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JTITLE INSURANCE AGENT REQUIREMENTS

The D:mszen of Financial Imtxtunons, Title Insurance Section, has received several
inguiries concerning title insurance agem requirements. Addmnnally, the Title
Insurance Section has conducted a sumber of title insutance agent serv;cxng
company visits and title insurance ‘company visits: to détermine the work thiat.is
being perfonncd by registered title nsurance agents.

Section 3. (3) of the Illinois Title Insurance Act provides:

“Title insurance agent” means a’ person, firm, partz:ershlp, association,
‘corporation or other legal entity reglstcred by a title insurance company -
and authorized by such- company to determine msurabﬂlty of ‘title in
'accordance with generally acceptable umierwmmg rules and standards in-
reliance on either the public records or a search package prepared froma
title: plant, or both, and authorized in addition to do any of the following:
act as an escrow agent, solicit title i insurance, collect premiuins, issue title
TEports, bmders or commitments to insure and policies in its behalf,
provided, however, the term “title insurance agent™ shall nc;t include
officers and salaried employees of any title insurance company.”
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’The Tllinois sta;tutory definition of title insurance agent makes abundantly. clearthat
a title insurance agent may “act as an escrow agent, solicit title insarance, collect-
"_prmmums issne title reports, binders or commitments to. insure and policies” on’
‘behalf of its principal, but that none of these activities; separately or co!]ecnveiy,
will epmte 1o qualify it for regzstratxon as a nﬂe insurance agent under the Act.
“There is but a single prerequisite ‘that- the Tilinois General Assembly had
' detenmned will quahfy a title insurance agent for regzstranon authorization by 4.
title insurance company to determine insurability of title in accordance with
generally acceptable undcrwnimg mules and standards in reliance on- either the
public records or a search package prepared froma title plant or both.

While “dstermmaﬁon of msurabﬂlty of title”,; as set forth in the statutory definition
of title insurance agent, is a single term, it is uomposed of several distinctly
different activities. Determination of insurability of title is composed of all those:
activities performed “in accordance with generally -acceptable underwntmg mlcsn
“and standaids”. Most of the title insurance companies. authorized-to do- business in-
‘Illmols are cerporatxons which do- business on a national or rulti-state basis. Al
of these companies publish manuals for their employees and their authorized title
insurance agents. These manuals usually include instructions on the examination
‘of title based on a sedrch package prepamd from the pu’bhc record,s a title plant, an.
-abstract of title, or any combination of these, and ‘instructions on the criteria for
taking exception to-clear title. and for the removal of such exceptions. In addltmm
-many of these same title insurance companics as well-as title insurance agents
pa;m(:lpate in thc rcgu]az p:togmms Qf mstmctmns on these very same acﬁvmcs

Assocnahon the Blmois Institute for C‘ontmumg Legal Edm_atxon (HCLE) as weli ~
as similar- programs- Sponsered individually by title insurance companies, All of
these instructional manuals, publications and instructional ‘programs: collectively
form the “generally acceptable” underwriting rules and. standards ‘within the ‘State
of Tlhnois.

“Determination of insurability of title” as used in-Section 3. (3) of the Act'is
‘composed of both the functions of title examination and title clearance, and it is
tequired. that all registered title insurance agents, at minimum, determine
insurability of title, which includes engaging in_all aspects of ﬂze tntle:v
examination and title clearance functions.

At the present time, there arc pumerous Programs being used where a t}tlc
insurance agent has a service agreement with another title insurance agent
{“Service Companylies]”) for support services. While the support services can
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| _.mc}ude such functions as obtazmng the title' search, typmg, recording documcnts
and closings, the regzstered title insurance agent. mmst perform its own

deterimination of insurability of title. In determining msnrabﬁny ‘of title, the title

