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Introduction

This capability guide is designed for reinsurance executives and risk management leaders who oversee
fronting operations with Managing General Agents (MGAs). As your organization’s portfolio of MGA
partnerships grows, the quality of data flowing from these relationships directly impacts your reinsurance
recoveries, treaty compliance, and ultimately your bottom line.

This document outlines the scale of the MGA market, identifies common data quality challenges that
threaten reinsurance optimization, and presents Sapiens’ integrated solution that combines powerful data
validation with comprehensive reinsurance management.

Use this guide to assess your current MGA data quality controls, identify potential areas of financial
leakage, and explore how Sapiens’ proven solutions can transform data guality issues from a significant
risk to a competitive advantage in your reinsurance operations.

The Current MGA Landscape

Managing General Agents (MGAs) have become a powerhouse in the insurance market, with direct
premiums written exceeding $102 billion in 2023 - growing 13% year-over-year and outpacing the
overall property-casualty market's 10% growth (Conning’s 2024 report).

This impressive trajectory shows MGAs consistently outperforming the broader market, with growth
rates of 19.5% in 2022 and 17% in 2021 (AM Best's market segment report). MGAs leverage specialized
underwriting expertise to access niche markets that traditional carriers find challenging to pursue directly.

MGAs and P&C Fronting Companies: A Symbiotic Relationship

Fronting companies have emerged as critical partners for MGAs, now supporting approximately 17% of
total MGA premium - a proportion that has more than tripled since 2020 (Conning's calculation). These
arrangements generated over $14 billion in MGA-written premium in 2023, a 27% increase from the
previous year (Conning’'s 2024 report).

In this model, fronting companies issue policies that MGAs underwrite and manage, while transferring

90-100% of the risk to reinsurers. The fronting company provides the regulatory framework and balance
sheet, while the MGA handles operations including underwriting, pricing, and policy administration.
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The Data Quality Challenge

Despite the growth and strategic importance of MGAs, significant challenges exist in data quality
management that directly impact reinsurance operations:
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Spreadsheet Dependence: Most MGAs rely heavily on spreadsheets for data management,
lacking the structured controls found in enterprise systems. This creates significant risks when
critical data fields like claim numbers, policy numbers, effective dates, or dates of loss are
modified without proper tracking.

Key Field Modifications: Unlike dedicated insurance systems that require formal procedures
for changing key data elements, spreadsheets allow easy modifications without creating proper
offset records. This can have major financial implications - for example, a simple change to a
date of loss could move a claim to a different treaty year with different reinsurance terms or
retention levels.

Data Consistency Issues: Insurance companies working with multiple MGAs face challenges
in standardizing data formats and ensuring consistent quality across different sources. Without
proper validation tools, errors can propagate through the reinsurance process.

Financial Leakage: Poor data quality leads directly to missed recovery opportunities. We've
found that nearly all companies implementing reinsurance systems discover previously
unidentified billing errors or missed recovery opportunities.

Treaty Assignment Errors: Incorrect gross data can cause significant financial losses for
insurers due to claims not attaching at all, or to the expected reinsurance contract. It can
also cause inaccurate treaty cession calculations when the loss incurred transactions are
accumulated at differing and/or inaccurate key fields (e.g., date of loss, policy#, catastrophe)
and then measured against the applicable reinsurance contract'’s retention.

Reconciliation Burden: Significant time and resources are spent reconciling data discrepancies
rather than focusing on strategic reinsurance management activities.

The Sapiens Solution: Integrated Data Quality Management

Despite the growth and strategic importance of MGAs, significant challenges exist in data quality Sapiens
offers a comprehensive solution combining the power of Sapiens Decision with Sapiens Reinsurance
solutions to address the challenges of MGA data quality:

Sapiens Decision for Data Validation and Control

Pre-Processing Validation: Intercepts errors before they enter reinsurance systems by implementing
validation checks that identify inconsistencies in MGA data, particularly for critical fields that impact
treaty assignment.

Business-Controlled Rules: Enables business users to directly manage validation rules without
requiring IT assistance, ensuring data meets business standards before processing.

Data Transformation: Standardizes data formats from multiple MGAs to ensure consistent processing
in reinsurance systems

Error Reduction: Prevention of data errors at the source dramatically reduces downstream rework and
financial adjustments.




Sapiens Reinsurance Solutions for Optimized Processing

Comprehensive Reinsurance Management: Automates identification, calculation and posting of
premium and loss cessions and retrocessions with built-in data quality controls.

Automated Treaty Assignment: Ensures proper treaty assignment based on validated data,
maximizing recovery opportunities.

Financial Control: Provides full financial control of reinsurance processes with complete audit support,
minimizing leakage.

Consolidated View: Maintains all information in a single repository, managed at gross, reinsurance and
net retention levels for complete visibility.

Recovery Maximization: |dentifies and calculates per risk, per occurrence, proportional, and
catastrophe loss recoveries with precision.

Control Enforcement: Imposes system controls that prevent unauthorized changes to critical fields
without proper documentation and offsetting entries.

Automated Exception Handling: Identifies data quality issues and routes them to appropriate teams
for resolution before they impact reinsurance calculations.

Measurable Benefits
The integrated Sapiens solution delivers substantial benefits:

Financial Recovery: Clients have identified and collected previously unrecovered claims worth millions
of dollars:

+  $1.9 million aggregate claim previously unidentified by manual methods

«  $1.3 million in missed recoverables found by a personal lines mutual insurer

+  $1million in over-ceded premium identified and recovered from reinsurers

Operational Efficiency: Carriers have reported up to 30% improvement in operational efficiency
through automated processing and reduced manual reconciliation.

Improved Audit Compliance: Complete audit trail and detailed tracking of processes, user activities
and financials enabling full compliance with regulations.

Better Decision Support: Reinsurance analytics provide program analysis and planning capabilities
based on reliable data.
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Take the Next Step

Sapiens’ integrated data quality solution represents a strategic investment in your reinsurance operations.
By addressing the root causes of MGA data errors, our solution prevents financial leakage and transforms
your reinsurance function from reactive accounting to proactive financial management.

Companies implementing our solution typically see ROl within the first year through recovered claims,
reduced manual processing, and improved treaty optimization. Our implementation methodology ensures

minimal disruption while delivering maximum value, with a phased approach that addresses your most
critical challenges first.

Contact Sapiens today to learn how we can help you maximize the value of your
reinsurance program through improved MGA data quality! Contact Us

Protect your bottom line with Sapiens’ comprehensive reinsurance data quality solution.

About Sapiens

Sapiens International Corporation (NASDAQ and TASE: SPNS) is a global leader in intelligent insurance software solutions.
With Sapiens’ robust platform, customer-driven partnerships, and rich ecosystem, insurers are empowered to future-
proof their organizations with operational excellence in a rapidly changing marketplace. We help insurers harness the
power of Al and advanced automation to support core solutions for property and casualty, workers’ compensation, and
life insurance, including reinsurance, financial & compliance, data & analytics, digital, and decision management. Sapiens
boasts a longtime global presence, serving over 600 customers in more than 30 countries with its innovative offerings.
Recognized by industry experts and selected for the Microsoft Top 100 Partner program, Sapiens is committed to partnering
with our customers for their entire transformation journey and is continuously innovating to ensure their success.
For more information visit sapiens.com or follow us on LinkedIn
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