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Introductione @ @ ® @ @

The Maryland Insurance Administration (MIA) is an independent state agency that regulates Maryland’s
insurance marketplace and protects consumers by ensuring that insurers and insurance producers {agents) act
in accordance with insurance laws. We produced this guide to help educate Maryland residents about citle
insurance.

The Insurance Administration is also responsible for investigating and resolving complaints and questions
concerning insurers that do business in Maryland.

What Is Title Insurance’e o o @

Tide insurance protects real estate purchasers and/or lenders from losses that arise after a real estate
settlement, but result from unknown liens, encumbrances or other defects upon the title that existed prior

to secelement. Examples of ritle defects include outstanding property taxes not paid by a previous owner,
fraud or forgery of a prior deed or transfer, or a spouse or unknown heir who steps forward to make a claim
against the tide. If a claim were made, defending the claim could cost thousands of dollars in atrorney fees
and, if the claim were valid, could even cause you to lose the property itself. A title insurance policy provides
coverage for legal defense, as well as the coverage amount listed in the policy, which usually equals che
purchase price of the real property.

Who Is Protected
By Title Insurance’e @ @ @ @

For most Americans, purchasing real estate represents the largest single investment we will make. Given the
cost of real estate, very few of us can purchase our homes, vacation or investment properties by paying cash.
Instead, we borrow the funds from banks, saving and loans, mortgage companies or other lenders, granting
them a secured interest in the property. One of the conditions that lenders place on the buyer is that a
lender’s title insurance policy be purchased in an amount equal to the mortgage loan. A lender’s policy only
protects the financial institution in the event that a valid title claim arises. In a worst case scenario, a buyer
could make mortgage payments for 20 years when an unknown title defect comes to light, creating a valid
claim that causes the buyer to lose the title. The lender would be covered, to the extent of the outstanding
mortgage, and the owner could lose the property and all equity acquired over the 20 years that he “owned”
the property.

There is an option available to the buyer to avoid the scenario outlined above — the purchase of an owner’s
title insurance policy to protect your interest in the real property. If the decision is made to purchase an
owner’s policy and a lender’s policy at the same time, there may be considerable premium savings. In the tite
insurance business, this is known as a “simultaneous issue” and the premium rates charged for the owner’s
policy will be calculated on the difference between the amount of coverage provided to the lender (amount
borrowed) and the amount of coverage provided to the owner (purchase price).
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® @ ® oHow Is A Title Insurance
Policy Different From Other
Types Of Insurance?

Before real property is transferred from the seller to the buyer, a title search must be conducted. Title
searches are usually conducred by an atrorney who researches the land records in the county court house

and documents the chain of ownership of the property. The purpose of a title search is to identify all prior
owners, outstanding liens, encumbrances, encroachments, rights of way, easements and the like associated
with the real property, so that the buyer is aware of them prior to seutling on the property. As such, the citle
search can eliminare most of the risk from the transaction. Anything that is identified during the search will
generally be excluded from coverage under the fitle insurance policy, since these liens, encumbrances, etc. are
now known and should be satisfied at the time of sectlement so legal title can be transferred.

However, something may be missed during the search process, which could result in a claim being presented
at a lacer date. Since the defect was not known at the time title was transferred, coverage would be provided
by the title insurance policy. In this respect, title insurance is different from all other types of insurance
coverage. It protects you against events that occurred before the policy was purchased as long as the citle
defect was not discovered at the timé of the title search, whereas property, casualty, life and health insurance
policies protect you against events that occur after you purchase the policy.

e @ @ ® oHow Do | Purchase A
Title Insurance Policy?’e ® @ @ &

Title insurance policies are paid for at the time of closing through a one time premium charge that will be
listed on the sertlement sheet, commonly known as the HUD-1.

In Maryland, all insurance companies must possess a certificate of authority from the MIA to conduct
insurance business lawfully in the state. Title insurance companies are subject to all capital and surplus
requirements, as well as laws that require them to submit their policy forms and rates for approval by the
MIA prior to issuing a policy in the state. Most title insurance companies appoint producers (agents)

to underwrite the risks, collect the premiums and issue the title insurance policies. These producers also
conduct the serelements or closings, and escrow funds for mortgage payoffs, taxes, closing costs, realtor
commissions, etc. The producers must be licensed by the MIA as well.

