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In the wake of the COVID-19 pandemic, AFCO is prepared, ready and open for business. We stand ready to assist our clients, 

their insureds and each other during this difficult time. The health and wellbeing of our Teammates, clients and their 

insureds remains our primary focus, and we have taken the necessary precautions.  Currently, most of our Teammates are 

working remotely to comply with both social distancing practices and all state orders to shelter-in-place. We are leveraging 

our digital premium finance tools to support business needs while keeping everyone safe.    

We understand there are significant concerns and many questions coming from insureds across America. Many are 

concerned about meeting their debt obligations and managing through times of uncertainty.  A lack of revenue to meet the 

needs of their business is top of mind.  Our Teammates are committed and empowered to assist agents and their insureds in 

every way possible.   

An Update on Governmental Regulatory Requirements 

As of this writing, we continue to monitor the news regarding Federal Regulatory guidance and details on a Federal stimulus 

package aimed to help our business customers.  We expect the package to be meaningful in assisting everyone in meeting 

their financial obligations.  In the meanwhile,  depending on the insured’s unique needs and their request for a delay, we are 

offering up to 10-day holds on cancellation requests, late-fee waivers and in some cases, longer-term holds or payment 

deferrals.  We are here to help and we’re all in this together. 

The challenges in a premium finance loan center on the insurance policy and its rapid erosion in value.  Each day, the policy 

declines in value while insurance coverage is in force.  Unlike other assets used as loan collateral (car; home), at the end of a 

12-month policy term, its value is zero.  This rapid erosion of collateral limits a Premium Finance lender’s ability to defer 

payments or extend payment schedules.  

Having said the above, in effort to afford each client the most assistance, we offer some suggestions to the insurance 

professional: 

1. Work with the carrier(s) to stop/freeze the premium earnings schedule by the length of time of grace period the 
insured is seeking.  For example, if the policies financed in the PFA can suspend in earnings, AFCO can retain its 
collateral and extend repayment terms in step with the earnings freeze. 

2. Revisit the insured’s go-forward insurance needs.  If insured needs have decreased, work with carriers to grant a 
return premium credit.  Credits may be warranted by deletion of vehicles, audits on WC and GL, etc.  In a sense, 
these credits are much-needed (hidden) cash, which AFCO can apply toward an installment to provide immediate 
debt relief.  Once verified in amount and expected check release, AFCO can place a temporary hold to prevent 
unneeded cancellation of all coverages.  

3. Work with carriers to reduce minimum earned amounts and punitive policy provisions such as accelerated or fully 
earned schedules. 

4. In some cases, where we send cancellation within the customary cancellation cycle, the market may elect to NOT 
honor our Notice of Cancellation.  In the interim, we will try to work out the situation with the insured. If we 
ultimately send cancellation, we will attempt to have the carrier honor our original (retroactive) effective date.  This 
preserves the collateral value as of the date of original default. 
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Helping Our Clients Adapt to the New Business Environment 

The pandemic has created an unprecedented and rapidly changing business environment. Consequences directly related to 

the pandemic are vast. One such consequence is the issuance of Emergency Orders, Mandates or Moratoriums by individual 

state regulatory bodies for insurance companies.   

 In many instances, regulatory orders are placed upon the Insurance Company, prohibiting them from cancelling an 

Insured’s coverage due to non-payment of premium.  In many states, premium finance is regulated by departments 

other than a Department of Insurance; often times by a department of banking.  

 In a Premium Finance Agreement (PFA), the policies financed within the PFA have already been funded to the 

insurance company/broker. These policies are paid in full on behalf of the Insured by AFCO.  The Insured/Borrower 

is subsequently obligated to make loan payments to AFCO and has provided AFCO a limited Power of Attorney 

which allows AFCO to act in place of the Insured to cancel their coverage in the event the Insured defaults under the 

PFA.   

 Cancellations of this sort are deemed Insured requested cancellations.  Typically, Regulatory mandates/orders do 

not prohibit an insured from cancelling their own coverage. 

AFCO’s Leadership Team is continuously monitoring the impact of COVID-19 on the regulatory environment and will 

continue to follow all orders pertaining to premium finance from state and federal regulators.   

Additional Information & Resources 

For the latest on the referenced orders, please refer to the attached “Regulatory Updates Chart” issued by the National 

Premium Finance Association. The chart details orders and moratoriums as of the morning of March 24th, 2020. 

If you would like us to consider a request, please have your insurance professional or clients reach out to AFCO while taking 

into consideration the above concepts to see what we can do to help.  

 


