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"What Is Title Insurance?"
When buyers purchase real estate, or when lenders lend on real estate, they want
to know that their seller or borrower, as the case may be, holds good title to the
real estate and that they, in turn, will be assured of holding title to the real estate
without fear or concern of some third-party later claiming a right to their real
estate. In days gone by, attorneys would examine abstracts of title to determine
whether good title existed. Today, almost all transactions use title insurance
instead.

Title insurance is issued by title insurance underwriters such as Chicago Title
Insurance, First American Title Insurance Company and Land America/Lawyers
Title Insurance Company. While sometimes the underwriter itself serves as the
party performing the title examination and preparing the title insurance
commitment, other times an agent of the underwriter takes on that role. In
Madison, for example, both Preferred Title and Dane County Title are agents for
underwriters, while First American Title and Land America are owned and
operated by the underwriters themselves.

Title insurance differs from most other types of insurance. For example, when you
purchase a fire insurance policy, that policy insures against loss if a fire breaks out
at your facility. In other words, if some particular insured event happens in the
future, the insurance company provides coverage. Title insurance, on the other
hand, does not provide insurance against future events. Rather, the title
insurance company examines the real estate records pertaining to the piece of
property at issue and based on that examination issues a title insurance
commitment. The title insurance commitment will show the status of your seller's
or borrower's title and will include, as exceptions to the title insurance, those
matters that the title examiner has uncovered in its examination. Those
exceptions to insurance, such as easements, mortgages and covenants and
restrictions are not insured over by the title insurance company unless some
event occurs at or before closing which permits the title company to remove the
exception. Typically, for example, when buying real estate, the seller will have a
mortgage on the property which must be satisfied at closing. Only if the title
company is assured that the mortgage has been satisfied will it remove the
mortgage exception. Exceptions such as easements and covenants and
restrictions would likely not be removed from the title insurance but coverage
protecting the buyer and lender can be negotiated and is available through
endorsements or other language written into the title insurance policy.
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Either at or after the closing, the buyer or lender, as the case may be, will receive
a title insurance policy reflecting the previously negotiated title commitment. (You
should always tickle your file to make sure you actually receive the title policy as
title companies are sometimes slow in sending them out.) The title insurance
policy will insure that if anyone claims an interest in your real estate that predates
the date of the title insurance policy, and if the title policy does not include an
exception reflecting that interest, the policy holder can pursue a claim against the
title insurance company. The title insurance policy does not insure defects in title
that arise after the date of the title insurance policy.

Because of the way title insurance works, it is critical that an attorney or other
knowledgeable party carefully review the title insurance commitment and,
specifically, the exceptions to insurance that are contained in the commitment. As
noted, many of those exceptions may be removed from the final title policy upon
request based upon certain documentation such as mortgage satisfactions,
affidavits and other releases. Other exceptions to insurance will remain in the
final policy.

Title insurance is a critical component in almost all real estate transactions.
Buyers and lenders, however, must understand that title insurance does not
provide blanket coverage. Rather, the title insurance commitment must be
carefully reviewed to make sure that the title insurance policy will provide the
protection that is needed and expected.
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