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Murtgnge protection
insurance promises se-
curity, yet disputes over
renewals and respon-
sibility are exposing
structural gaps.
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hen you take out a home Toan.
protecting your family and
your investment is a priority.
Mortgage Protectson Insuranee
(MFI) is designed to pay off your
martgage o , becume seriousty

Unlike private morigage (neurance,
whuch protects the lender auuut
default, MPI protects your family
by ensuring they are not left with
unaffordable debt. It pays the lender
derecthenot your beirs.

A its core, mortgage protection
insurance is a risk management
tool. Mortgages are long-term

credit msk,” explained a banker
that sought anonymity due to the
ofthe matter
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allegedly failed to renew his
insurance (MR, 1,
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T a borrower dies without insurance,
thve hoan could default, te family may  Condominiums in Lubowa, 8 Kampala suburb, MP{ |s oft bodded inloans ¢ larg la default
lo<e the home, and the bank incurs e
hws.lmumﬂwd’ﬂnm : YLy

diabled,  existing itions, suicide within ~ deterioration leading to repricing systems

mlwmnmlunupmll ofLThe an initial waiting period, fraud  denial, ! e ma[ub;nmklh:tﬁ fl’llll]les
family kreps the house, and the bank  or misrepresentation, and lapsed  cover being rather r whether they depe

rooovers it funds"the hanker added. i than m:md:lnry inﬂ—-mnsl 00 [k

muoﬁmemkddedillllou;;m Although M1 can be afford. Py Mr uu'rc
protect mortgage portfolios from  especially for younger 1 als i Il'e T
larpescale defau’ts prevent borrowers it i3 often more expensive than  assume the b Mhﬂ"-‘ m,"s. i rim.w i L
from | ble debt, and ble term life insurance u-m-ns[wuﬂuuyu Mry \ din loan s to
simplify claums Many banks partner PUons are the real ik eliminate renewal ficion. Second,

arrangements to streamline
settienent.

The product esmerped because long-
term lending without p i

Court Commercial I'rn'umn] 2
atemporary orer, stopping 1,

insrer risk.
Whether ta take MPI depends on
wur finances, health, and prorities.
For barrmwers wha cannot qualify for

W
Several bankers interviewed echoed
thisconcern. They saxd

manage the mast ti
15 l:r po
icy linked

large exposures should not lapse
silently; banks and insurers can
implement joint lapse alerts and

triggers. Third, borrowers

¥ created

through loan rep.wmcnls and

should leave with clear,

the lmuxuau\u»‘,

Assistant Registrar Mulonds Ma,
ruled that Babu's estate hag 1l
serious questions about

nk was required 10 engy,
insurance linked to the mg, &
active.

stayed
The case was filed by Babu's ;.
s Olfve Zaitun KIgongn, and his

who manag.,
estate. The property is Condarnis,
Unit No.2 at Plot 1, Fumu Lane, i,
where the family lives.
Court r\erurds show Baby Ior,
* mortgage in July 2003 After his 5

! in May 2025, the bank dem

payment of about $182,710 (ay

al‘guﬁlha‘l\mﬂl:r(_
7.17 of the loan agreement, the
themor

was renewed througyd

The bank says renewal was o
borrower’s responsibility and g

. the policy lapsed in August 2024
- fundswerenot provided.

At this stage, the court said it vag

i deciding who is right, cnly whe

thereis a real issue to be tried
While the agreement stateg

“must insure the prope
it also says renewals “shall be

through the KCB Bancassurans
. thatif the borrower fails to reneyy
. bank will automatically renevy