Some title insurance companies also will provide escrow or closing services directly, as well as underwrite and
issue the title insurance policy.

The buyer decides who will conduct the closing and issue the title insurance policy. While the real estate
agent or broker may suggest or recommend a title insurance producer, the buyer is under no obligation
to retain the services of that company. Additionally, some real estate firms or mortgage companies have
“affiliated business arrangements” with certain title insurance producers or insurance companies. If one
of these arrangements exists, it must be disclosed to the buyer in writing so that the buyer can make an
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informed decision. The federal Real Estate Settlement Procedures Act (RESPA) prohibits kickbacks and

referral fees among persons involved in real estate sertlements.

Before choosing any firm to conduct the sertlement, the buyer should contact the Maryland Insurance
Administrarion to verify that the firm and/or insurer is licensed to conduct business in the state.

Only licensed producers can conduct settlements, so the buyer can also check to see if the individual
sertlement officer possesses a valid license, as well. This information is available on our web site,

www. mdinsurance.state.md.us or you can also call us at 410-468-2000 or 1-800-492-6116 to check the

licensing status of a producer or insurance company.

Please understand that the premiums charged for the title insurance policy must be on file and approved
by the Maryland Insurance Administration; however, many of the fees, such as courier fees and document
preparation fees charged by the ritle insurance producer or insurer at closing are not regulated by law or
regulacion. As such, the companies are free to charge whatever fees the market will bear. So, it may pay
to contact more than one title insurance company or producer to ask what the fees will be for the services
provided and whether any fees can be waived. In the Appendix of this Guide is a sample HUD-1,
or settlement sheet. The fees that can vary from firm to firm have been highlighted. So, if
you are shopping for a sertlement company, you can ask whart each would charge for those
services to make sure that you are paying a reasonable amount.

Additionally, the buyer should always ask the seller if he or she purchased a title
insurance policy when the property was purchased, and if so, the name of the company
issuing that policy. Many title insurance companies include in their rate filings '
premium discounts commonly referred to as “reissue rates.” If the same insurance
company has already underwritten the risk and has issued the prior policy, the ride
search can be shortened, since the chain of title has previously been researched and
documented. In that case, the attorney would only need to “bring to date” or search the
title from the current owner through the darte of sectlement. Since most of the work was done
previously, the cost to underwrite and issue a new policy for the buyer and/or lender is much less and will be
reflected by discounting the premium.

If you are refinancing your principal mortgage, reissue rates on the lender’s policy may also be available
provided you purchased an owner’s title insurance policy when you purchased your property.

Other Information That You
Need To Know About The
Settlement Processe @ @ ® @

Under federal law, a borrower must be given a copy of the HUD-1 settlement statement at or before the
settlement. Federal law also gives the borrower the right to request that a copy of the HUD-1 settlement
statement be given to him one business day before closing. We encourage you to exercise this right so that
you will have time to look over the numbers and make sure that everything is in order before you appear at
the settlement rable, You should advise your title insurance producer or insurance company that you want a
copy the day before your settlement early in the process so that they are able to comply with the request.
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The Maryland Insurance Administration only has authority to regulate the business practices of the title
insurance producers and title insurance companies. The majority of producers and insurers strive to comply
with the insurance laws and regulations; however, from time to time, problems arise after a sertlement is
conducted. Examples include the failure to payoff a prior mortgage, other lien or encumbrance; record the
deed, deed of trust, mortgage or mortgage release; charge and collect the appropriate premiums; issue the
title insurance policies; and provide copies of legal documents to the buyer. In other cases, there may be

a misappropriation of escrow funds or a falsification, or forgery of closing documents. If you believe that
anything like this has occurred, please contact the Maryland Insurance Administration ar 410-468-2000 or
toll free at 1-800-492-6116 and ask to speak to a property and casualty insurance investigator. You may be
asked to send a letter detailing your concerns and to attach all documents that support your position. You
can also file a complaint online at www.mdinsurance.state.md.us and then forward any documentation to
support your position by mail.

