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Ins 3.09 Mortgage guaranty insurance. (1) PURPOSE. This section imple-
ments and interprets s. Ins 6.75 (2) (i) and (j) and ss. 601.42, 611.19 (1),
611.24, 618.21, 620.02, 623.02, 623.03, 623.04, 627.05 and 628.34 (12),
Stats., for the purpose of establishing minimum requirements for the
transaction of mortgage guaranty insurance.

(2) ScoPE. This rule shall apply to the underwriting, investment, mar-
keting, rating, accounting and reserving activities of insurers which
write the type of insurance authorized by s. Ins 6.75 (2) (i) and (j).

(3) DEFINITIONS. (a) “Amount at risk’” means the coverage percentage
or the claim settlement option percentage multiplied by the face of
amount of a mortgage or by the insured amount of a lease.

(b) “Annual statement’” means the fire and casualty annual statement
form specified in s. Ins 7.01 (5) (a).

(¢) “Contingency reserve’”’ means the reserve established for the pro-
tection of policyholders against the effect of losses resulting from adverse
economic cycles.

(d) “Equity” means the complement of the Loan-to-Value.

(e) “Face amount” means the entire indebtedness under an insured
mortgage before computing any reduction because of an insurer’s option
limiting its coverage.

(f) “Loan-to-value”’ means the ratio of the entire indebtedness to
value of the collateral property expressed as a percentage.

(g) “Mortgage guaranty account” means the portion of the Contin-
gency Reserve which complies with 26 U.S.C. s. 832 (e) as amended.

(h) “Mortgage guaranty insurance” means that kind of insurance au-
thorized by s. Ins 6.75 (2) (1).

(i) “Mortgage guaranty insurer” means an insurer which:
1. Insures pursuant to Ins 6.75 (2) (i), or

2. Insures pursuant to s. Ins 6.75 (2) (j) against loss afising from fail-
ure of debtors to meet financial obligations to creditors under evidences
of indebtedness secured by a junior lien or charge on real estate.

) “Morfgage guaranty insurers report of policyholders position”
means the annual supplementary report required by s. Ins 7.01 (24) (t).

(k) “NAIC Ratio — Investment Yield”’ means net investment income
earned after taxes from the annual statement divided by mean invested
assets.

(1) “Person” means any individual, corporation, association, partner-
ship or any other legal entity.

(m) “Policyholders position” includes the contingency reserve estab-
lished under sub. (14) and surplus as regards policyholders. “Minimum
policyholders position’ is calculated as described in sub. (5).

(n) “Surplus as regards policyholders’” means an insurer’s net worth;
the difference between its assets and liabilities, as reported in its annual
statement. :
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(4) DISCRIMINATION, No mortgage guaranty insurer may diseriminate
in the issuance or extension of mortgage guaranty insurance on the basis
of the geographic location of the property or the applicant’s sex, marital
status, race, color, creed or national origin.

(5) MINIMUM POLICYHOLDERS POSITION. (a) A mortgage guaranty in-
surer shall maintain at all times a minimum policyholders position in the
amount required by this section. The policyholders position shall be net
of reinsurance ceded but shall include reinsurance assumed.

(b) If a mortgage guaranty insurer does not have the minimum
amount of policyholders position required by this section it shall cease
transacting new business until such time that its policyholders position is
in compliance with this section.

(c) If a policy of mortgage guaranty insurance insures individual loans
with a percentage claim settlement option on such loans, a mortgage
guaranty insurer shall maintain a policyholders position based on: each
$100 of the face amount of the mortgage; the percentage coverage; and
the loan-to-value category. The minimum amount of policyholders posi-
tion shall be calculated in the following manner:

1. If the loan-to-value is greater than 75%, the minimum policyholders
position per $100 of the face amount of the mortgage for the specific per-
cent coverage shall be as shown in the schedule below:

Percent Policyholders Position Per Percent Policyholders Position Per
Coverage $100 of the Face Amount of Coverage $100 of the Face Amount of
the Mortgage the Mortgage
5 $0.20 55 $1.50
10 0.40 60 1.55
15 0.60 65 1.60
20 0.80 70 1.65
25 1.00 75 1.75
30 1.10 80 1.80
35 1.20 85 1.85
40 1.30 90 1.90
45 1.35 95 1.95
50 1.40 100 2.00

2. If the loan-to-value is at least 50% and not more than 75%, the
minimum amount of the policyholders position shall be 50% of the mini-
mum of the amount calculated under subd. 1.

3. If the loan-to-value is less than 50%, the minimum amount of poli-
cyholders position shall be 25% of the amount calculated under subd. 1.

(d) If a policy of mortgage guaranty insurance provides coverage on a
group of loans subject to an aggregate loss limit, the policyholders posi-
tion shall be:

1. If the equity is not more than 50% and is at least 20%, or equity
plus prior insurance or a deductible is at least 25% and not more than
55%, the minimim amount of policyholders position shall be calculated
as follows:
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interest; or any designee, trustee, nominee, or other agent or representa-
tive of any of the foregoing.

(d) A mortgage guaranty insurer shall not make any rebate of any por-
tion of the premium charge shown by the schedule required by par. (a). A
mortgage guaranty insurer shall not quote any premium charge to any
person which is different than that currently available to others for the
same type of mortgage guaranty insurancy coverage sold by the mort-
gage guaranty insurer. The amount by which any premium charge is less
than that called for by the current schedule of premium charge is a re-
bate.

