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STATE OF WISCONSIN )
) B8
GEFICE OF YEY COMISSIONER OF INSURANCE)

TO ALL 7O WHOM TNESE PRESERNTS GHALL COME, CRERETINGS:

I, 8, £. DuBoge, Commissieoner of Insurance and custedian
of the official records of sald office, do hereby certify that
the ammexed order répesling avd re-cresating rxules relating te
wortgags guarenty ingursces was fassued by this office on
January 30, 1975,

T further ecertify that zaid cony hag besn cormpared
by we with the original on f1le In this office and that the sams
fe a true copy thersaf, zad of the whole of zuch eriginal,

™M TESTIMONYT UWFREOT . I have
havauato sahgeribed my nawe
fn the City of “Madlaom,

State of Wiseousain, this
30th day of Jgnuary, 1875,

g, €, Nylose
Commlasdoner of Inguvance

STATE OF WISCONSIN

DEPARTMENT OF STATE

RECEIVED AND FILED
JAN 301975

DOUGLAS LAFOLLETTE
SECRETARY OF STATE



STATE OF WISCONSIN

DEPARTMENT OF STATE

RECEIVED AND FILED

ORDER OF THE OFFICE OF THE COMMISEIONER oF ywsumawce JAN 30 1975

Adopting Bules DOUGLAS LAFOLLETTE
SECRETARY OF STATE

Pursuant to the authority vested in the Cemmiseionar of
Insurance by fection 601.41 (3), Wis. Ststs,, the Comissionaer of
Insurence hereby repeals and re~crestes rules s followsty

Section Ine 2,09 of the Wiseonsin Aduinietrstive Code le
repealad,

Bection Tuns 3.09 of the Yisconsin Admindstrative Code is
re-greated to read:

Ine 3.09 ¥Nortgage puaranty insurapce. (1) PURPGSE. Thise
rule wplemms aad interorets, including but not limited to, Sections
201.04 €19), 61i.ﬁ2, 611,24, 618.01, 618,21, 620,02 and 623,04, Yis.
State,, for the purpose of astablishing ainiwum requirements for the
transaction of wortgsge guaranty insurance.

(2) scoPn, This rule shall apply to the undexwriting,
investment, marketing, raving, aceounting and vesmerving activities
of insurers which write the type of insurance authorizad by section
201.04 (19), Wis. Btats,

(3) DERPINITIONS. (a) Movepape guaranty insurance iz chat
kind of ineuranse suthevized by seetion 201.04 (19), Wis. Stars., and
ineludes the puarantee of the payment of rentals under lsases of veal
gstate in which the lease extends for 3 years ovr leaper.

{b) As used in this rule, "person" weans any individusl,
corporation, amsgeclation, pavtnership or any other legal entity.

(4) DISCRIMINATION., ¥Fo mortgage gusranty insurer wmay
discriminate in the issusnce or extension of movtgege gusranty
ingurance on the basis of the applicant's sex, marital status, race,

celor, creed or mational oripgin.



(5) LIMITATION OF TOTAL LIABILITY ASSUMED, A mortgage
gaaranty insurer shall not at any time have outstanding a total
lighilicy umder fte sggregate insurance policles, computed on the
basis of ite electisn to liwit coverage and net of reinsuvance assumed
and of reinwurance ceded to an insurer suthorized to transaet such
reinsurence in this state, exceading tua&ﬁy»fiva'tim@a the aum of
its contingency reseyve astablished under subsection (14) and ite
surplus as regerds polieyholders,

(6) LIMITATION OF INVESTMERT. A wortgeage guarsnty insurer
ghall not invest in notes or other evidences of indebtedusss secured
by mortgage or other lien upon vreal property. This mection shall not
apply to obligaticns secured by resl property, or centracts for the
sale of veal p:epérﬁy. which obligatione or eontracte of sale ave
gequired in the course of the good falth settlement of claims under
policies of {nsurance issuad by the mortgage suaventy insurar, or in
the good faith disposition of resl property se acyuired.

