WHAT IS TITLE INSURANCE?
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WHAT IS TITLE INSURANCE
AND WHY DO YOU NEED IT?

A real estate purchase is one of the best investments you can make, so be certain to protect
your land ownership against possible title problems that can hinder the transfer of your
real property or make it unmarketable.

A policy of title insurance is issued in real estate transactions in Colorado. Unlike casualty
insurance which protects against future acts, title insurance protects against loss or damage
resulting from defects that may have occurred in the past.

The process begins with the title insurance company providing a search and examination
of the public records to determine and disclose the current facts relating to the ownership
of a piece of real estate, such as: 1) Who currently owns the property, 2) Any liens or
encumbrances against the property or its owner, 3) Easements and/or restrictions, and 4)
Other recorded interests. With this information the buyer, seller, real estate agent, attorney,
lender, and settlement agent can work toward closing the transaction. When the proper
documents to transfer title have been recorded, a title insurance policy is issued to the new
owner and/or their lender.

The charge for a title insurance policy is a one-time premium paid for at the time the
policy is to be issued.

This fee includes the costs of the title search, examination, production and risk.
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WHAT EXACTLY IS INVOLVED

IN A TITLE SEARCH:
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This is simply a history of the ownership of a particular piece of property, telling who bought it and sold
it, and when. The information may be derived from public records-usually a County Clerk’s, Recorder’s,
or Registry Office - or obtained from title plants privately owned and maintained. There are great
varieties of such plants - index cards, punch cards, tract books, even sophisticated computerized plants.
However, they all contain essentially the same information from which the history of the title may be
secured.
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One of the most important parts of the title search is to determine if there are any unsatisfied
y
judgements or liens against the owner or previous owners which were in existence while they owned the

title. A judgment can be a general lien against the debtor’s real estate and may constitute security for any
money owed under the judgment. The real estate can be sold to satisfy the judgment.

It is extremely important to be sure that a title is not subject to judgments against the owner or previous
owners. Title insurance provides this protection.

A judgment against a person named Smith may affect the title of an owner named Smith, depending on
whether or not they are the same person. So all possible variations of the same name must be examined.

For example, the name Smith might be spelled Schmid, Schmidt, Schmidtt, Schmidz, Schmied,
Schmiedt, Smid, Smythe, and so on. The name Nichols can be spelled 73 different ways, from
Nachols to Nychals. The task is to determine which of these spellings applies to the owner in question.

Rights established by judgment decrees, unpaid federal income taxes and mechanic’s liens all may be
prior claims on the property, ahead of the buyer’s or lender’s rights.

If a judgment is discovered that constitutes a defect in the title, then the owner must eliminate it before
the title policy can be insured free and clear of that judgement.
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When these searches have been completed, a commitment to insure is issued stating the conditions under

which title will be insured. The closing of the transaction may proceed after clearing up any defects in
the title which may have been uncovered by the search and examination.

The mortgage lender is concerned about the quality of the title, because the property is to be security for
the new mortgage loan. The mortgage lender requires assurance that it has a valid first (or another
acceptable priority) mortgage lien on the property.

The lender’s title insurance, however, doesn’t protect the new buyer of the property. Although the land
is the same, the interest of the buyer and the interest of the lender are not. The provisions of a lender’s
title insurance policy are different from those of a buyer’s policy, so the buyer should obtain his or her
own policy.
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