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I. INTRODUCTION 

The 2013 General Assembly enacted SB 930, Property and Casualty Insurance – 

Premium Payments – Acceptance of Premiums on Installment Payment Basis and Premium 

Finance Agreements (2013 Laws of Maryland, Chapter 334, hereinafter, the Act)
1
.  Section 3 (a) 

(3) of the Act requires the Maryland Automobile Insurance Fund (Fund or MAIF) to submit to 

the Maryland Insurance Commissioner a report on the Fund’s determination of the effectiveness 

and impact of the Fund’s installment payment plan for the prior year based on an evaluation of 

the following five criteria: (1) the cost of automobile insurance for Fund insureds; (2) the number 

of insured and uninsured motorists in the State; (3) the number of Fund policies in force by 

geographic area; (4)(iv) the duration of Fund policies in force; (5) the frequency of payment 

methods used by Fund insureds, including the Fund’s installment payment plan, premium 

finance agreements, and cash and credit card payments and the limitations of the terms of the 

installment payment plan under §20-507(g)(1)(ii)1 and 4 of the Insurance Article.  The 

Commissioner received this report on September 29, 2015.  A copy of the MAIF Report is 

included in Appendix as Attachment A. 

On receipt of the MAIF Report, Section 3(b) of the Act requires that the Commissioner 

determine the effectiveness and impact of the Fund’s installment payment plan option.  The 

Commissioner’s determination must include a review of complaints received by the Maryland 

Insurance Administration (MIA) relating to the Fund’s installment payment plan and premium 

finance agreements.  The Commissioner must submit his report to the Senate Finance Committee 

and the House Economic Matters Committee by December 31, 2015.  The Commissioner’s 

report should include the effectiveness of the Fund’s installment payment plan and its impact on: 

(i) the Fund; 

(ii) the private passenger automobile industry; 

(iii) the premium finance company industry; and 

(iv) Maryland consumers. 

 

II. BACKGROUND 

MAIF was established in 1972 by the General Assembly to provide automobile insurance 

to residents of the State who are unable to obtain insurance in the private insurance marketplace.  

MAIF is an independent non-budgeted State agency and is unique.  In other states, private 

insurance companies share in insuring those unable to obtain insurance (known as the residual 

market) through an assigned risk plan in their respective states.  MAIF is authorized to insure a 

person who has made a good faith attempt to obtain a personal automobile insurance policy from 

at least two private insurers and has been rejected or refused for a reason other than nonpayment 

of premium.   

Prior to the passage of the Act, MAIF was prohibited from accepting premiums on an 

installment payment basis.  An annual premium owed to MAIF could, however, be financed by a 

premium finance company registered with the Insurance Commissioner.  Thus, a policyholder 

who was unable to pay his total insurance premium in advance could finance the premium 

payment through the use of a premium finance company.  The policyholder entered into a 

                                                           
1
  See http://mgaleg.maryland.gov/2013RS/chapters_noln/Ch_334_sb0930T.pdf 
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premium finance agreement with the premium finance company, the premium finance company 

paid the policyholder’s total premium to MAIF, and, in return, the policyholder agreed to repay 

the loan in installments to the premium finance company along with finance charges and service 

fees. 

Effective July 1, 2013, Senate Bill 930 authorized MAIF to accept premiums on an 

installment basis on a 12-month personal automobile policy, subject to certain requirements.  

Specifically, MAIF may collect a minimum 25% down-payment of the annual premium and 

thereafter up to six installment payments on a 12-month personal automobile policy having a 

total premium of less than $3,000. See, §27-507.  Further, MAIF may collect a down payment of 

no less than 20% of the total annual payment and eight installment payments on the 12-month 

policy with a premium of $3,000 or more.  MAIF may not discriminate among insureds by 

charging different premiums based on the insured’s selection of a MAIF installment payment 

plan versus a premium finance agreement.  The initial down payment percentage adjusts each 

year on October 1 using data from the U.S. Government Bureau of Labor Statistics motor vehicle 

insurance expenditure category of the Consumer Price Index for all urban consumers.  Currently, 

§ 20-507(g)(4) requires a disclosure regarding the MAIF installment payment option on a form 

approved by the Insurance Commissioner.
2
  A copy of the most recent form approved by the 

Insurance Commissioner is included in the Appendix as Attachment B. 

III. COMPLAINTS ANALYSIS  

From October 1, 2013 to October 31, 2015, the MIA received no complaints regarding 

the MAIF installment plan and two complaints regarding MAIF premiums financed by premium 

finance companies.  

IV. IMPACT ON THE FUND 

Between October 1, 2013, and August 31, 2015,
3
 MAIF issued 110,444 policies.

4
  Of the 

110,444 policies, premiums for 2,044 policies, 1.9% of the total policies in force, were paid for 

using a MAIF installment plan.  The remaining 108,400 MAIF policies, 98.1% of the total 

policies in force, premiums were financed through a premium finance company or were paid-in-

full by the policyholder.  

A down payment of 25% followed by 6 installment payments, over the course of the 

yearlong policy, was the most popular MAIF installment payment plan among the 2,044 policies, 

accounting for premiums totaling $3,454,939.
5
  

                                                           
2 20-507(g)(4) provides as follows:   

 (i)   In accordance with this paragraph, written and electronic communications, including the Fund’s Web site, affecting the 

placement of coverage by the Fund or a fund producer shall include a statement, on a form approved by the Commissioner, advising 
an applicant or an insured of the payment options available to the applicant or insured. 

