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Didn’t Get the Materials in Advance?

We always email presentations
and any handouts to all registrants
the morning of the presentation but sometimes they
may be blocked or an email address may be incorrect.
Materials are always available to download
from the Handouts section of your
GoToWebinar dashboard.

About this Material
The information presented in these training materials is for general information only, and is based on guidelines and practices
generally accepted within the mortgage finance industry and is not intended to be all-inclusive. The MPF® Provider makes no
representations or warranties of any kind with respect to the accuracy, completeness or suitability for any purpose of the
information contained in this training.
The MPF Provider expressly disclaims any and all warranties, express or implied, including without limitation warranties of
merchantability and fitness for a particular purpose regarding these materials and our training program. In no event will the
MPF Provider be liable for any direct, indirect, incidental, punitive or consequential damages of any kind with respect the
training or materials provided.
All examples are hypothetical and are for illustrative purposes only. This training is not intended and should not be interpreted
or relied upon as legal advice. We encourage you to seek advice from a qualified professional.
These materials should not be used in place of the MPF Guides. The MPF Guides and the Fannie Mae Selling Guide are the
governing documents and control in the event of discrepancies.
The official versions of all MPF Guides are available at www.fhlbmpf.com or via AllRegs®.

“MPF“,

“MPF Xtra “ and ”eMPF” are registered trademarks and the “MPF Mortgage Partnership Finance” logo is a
trademark of the Federal Home Loan Bank of Chicago.
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Knowledge Check
What was the first state to establish legislation to permit and
regulate title insurance companies?
Pennsylvania
The first title insurance company was founded in Philadelphia in 1876.
The founder, Joshua Morris sold the first title insurance policy to his aunt. The
amount of the owner’s policy was $1,500.

Source: American Land Title Association and Realtor.com

Before We Begin
Every state has its own regulations and terminology related to real estate
transactions
• There may be information in this presentation that may not apply to all markets.
• Formed in 1907, the American Land Title Association (ALTA) is an organization
responsible for developing many of the title insurance forms used by over 6,000 title
insurance agents, abstracters and underwriters across the nation.
• Nearly all large title insurance companies, abstracters and title agents hold ALTA
membership.
• There are many affiliated state title associations that work
closely with the ALTA.

True or False?
U.S. title insurance companies also insure properties in
places like Mexico, Japan, the UK, and South Korea?
TRUE. While it’s a small portion of their business, they do insure
properties typically being financed by U.S. lenders.

What is Title Insurance?
Unlike homeowner’s or automobile insurance, title insurance protects
against things that occurred in the past, not the future.

Title insurance protects both real estate
owners and lenders against losses they may
experience due to legal defects.
In most purchase transactions, both a lender’s and owner’s policy are
issued.
•
•

Borrower’s typically pay for the lender’s policy.
It varies from state to state as to who pays for the owner’s policy.
 It may be negotiable, divided equally or paid entirely by either the buyer or seller.

•

In almost all cases, refinance transactions only require a lender’s policy.

Protections
Title insurance provides protection from title problems
discovered after closing.
• Claims and interests can arise from a variety of causes, some examples
include:
Errors in public records- A document was not properly drafted, executed, notarized,
filed or recorded.
Unknown liens- Liens can be place on properties even after closing (i.e. mechanics’
lien).
Fraud- An owner was defrauded of their interest in a property.
Forgery- A document affecting title was forged.
Missing heirs– After a death, ownership to heirs includes someone who missing or
whereabouts are unknown.
False impersonation of a previous owner- Common or similar names can make it
possible to falsely impersonate a property owner.

Protections
Some of the most common items that lead to
title insurance claims:
• Defects in Execution
Incorrect legal descriptions, incorrect names, improper witnessing or notarization.

• Priority Disputes
Usually due to bankruptcies or foreclosures, there can sometimes be disputes as
to the priority of liens between lenders and other secured lien creditors.

• Open Equity Lines of Credit
Open equity lines that are not properly closed, the mortgage is not released.

• Property Boundary Disputes
Adjacent property owners making a claim on the same land, often due to an error
in the legal description.