(7) LIMITATION OX ASSUMPTION OF RIGKS. A mortgage guarvanty
jusurer shall not insure losns secured by properties in 2 single or
contiguous housing or commercial tract in ezeese of ten (10) per cent
of the insurer's sdmitted assets. A mortgage guarenty insurer shall
ot dnsure & loun secured by & single visk in excess of ten (10) par
cant of the insurer's admitted assets. In deteraining the amount of
such risk or visks, the insurer's 1llebility shall be computed on the
basis of ite alection to limit covarage and net of veinsurance ceded
to sa insurer authorized to transact such reinsurance in this state,
"Contiguous® for the purpose of this subsection means pot sepavated by

wova than one-half wile,



(8) RUEINSURANCE. A wortgege guaranty i{nsurer may, by
gontract, refnsure sny Insursnce 1t tranmsacte in any mssuming insurer
suthorized to traneact wmortpage guaranty insurance in this state,
except it shall not enter inte reinsursnce arrsngesents deslgned teo
eiroumvent the compensation eontrol provisions of subsectien (15)
oy the contingency reserve reguirament of subsection (14). It is the
intent of this ryle that the unesrned premium yeserve requived by
euhsection (13} and the cou ingeney reserve requived by subsection (14)
shall be esatablishad and maiantained in sppropriate proportions in
relation to visk veteined by the original fnsurer amd by the assuning
reinsurer go that the tetal rhwerves eetablished shall not be less
than the reserve vequired by subsections (13) sand (14).

(9) ADVERTISING, Yo mortpage guaranty insurer or any agent
or repragentative of a wortgage guaranty insurer shall prepare ov
distribute or assier io prepariag or distriduting any brochure, pamphlet,
report or eny forz of advertising to the effeet that the real estate
investments of eny fiasnclal institution sre "insured investments",
unlese the hrochure, parphlet, report or advertising claerly stetes
that the loens are insured by fasurers possessing & certificate of
suthority te trenssct mortgage guaranty issurance ia thls state oy
are insured by an sgency of the faderal govermment, ss the case may be.

€10) FPOLICY FORME, All poliley forme and sndorgements shall
be filed with and be subjeat to approval of the cowmiseicner. With
raspadt to owner-oceunied, single~family dwallings, the mortzage
guéranty ingurance policy shall provide that the borrewer shall not he
liahle to the ingurance cowpacy for any deficleney awxising from a

forgelosure sale,



(11} euEMivd. {(8) The total consideration charged for
mortgage guavanty insurance polieles, lucluding policy and othex
feas or similar chargea, shall be considered premium and must be
ststed in the peliey and shall be aubjieet to the reserve vequiremente
of submectiona (13} and (14),

(b) The rate makiss formula for mortgage guaranty insurance
shall contain a faector or loading sufficient to produce rthe awount
raquived for the contingency resevve presaribed by subsection (14).

{12) REPORTING. (3) The financial condition and operations
of & mortgage puaranty lusurer shall be reported annually on the fire
and casualety annual etatement form epecified by Wiacousin Administrative
Code mection Tng 7.01 (5) (a). |

(b) The totel contivpency vegervs reguired by subsection (14)
shall be reported on line 1, page 3 or on line 22, pape 2 of the annusl
staterent. If the centingeney reserve ig reported on line ), page 3,
gppropriste entries must be made on Exhibit 3-4, page 9 of the pnnual
statement, The chenge In continmevey reeerve for the vear shall be
veported on line 3, paze &4 of the gnnual statement sp a deduction from
wnderwriting inceme, The development of the eontingenecy remerve shall
be shewn in Schedule ¥ of the annual etatement am followe:

1. Het premiume eayned ou policies during

the 120 menthz prior to the aunual
statement date shall be sheown on
line 3 (a) of Schedule ¥;

3. Incurred losses in exeass of 3I5% of
earned premiuss of any calendar vear ,
inceluded in line 3 (a) shall be reported
in 1ine 3 () of Bchedule K; and