(ii)   The statement shall state that the applicant or insured has the following payment options: 

1.   the Fund’s installment payment plan; 2.   a premium finance agreement; or 3.payment of the policy in full. 
(iii)   The statement shall be included on written or electronic communications at the time the applicant or insured: 

1. is issued a new policy; or 2. is issued a reissuance, rewrite, or renewal of an existing policy.  

(iv) The statement shall state that the applicant or insured should consult a fund producer who will fully describe the terms of each 
payment option. 

3 October 31, 2013 through August 31, 2015 represents the “experience period” in the MAIF Report. 
4 MAIF Report 
5 MAIF Report 
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Although only 1.9% of the total policies issued during the experience period took 

advantage of a MAIF installment plan option, those policies represented a positive impact on 

MAIF.  The Fund had a lower cancel rate for policies paid for via its installment plan
6
 and a 

higher average days-in-force.
7
  

V. IMPACT ON PRIVATE PASSENGER AUTO 

Only a person who has made a good faith attempt to obtain a policy from at least two 

authorized private insurers and has been rejected or refused for any reason other than 

nonpayment of premium may apply for coverage with MAIF.  Over the six-year period from 

2009 to 2014, MAIF's market share has declined from approximately 2.7% to approximately 

1.7%.  During that same period, market share for the top insurer groups excluding MAIF has 

increased from approximately 87% in 2009 to approximately 89% in 2014.
8
  There is no 

evidence that the option to use a MAIF installment payment plan since 2013 has driven business 

to MAIF and away from authorized private insurers who sell the same private passenger 

automobile insurance.  

 

VI. IMPACT ON PREMIUM FINANCE INDUSTRY 

 

Prior to the passage of Senate Bill 930, ninety-seven percent (97%) of the policies in the 

Fund were financed through a premium finance company.  Subsequent to the passage of the 

Senate Bill, the percentage dropped to 95.4%.  A 1.6% decline is considered a minimal impact 

on the premium finance company industry.  

VII.  IMPACT ON MARYLAND CONSUMERS 

Policies for which premiums were paid using a MAIF installment plan were purchased in 

each county in Maryland.  The purchased utilization rate ranged from a low of 0.7% in Baltimore 

City and Charles County to a high of 8.5% in Queen Anne’s county.  As a result of the low 

utilization rates, the MAIF installment plan options have had little impact on Maryland 

consumers as a group.  Policyholders who are eligible for coverage through MAIF and who remit 

their premiums through a MAIF installment plan, however, save between $210 and $235 

throughout the term of the policy.
9
  Whether a prospective policyholder understands the potential 

for savings by using a MAIF installment plan is unclear.  

VIII. EFFECTIVENESS OF THE FUND’S INSTALLMENT PAYMENT PLAN 

While functioning and successfully producing the desired result for a very small 

percentage of MAIF policyholders, the Fund’s option to remit premiums through an installment 

payment plan cannot be deemed fully implemented and therefore effective as it has not produced 

the intended widespread outcome.  It remains, however, an important and beneficial option for 

MAIF policyholders, the State, and other drivers.  MAIF’s data indicates that since its inception, 

the installment payment plan option has resulted in lowering the cost of a policy, reducing the 

                                                           
6 The total cancel rate during the experience period was 53.8%. Of the 53.8% policies canceled, 39.2% of the canceled policies were paid for 

using a MAIF installment plan while 54% of the policies canceled were not paid for using a MAIF installment plan. MAIF Report. 
7 The total average days-in-force during the experience period was 236. Policies paid for using an installment plan were in force an average of 45 

more days than policies not paid for using an installment plan. MAIF Report. 
8 Maryland Insurance Administration: 2015 Report on the Effect of Competitive Rating on the Insurance Markets in Maryland. 
9 MAIF Report. 
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rate of cancellation, and increasing the rate of longevity.  With additional research and, perhaps, 

the implementation of new installment plan parameters and strategies, the MAIF installment 

payment plan option could realize its maximum potential and become fully effective. 

  

IX. CONCLUSION 

Few MAIF policyholders have chosen to remit their premiums using a MAIF installment 

payment plan option.  Rather, most have chosen to finance their premiums through a premium 

finance company or to pay the annual premium in full.  The Fund has identified several strategies 

for improving the installment payment plan’s utilization rate.  The first involves ensuring that 

MAIF producers understand and comply with their statutory obligation to disclose the 

installment plan payment option.  The Fund also suggests lowering the 25% down payment for 

annual premiums of less than $3,000 and increasing the number of installment payments to 8 or 

10 within a policy year.  

 

The underutilization of the MAIF installment payment plan option requires additional 

research and discussion.  The MIA intends to research and discuss the advantages and 

disadvantages of implementing a disclosure form requiring a prospective policyholder’s 

acknowledgment that the applicant understands the MAIF installment payment plan option and 

expressly declines the option. Further, the MIA will take into consideration the Fund’s additional 

recommendations during the coming year. 

 

 



 

 

 

 

 

 

 

 

 

 

 

Attachment A – Report on the Effectiveness and Impact of the Maryland Automobile 

Insurance Fund’s Installment Payment Plan 

 





























 

 

 

 

 

 

 

 

 

 

 

Attachment B – Premium Payment Options Form 

 






	Color Maryland Auto Fund Report Cover
	MAIF Installment Plan Report.FINAL.1.19.16
	Attachment A
	Color MAIF Report Attachment A
	Attachment B
	Notice Form Attachment B.

