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(5) The termination date of the policy. 
 

 C. An insurance charge shall not be made to a mortgagor for lender-placed insurance for a term 
longer than the scheduled term of the lender-placed insurance, nor may an insurance charge be 
made to the mortgagor for lender-placed insurance before the effective date of the lender-
placed insurance. 

 
Section 5. Calculation of Coverage and Payment of Premiums 
 

A. Any lender-placed insurance coverage, and subsequent calculation of premium, should be based 
upon the replacement cost value of the property as best determined as follows: 

 
(1) The dwelling coverage amount set forth in the most recent evidence of insurance 

coverage provided by the mortgagee (“last known coverage amount” or “LKCA”), if 
known to the lender or servicer. 
 

(2) The insurer shall inquire of the insured, at least once, as to the LKCA; and if it is not able 
to obtain the LKCA from the insured or in another manner, the insurer may proceed as 
set forth below. 
 

(3) If the LKCA is unknown, the replacement cost of the property serving as collateral as 
calculated by the insurer, unless the use of replacement cost for this purpose is 
prohibited by other state or federal law. 
 

(4) If the 
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E. An insurer shall not provide free or below-cost outsourced services to lenders, investors or 
servicers, and an insurer will not outsource its own functions to lenders, insurance producers, 
investors or servicers on an above-cost basis.  

 
F. An insurer or insurance producer shall not make any payments, including but not limited to the 

payment of expenses to a lender, insurer, investor or servicer for the purpose of securing 
lender-placed insurance business or related outsourced services.  

 
Section 7. Non-Circumvention  
 
Nothing in this Act shall be construed to allow an insurance producer or an insurer solely underwriting lender-
placed insurance to circumvent the requirements set forth within this Act. Any such part of any requirements, 
limitations or exclusions provided herein apply in any part to any insurer or insurance producer involved in 
lender-placed insurance.  
 
Section 8. Evidence of Coverage 
 
Lender-placed insurance shall be set forth in an individual policy or certificate of insurance. A copy of the 
individual policy, certificate of insurance, or other evidence of insurance coverage shall be mailed, first class 
mailed, or delivered in person to the last known address of the mortgagor or delivered in accordance with [inset 
reference to Electronic Transaction Act]. Notwithstanding any other statutory or regulatory required 
information, the individual policy or certificate of insurance 
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D. All insurers writing lender-placed insurance shall have separate rates for lender-placed 
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D. No order of the commissioner under this Act or order of a court to enforce the same shall 
relieve or absolve any person affected by the order from liability under any other laws of this 
state. 

 
Drafting Note: States may delete this section if the substance of it already exists in state law. 
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