The court also noted that los

. family home cannot easily be
i m“m‘mepmtlalmm

against death or by home. written confirmation of whether
systemuc vulnerabulity. Amﬂilns moniter its status. Huwever,
10 the sastie bankes, MF has Bclped — Whenaborrowse dies > policy is not properly s A T G i i e,
expand home fi When with MP1 dies,a  responsibilities are unclear, [mul.m “Trust is earned when tions
performing m_s.stamhse np:l.\l common question fallows: why didn't m:)' m:nam]nlalr for the morgage  are explicit,” Mr Wavamuno
I‘tcu_}uﬂmm and suppart property U{eki:mmmm’ Jieving i i hasi &
ruarkes growth, ol Dt assime 1M Ihn - Yod
MPI typically covers only the . and Growth at d it, the bank is oy J,;m&nnﬁlﬂ:& ﬂumu?:
cutstanding principal and interest.  SanlamAllanz Life lnsurance Uganda ~ it" When roles are undefined, that T i
Property taxes, e insurance,  Ltd, says the real issue is not whether  assumption becomes rige. martgages, jobs, families, and Limited
and other costs remain the barrower's existed, but who was  Ifa palicy lapses or expires, there * attention, will flawlessly manage ~ 5hs655 million
responsibility unless optional riders for keeping it active. is no active cover and bligati n inistratr o The family
are added. It does not provide extra A mortgage creates three risk  for the insurer to settlethe loan.The  for 10 to 20 years. Embedding
fundsb the borrower carries  martgage remains payable by u.e ion into th al s was
As ‘balance declines, r!papuenl risk, the bank carries  estatear Purchasng insurance © key inful L i
both the bank's exposure and the  credit risk,and the family or business  ancedoes not extinguish the debe.. In the case of the late Cedric Nddlima
insurer’s risk fall. Foweves, premiwms. continuity risk. MPlis meant  The decper question is whether Babu, whose family is fighting to
often remain level while coverage o transfer the risk that a borrower Lok
time barrowers pay the  cannot repay due to death, -
ame premicmfor 1 hrinking beneft  or criica iliness before the loan 3. MPJ VS LIFE INSURANCE
lfdﬁ.hm:mnxthemdm.‘nlom " dleared. If it works, the insurer pays 5
term, the the ding balance, the bank Mo L
MPI can sl offer peace of mind Tt i o th keeps. -Paysoffth ing
nmmmm-.mnmm the home. mortgage only
insurance because jt may notrequire . But design and execution often
2 medical exam, which can help  diverpe“Many people think mortgaze - Payment goes directly to the
s is just about death, but it's landar o
When 2 valid claim 5 made the inmrer  actually about consistent process
pays the lender directly, helping  discipline over time. A 10- or 20-year +Cover reduces as loan balanca
m:r«mm lomlsm 2 one-time transaction; it declines
s ncess.
only settle the mortgage and cannot hnmmsknwthnpmmfail - Often renewed annually . chargethecost.
fund living expenses, education, more often than products do,” Mr |
or other debts. Like all insurance  Wavammo explains. - May not require medical sxam
contracts, it confains conditions that ~ Coverage gaps usually stem . 245 i
affect claims nchoding nondisclosure  from five - schoolfees, living  -Requi derwriting
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unpaid renewal premiums, health
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Protazin Sande, Director of Planning, Rosaarch and Markat

Davglapment at IRA,

Injury that gees beyond the
Measurable market value of
the propertythe reistrar said.

The liank is Row temporanly

arred from advertising or
*elling the property until the
Main caseis decided.

The dispute highlights a
Witler issue around mortgage
Protection insurance.

“One thing many people
Miss is unlike short-term
“redit insurance, where the
Premiumis paid once upfront
o the full Ioan period.

ge insurance is typically

d annually That single
“Muetural difference, for a
!9-29 year commitment
Uiken into annual renewal
%, is where most of these
""-Dulssammm. ‘explaims Mr

“Armuno.

“The system doesn't fail

under the bancassurance
framcwork, banks are
expected Lo ensure that the
morigage s protecied for
the entire :Imnrlrrln Il the
miori. runs for 10 years,
md‘:&%mmmm
be covered for all those 10
years,”he explains.

He notes that paying
premiums for the entire
mortgage period uplront
is not practical, as it would

what is known as insurance
premium financing.

