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PROJECT HISTORY – 2023 
 

MORTGAGE GUARANTY INSURANCE MODEL ACT (#630) 
 

1. Description of the Project, Issues Addressed, etc. 
 
The current NAIC Mortgage Guaranty Insurance Model Act (#630) was first adopted in 1976 and amended in 1979. Model 
#630 was created to provide effective regulation and supervision of mortgage guaranty insurers. Model #630 defines mortgage 
guaranty insurance as insurance against financial loss by reason of nonpayment of principal, interest, or other sums agreed to 
be paid on any note secured by a mortgage, deed of trust, or other instrument constituting a lien or charge on real estate. 
Mortgage guaranty insurance may also cover against financial loss by reason of nonpayment of rent under the terms of a written 
lease. As of April 2012, eight states had adopted the most recent version of the model in a substantially similar manner. An 
additional 12 states have adopted an older version of the model, legislation, or regulation derived from other sources such as 
bulletins and administrative rulings. 
 
The Mortgage Guaranty Insurance (E) Working Group was formed in November 2012. By early 2013, the Working Group 
developed a list of potential regulatory changes to Model #630 to address changes in mortgage lending and mortgage finance 
since the model’s original approval in the 1970s and to respond to the lessons learned during the 2008 national recession and 
housing market downturn. As a result, a Request for NAIC Model Law Development was made and approved by the Executive 
(EX) Committee at the 2013 Summer National Meeting.  
 
Development of the modernized model has a long history dating back to the fall of 2012. At that time, development of a capital 
model to accompany Model #630 was the key focus of attention. During 2013, mortgage guaranty insurers engaged Oliver 
Wyman to begin working on a Mortgage Guaranty Capital Model. Over the next several years, the Mortgage Guaranty Capital 
Model was developed. It was determined in December 2016 that a secondary contractor would need to be hired to further assess 
the reliability of the Mortgage Guaranty Capital Model. In September 2017, Milliman began its work to review and validate 
the Mortgage Guaranty Capital Model.  
 
In March 2018, Milliman provided its assessment of the capital model to the Working Group. It indicated that inconsistencies 
and errors were found in the data preparation steps used to: 1) estimate the capital model coefficients and the application of the 
same capital model coefficients; and 2) forecast future loan performance. Milliman stated that these inconsistencies and errors 
were material to the capital model and would need to be addressed before the Mortgage Guaranty Capital Model could be 
implemented.  
 
As a result, Milliman continued its work on the Mortgage Guaranty Capital Model, and in December 2019, it was exposed for 
public comment. The comments regarding the exposure were expected to be discussed during the 2020 Spring National 
Meeting. However, due to the COVID-19 pandemic, this meeting was cancelled. The Working Group also began working on 
an annual statement exhibit to begin collecting data for the capital model. In April 2021, the Mortgage Guaranty Insurance (E) 
Working Group referred the exhibit proposal to the Blanks (E) Working Group. The exhibit was finalized and implemented 
into the blank effective year-end 2021. In May 2022, the Mortgage Guaranty Insurance (E) Working Group decided to pause 
the development of the capital model and continue collecting data for further analysis in the future. As a result, the Working 
Group focused on finalizing the model. 
 
2.  Name of Group Responsible for Drafting the Model and States Participating 
 
The Mortgage Guaranty Insurance (E) Working Group comprised the drafting Group and consisted of the following states 
during 2023: North Carolina (chair); Arizona; California; Florida, Missouri, New York, Pennsylvania; Texas; and Wisconsin.  
 
3.  Project Authorized by What Charge and Date First Given to the Group 
 
The Executive (EX) Committee approved the Request for NAIC Model Law Development during the 2013 Summer National 
Meeting. Throughout the course of model development, the Financial Condition (E) Committee chair approved extensions due 
to extenuating circumstances.  
 
4. A General Description of the Drafting Process (e.g., drafted by a subgroup, interested parties, the full group, 

etc). Include any parties outside the members that participated. 
 
The Working Group formed a drafting group, which consisted of: Jackie Obusek (NC–Chair); Kurt Regner (AZ); Monica 
Macaluso (CA); Robert Ballard (FL); John Rehagen (MO); Margot Small (NY); Melissa Greiner (PA); Amy Garcia (TX); and 
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Amy Malm (WI). Following the lengthy hiatus from the development of the model, due to work being completed on the 
Mortgage Guaranty Capital Model, the drafting group began finalization of model in May 2022 without consideration of the 
capital model. During its May meeting, the drafting group discussed the overall approach to finalizing the model and a rather 
aggressive timeline for completion. 
 