What is a Title Commitment?
A title commitment is the document by which a title insurer discloses to all
parties connected with a particular real estate transaction all the liens,
defects, burdens, and obligations that affect the subject property.
A title commitment generally outlines five things:
Who is being insured
The amount of insurance
What is being insured
What is required to insure the title
What is not insured.

What is reviewed in order to create a title commitment or
title search?
• Public Records provide information on liens, judgments and other legal actions
against both the property owner/seller and buyer.
• Tax Records- are all past real estate taxes on the property current?
• Special Assessments for items such as sewers, walkways or streets.
• Restrictions- are there recorded restrictions that prevent a buyer from using the
property as intended or prohibit certain building projects or improvements?
• Encroachments- a search may determine that a part of the subject property
encroaches on a neighboring property (or vice versa).

Terminology
• Adverse Possession- A manner in which a person in possession of a
property owned by someone else is granted valid title when specific criteria
are met (typically after a set period of time within the statute of limitations).
• Appurtenance – An appendage detached from the main structure that is also
included in the property (i.e. additional building).
• Chain of Title – The chronological order of conveyance of a parcel of land
from the original owner to present owner.
• Covenants, Conditions and Restrictions (CCRs) – A set of rules
established by either a subdivision or homeowners association.
• Easement- A right to use property in a limited manner, such as a utility having
pipes running beneath the ground.
• Egress – Refers to the right to exit a property.

Terminology
• Encroachment –The extension of a structure from the property across a boundary line
and onto adjoining property.
• Encumbrance – A claim, lien or liability attached to a property.
• Endorsement- Specific provisions that enhance or restrict title insurance coverage.
• Exception- Any item to be excluded from coverage on the final title policy.
• Grantee- The entity receiving the property (buyer).
• Grantor- The entity in possession of the property/seller or the lending institution.
• Ingress- The right to enter a property.
• Lis Pendens- Written notice of a pending lawsuit.

Reviewing the Title Commitment

Schedule A
1. Commitment Date: the date and time
through which the public records have
been searched.
•

Any matters appearing in the public
records after this date are not covered by
the commitment.

2. Proposed policies to be issued:
Owner’s Policy in the name of the purchaser
The amount of the policy is the purchase price.

3. Loan Policy in the name of the
purchaser’s/owner’s lender
The amount of the policy is the loan amount.

4. Who is the current owner(s) of record?
5. Legal description of the property

Schedule B, Part I
Explains what requirements must be
met for the title insurer to issue the
policies called for in Schedule A.
1. Notify the insurer of changes in
the transaction.
2. Honor contractual amounts
for the purchase price and
loan amount.
3. Pay premiums and fees.
4. Lists documents that must
be supplied to create an
insurable interest in the real
estate.
Typically a deed and mortgage/deed of
trust

Schedule B, Part II
Lists items that affect the subject
real estate that are not covered by
the title policy.
1. This refers to items that appear in
the public records after the
commitment date and issuance
of the policy (the gap).
•

Typically cleared by the
execution of an ALTA Owner’s
or Seller’s Affidavit.

2. Boundary line problems
•

Can be removed by providing
a current survey of the property.

•

In many states, the exception will
will be deleted for a loan policy
covering a 1-4 family residence
without a survey.

Schedule B, Part II (continued)

3. Parties in Possession
•

ALTA Affidavit, Survey

4. Unrecorded Easements
•

ALTA Affidavit, Survey

5. Construction or Mechanic’s Liens
•

ALTA Affidavit, Lien Waivers

6. Special Assessments
•

Statement from municipality that
nothing is due or confirmed amount
with evidence of payment.

7. Deferred Charges
•

Same as number six

8. Future Taxes
•

Non-payment of future taxes is
never insured.

Schedule B, Part II (continued)
The following exceptions apply to the specific parcel of real estate:
9. Delinquent Taxes
• Pay the taxes due!

10. Homeowner’s or condo association
dues, fees
• Letter from the association that nothing is due
or that amounts are paid up to the date
of closing.

11. Mortgage(s)
• Released by recording a release or satisfaction
of mortgage.

12. Federal Tax Lien
• Recording of a “Release of Federal Tax Lien”.

13. State Tax Lien
• Recording of a “Release of State Tax Lien”.

14. Money Judgment
• Filing of a “Satisfaction of Judgment” document.

Schedule B, Part II (continued)
These three exceptions are matters that “run with the land” and are not
removed except in highly unusual cases:
15. Restrictive covenants
• What’s allowed to be built on
the property and the use of the property.