Wh
,, the obligation to
the mortgage

rengw lies with
u,
ownar, Howevar, under the

Toan structured in line with the annual
premmibuma resquined. It is oflen easier for a
Lorrnwer to service a lnan than 1 plan for
‘yearky premiim payrents  Mr Sande adds,
nating that the arrangement would alsg
serve the bank's Interety

e explaing that when a hunh Erants a

respenalility i it o renew Lhe policy; the
poiesphillier. the bank, o e inmarer?

Mr Samule explaing that the bank has a fall-
tenc ke et i1 ypeun e ot pakd and o
thie them thesy will sell e properts

Hirweyer, he helieves ®it 18 in the best
interest of (he client to ensre that there is

bt
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The question then arises: whove

profection afl 1) fooe yons, Lhe
elient, o demyt have arry Bfack pesition,®
Tor peduce the risk of lapse and ensure

know about mortgage insuranoe

the mertgags is repaid regardies of what
happens, several structural improreemnents
ean be adeged.

These include systemedriven renewal
alerts with eomsent captirs befure expiry,
digital integration between banks and
Insurers to eentinumisly eemfirm policy
status, and automatic deduction of
prernims alongside loan repayments, with
Fuurds remmitted direethy o the insrer
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Deadline Extension for: Licensing of Large Registered Sacieties or Savings and Credit

Coo
and Micro Finance Deposit<Taking Institltions (Realstered Societies) Requiations 2023

The Bank of Uganda informs the public that the deadline p
Service Providers (RFSPs) lo update their Know Your Customer (KYC) practices and transact only
wilh licensed Registered Societies/Savings and Credit Cooperative Societies (SACCOs) has been

ralive Societies under the: Micrafinance Deposit=Taking Instittions Act Cap.58

extended from 31 March 2026 to 30 September 2026.

This extension is intended to:

1. Enable the Bank of Uganda to undertake a stakeholder engagement including further sensitization
and public awareness on its role in licensing. and regulatory oversight of efigible SACCOs. 1hese"
ts will inform changes to existing regulatory oversight, if necessary.

beciyse people are

“hds because its design isn't
"Plimised to account for

I'Jnlan behaviour over Nme
“adds.

Insimpleterms, if amongage
“surance policy expires, there
uacuvetml:'rhtmsurrr
5 not have to pay the loan,
Mg the debt remains. The
age agreement itself still
s

The salution
*'r Protazio Sande Director of
Fanning, Research and Market
Uit lppment at the Insurance
h latory Authority of
ll!-ll da (IRA), says most
zage protection policies
tructured on an annual
because they cover the
{ death within a specified

e

If the policyholder survives
vear, the premiems paid
cemed utilised and the
r lapses at the end of

al

cy period, requiring

banks are expectad to
ensurs that the mortgage
is protected for the entire
Ioan term. If the mortgage
runs for 10 years, then the
bank's interest should be
caversd for all those 10

Development at IRA

=This means that when the
bank grants you a i0-year
mortgage facility. it can also
extend a form of boan to cover
the insurance premiums
over that same period. The

premiums would then be

recovered from you annually”
hesays.

Under such an arrangement,
the borrower effectively
services a structured loan
that caters for the insurance
premiums, rather than
worrying about making
separate annual premium
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new lies with you, the

*“In that case, what you
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2. Provide eligible SACCOs—those wilh voluntary savings exceeding UGX 1,500,000,000 and
institutionzl capital exceeding UGX 500,000,000—with additional time to prepare and submit the

required licensing documentation.

During this period of extension, all RFSPs are encouraged to continue with the support being offered
to registered societies or SACCOs in the process of oblaining requisite licenses. The Bank of Uganda
does not expect any RFSP to deny financial services to the eligible SACCOs until the expiry of this

period.

For further information regarding the licensing and regulation of large SACCOs, please contact the
Director, Non-Bank Financial Institutions Department, Bank of Uganda, on +256 414 234652,
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