There are many other players in any real estate rransaction, such as real estate agents or brokers, buyer’s
agents, attorneys, mortgage brokers, banks, lenders, loan officers (mortgage originators) and sellers. [Fyou
encounter any problems with those entities, there may be other state and federal agencies that can assist you.

The Department of Labor, Licensing and Regulation regulates the financial services industry, as well as the
real estate indusery. For information on, or to file a complaint against state chartered banls, credit unions,
mortgage brokers, lenders and loan officers (mortgage originators) you can contact:

Department of Labor, Licensing and Regulation
Commissioner of Financial Regulation
500 North Calvert Street, Suite 402
Baltimore, MD 21202
(410) 230-6100
Fax: (410) 333-3866 or (410) 333-0475
E-mail Address: finreg@dlir.state.md.us
www.dllr.state.md. us/finace

For information on, or to file 2 complaint against real estate agents or brokers, you can contace
The Maryland Real Estate Commission ar:

500 North Calvert Street
Baltimore, MD 21202-3651
(410} 230-6230
Fax (410} 333-0023
E-mail Address: mrec@dllr.state.md.us
wiww. dllr.state. md. us/licenseloccprofirecomm. html
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If your problem involves a federally-licensed lender, you must determine which agency has jurisdiction. If
the lender is a national bank, you may contact:

Office of the Comptroller of the Currency
Consumer Complaines and Assistance Group
1301 McKinney Sereet, Suite 3450
Houston, TX 77010
1-800-613-6743
Fax: (713) 336-4301
E-mail Address: Customer. Assistance@occ.treas.gov
WIWW. 0cC. 11eds.gov

If the lender is a federal credit union, you may contact:
National Credit Union Administration
Consumer Assistance Hotline
1755 Duke Street, Suite 6043
Alexandria, VA 22314-3428
(703) 518-6339
(800) 755-1030

www.ncna.gov and click the tab for “Resources for Consumers”

If the lender is a federally-chartered savings and loan or savings bank, you may contact:

Office of Thrift Supervision
Consumer Affairs, Southeast Region
PO. Box 105217
Atlanta, GA 30348-5217
(404) 888-5631
Fax: (404) 888-8599

Wi ors, H'E(U.gﬂ?)

IF you are unsure which agency regulates your lender, you may be able to determine this by going to the
Federal Deposit Insurance Corporamons web site av www2. fdic.govlidasp/index.asp and entering the
name of the institution into its bank finder search. You can also contact one of the above
agencies, and a scaffer may be able to direct you to the proper agency.

Finally, additional information regarding buying a house and sectlement procedures can
be found on the United States Department of Housing and Urban Development’s web
site (www. hud.gov).

A Consnmer Guide to Title Insurance



® oo o0 ofiing A Complaint

The Maryland Insurance Administration’s primary role is to protect consumers from illegal insurance
practices by making certain that insurers and producers doing business in Maryland act in accordance with
State insurance laws. You may contact the Insurance Administration to file a complaint against an insurer or
producer who you believe is not acting in accordance with Maryland law.

Maryland’s insurance laws not only govern insurers’ conduct -~ they also protect Maryland consumers.
Insurers are prohibited from settling claims in an arbitrary and capricious manner. This means that
insurers’ claim sertlement practices must be fair, nondiscriminatory and adhere te Maryland
insurance laws.

- If you feel that your insurer tias acted improperly, you have the right to take action

by filing a complaint with the Maryland Insurance Administration. However, some
disputes may be governed by your policy’s terms and may not be a problem the Insurance
. Administration can resolve for you.

Complaints must be received in writing. Please provide as much detail as possible,
including copies of pertinent documents. A trained, professional investigator will handle
your complaint. The investigator will contact the insurer/producer to try to resolve the
issue. Meanwhile you will be advised of the steps being taken on your behalf. Complaint files
are not closed until the Insurance Administration has made a determination regarding the complaint.

