002

31.2* Certification of Principal Financial Officer Pursuant to Securities Exchange Act Rules 13a-14(a) and 15(d)-14(a), as adopted Pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002

32.1** Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002

32.2** Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002

101.INS XBRL Instance Document- the instance document does not appear in the Interactive Data File because its XBRL tags are embedded
within the Inline XBRL document

101.SCH XBRL Schema Document
101.CAL XBRL Calculation Linkbase Document
101.LAB XBRL Label Linkbase Document
101.PRE XBRL Presentation Linkbase Document
101.DEF XBRL Definition Linkbase Document
104 Cover Page Interactive Data File (formatted as Inline XBRL)

*Filed herewith.
** Furnished.
+ Indicates a management contract or compensatory plan or agreement.
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Signatures

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

TWFG, Inc.
Date: May 13, 2025 By: /s/ Richard F. Bunch III

Name: Richard F. Bunch III
Title: Chief Executive Officer
(Principal Executive Officer)

Date: May 13, 2025 By: /s/ Janice E. Zwinggi
Name: Janice E. Zwinggi
Title: Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 31.1

Certification Pursuant to Section 302 of Sarbanes-Oxley Act of 2002

I, Richard F. Bunch III, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of TWFG, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: May 13, 2025 By: /s/ Richard F. Bunch III
Name: Richard F. Bunch III
Title: Chief Executive Officer



Exhibit 31.2

Certification Pursuant to Section 302 of Sarbanes-Oxley Act of 2002

I, Janice E. Zwinggi, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of TWFG, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: May 13, 2025 By: /s/ Janice E. Zwinggi
Name: Janice E. Zwinggi
Title: Chief Financial Officer



Exhibit 32.1

Certification of the Chief Executive Officer

Pursuant to Rule 18 U.S.C. Section 1350

In connection with the Quarterly Report on Form 10-Q of TWFG, Inc. (the “Company”) for the period ended March 31, 2025, as filed with the U.S.
Securities and Exchange Commission (the “Report”), I, Richard F. Bunch III, Chief Executive Officer of the Company, hereby certify, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 13, 2025 By: /s/ Richard F. Bunch III
Name: Richard F. Bunch III
Title: Chief Executive Officer



Exhibit 32.2

Certification of the Chief Financial Officer

Pursuant to Rule 18 U.S.C. Section 1350

In connection with the Quarterly Report on Form 10-Q of TWFG, Inc. (the “Company”) for the period ended March 31, 2025, as filed with the U.S.
Securities and Exchange Commission (the “Report”), I, Janice E. Zwinggi, Chief Financial Officer of the Company, hereby certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 13, 2025 By: /s/ Janice E. Zwinggi
Name: Janice E. Zwinggi
Title: Chief Financial Officer




