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Title 20�DEPARTMENT OF
INSURANCE

Division 500�Property and Casualty
Chapter 10�Mortgage Guaranty

Insurance

20 CSR 500-10.100  Definitions

PURPOSE: This rule defines terms and
explains usage rules for those terms
used in this chapter. This regulation
implements section 379.010, RSMo.

(1) As used in this chapter�
(A) Authorized real estate security means

an amortized note bond or other evidence of
indebtedness, not exceeding ninety-seven per-
cent (97%) of the fair market value of the real
estate, secured by a mortgage, deed of trust
or other instrument constituting a first lien or
charge on real estate, provided�

1. The real estate loan secured in that
manner is one authorized to be made by a
bank, savings and loan association or an
insurance company, which entity is super-
vised and regulated by a department of this
state or an agency of the federal government;
however, in the case of residential real estate
loans only, the list of entities in this para-
graph shall include mortgage bankers and
mortgage brokers supervised and regulated
by a department of this state or an agency of
the federal government; or

2. The lien on that real estate may be
subject and subordinate to the following:A.
The lien of any public bond, assessment or
tax, when no installment, call or payment of
or under the bond, assessment or tax is delin-
quent; or

B. Outstanding mineral, oil or timber
rights, rights-of-way, easements or rights-of-
way or support, sewer rights, building restric-
tions or other restrictions or covenants, con-
ditions or regulations of use or outstanding
leases upon real property under which rents
or profits are reserved to the owner;

(B) Contingency reserve means an addi-
tional premium reserve established for the
protection of policyholders against the effect
of adverse economic cycles;

(C) Director means the director of insur-
ance, state of Missouri;

(D) Mortgage guaranty insurance means�
1. Insurance against financial loss by

reason of nonpayment of principal, interest
and other sums agreed to be paid under the
terms of any note or bond or other evidence
of indebtedness secured by a mortgage, deed
of trust or other instrument constituting a lien
or charge on real estate or on an owner-occu-
pied mobile home; or

2. Insurance against financial loss by
reason of nonpayment of rent and other sums
agreed to be paid under the terms of a writ-
ten lease for the possession, use or occupan-
cy of real estate provided the improvement on
that real estate includes a building(s); and

(E) Policyholders� surplus means the
aggregate of capital, surplus and contingency
reserve.

AUTHORITY: section 374.045, RSMo
(1994).* Original rule filed April 11,
1996, effective Nov. 30, 1996.

*Original authority 1967, amended 1993, 1995.

20 CSR 500-10.200  Financial Regulation

PURPOSE: This rule defines terms and
explains usage for those terms used in
this chapter. This regulation imple-
ments section 379.010, RSMo.

(1) Capital and Surplus.  A company shall not
transact the business of mortgage guaranty
insurance unless it has a paid-in capital and
surplus of at least the amounts specified in
section 379.080, RSMo.

(2) Restrictions on Transaction of Business.
(A) Mortgage guaranty insurance shall be

written only to insure loans secured by autho-
rized real estate securities as defined in 20
CSR 500-10.100(1)(A) and for insurance
against financial loss under a written lease as
provided in 20 CSR 500-10.100(1)(D).

(B) A mortgage guaranty company shall
not insure loans secured by properties in a
single housing tract or a contiguous tract in
excess of ten percent (10%) of the company�s
policy-holders� surplus. In determining the
amount of the risk, applicable reinsurance in
any assuming company authorized to transact
mortgage guaranty insurance in this state
shall be deducted from the total direct risk
insured.  Contiguous, for the purposes of this
section, means not separate by more than
one-half (1/2) mile.

(C) A mortgage guaranty company writing
residential mortgage guaranty insurance may
write no more than twenty percent (20%) of
its insurance in force on commercial proper-
ty. A separate company may be formed to
write guaranty insurance other than residen-
tial and this company shall not be subject to
the foregoing twenty percent (20%) limita-
tion.

(D) A mortgage guaranty company compa-
ny�s liability shall in no event exceed the
actual loss. In lieu of paying the percentage of
the loan insured as specified in the policy, a

mortgage guaranty company may elect, with
the consent of the insured, to pay the entire
indebtedness to the insured and acquire title
to the authorized real estate security.

(E) Nothing in this regulation shall be con-
strued as limiting the right of any mortgage
guaranty company to impose reasonable
requirements upon the lender with regard to
the terms of any note or bond or other evi-
dence of indebtedness secured by a mortgage
or deed of trust, such as requiring a stipulat-
ed down payment by the borrower.

(3) Limit of Aggregate Liability. A mortgage
guaranty company at any time shall not have
outstanding a total liability under its aggre-
gate insurance policies exceeding twenty-five
(25) times its policyholder�s surplus, this lia-
bility to be computed on the basis of the com-
pany�s liability under its election as provided
in subsection (2)(D). In the event that any
company has outstanding total liability
exceeding twenty-five (25) times its policy-
holders� surplus, it shall cease transacting
new business until a time as its total liability
no longer exceeds twenty-five (25) times its
policyholders� surplus.

(4) Limitation of Dividends of Mortgage
Guaranty Companies.  A mortgage guaranty
company shall not declare any dividends
except from undivided profits over and above
the aggregate of its paid-in capital, paid-in
surplus and contingency reserve.

(5)  Reserves.
(A) The reserves enumerated in this rule

shall be maintained by the company and
reported as liabilities in the annual and peri-
odic statements furnished to the director of
insurance.