To request additional information or to file a complaint, please contact the Maryland Insurance
Administration’s Consumer Complaint Investigation Division at 410-468-2000 or toll-free at
800-492-6116. Consumers also may file their written complaint in person, by mail or on-line at
www. mdinsurance.state.md.us. Under Consumer Information, click on File a Complaint.

W
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Appendix:
HUD-1
Form

a Settlement Statement

L.5. Depariment of Housing
and Urban Pevelopment

OMB Appreval No, 2502-0265
{expiras 11/30/2009)

B. Type of Loan

4. Fllo Humber
t.[]FHA 27 FmHA 3. []Conv. Unins.

[ Jva  s{7]conv ins.

7. LaanNumbar 8. Mortgage insuranco Case Numbar:

C. Note: This larm is furnished 1o give you & statement of aciual setllament costs. Amotnts pald o and by the setilement agent ace shown. ltemns marked
“{p.o.c.y" wera paid oulside the closing; they are shawn hera for infarmational purposes and are nol included in the talals.

D. Hamao & Addioss of Barrowar:

E. Mame & Addiess of Saller

F. Hamo & Addiass o Landar:

G. Proponty Location:

H. Setdemant Agent:

Plaes of Solllament; I

Sattiomenl Cate;

J. Summnry of Borrowar's Transaction

K. Summary of Seller's Transaction

100. Groas Amount Due From Borrawer

400. Gross Amount Due To Seller

101. Contract salas price

401. Contracl salas price

102, Parsonal proparly

402. Parsanal ptapery

103. Sebilemerd chargas to barrower (line 1400} 403.

104, 404,

103, 403,

Adjustments for ilams pald by seller in advanee Adjustments {ar llems pald by seller In ndvonca
106. Cityflown fexes to 408. Cliy/town toxes o
107. Counly laxes to 407. Counly {axes o
108. Assessmenls to 408. Assessmenis o
109. 409,

110. ' 410.

111, 411,

112 412,

120. Gross Amount Bue From Borrower

420, Gross Amoent Bue Yo Sollor

200, Amoaunts Pald By Or In 8ehall Of Borrower

500, Aeductions In Amount Due Ta Seller

20t. Daposit or eamast monay

501, Excoss doposi (sea instructions)

202, Principal amount of new loan(s}

502, Setttament charges to saller {fing 1400)

203, Existing loan(s) taken subjoct to

503. Existing loan(s) teken subject to

204, 504. Payoll ol first morigage loan
205, 505. Payoll of second morigaga loan
208, 506.

207. 507.

208. 500.

209, 508.

Ad] 8 for ilems unpald by saller Adjustmeants lor lems unpald by sallay
210. Citylown laxes la 510, Cly/lown taxas 1]
211. Counly laxas lo 511. Counly toxas to
212. Assassmentis lo 512, Assossmants o
213, 913,

214, 514,

215, 515,

216. 516.

217. 517,

218, 518.

219. 514,

220. Total Poid By/For Borrower

520. Total Heductlon Amount Dua Seller

300. Cash Al Settloment From/To Borrower

600, Cash At Settioment To/From Seller

301, Gross Ameunt dua from barrower {line 120)

601, Srss amount dua ta soller (linn 420)

302. Less amounts pald byflor barrawer (line 220) {

602, Loss raductions In ami, duo sellor {linp 520) { }

303, Cash

] From

] To Borrower

603, Cash

O Te [ From Seller

Seclion 5 of the Resl Estala Selifernent Procedures Acl (RESPA) requiros
the following: « HUD must devolop a Special nformation Booklet o belp
persans horowing money 1o linance the purchase of residential raal estate
1 hatler understand 1be natura and cosis of real estate setiiomen services;
» Each londer must provida the booklet lo all applicans from whom it
mneives or for whom It praparas a written application o borrow money lo
finance the purchase of residential renl estala; = Lendars must prapare and
distribule with the Boaklat a Goad Faith Eslimale of tha settlemen) cosis
thal ihe borrower s [tkaly ta incur In connection with the selttament. Thase
disclosures are manadatary.

