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CHAPTER 15. PAYMENT OF | NSURANCE PREM UMS

15-1. COVERAGE WRI TTEN THROUGH ACGENTS/ BROKERS

a.

A HA should not remit the full premumto the
agent/broker until the actual policy is received. It is
not uncomon for policies to be issued 60 or 90 days
after their effective date. Binders are issued by the
agent/ broker confirm ng coverage during the interim
period. If the full premumis paid up-front

consi derabl e | everage may be lost in hastening the

i ssuance of the policy.

Once a PHA/I HA requests that the coverage be placed in
effect, the premumis earned by the insurance conpany
fromthat day forward. Therefore, a HA should renit the
earned premumto the agent on a nmonthly basis until the
policy is received and then pay the bal ance due.

Exanpl e: A policy with a $365,000 annual prem um earns
premumat the rate of $1,000 per day. Paynent in

530, 000 i ncrements every 30 days will keep the coverage
in force and give the HA advantage of the "float" on the
unpai d bal ance until the policy is received.

NOTE: |f an agent/broker does not agree with this paynent
schedul e and will cancel the coverage for non-paynment of
the total annual premium the HA should contact their
state insurance departnent to determine if cancellation
woul d be pernitted under these circunstances.

15-2. COVERACE WRI TTEN THROUGH FAI R PLANS OR ASSI GNED RI SK PLANS

The majority of states require that a deposit prenium be paid
at time of application and a full premumbe paid within 30
days of the effective date.

15-3.

FLOOD | NSURANCE.

The NFIP requires that full paynent be remtted at the tine
application is nade.
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15-4. COUNTERSI GNATURE FEES AND SURPLUS LI NES TAXES

a.

The najority of state insurance regul ations and statutes
prohibit "fees" for services being added to the policy

i nvoi ce by the agent/broker. Al such fees should be
included in the policy prem umand subject to the same
rul es regardi ng cancellation of the policy and return of
the unearned premium |f the agent has included a fee
for services as a separate itemin the bid or invoice for
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paynent, the HA should contact their state insurance
departnent to see if this practice is pernmtted

When coverage is witten with a surplus |lines insurance
conmpany the agent/broker is required to show the surplus
lines tax and in sone states a stanping fee as a separate
itemin a bid and/or invoice for paynent. The anpunt of
the tax and/or fee is set by the state and may run from
a | ow of one percent of the annual premiumto a high of
six percent. If the policy is cancelled during termthe
tax/fee applying to the unearned prem um nust be returned
to the insured.
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