(B) The liability to claimants for losses
outstanding shall be computed upon the cash
basis, including a reserve for claims reported
and unpaid and a reserve for claims incurred,
but not yet reported, including:  estimated
losses on insured loans which have resulted in
the conveyance of property which remains
unsold; insured loans in the process of fore-
closure; and insured loans in default for four
(4) or more months.

(C) General expenses, including amounts
due vendors for goods, supplies, equipment
and amounts due for salaries, taxes, licenses
and fees.

(D) Mortgage guaranty companies shall
compute the unearned premium reserve on a
monthly pro rata basis, except that in the case
of premiums paid in advance for ten (10)-year
policies the annual unearned premium factors
specified in the following or comparable
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monthly unearned premium factors shall
apply:

Contract Year Unearned Premium
Current at at Valuation
Valuation Date Date*

1 90.0%
2 70.0%
3 52.5%
4 39.0%
5 28.0%
6 19.0%
7 12.0%
8 7.0%
9 3.5%

10 1.0%
*Includes fifty percent (50%) of the earned

premium applicable to the contract year cur-
rent at valuation date.

(E) The comparable monthly unearned
premium factors applicable to premium paid
in advance for ten (10)-year policies, consis-
tent with this schedule on the basis that one-
twelfth (1/12) of the earned premium for each
contract year is earned during each month,
shall include fifty percent (50%) of the
earned premium applicable to the contract
month current at the valuation date.

(F) Whenever the laws of any other juris-
diction in which a mortgage guaranty compa-
ny subject to the requirements of this section
is also licensed to transact mortgage guaran-
ty insurance require a larger unearned premi-
um reserve the aggregate than that set forth,
the establishment of a larger unearned premi-
um reserve shall be in compliance with this
section.

(6) Special Contingency Reserve.
(A) Each mortgage guaranty company

shall establish  a contingency reserve out of
net premiums remaining (gross premiums
less premiums returned to policyholders)
after establishment of unearned premium
reserve. To the contingency reserve the com-
pany shall contribute an amount equal to fifty
percent (50%) of the remaining premiums.
The yearly contributions to the contingency
reserve made during each calendar year shall
be maintained for a period of one hundred
twenty (120) months, except that withdrawals
may be made by the company in any given
year in which the actual losses exceed the
expected losses.

(B) Subject to the written consent of the
director of insurance, the contingency reserve
shall be available for loss payments only
when and to the extent that the incurred loss-
es in any calendar year exceed the expected
losses for that year. The term expected losses
as used is defined to mean an amount equal
to thirty-five percent (35%) of the premiums

earned during that calendar year without
diminution because of contributions to the
contingency reserve. Release of monies from
the contingency reserve for payment of losses
as permitted in this rule shall be on the first-
in, first-out basis.

AUTHORITY: section 374.045, RSMo
(1994).* Original rule filed April 11,
1996, effective Nov. 30, 1996. 

*Original authority 1967, amended 1993, 1995.

20 CSR 500-10.300 Unfair Acts or Prac-
tices

PURPOSE:  This rule carries out and
effectuates the provisions of sections
375.930�375.948, RSMo (1994), as
such sections apply to mortgage guar-
anty insurance.

(1) An insurer issuing or proposing to issue
mortgage guaranty insurance commits the
unfair act or practice of �misrepresentation
and false advertising of insurance policies� as
defined in section 375.936(6)(a), RSMo
(1994), unless the insurer: 1) shall adopt,
print and make available a schedule of premi-
um charges for mortgage guaranty insurance
policies. The schedule shall show the entire
amount of premium charge for each type of
mortgage guaranty insurance policy issued by
the company; and 2) at the time of policy or
certificate issuance to the debtor responsible
for paying the premium charges, the insurer
makes or causes to be made the disclosure
required in section (2) of this rule.

(2) Insurers shall make the following disclo-
sure to the borrower in writing in at least
fourteen (14)-point type font, as required by
this rule:

Notice to Borrower:
Your lender has decided to purchase pri-

vate mortgage insurance (PMI) from us (the
insurer). PMI provides insurance coverage to
the lender if you default on the loan for the
purchase or lease of your home or other real
estate.

Often, a lender who purchases private
mortgage insurance from us will require you
to repay the lender for the cost of the insur-
ance premiums. However, the lender will
often eliminate this repayment requirement if
your loan reaches a certain loan-to-value
(LTV) ratio. The LTV is the ratio of your
loan to the lesser of the appraisal or the pur-
chase price of your home or other real estate.

For further details regarding both the
extent to which you are required to repay
PMI premiums and when you may terminate
PMI premium repayments, please contact
your lender.

AUTHORITY:  section 375.948, RSMo
(1994).* Original rule filed April 11,
1996, effective Nov. 30, 1996.

*Original  authority 1959, amended 1978, 1991.

20 CSR 500-10.400 Policy Rates and Forms

PURPOSE: This rule effectuates sec-
tions 379.420 to 379.510, RSMo
(1994), as such sections apply to mort-
gage guaranty insurance.

In lieu of examination under section 379.475,
RSMo, all premium rates, together with the
applicable policy forms and endorsements,
providing mortgage guaranty insurance shall
be filed with the director within ten (10) days
of issuance in this state.

AUTHORITY: section 374.045, RSMo
(1994).* Original rule filed April 11,
1996, effective Nov. 30, 1996.

*Original authority 1967, amended 1993, 1995.
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