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Ins 10.01 Premium fine.nee agreements entered into by Insurers or 
a.gents 

Ins 10.01 Premium finance agreements entered into by insurers or 
agents. (1) PunPOSE. This rule is intended to implement and interpret 
sections 200.50, 20L5B (8), 601.48, 601.44, and 601.45, Wis. Stats., 
for the IJurpose of establishing i:equi1·ements fo1· the transaction of 
i nsui·ance premium finance business by an 1nsu.rer or agent. 

(2) ScoPE. This rule applies to all insurers and insurance agents 
engaged as princi~als i1n the business of entering into premium finance 
agreements excep~ as follows: 

(a) To premium finance transactions where no insurance policy 
or right thereunder is made the security or collateral for repayment 
of the debt. 

(b) When insurance is included in the financing of a!n installment 
sale of a motor vehicle or other goods and services. 

(c) When insurance premiums are financed in this state under 
section 188.04 or section 138.05, Wis. Stats. 

(d) To the kinds of insurance defined under section 201.04 (3), 
Wis. Stats. 

(e) To the extension of credit as authorized by section 201.53 
(7),\Wis. Stats. 

(3) DEFINITIONS. (a) Agent means an agent as defined in sections 
209.04 and 209.047, Wis. Stats. 

(b) lnsu'l'er means the same as in section 601.02 (8), Wis. Stats. 
(c) Premium finanoe agreememt mea!ns an agreement by which an 

insured or prospective insured promises to pay to an agent or an 
insurer the amount advanced or to be advanced under the agreement 
to an insurer or to an insurance agent or broker in payment of 
premiums on an insurance contract together with a service charge 
as authorized and limited by section 200.50 (9), Wis. Stats. 

(d) P'l'emium finance transactions means transactions involving 
premium finance agreements. 

(4) REGISTRATION. No agent or insurer shall engage in the busi· 
ness of financing insurance premiums in this state without first 
registering with the commissioner. 

(5) EXEMPT AGREEMENTS. Agreements for payment of premiums 
on an insurance contract in installments by an insured to 'an insurer 
are not subject to this rule if the agreement is a part of a rate 
filing made under section 625.lB or section 625.15, Wis. Stats. 

(6) RECORDS. (a) Every agent or insurer entering into 2. premium 
finance agreement shall maintain records of its premium finance 
transactions and the records shall be open to examination and inves
tigation hy the commissioner. 
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(b) Every such agent 01· insurer shall presel've all records of 
p1·emium finance tmnsactions fo1· at least 3 years afte~· making the 
final entry in respect to any premium finance agreement. The pre.ser
vatjon of records in photographic form shall constitute compliance 
with this requirement. 

(7) PREMIUM FINANCI;; AOREEMENTS. (a) A p1·emium fltnaJlce agree
ment shall: 

L Be dated, signed by or on behalf of the insured, and the printed 
portion thereof shall be in at least 8-point type; 

2. Contain the name and place of business of the insurance agent 
or insurance broker negotiati'Ilg the related insurance contract, the 
name and residence or the place of business of the insured as speci
fied by him, the name and place of business of the agent or insurer 
to which installment o:r other payments al'e t.o be made, a description 
of the instu-ance cont1:acts-including term and type of policy the 
premiums for which aJ·e advanced or to be advanced under the agree. 
me.nt and the amoi.mt of the premiums the:refoi·; and 

3. Set forth the following items where applicable: 
a. The total amount of the premiums, 
b. The amount of the down payment, 
c. The principal balance (the difference between items a. and b.) , 
d. The amount of service charge, 
e. The balance payable by the insured (sum oi items c. and d.), 
t. The number of installments required, the amount of each install

ment expressed in dollars, and the due date or period thereof. 
(b) The items sot forth in paragraph (a) 3 of this subsection need 

not be stated in the sequence 01· order in which they appear, and 
additional items may be included to explain the computations made 
l1n determining the amount to be paid by the insm·ed. 

(c) Additional items may be included in the premium finance 
ag1·eement if necessa1·y fo1· clal'ity or for compliance with any other 
statute or regu]ation. 

(d) If a premium tinane<i agreement is used in connection with an 
open-end credit pla'll, the information required under pax·agraph (a) 
8 of this subsection, as it relates to transactions enteNd int.o 8llbse
quent t.o the original financing transaction, may be set forth on the 
periodic statements fu1'1!ished t.o the 11olicyholder. 

(e) Premium finance agreement forms that do not can.form with 
all of the requirements of paragraph (a) of this subsection may be 
approved by the commissioner for use in this state if ill his judgment 
the deviation is not essential t.o full disclosui·e or cla1·ity of the 
transaction. 

