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WHY MODERN CARRIERS NEED

Purpose-Built
Premium

and Claims
Processors




In the insurance industry, operational
specialization drives margin expansion.
Yet, when evaluating financial technology,
carriers routinely fall into a costly
operational trap: forcing a single,
monolithic payment processor to handle
both inbound premium collections
(receivables) and outbound claim payouts.

On paper, the all-in-one vendor pitch
sounds enticingly simple: one contract,
one APl integration, one account
management team. But in practice,
treating premium collection and claim
payout as identical payment flows is the
financial tech equivalent of treating
cardiology and orthopedics as the same
medical discipline.




THE SPECIALIST PARADIGM

If you suffered a complex femur fracture, you would not book a consultation with a
world-renowned cardiologist. While both are board-certified medical doctors operating
under the same overarching biological domain, their tools, clinical environments,
procedural risks, and diagnostic mental models are fundamentally incompatible.

Insurance payment workflows operate under the exact same biological reality. When a
carrier forces a single payment processor to stretch across both domains,
compromise becomes mandatory. A platform engineered primarily for rapid claims
payouts lacks the multi-party trust accounting, split-billing capabilities, and Agency
Management System (AMS) sync required for premium collection and distribution.
Conversely, an inbound-focused gateway lacks the real-time push-to-card rails, Claims
Management System (CMS) triggers, and automated 1099 tax reporting critical for
claims operations.

WHY FORCING PREMIUMS AND
CLAIMS ONTO A SINGLE
PAYMENT ENGINE DESTROYS
CARRIER MARGIN

In the insurance ecosystem, specialized distribution networks drive profitable volume.
Yet, when modernizing financial architecture, carriers repeatedly make a costly
structural error: forcing a single payment processor to manage both upstream
premium collection through distribution channels and downstream claims
disbursements to claimants and vendors.

On paper, a single vendor pitch promises simplified vendor management: one contract,
one APl integration, one account team. In practice, treating multi-tiered distribution
billing and high-empathy claims payouts as identical payment flows is the financial
architecture equivalent of treating cardiology and orthopedics as the same discipline.



PREMIUM DISTRIBUTION CHAIN
VS.CLAIMS OUTFLOW
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Cost Mechanics

Upstream Premium
Distribution

Accelerate premium capture,
optimize carrier and agent/broker
workflows, automate trust
accounting, and speed binding.

Downstream
Claims Payout

Deliver instant financial relief,
maximize claimant CSAT,
streamline vendor payables, and
eliminate check overhead.

Independent agents, MGAs,
Carriers, wholesale brokers,
policyholders, and Premium
Finance Companies (PFCs).

Policy claimants, third-party
contractors, auto body shops,
medical providers, and
lienholders.

Agency Management Systems
(AMS), Policy Administration
Systems (PAS), and
Agency Portals.

Claims Management Systems
(CMS), Enterprise Resource
Planning (ERP), and Fraud

Analytics Engines.

Credit/Debit Card (with surcharge
option), ACH, recurring AutoPay,
and agency trust transfers.

Real-Time Payments (RTP), Push-
to-Card (FedNow/Visa Direct),
Zelle, Venmo, and Direct Deposit.

PCI-DSS Level 1, 50-state card
surcharging rules, NACHA
return rules, and agency trust
accounting laws.

OFAC SDN screening, Positive
Pay, IRS 1099-MISC/NEC
automated filing, and state
prompt-pay mandates.

Multi-party split pay (Commission
vs. Net Premium), Agency Bill vs.
Direct Bill ledger logic.

Single-claim ledger debit,
reserve ledger tracking,
subrogation balancing, and
multi-lienholder payouts.

Merchant processing fees,
chargeback liability, and state-

level surcharge zero-cost models.

Transaction disbursement fees,
paper check printing/mailing
expenses ($4-$20/check), and
escheatment overhead.




1. THE UPSTREAM PREMIUM
AND DISTRIBUTION ENGINE

Premium collection across the distribution chain is not a consumer e-commerce
checkout. It is a complex financial system governed by agency agreements, trust
accounts, split commissions, and binding authorities.

The Cost of Distribution Friction & Policy Churn

With annual P&C policyholder retention hovering_ around 84% and up to 29% of
policyholders switching carriers annually due to rate hikes and poor digital
interactions, distribution friction directly triggers preventable churn. When an agent
encounters billing friction or delayed payment confirmation, policy binding stalls,
coverage lapse notices trigger falsely, and agency relationship margins erode.

Why Generic Gateways Fail the Distribution Chain

A generic payment processor treats insurance premiums like a simple consumer
purchase. It fails to support the operational realities of insurance distribution channels:

AMS Ledger Synchronization: Specialized distribution platforms
integrate natively into Agency Management Systems. When an agent or
insured submits a payment, the platform automatically posts the entry,
updates policy status, and reconciles agency ledgers without manual
accounting intervention.

Agency Bill vs. Direct Bill Mechanics: Premium distribution requires
sophisticated split-payment logic. A specialized system automatically
sweeps agent commissions into dedicated trust accounts while routing
net premium to the carrier, ensuring strict compliance with state
insurance trust accounting regulations.