3. Appropriate pmotries shall bs made in

ldnes 3 (b)Y, 3 (A, 3 (e), 3 (£), (&)
and (5) of 8chedule ¥,



(e) A movtpage guarenty insurver shall compute end maintain
adequate case basls and other loss reserves to be reported in
Underwriting end Investment Exhibit Part 34 - Unpeid losses and Loss
Adjustment Expegsea‘\paga ¢ of the ennvael statewment form., The mathod
usad to daetermine the loss rvezerve ghall aceurately reflect loss
fragquency and loss severlty and shall include components for claims
reportad and vapald, and for eclaims incurrved but not raported,
including estvimated lossesz ony

1. Ingured lesns which have resulted in

the conveyance of property which
ramaing usgeld)

2., Insured leans In the procass of
foreelonure;

3, TImaured loans in defauvlt for four

sonths or for any lesser period
which {8 defined ze defsult for such
purposaes In the peliey provislens; and

4, TInavred lesaes in default for four

ronthe ov for any lesser period vhich
13 defined ss Jdefault for gueh
purposes dn the poliey provisiens.

{(d) Fzpenses shall be recorded and reported in accordance
with Wis. Adm. Code sections Ins 6.30 and Ins &,31.

(e} Amounts veleaged from the contingency veserve pursusnt
te subsection (14) shell he treated on a flpstg-in-first-cut Lasis,

(13) VUBEABMED PREMIUM RESERVE. (a) A mortgage guasranty
insurar ahall compute and mainteln an upearned premium reserve on an
annual or on e wmonthly pro rata besis on all unexpived coverage, emcept
that in the cage of premiume paid in advance for eny coverage issued with
a term shown in the schedule below the anuual unearned premive factoy

specified shall zpply:



Unearned Premius Factoy to be Applied
to Premiuvms iu Foroe on Valustiocn Date

Contract Year 4 Year 5 Year 6 Year 7 Year 8 Yaar 9 Year
Curvent at Coversge Coverage Coverage Coverage Coverage C(overage
Valuation Date Peried _Period Peried Period Peried Peried

i 95.7% 96.5% 97.0% 97.3% 97.5% 87.7%
2 76.4 £1.0 83.7 85.4 86.5 87.3
3 43.2 56.0 62.2 66.2 68.8 70.4
& 14.5 1.3 41.1 47.4 51.3 53.8
5 2.8 22,7 31.9 36.2 39,4
6 7.1 17.1 23.3 27.2
7 5.4 12.5 16.9
& 3.8 8.6
9 2.5
10

11

iz

i3

14

13

Contrect Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Yaar
Curyent at Coverage Coverage Coverage Coverage Coverage Coverage
Valustion Date Peried  Period FPariod Peried Period Peried

1 97.7% 97.8% 97.87 97.8% 97.82 97.8%
2 87.6 87.9 88.1 a8.1 88.2 88.2
3 71.3 71.9 72,3 72.5 72,6 72,6
4 55.3 36.1 56.7 - 57.1 57.2 57.3
5 41.3 2.5 43.2 43.7 43.9 44.0
G 29.5 0.9 31.8 32.3 32.7 32.8
7 19.6 21.2 22,1 22.8 23.2 23.3
8 11.6 13.3 14.4 15,1 15,5 15.7
9 5.6 7.3 B.6 9.3 9.9 10.1
10 1.6 3.4 4,6 5.4 6.0 6.2
ll 0-9 zul 2-9 395 307
12 0.6 1.3 1.9 2,1
13 0.4 0.9 i.1
14 0.3 0.5
15 2.1



These unearned premlum factors ere caleulated on the
asguuption that on the avevege & contract is weitten in the widdle
of the celendar year and that these factors are applied asnually to
groups of contracts sugyegated by tery and ewpiration year. Thasa
factors Include one-half of the earned premive applicable te the
eontract year eurrent at the valuation date,

(b} On an annual premium plan that portion of the firet
year premium, excluding policy and other fees or similer chargas,
which exceeds twice the subsequent renewal premium vate, shall be
eonsidored s deferred risk charge and anmortised in accordance with
factors specified for a ten year term covavsge in pavagrsph (a) eor
in accordance with factore specified for a lesser term coverage in
paragraph (a) as spproved by the commisaiener.