5. A General Description of the Due Process (e.g., exposure periods, public hearings, or any other means by which 

widespread input from industry, consumers and legislators was solicited) 
 
The Working Group met in open session on Oct. 6 and Dec. 13, 2022, and March 22, 2023. During these sessions, interested 
regulators and parties submitted comment letters to the Working Group. The drafting group held nine regulator-only discussion 
and planning calls between May 2022 and March 2023. The Working Group exposed the model for public comment on Oct. 7, 
2022, and again on Feb. 27, 2023, and May 11, 2023. Comments were received from: the California Department of Insurance 
(DOI); the Center for Economic Justice (CEJ); and the Mortgage Guaranty Consortium (Arch Mortgage Insurance Company, 
Enact Mortgage Insurance Corporation, Essent Guaranty Inc., Mortgage Guaranty Insurance Corporation, National Mortgage 
Insurance Corporation, and Radian Guaranty Inc). 
 
6. A Discussion of the Significant Issues (items of some controversy raised during the due process and the group’s 

response) 
 
Section 10, Reserve Requirements – Contingency Reserve 
The most significant issue raised during development was related to the recording of the contingency reserves when reinsurance 
is used. The specific provision is: “The Mortgage Guaranty Insurance company shall make an annual contribution to the 
Contingency Reserve which in the aggregate shall be equal to fifty percent (50%) of the direct earned premiums reported in 
the annual statement or net earned premiums reported if the reinsurer maintains the contingency reserve.” The mortgage 
insurers indicated that many reinsurers do not complete a statutory financial statement and would not have the ability to record 
the contingency reserve. The drafting group members discussed the topic and agreed to leave the provision as stated. 
 
Section 21, No Private Right of Action Provision 
The mortgage guaranty insurers proposed the following provision for inclusion in the model: “No Private Right of Action. 
Nothing in this Act is intended to, or does, create a private right of action based upon compliance or noncompliance with any 
of the Act’s provisions. Authority to enforce compliance with this Act is vested exclusively in the Commissioner.” Following 
discussion by the drafting group, the provision was added to the model and included in the Feb. 27, 2023, exposure. The drafting 
group received several comments on the provision. Following discussion, Section 21 was removed from the model. 
 
7. List the Key Provisions of the Model (sections considered most essential to state adoption) 
 
Section 10. Reserve Requirements 
 

A. Unearned Premium Reserves, Loss Reserves, and Premium Deficiency Reserves. Financial reporting 
will be prepared in accordance with the Accounting Practices and Procedures Manual (AP&P Manual) and 
Annual Financial Statement Instructions of the NAIC. 

 
B. Contingency Reserve. Each mortgage guaranty insurance company shall establish a contingency reserve 

subject to the following provisions: 
 

(1) The mortgage guaranty insurance company shall make an annual contribution to the contingency 
reserve, which, in the aggregate, shall be equal to 50% of the direct earned premiums reported in 
the annual statement or net earned premiums reported if the reinsurer maintains the contingency 
reserve. 

 
(2) Except as provided within this act, a mortgage guaranty insurance company’s contributions to the 

contingency reserve made during each calendar year shall be maintained for a period of 120 months 
to provide for reserve buildup. The portion of the contingency reserve established and maintained 
for more than 120 months shall be released and shall no longer constitute part of the contingency 
reserve. 

 
(3) Withdrawals may be made from the contingency reserve on a first-in, first-out basis or such other 

basis, with the prior written approval of the domiciliary commissioner, based on the amount by 
which: 
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(a) Incurred losses and loss adjustment expenses exceed 35% of the direct earned premium in 
any year. Provisional withdrawals may be made from the contingency reserve on a 
quarterly basis in an amount not to exceed 75% of the withdrawal as adjusted for the 
quarterly nature of the withdrawal; or 

 
(b) Upon the approval of the domiciliary commissioner and 30-day prior notification to non-

domiciliary commissioners, a mortgage guaranty insurer may withdraw from the 
contingency reserve any amounts that are in excess of the requirements of Section 15 as 
required in (insert section of the mortgage guaranty insurance model law requiring 
minimum policyholder’s position) as filed with the most recently filed annual statement. 