Surcharge Compliance & "Zero-Cost" Models: Distribution specialists
provide built-in rules engines that dynamically navigate credit card
surcharging regulations across all 50 states. This allows carriers and
agencies to pass processing fees to the payer compliantly, turning a
major line-item expense into a zero-cost operation.



https://www.insurancebusinessmag.com/us/news/technology/how-insurance-agencies-can-stop-clients-from-falling-through-the-cracks-291793.aspx#:~:text=It%20takes%20less%20time%2C%20money%2C%20and%20effort,agency%2C%20they%20have%20to%20work%20even%20harder.
https://www.insurancebusinessmag.com/us/news/technology/how-insurance-agencies-can-stop-clients-from-falling-through-the-cracks-291793.aspx#:~:text=It%20takes%20less%20time%2C%20money%2C%20and%20effort,agency%2C%20they%20have%20to%20work%20even%20harder.
https://www.insurancebusinessmag.com/us/news/technology/how-insurance-agencies-can-stop-clients-from-falling-through-the-cracks-291793.aspx#:~:text=It%20takes%20less%20time%2C%20money%2C%20and%20effort,agency%2C%20they%20have%20to%20work%20even%20harder.
https://www.jdpower.com/business/resources/rate-pressure-customer-retention-and-digital-engagement-top-insurance-industry/
https://www.jdpower.com/business/resources/rate-pressure-customer-retention-and-digital-engagement-top-insurance-industry/

Integrated Premium Finance: B2B commercial distribution requires
seamless integration with Premium Finance Companies (PFCs).
Specialized engines allow agents and insureds to execute finance
contracts and remit down payments in a single workflow, binding
policies in minutes instead of days.

These two workflows operate on fundamentally inverted financial and operational logic.
Inbound premium collection is a complex B2B process defined by multi-party ledger
reconciliation, strict trust accounting, and intermediary commission management.

Conversely, downstream claims payouts are a high-velocity, claimant-facing operation
driven by the immediate need for liquidity, loss mitigation, and complex tax compliance.
Because one requires rigid accounting accuracy while the other demands rapid,
empathetic disbursement, forcing a single platform to bridge these two worlds
inevitably forces a compromise that leaves both functions under-optimized.

To see the true cost of this misalignment, we must look at the opposite end of
the ledger.




2. THE DOWNSTREAM
CLAIMS ENGINE

While the distribution chain focuses on volume velocity and account reconciliation,
claims disbursements focus on empathy, speed, and loss mitigation. The claims
payment is the core product that the policyholder purchased.

Financial Burden of Paper Claims Checks

Legacy carriers still issue millions of paper claims checks annually. The true fully-
loaded cost of issuing a single paper claims check—including paper, printing, postage,
manual reconciliation, reissuance overhead, and uncashed check tracking—ranges
between $4.00 and $20.00 per check.

e Reissuance Overhead: Approximately 8% of traditional
paper checks require reissuance due to theft, loss, or
address errors.

o Escheatment Expense: Managing uncashed paper
checks adds an estimated $150 per check in ongoing
administrative escheatment tracking.

 Redemption Rates: Traditional paper checks achieve
redemption rates of only 70%-80%, whereas instant
digital disbursement platforms achieve 95%-98%
redemption rates almost immediately.

The CSAT & Retention Impact

Claims processing speed directly correlates with carrier profitability and customer
retention. When an insured suffers a loss, waiting 5 to 7 business days for a paper
check creates intense friction.

In contrast, an outbound claims specialist connects directly into the Claims
Management System (CMS) allowing adjusters to issue payments via Push-to-Card,
FedNow/RTP, or digital wallets like Zelle in seconds.
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Advanced Downstream Requirements

Claims payout specialists handle unique back-office demands that
upstream processors cannot touch:

i Tax Compliance Automation: Automated generation and
s > Q filing of IRS 1099-MISC and 1099-NEC forms for
contractors, repair shops, and medical providers.

Multi-Party Lienholder Payouts: Managing complex
multi-payee disbursements (e.g., Policyholder +
Mortgagee/Lienholder) with digital signature verification.

e —— R
o

screening and bank account ownership verification
before funds leave the carrier's account.

............

Q Instant Fraud & OFAC Verification: Real-time sanction list
>

Why Compromise Will Cost You

Forcing a single processor to handle both the upstream distribution chain and
downstream claims creates compounding operational deficits. Selecting a single vendor
forces the carrier to accept significant capability gaps on at least one side of the ledger.

Why the Specialist Always Wins

Modern enterprise technology has moved past single vendor lock-in. Forward-thinking
carriers build their technology stacks around a composable framework—using
specialized, best-of-breed microservices connected via robust APIs.

Summary of Strategic Benefits

1 Optimized Distribution Operations: A dedicated insurance-first premium
processor accelerates cash flow, optimizes policy binding speeds across agents,
MGAs, and brokers, and reduces policy lapse rates. By leveraging native
integrations with top Agency Management Systems (AMS), automated trust
accounting, integrated premium financing (Finance Connect), and flexible
payables, carriers eliminate manual ledger reconciliation and pass card processing
fees through compliant surcharge rules for a true zero-cost operation.



2 Superior Claims CSAT & Lower Administrative Expense: A dedicated claims
processor eliminates the $4-$20 fully-loaded expense of issuing paper checks,
protects against escalating check-washing fraud, and delivers instant financial
relief to claimants via modern payment rails like Push-to-Card and RTP, all while
automating vendor tax compliance and multi-party lienholder payouts.

3 Zero-Compromise Architecture: Rather than settling for a generic, "jack-of-all-
trades" gateway, carriers equip their finance, distribution, and claims teams with
purpose-built tools designed specifically for their unique operational mandates—
powering a secure, connected digital payment ecosystem from bind to payout.

Carriers that decouple their premium distribution and claims payment strategies stop
making costly operational compromises. Just as a hospital would never ask a
cardiologist to perform knee surgery, carriers can't expect a single payment processor
to master two different disciplines.

By deploying dedicated, best-of-breed engines for both upstream premium distribution
and downstream claims disbursements, carriers give each side of the business the
exact expertise it demands. The result? Optimal cash flow and seamless trust
accounting across the distribution chain, rapid empathetic relief at the moment of truth,
and a scalable competitive advantage across the entire policy lifecycle.
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