16. Building set-back lines
• Designates the distance that
improvements to the property
must be from lot lines.

17. Utility Easement
•

•

Gives a utility company or municipality the right to use a portion of the real estate for the installation and
maintenance of facilities necessary to provide services such as electricity, telephone, cable, internet,
sewer and water.
Fannie Mae’s guides state that if underground, they should not run under the any buildings and if over
ground, they shouldn’t be less than 12 feet from the property itself.

Schedule B, Part II (continued)
The last two exceptions are matters that have been disclosed by a prior
survey:

18. Encroachment of an improvement
onto a neighboring property
• Stays on the loan policy but
insured over to the extent of loss
or damage occasioned by an order of a court denying the right to maintain the encroachment as it
exists.
• May be removed upon presentation of evidence that the encroachment no longer exists.

19. Fence not on boundary line
• This is a common issue when adjoining owners over time accrue rights to that part of the subject property
which is on their side of the fence.
• Handled similarly to #18 above.

What about Surveys?
Why do many title companies give the lender survey coverage
without a survey?
• Usually the survey coverage only impacts the owner as they are typically responsible
should survey issues arise.
• The lender’s policy is only called upon if a lender repossesses the property.
• The risk to the title company is minimal and the lender’s risk is even less.
If no survey is provided and coverage is not provided, the owner is typically the party at risk.

Pre-Closing
Prior to closing, exceptions listed on the title commitment should be
reviewed carefully to determine if they could or should be cleared before
closing occurs.
• Liens sometimes continue to appear even when paid off through a previous
transaction.
Releases/satisfactions that were never recorded.
Must be cleared by obtaining a release/satisfaction or a hold harmless letter.
 Hold harmless letters are obtained through the title underwriter who issued a title insurance policy
subsequent to paying off the lien(s) still showing of record.

• Contact the title company if not certain about specific exceptions and/or if (and how)
they need to be cleared prior to closing.
A “marked-up” commitment may be provided to illustrate what exceptions will be covered or
has been cleared.

Affidavits at Closing
Usually signed by sellers, buyers and/or owners at closing, the ALTA
Statement provides written assurances that that certain situations do not
exist that could impact the property.
• Some attestations include:
No construction or improvements in the last six months that could result in a mechanic’s lien.
No other liens exist besides those listed on the commitment.
HOA, management fees are fully paid.
No unrecorded contracts, leases, or easements.
Purchaser certifies that a current survey was not
supplied (if applicable).

Affidavits at Closing

Example of an ALTA Statement
In some markets, separate forms are
used for buyers, sellers and owners.
• May be named differently than
“ALTA Statement”.

Affidavits at Closing
Example of a Statement of
Information
(aka Personal Information Affidavit)
Provides the title insurer with the
information to distinguish
the buyers, sellers and owners
of property from others with
similar names.

The Lender’s Title Insurance Policy

Example of a Loan Policy

Schedule A
• Amount of insurance
• Date of the policy
• Name of the insured lender
• Fee simple? Leasehold?
• Who holds title?
• Details about the recorded mortgage
(long form policy)
• Legal description of the property

Schedule B, Part I
Listed here are items that were
not
cleared at or before the closing of
the transaction:
• Subsequent taxes not yet due
• Covenants and restrictions
• Building line
• Utility easement
• Encroachment (shed)
• Wire fence

Schedule B, Part II
In the case that there is a subordinate lien on the property, that
Mortgage/Deed of Trust would appear in this section.

MPF Program Requirements
Each mortgage loan must have a paid up lender’s title insurance policy or
attorney’s title opinion or certificate prior to delivery under the MPF
Program.
• Additional liens listed on the mortgaged property must be subordinate.
• Title insurance must protect the Mortgagee up to at least the original principal
balance of the mortgage loan.
• The effective date of the policy must be as of or later than the date of recording of the
mortgage/deed of trust.
If re-recording of the instrument is required, an endorsement must be obtained showing the
re-recording information with first lien position intact.