(8) OTHER STATUTES APPLtOADLE. PJ:emium finanoo agreements en
tered into by agents or insurers a1·e subject, without limitation be
cause of enumeration, to section 200.50 (9), (10), and (11), Wis. 
Stats. 

(9) REBATING. Rebating pa1·t of the service cl1arge allowed by 
section 200.50 (9), Wis. Stats., to any insurance agent or insurance 
broker or any employee of an insurance agent or insurance broker or 
to any other person as an inducement to the financing of any insur
ance policy with the agent 01· insui·er entering into the premium 
flnnnce agreement ia prohibited. 
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(10) VIOLATION. Violation by an agent or insurer of any part of 
this rule in connection with insurance premium finance transactions 
will subject the agent or insurer to any applicable pe)lalty including 
revocation of license. 

HlatorF: Cr. Register, .June, 1970, No. 174, eff. 7-1-70. 

Ins 10.02 Maximum service charges and additional charges for 
insurance premium finance companies, insurers and insurance agents. 

(1) SCOPE. This rule applies to insurance premium finance agreements 
issued by insurance premium fi.nanc.e companies authorized by section 
200.50, Wis. Stats., and by insurei-s and insurance agents operating 
within the scope of Wis., Adm. Code section Ins 10.01. 

( 2) MAXIMUM SEmv.ICE CHARGEl AND 1\IAXrr.mM ADDITIONAL CRARGlll. 
(a) The ma·ximum service cha:rge may be calculated by applying a 
finance charge to the amount of principal balance (P) which is to be 
repaid in ''n" substantially equal monthly installments. The finance 
charge to be used may be calculated from the following formula: 

Finance Charge = $6.00 X P /100 X n/12 
(b) The following scl1edule shows the ma:xinmm service charge, 

expressed as JI. finance cha1·ge, and the maximum additional charge 
for seleeted amounts of principal balance which m._ay be charged by 
an iruinrµ.nce premium finance company, an insurer or an agent for 
an indebtedness which is to be repaid in 12 substantially equal 
monthly installments. 

Total 
Principal Service Additional Service 
Balance Charge Charge ChMge 

$ 50.00 $ 3.00 $ 0.00 $ 3.00 
50.01 3.00 6.00 S>.00 

100.00 6.00 6.00 12.00 
100.01 6.00 10.00 16.00 

1,000.00 60.00 10.00 70.00 

(3) VIOLATIONS. (a) Violations by an insurance premium finance 
company of any part of this rule will subject it to revocation or sus
pens.t9n of its li.cense or other penalty as provided by section 200.50 
(5), Wis. Stats. 

(b) Violation by an insurer or an insurance agent of any part of 
this rule will subject the agent or the insurer to any applicable 
penalty provided by statute or rule of this office, including revocation 
of license. 

N<>te. TMs rule was a(lopt d dter ea.reful consld.eratlon of section 
200.50, W'lsconsin Statutes and or the material Dresented at the bearing 
February 16. 197 1 con cernlng the proposed rule o.n this' subject. The 
text ot section 20u.60 (!I), Will. Stats .. which eatablls.hell the ma..~lmum 
service ch.arg.es for premium finance companies la not precise In Its 
description or th method to be 11sed In calculallng the maximum serv
ice charge. Section 200.50 (9) (b) and (c), Wlfl. Stats .• provides ln part 
that "The servl"e charge shall he o. 'miudmum of $8 per $100 per 
year .. . " and "The servtce charge shall be cornuuteCI on the p'rlnclpal 
balance of a premtum lino.nee agreement pa.yal)le In succe1;1s!ve monthlr, 
lnsiallmonts substanUaUy equal ln amou'nl tor a porlod of one year.' 
The com.blnea la1~guage le similar to seotfoo 18$.0G (1) ·(b). Wle. Slats., 
a pa.rt o:C tho statutory chapter on money and ro.tes of Fnterest, which 
establlshea mo.x:hnum rates of In terest and ha.a been Interpreted to 
Permit a.Jcu lat fon o.f th maximum charge on an "add-on" or tlnance 
charge basis. Sec'Litm i88.05 t.J. ) (b), Wis. Stats. includes th.e phrase 
" .. . dlsregardlng part payment a.net the dale I.hereof; .. . " and It has 
been argued t'hat witl;out this deAcr1utl<ve plu•a:se the maximum charge 
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muaL be calculated so as to give effect to partial payments t hus r esult
'lng Ln a maximum 6% simp le interest charge, However, section 138.05 
(1) (a}, Wla. Sta.ta. , doacl'lbee the ma."<!mum rate of 111teresl an<'I uees 
the language "At t he ra.te of $12 per UOO for one year omputea upon 
tho decJJnlng 1n·llnol-j:Ja1 ba.lance of the loan 01· to robea.1·anoe ;". 