(e} On premiums paid im advance for coverage periode in
excess of 15 years, the uneatned portion of the pramius during the
fivat 15 years of coversge shsll be the premium eollected minue an
gmount equal te the premium that would have been cavned had the
applicable premium fov 15 yearvs' coverage heen veceived. The preminm
vemaining after 15 yoars shall be releamsed from the unesrned premium
reserve pro vata over the remaining term of coverage,

(14) COHTINOENCY REGERVE. (a) 4 contingoncy loss xéaefve
shall be established and maintained for the purpose of protecting
insurede againet the effect of adverse economic eycles and to permit
wortgage guaranty insurers to comply with eection 832 (e) of the
Internal Revenue Code of 1954, as amended.

(1) Subject to subsection (8) relating to reinsursnce
there shall be an annual contribution to the contingency veserve

which in the aggregate shall be the greater of:

7



1. 50% of che earned premium reported on
1ine 1, pege & of the five aud
casualty annual statement: oy

2. 'The sum of:

8. 851.25 per 1,000 of face amount
of mortgage guaranty insurance
in force at year end on residential
buildinge designed for ocecupanecy
by not wove than four families
with coverage not exceeding 252
of the sntirve indebtedness: and

b, $1.875 per $1,000 of face amount
of mortpage guaranty insurance in
foree at vear end on vesidential
buildings designed for oceupancy
by five or more families with
coverage not ezceadiog 20% of the
indehtedness; and

e. $2.50 per $1,000 of face amowmt
of mortpage guaranty insurance
in force at vear end on buildingse
oecupled for induscriml or ecommercial
purposes with coverage not exceeding
20% of the entive indebtedness,

(¢) If the coverage of residential wortgages on buildinge
designed for cceupaney by not more than four families exceeds 25 per
cent, or if the coversge on rvesidential wortgages on buildings
designed for occupancy by five or move fawilies excesds 20 per cent
or 1f the wmortgage guavanty coversge is not expressly provided for in
this rule, the commissioner shall establish a vate formula factor that
will produce a contingency reserve sdequate for the yisk assumed,

The fuee swount of an Insured smortgage shall be computed hefore any
reduction by the {nsurer's election te limit ite coverage to a portion
of the entire indebtednessa.

(d) The contingency resarve esteblished by this subseation

shall be maintained for 120 monthe. That portion of the contingency



réserve established and wsintainad for wore than 120 sonthe shall
be velassed and ghall no longer congkitute part of the contingency
reserve.

(2) Subject to the approval of the comuissiover, the
econtingency reserve shall be avallabile to the axtent necessary to
wake loss payaents elther when the fncurred losses in a year exceed
353 per cent of the earned prenmium 4in that vear or when fseurred losses
in a yaar exceed 70 par cent of the amount contributed to the
contingenay reserve, whichever 18 greater. Funds used in this wanner
shall Le accounted for on a fivast-in~fivat-out basls az provided in
subsection (12) (e).

(15) CHARGES, COMMYSSIOHS AND REBATES, (&) Hvery wortgage
guaranty insurer shall adopt, print and make avallable a schedula of
premive charges for wovtgage gearanty insurasce coverages. Tha
gehedule shall show the entire smount of premium charge for zach type
of movtzage guaranty insurance coverage isaued by the lnsurer.

{b) A mortgege puaranty insurer shall not kuowingly pay,
elther directly ov indirectly, to any cwner, purchaser, mortgages of
the real property or sny interest therein or to any parson who la
acting as agent, representative, attorney or emlovea of such owner,
purchager, orf mortgagee sny comeiasion, vemumeration, dividend oy any
pavt of its proesium charges or any other consideratica ss an inducement
for or as compenaation oo any movtgage guaranty insurancae busiuess.