• Unless a final title policy is issued at settlement, the title insurance binder or
commitment must be retained in the mortgage file.
The binder and the final policy must be issued by the same company.

MPF Program Requirements
Title insurance policies should be written on one of the following forms
with all required endorsements:
• 2006 ALTA Loan Policy Form
• 2006 ALTA Short Form Residential Loan Policy form or most current form of such
policy issued thereafter.
• A form policy which provides coverage that is at least as broad as that provided in the
2006 ALTA Loan Policy form.
• Environmental Protection Lien Endorsement (ALTA form 8.1) or equivalent
coverage must be included with every title insurance policy.
• There should be no survey exceptions on the loan policy.
• An attorney’s opinion of title is acceptable in place of a title insurance policy (see the
MPF Guides for requirements).
MPF® Government and MPF® Government MBS loans must adhere to the applicable agency guidelines.

What is a Short Form Policy?
The Short Form Residential Loan Policy provides lenders the
same coverage as the standard ALTA loan policy
• Roughly four pages long.
• References all terms and provisions back to the standard ALTA long form policy.
• Endorsements are incorporated by reference, not separate pages.
• Does not require waiting to record the deed or security instrument prior to
issuance.
May be issued at the time of closing, with a follow-up addendum showing the
recording information.

Additional Coverage
In some cases, additional coverage may be required or optional
• Endorsements added to policies generally provide the extra coverage.
• Owner’s Extended Coverage Policy (optional for buyers)
Allows for the pre-printed exception numbers 1-4 to be omitted if a survey and executed ALTA
statement are provided.
May include an inflation provision that increases coverage automatically by 10% for each of
the first five years, increasing the covered amount to 150% of the original purchase price.
May cost slightly more than a standard policy.
In terms of a lender’s policy, what may be required?

Endorsements to the Final Loan Policy
Environmental Protection (EPA Endorsement ALTA 8.1)
• Provides affirmative insurance that there are no liens recorded for the
cleanup of hazardous wastes on the insured property.
• Defines the public records which must be reviewed by the title examiner to
determine the existence of these liens.
• Excludes coverage from “super-liens” which in some states provide priority
over existing mortgages recorded even before the recording of the lien.

MPF Program Endorsement Requirements
The following special endorsements or equivalent must be
attached to the ALTA policy form when applicable*
• ALTA Form 7.1-06 Manufactured Home Endorsement
• ALTA Form 9.3-06 or 9.06 Restrictions Encroachments, Minerals
Also referred to as ALTA 9 or Comprehensive Endorsement

• ALTA Form 13.1-06 Leasehold Property Endorsement
• ALTA Form 4-06 Condominium Endorsement
• ALTA Form 5-06 PUD Endorsement

• Other form versions that may be acceptable are listed in 9.3.4 of the MPF Traditional Product Guide and B7-2 in the
Fannie Mae Selling Guide.

Endorsements to the Final Loan Policy
Other Common Endorsements
• Date Down Endorsement
Changes the effective date of the policy issued and discloses all items
recorded subsequent to the policy effective date or from the last change
in effective date.
Used primarily for single-close construction loans.

Minor Impediments to Title
In some cases, final policies can be issued “subject to” some minor items.
Fannie Mae provides a complete list, however here are some examples:
•

Encroachments of one foot or less on adjoining property by eaves or other
overhanging projections or driveways as long as there is at least a 10-foot clearance
between the building on the subject property and the property line affected by the
encroachment.

•

Encroachments on adjoining properties for hedges or removable fences.

•

Mutual easement agreements that establish joint driveways or party walls constructed
on the subject property as long as future owners have unlimited and unrestricted
access to use them.

See Fannie Mae’s Selling Guide B7-2-05 for more information.

Summary
• If there’s something showing up on title that you are
unsure about, contact the title company or issuing
attorney for guidance.
• While the chance of a title insurance claim may be rare in
many cases, when claims do arise, they can be
considerable.
• Title insurance is a small expense compared to the benefit
it provides.

MPF Contacts and Resources
MPF Service Center
Email - MPF-Help@FHLBC.com
Hours - 8:30 am to 4:30 pm CST
Phone: (877) 463-6673
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https://www.fhlbmpf.com/education/upcomin
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