Section 4{a) ol RESPA mandalas that HUD develcp and prascriba this
siandard form 1o be used al the time of loan settlemant 1o provide tull
disclosure ol all chargas Impesed upon the borrower and saller. Thase are
third parly disclosures that are dasigned 1o pravida the borrower with
perinant informalion dusing the settlemant procass in order lo ba a better
shoppar.

The Public Reponiing Burden far 1his collection ol inforration is astinated
ta avarage ona hour per responsae, including the time jor reviewing instruc-
tions, searching existing data sourcas, gathering and maintaining the data
nuaded, and complaling and reviowing the collection of information.

This agenty may no! collect ihis Inlormation, and you are nat required to
complete this form, unless it displays a cerrently valid OMB confrol rumber.

The informalion requesied does not lend itsall to confidentiality.

Pravious ediions arp cbsolate

Page 1 of 2

form HUD-1 {3/B6)}
rel Handbook 4305.2
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Fees can vary
from title agent
to title agent

Fees can vary
from title agent
to title agent

L. Seltlemenl Charges

.8
=2
L3

700. Tolal Sales/Broker's Commisslon based an price § 3]

Division of Cammission {line 700} as fallows:

701. 5 to

Paid From
Borrowars
Furids py

Paid From
Sallors
Funds at

702. 8 to

W

703. Commisslon pald at Sefilament

704.

B00. ltems Payable In Connectlion With Loan

801. Loan Qriginalion Fea %

802. Loan Discount %

803. Appraisal oo ta

804. Credit Repost ta

805. Lender's !nspeciion Fag

806. Morlgaga Insurance Applcalion Fea to

807. Assumgtion Fee

808,

404,

410,

a11.

900, {tems Aegquired By Lendar To Be Pald In Advance

901. Intores! from 1o @5 fday

902. Moripaga Insuranee Premium far . months to

403, Hazard Ensurance Premium for yours to

904, years 1o

405,

1000, Reservas Deposiled With Lender

100%, Hazaed insuranca menths @5 per manth

1002, Morigage insurance menths @5 per manth

1003, Clly proporty taxes marths &5 per manth

1004. County proparly taxas manths @5 per month

1005. Annual asspssmenls manths @5 pet month

1006. morths @5 par monsh

1007. months &S pef month

1008, ' manths @5 per manth

1100. Titlo Charges

1101. Setilement or clesing fea ta

1102. Abstract or tille search ta

1103, Tilla axamination lo

1104. Tills insusanca binder lo

1105, Document praparalion lo

1108. Nolary faes 1o

1107. Altomey's foes j[¢]

({includes nhove itums numbies:

1108. THle insurance 10

(includas abave items numbors:

1109. Landar's coverage 5

1118. Owner's caverage 5

1111,

1112,

1113

1200. Gavernmen? Aecording and Transfer Charges

12, Aecording fees: Deed $ ; Mortgage S : Aeleasas §

1202, Qity/countly taxisiomps; Dend § ; Mortgage S

1203. Siate laxfstamps: Dood $ ; Marigage $

1204,

1205.

1300. Additlonal Settlement Charges

1301. Survoy ta

1302. Past inspaclionta

1303.

1304,

1305.

1400. Total Settlemaent Charges {enter on lines 103, Section J and 502, Sectlon K)

The Underslgned Acknowledges Recoipt of this Disclosure Stalement and Agrees to the Correciness Thereod.

alr

eir

Pravious aditions ara chsolete Page 2ot 2

torm HUD-1 {3/86)
re! Handboak 4305.2
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This consumer guide should be used for educational purposes only. It is not
intended to provide legal advice or opinions regarding coverage under a specific
insurance policy or contract; nor should it be construed as an endorsement of any
product, service, person, or organization mentioned in this guide.

Persons with disabilities may request this document
in an alternative format.

INSURANCE
ADMINISTRATION

525 St. Paul Place
Baltimore, MD 21202
410-468-2000
800-492-6116
800-735-2258 TTY

wwnw. mdinsurance.state.nd. s

Martin O’Malley Anthony G. Brown

Governor Lt. Governor
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