{e) In cennaction with the placement of any insvrance, a
mortgape guaranty ineurer shall uot ceuse or permit any c¢ommiseion,
fee, remunsration, or other compeasatien to be paid te, or received by:

any ineurad lendar; any subsldiary or affiliate of any insuraed; any



|
officer, director or employee of any insured; any mewber of their
immedinte family; any ecorporation, partnarshis, trust, trade
asgoclation in which any fnsured is a wember, or other entity in

vhich any insured or any sueh of ficer, director, or emplovea or sny
weeber of their ivmediate fami{ly bas a finencial interest: or any
designee, trustea, nonminee, or othey agent or representative of any

of the foregoing.

(3) A wortmege puavanty insurer ghall not make any rebate
of any portion of the premium charpe shown by the schedule vequired
by paragraph (&). A worxtgage gusrsnty insurer shall net quote any
premiva charge to any person which e different than ¢that currently
avallsble to others for the esame type of wortgage guavanty {nsurance
coverane sold by the wortgege gmuaranty insuver. The emount by which
any premium chavge lg less then that called for by the eurrent schedule
of premium sharges is a rebate,

{e) A wovtgage suaranty insurer shall not use compensating
balances, special deporit accounts or engage in any practice which
unduly delaye ite receipt of wonilea dus or whieh involves the vse of
ites financial vesourcas for the benefit of any owner, mortgapee of thé
real property or suy interest therein ov any person who is acting ae
agant, vepresentativa, attorney or employee of such owmar, purchaser
or mortpagea as a weans of cirecumventing eny part of thie rule.

Except for comsmerclal cheekinz aceounts and nogmal depoaite iv support
of an active bank line of credie, amy deposit account bearing interest
at vates less then is currvently being pald otheyr depositors on similar

deposite oy any deposit in escese of amounts insured by an sgeney of

10



the federal govermsent shall be presumed to bhe an account in
viclation of this pevagraph.

(fY A mortgape guavanty insurer shall mske provisilen
for preept refund of any unesrned premivm in the avent of terminstion
of the insurance prior to its acheduled terwination date, If the
borrower paid or wee charged for the premius, the refiund shall be
made te the borrvower, or to the insured for the horrower's henefit,
othervise refund may be paid to the insured,

(g) This subsection is net intended to prohibit payment
of appropriate policy dividends to borrowers.

(16} TRAMSITION. Upearned premium reserves and
contingency loes vesarvee ghall be corputed sod maintained on rieka
insured after the effective date of this rule as required by
subgections (13) and (14)., Unearned presiuym reserves and contingency
loag reservas on visks insured before the effactive date of this
rule way be computed and mainteained either ze vequired by
subsactions (13) and (14) or as requived by Wiscensin Adwministrative
Code seetion Ine 3.00 which was previously in effect and which was
repealed on the effective date of this rule,

(17} COEFLICT OF INTEREST, (a) If a member of a holding
company system as defimed in Wiw. Adnm, Code zection Tne 12.0L (3) (e),
a mortzege guaranty insurer licemsed te trensact inswrence in thig
state shall not, ag a condition of its certificate of authovity,
koewinzly undexwrite wortgege guaventy Insurance on morizages
eriginated by the holding company asystem or pn affiliaste or on
mortgazes originated by any mortgape lender to which credit {eg extended,

dirvectly ov Iindireactly, by the holding compeny aystem or any affiliate.

11



(b} A wmortpape guaranty logurer, the holding company
ayatan of which 1t 1z a part or any affiliate shall not av a
condition of the wortgage guaranty laaurer's cervifiecate of
authority, pay any commissions, resumerstion, rebates ov engage in
asctivities proseribed in subesection (15).

{12) TAWE OB BEGULATIONS OF OTHER JURISDICTIONS, Vhenever
the lawe or regulations of another fjurigdictien in which 2 wortgapge
gusranty insurer gubject to the requirements of this rule is
licenned, requive 2 larger unesynad premfum reserve or a larger
contingancy reserve in the sggregate than thet set forth in thisa
rule, the setablishmant and maintensnce of the layper unsarned
premium regerve or contingency reserve zhall be deewed to bhe

covplisnce with this rule.-

Dated at Madieon, Yisconain, Janwary 30, 1873,

ST B

&, G, DuBose
{ouminsionsr of Insurznce




