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Title 101
The Fundamentals of Title Insurance
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How Did Title Insurance Begin?
• Watson vs. Muirhead – Pennsylvania Supreme Court – 1868
• Muirhead, a conveyancer, had searched a title for Watson, the 

purchaser of a parcel of land
• Conveyancer found a lien on the title, which he then turned over to 

an attorney for a legal opinion
• The attorney advised that the judgment was not a valid lien
• Purchaser completed the transaction
• It was later found that a prior lien was indeed a cloud on title
• Watson sued Muirhead to recover his losses, but the courts ruled 

that Muirhead (and others in similar situations) was not liable for 
errors based on professional opinions. Watson had no recourse

• As a result, the Pennsylvania legislature passed an act "to provide 
for the incorporation and regulation of title insurance companies." 
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ALTA – National Trade Assoc
• The American Association of Title Men (AATM) was 

formed in 1907
• Amended to the America Title Association in 1924 
• Today’s current name, American Land Title Association 

(ALTA), in 1962
• The first loan policy was approved in 1929, and the 

owner’s in 1959.
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WLTA – Washington Land Title Assoc
• 1905 – Vancouver, WA County Court House – First 

Meeting of Washington Abstracters’ Association
– 7 Abstractors attended and organized the association
– “To discuss business methods and profit by comparing 

experiences”
– Membership fee of $1.00 per month

• 1907 - Amended to The Washington Association of Title 
Men after member reported having attended national 
formation meeting 

• 1910 – Rate wars in Snohomish County ensued
• 1924 – Washington Title Association
• 1947 – Washington Land Title Association
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ALTA Convention – 1909 – Seattle, WA

Source: www.alta.org
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What is Title Insurance?
• Title insurance is a policy which indemnifies against loss that an 

owner or lienholder may experience with real property and insures 
against errors in the title search. In short, a title insurance policy 
protects the insured against any loss suffered as a result of the 
title to land not being as insured in the policy.  

• If the insured, either the owner or lender, suffers a loss as a result of 
a covered title defect, the insurer will reimburse the insured for that 
loss and any covered legal expenses, up to the face amount of 
the policy subject to conditions, exceptions, and exclusions 
contained in the policy. 
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Owner’s Policy Types
• The Standard Owner’s Policy – 10 insuring provisions primarily 

involving loss arising from matters appearing in the public records 
that were not set forth as exceptions to coverage; used for vacant 
land

• Extended Owner’s Policy – Requires a survey, matters found on 
the survey are set forth as exceptions, typically used for commercial 
property 

• Homeowner’s Policy - 32 covered risks including pre and post 
policy coverage; applicable on 1-4 family residences with natural 
persons taking title
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Title Insurance vs. Other Insurance

Title insurance differs in several respects from other 
types of insurance. Where most insurance is a contract 
where the insurer indemnifies (guarantees) an insured 
party against a possible specific type of loss (such as an 
accident or death) at a future date, title insurance 
generally insures against losses caused by title problems 
that have their source in past events.
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Title Insurance vs. Other Insurance
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Creating a Title Commitment
• Land Records (Auditor’s office) – Easements, CCRs, 

Agreements, Notices, Plat Dedications, Land Use Notices, 
etc.

• Deeds (Auditor’s office) – aka the “chain of title” – ownership 
history

• Liens (Auditor’s office) – deeds of trusts, DSHS liens, MLNs
• Tax Records (Assessor/Treasurer’s Office) – assessments, 

legal descriptions, exemptions, taxes owed
• Pending Matters (Clerk’s office) – judgments, divorces, liens, 

pending actions, probate
• US BK Court 
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Vs. Greece
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Greece• Land transactions are hand 
written in ledgers by last 
name only 

• Often no lots number, legal 
descriptions, boundaries 
are used 

• No consistent zoning 
guidelines

• Deed legal description –
“three olive trees near well” 
or “where you can hear a 
donkey on the path”

• Land use for 20 yrs = 
ownership

• Protected forest developed 
in recent years due to 
wildfires that cleared land
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2016 Commitment

• Expressly limits title company’s liability to contract claims rather 
than tort claims such as negligence or misrepresentation

• Declares it is not an abstract or legal opinion

• Limits the liability to solely the proposed insured listed on the 
commitment
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WA State Code already established this….
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Other Basic Title Insurance Facts
• Title companies will not normally pay a claim unless our insured (named in the policy) 

suffers a financial loss due to a covered risk (Condition 8/6)

• Title companies will only pay claims that affect the land as it is legally described in the 
policy and improvements (Condition 1g/1d)

• Title companies will only pay legal costs for attorneys that the title company incurs

• Title companies will not pay claims for risks that are created, assumed or allowed by 
our insured or for risks that are known to the insured as of the policy date, but not to 
the title company (Exclusion 3/4 a&b)

• Title policies are not transferable. Both the Standard and Homeowner’s policies can, 
however, be inherited in some cases. (Condition 1D(a) & 2B(1))

• A title company may exercise subrogation rights. (Condition 7)

• The Homeowner’s Policy has a 10% automatic inflation endorsement for the first five 
years (Condition 9)
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Title Policy Highlights 

1) Covered Risks - items specifically listed in the policy that are covered. 
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Covered Risk Examples:
1. Someone else owns an interest in Your Title.

• Married couple get divorced out state, property awarded to Jim, Jim deeds on new girlfriend, 

Jim dies. Girlfriend sells the property and Title Co X insures

3. Someone else claims to have rights affecting Your Title because of forgery      

or impersonation.
• Mr. Steve

4. Someone else has an Easement on the Land.
• Real Estate Broker’s Army Buddy

10. Someone else claims to have rights affecting Your Title because of fraud,     

duress, incompetency or incapacity.
• Elder Fraud

11. You do not have actual vehicular and pedestrian access to and from the  

Land, based on legal right. (See next slide)
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Covered Risk - # 11 - Access

Right to Access Travelable Access
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Policy Highlights (cont’d)
2) Exclusions – Non, land-specific limits on coverage
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# 4a – Not insured for items: 
That are created, allowed, or agreed to by You, whether or not they are 
recorded in the Public Records 
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3) Conditions – terms that affect coverage and claims
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4) Exceptions – items that may need to cleared or will remain on the forthcoming 
policy. Two types: general and special (specific to the property) 
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Taxation exceptions
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Lien Exceptions
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Pending Matter Exceptions
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And then there’s dating…
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Which house? 
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Exceptions to Remain on the Policy



©2018 First American Financial Corporation and/or its affiliates. All rights reserved. NYSE: FAF

Does the Title Industry Matter?
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Yes!
Title searches and insurance make the United States property transfer system 
one of the most efficient systems in the world. 
Title insurance companies help:

• Protect - most people’s largest investment – over half of all real estate 
transactions have a problem somewhere in the chain of title

• Help fight terrorism and crime - we work closely with law enforcement in 
fraud and crime prevention as well as execute national security mandates

• Recover - The title search process enables the collection of $4.8 billion in 
back income taxes and recovery of $325 million in unpaid child support 
annually on behalf of government agencies.

• Boost the economy - “Title insurance helps eliminate risk in property 
ownership, which allows mortgage lenders to offer loans at reduced interest 
rates—saving the homeowner money each time they make mortgage 
payments,” - American Land Title Association.
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