(e) A mortgage guaranty insurer shall not use compensating balances,
special deposit accounts or engage in any practice which unduly delays
its receipt of monies due or which involves the use of its financial re-
sources for the benefit of any owner, mortgagee of the real property or
any interest therein or any person who is acting as agent, representative,
attorney or employe of such owner, purchaser or mortgagee as a means of
circumventing any part of this rule. Except for commercial checking ac-
counts and normal deposits in support of an active bank line of credit,
any deposit account bearing interest at rates less than is currently being
paid other depositors on similar deposits or any deposit in excess of
amounts insured by an agency of the federal government shall be pre-
sumed to be an account in violation of this paragraph.

(f) A mortgage guaranty insurer shall make provision for prompt re-
fund of any unearned premium in the event of termination of the insur-
ance prior to its scheduled termination date. If the borrower paid or was
charged for the premium, the refund shall be made to the borrower, or to
the insured for the borrower’s benefit, otherwise refund may be paid to
the insured.

(g) This subsection is not intended to prohibit payment of appropriate
policy dividends to borrowers.

(16) TRANSITION. Policyholders position, unearned premium reserves
and contingency loss reserves shall be computed and maintained on risks
insured after the effective date of this section as required by subs. (5),
(18) and (14). Unearned premium reserves and contingency loss reserves
on risks insured before the effective date of this rule may be computed
and maintained either as required by subs. (13) and (14) or as required
by this section as previously in effect.

(17) CONFLICT OF INTEREST. (a) If a member of a holding company
system as defined in Ins 12.01 (3) (e), a mortgage guaranty insurer li-
censed to transact insurance in-this state shall not, as a condition of its
certificate of authority, knowingly underwrite mortgage guaranty insur-
ance on mortgages originated by the holding company system or an affili-
ate or on mortgages originated by any mortgage lender to which credit is
extended, directly or indirectly by the holding company system or affili-
ate.

(b) A mortgage guaranty insurer, the holding company system of
which it is a part or any affiliate shall not as a condition of the mortgage
guaranty insurer’s certificate of authority, pay any commissions, remu-
neration, rebates or engage in activities proscribed in sub. (15).

(18) LAWS OR REGULATIONS OF OTHER JURISDICTIONS. Whenever the
laws or regulations of another jurisdiction in which a mortgage guaranty
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insurer subject to the requirements of this rule is licensed, require a
larger unearned premium reserve or a larger contingency reserve in the
aggregate than that set forth in this rule, the establishment and mainte-
nance of the larger unearned premium reserve or contingency reserve
shall be deemed to be compliance with this rule.

History: Cr. Register, March, 1957, No. 15, eff. 4-1-57; am. (2), (3), (4) and (5), Register,
January, 1959, No. 37, eff. 2-1-59; am. (4) (¢), Register, August, 1959, No. 44, eff. 9-1-59; cr.
(4) (e), Register, January, 1961, No. 61, eff. 2-1-61; am. (2), Register, January, 1967, No. 133
eff. 2-1-67; am. (2), (3) (a) and (b), and (4) (a) and (b); r. and recr. (5), Register, December
1970, No. 180, eff. 1-1-71. r. and recr. Register, March, 1975, No. 231, eff. 4-1-75; emerg. am.
(1), (2) and (3) (a), eff, 6-22-76; am. (1), (2) and (3) (a) Reglster September, 1976 No. 249,
eff, 10-1-76; am. (1), (2) and (3) (a), Register, March, 1979, No. 279, eff. 4-1-79; r. and recr.
(1), (3}, (5), (12) and (14), am. (2), (4), (8), (13) (a) and (16), renum. (7) to be (7) (a) and cr.
(7) (b) and (7Tm), Register, October, 1982, No. 322, eff. 11-1-82; correction in (14) (d) made
under s. 13.93 (2m) (b) 7, Stats., Register, December, 1984, No. 348,

Ins 3.11 Multiple peril insurance contracts. (1) PURPOSE AND SCOPE. (a)
This rule implements and interprets s. Ins 6.70 and chs. 625 and 631,
Stats., by enumerating the minimum requirements for the writing of
multiple peril insurance contracts. Nothing herein contained is intended
to prohibit insurers or groups of insurers from justifying rates or premi-
ums in the manner provided for by the rating laws.

(b) This rule shall apply to multiple peril insurance contracts permit-
ted by s. Ins 6.70, and which include a type or types of coverage or a kind
or kinds of insurance subject to ch. 625, Stats.

() Types of coverage or kinds of insurance which are not subject to ch.
625, Stats., or to the filing requirement provisions thereof, may not be
included in multiple peril insurance contracts otherwise subject to said
sections unless such entire multiple peril insurance contract is filed as
b}fing ?ubject to this rule and said sections and the filing requirements
thereof.

(2) DEFINITION. Multiple peril insurance contracts are contracts com-
bining 2 or more types of coverage or kinds of insurance included in any
one or more than one paragraph of s. Ins 6.75. Such contracts may be on
the divisible or single (indivisible) rate or premium basis.

(8) RATE MAKING. (a) When underwriting experience is not available
to support a filing, the information set forth in s. 625.12, Stats., may be
furnished as supporting information.

(b) Premiums or rates may be modified for demonstrated, measurable,
or anticipated variation from normal of the loss or expense experience
resulting from the combination or types of coverage or kinds of insurance
or other factors of the multiple peril insurance contract. Multiple peril
contracts may be filed or revised on the basis of sufficient underwriting
experience developed by the contract or such experience may be used in
support of such filing.

(c) In the event that more than one rating organization cooperatesin a
single (indivisible) rate or premium multiple peril insurance filing, one of
such cooperating rating organizations shall be designated as the sponsor-
ing organization for such filing by each of the other cooperating rating
organizations and evidence of such designation included with the filing.
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