 
(i.) The mortgage guaranty insurance company’s domiciliary commissioner may 

consider loss developments and trends in reviewing a request for withdrawal. If 
any portion of the contingency reserve for which withdrawal is requested is 
maintained by a reinsurer or in a segregated account or trust of a reinsurer, the 
domiciliary commissioner may also consider the financial condition of the 
reinsurer. 

 
C. Miscellaneous. Unearned premium reserves and contingency reserves on risks insured before the effective 

date of this act may be computed and maintained as required previously. 
 
Section 15. Risk in Force and Waivers 
 

A. Risk in Force. A mortgage guaranty insurance company shall not at any time have outstanding risk in force, 
net of reinsurance, under its aggregate mortgage guaranty insurance policies exceeding 25 times its capital, 
surplus, and contingency reserve. In the event that any mortgage guaranty insurance company has outstanding 
total risk in force exceeding 25 times its capital, surplus, and contingency reserve, it shall cease transacting 
new mortgage guaranty business until such time as its total risk in force no longer exceeds 25 times its capital, 
surplus, and contingency reserve. Total risk in force shall be calculated on an individual entity basis. 

 
B. Waiver. The commissioner may waive the requirement found in subsection (a) of this section at 

the written request of a mortgage guaranty insurer upon a finding that the mortgage guaranty insurer's 
policyholders position is reasonable in relationship to the mortgage guaranty insurer's aggregate insured 
risk in force and adequate to its financial needs. The request must be made in writing at least 90 days in 
advance of the date that the mortgage guaranty insurer expects to exceed the requirement of subsection (a) 
of this section and shall, at a minimum, address the factors specified in subsection (j) of this section. 

 
C. Waiver Criteria. In determining whether a mortgage guaranty insurer's policyholders position is 

reasonable in relation to the mortgage guaranty insurer's aggregate insured risk in force and adequate to its 
financial needs, all of the following factors, among others, may be considered: 

 
(1) The size of the mortgage guaranty insurer as measured by its assets, capital and surplus, reserves, 

premium writings, insurance in force, and other appropriate criteria. 
 
(2) The extent to which the mortgage guaranty insurer's business is diversified across time, 

geography, credit quality, origination, and distribution channels. 
 
(3) The nature and extent of the mortgage guaranty insurer's reinsurance program. 
 
(4) The quality, diversification, and liquidity of the mortgage guaranty insurer's assets and its 

investment portfolio. 
 
(5) The historical and forecasted trend in the size of the mortgage guaranty insurer's policyholders 

position. 
 
(6) The policyholders position maintained by other comparable mortgage guaranty insurers in 

relation to the nature of their respective insured risks. 
 
(7) The adequacy of the mortgage guaranty insurer's reserves. 
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(8) The quality and liquidity of investments in affiliates. The commissioner may treat any such 
investment as a nonadmitted asset for purposes of determining the adequacy of surplus as 
regards policyholders. 

 
(9) The quality of the mortgage guaranty insurer's earnings and the extent to which the reported 

earnings of the mortgage guaranty insurer include extraordinary items. 
  
(10) An independent actuary's opinion as to the reasonableness and adequacy of the mortgage 

guaranty insurer's historical and projected policyholders position. 
 
(11) The capital contributions that have been infused or are available for future infusion into the mortgage 

guaranty insurer. 
 
(12) The historical and projected trends in the components of the mortgage guaranty insurer's 

aggregate insured risk, including the quality and type of the risks included in the aggregate insured 
risk. 

 
D. Authority to Retain Experts. The commissioner may retain accountants, actuaries, or other experts to 

assist the commissioner in the review of the mortgage guaranty insurer's request submitted pursuant to 
subsection (i) of this section. The mortgage guaranty insurer shall bear the commissioner's cost of retaining 
those persons. 
 

E. Specified Duration. Any waiver shall be (i) for a specified period of time not to exceed two years and 
(ii) subject to any terms and conditions that the commissioner shall deem best suited to restoring 
the mortgage guaranty insurer's minimum policyholders position required by subsection (a) of this 
section. 

 
8. Any Other Important Information (e.g., amending an accreditation standard) 
 
None. It is not an accreditation standard, and the Working Group is not making a recommendation that it be considered as an 
accreditation standard. 
 
 