It 1L had p een int<mtfe<l that tho max.lmum ae.rvi oe charge of i,iec tl.on 
200. 50 (9), Wis. Stats., was Co be 011 a sJmple Interest basis then !l 
could be argued t hat la nguage compa'l·abln to " ... computecl upon 
t h o declining pr!nc!po.I l•ale.nce . , ." shou ld h ave been Included ·I'll 
s ctlon &00.!ill (9), W is. Stat.a. 8'tclt. language was not Included. This 
comparls orl of section 20 0.50 (9), Wls. Stats, w ith exist ing 11tatu tes 
eatabJlshing rates of f1nter:est was not nm:•llY dctermlnatl.rc. 

$ectton 200. fi O (0) (a), Wis. Stats., pi·ovides ln part that "'l'he se.rvlce 
c h arge sho. 11 1 e computed on tho bala nce of the premium$ due (a.ttel' 
s1Jbtracting the down payment . . . )". This comj)ul:fl.tlon l.s on tbe 
balance of th e premiums du e a!ter subtr(l.cting the down payment and 
denotes the ba lance as of that polnl of time-th !nllt!al bale.nee. rt Lt 
h o.d been lnterided to compute on lh.e decli ning balance the statute 
should have apa.ll ed ont "after 11ubtre.ctini;r the down payment and e.ny 
subsequent payment ot princiJ,al". Tb express provision foT subtra.ct
lng the down ·payrnrmt without a.ny fur ther expTess pTovlslon .(or sub
tractl.ng subsequent pn:ymenui suggests hat one princ~pal balance 
figure wrui contemplated on which the rate was to be calculated, and 
t hat was t he 1nltlal one 

.Addit ional argument ln :favor of Interpreting section 200. ijO (U), Wis. 
S tats., to atlthorl"ll:e 1111 ad ~-on ti,te1·e11t rate e.ss1m1pt!on .ls that eectlon 
200.fiO (9) (c) Wis. Stats., provides for pn.yment " ... In successive 
mont h ly installments su bstn.n tl!Llly eaual in amount ... ". lf simple 
Interest wa,s Jn tended by this a tntu te, the equality or regula;rlty of 
payment would be iipconsequen'llt.Ll ll.ll all variations would be adjusted 
automatlclLlly, Where add-on Interest ls denoted. J1owever. the reg ularity 
1,md equality of payment Is lmporte.nt In orde.r to prevent the weighing 
o:t payme nts toward the early parl of the repayment period si nce that 
would change the effect ive In ter at rate. 

A further a.1·gumcmt 111 (IWQI' of Lhe add-on Interest e.pJ)roe.ch ls that 
secUon 200. 50 (9) (d }, W1s. ta.ts., whi h nrovldes for a refu nd or ci·edH 
If the lnsn.red prepays hJR obHga.tl on, Is very s imilar to section 138.0G 
(2) ( e.), Wl.s. Stats., which describes t.ll method o"r ca.louls.tlng· the 
retund In the cn.ae ot th prepe.ymen l o! any loan subject C section 
138.0fi ( l} (ll), Wis. Sta.ta. it is argued that th11s lang uage would no t 
be necessary unless e.n a<ld-on interes.t type of charge was contemp1a. t · d 
by section 200.50 (9). W ·Js. Sta·~e. 

A compell in g reuson for ado11ting an add - on lnterpretn.tlon reaulta 
trom the oonslderatlou of t he econom ics Involved. Since the l egal alrnpl 
Interest 1'ate under section 138.05 (1) (a) , '\Vls. Ste.ts., l a 12 % per a,nnum 
tlrnre wottld appear to b . ao rea.s 11 for creating- a snec la l statute 
o.uH1orizlng prem llJm fin ance a,greemen L1> b'nl e.llowin g. a )easer simple 
Interest rate for such transact ions when it la probahle that ther e ls 
justtflce.tlon for a1Jowl1·1g arld 11L1onal costs because of additional llnanclng 
ll.nd ndmJn lstratlve expenses lnvolvecl "in this type of business. 

After du e comlid eratlon nr the Issues Involved, the conclus ion ta 
reached that t h e ma lmum service charge authorized b y section 200.r;o 
(9), Wis. Stats., should be as set out l'n the rule. 

Ht.tory1 Cr. Register, July, 1971, No. 187, eff. 8-1-71. 
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