‘insurance agent must -utilize all searches necessary for the issuance of a title

insprance commitment or title insurance pohcy Service companies and title

insurance wmpames are not to send ﬂﬁe insurance agents prehnnnary title
,mmnntments or other products WhiCh gwc the mfoxmatmn to the tide insurance
-agent in such a manner as to allow the ftitle insurance ‘agent to issue the
‘commitmnent without having had to examine titlé and determine insurability of title.
{Thxs same- tule ‘applies to title insurance companies who have an “Attorney

ixamining Program”. The attorney must utilize all searches necessary for the

_lséliance of a title insurance commitment or title insurance policy and mnust
‘perform the determination of insurability of tifle function. Addxﬁona]ly, after the
‘service . company ‘or title insurance company. prepares thie titleé comunitment based

exclusively on the title insurance agent’s examination of title, the prepared

‘commitment noust be retm:ned to the title insurance agent to be reviewed, ‘signed
and: ms{nbuied to the appropriate parties.

JIn addition to the above, the fellowmg prevaously-stated pohcles and. proccdures
‘continue in effect:

Schedule A and Schedule B of all title insurance commitments must contain

“the name of the licensed title insurance company whose policy is going to be
issued on that real estate transaction and the name and maﬂmg address of the

Tegistered title insurance agent. In the case where a registered: title i insurance

:agent obtains services from a service cempany also rcgstercd as a taﬁe

‘insurance agent with the samie licensed title insurance company, the service

‘company name and address may also be included on Schedule A and

Schedule B, in addition to the names of the licensed title insurance company

and the registered nt]e insurance agem

Schedule A and Schedule B of all title insurance policies must contain ‘the
‘name of the licensed tifle insurance company and the name and mailing
;address of tbc regxstsred ﬁtle mmnce agent in the; case where a registered
asa nﬁe ms*urance ament wﬁh thc same hcena.ed t1tle msnrance company, the
service company name and address may also be included on Schedule A and

‘Schiedule B, in addition to the names of the licensed fitle insurance company
-and the registered title insurance agent;
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The licensed title i insurance company name or code (for example, CTI, ATG,
FAT, LTIC, etc,) must be-included on the HUD-} and HUD-1A Sstﬂement_.'
Statements, _preferably at the top of the. form.as part of the file' ‘number; 80
“that the Department «can determine the licensed title insurance company
involved when it receives a copy of a HUD-1 or HUD-1A Settlement:
Statement from the consumer in connection with a complaint or inquiry.

In order to give the consumers an accurate disclosure of the fees and parties
-involved in the real estate transaction; and in compliance with applicable.
“statutes, the HUD-1 or-HUD-1A S&ttlemcm Statement must: disclose ‘the:
‘name of the entity/individual receiving the funds. For example, in the: case
where a registered title insurance agent obtains services from a service
--coy also reglstered as ‘a title insurance agent with the saine licensed
title fsurarice compaiy or receives services directly from the title insnrance
~company, the HUD-1 ot HUD-1A Setflemerit Statement must show the: tide-
insurance fees gmng to the rcg:tstered title: insurance agent, not the service.
company or title insurance company, regardless of how the collectmn of fﬁes_
and. payment t}mreof is actually handled as between the: pames In reviewing.
several HUD-1 and HUD 1- A Settlement Statements, it was discovéred that
‘some of the service companies and fitle insurance companies show their
“name as receiving the title fees, not the registered title i insurance agent..

, "Ihfs Dcpamnem requires that the licensed title: insurance companies immediately
‘advise their personmel and their registered title insurance agents of the
Tequirements- as described in this Bulletin, In order to allow adequate t:me to
dzssemate this information and for the title  insurance. companies and. title-
insurance agents to review their programs, the effec:tzve date of this B;ﬁleim is

-September 15, 2005.
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Re: Informational Handout - 1-06
Informational Handout — 2-06

Dear Mr. or Ms.

On July 9, 2005 the Department issued Bulletin No. 1-05, Title Insurance Agent Requirements.

. In addition to Bulletin 1-05, a copy of Appendix B to Part 3500 of RESPA, “Illustrations of
Requirements of RESPA” was included with the cover letter that went to all title insurance
companies and agents. A review of the search products being sent to title insurance agents have
revealed compliance issues, thereby necessitating the release of the Informational Handout 1-06
dated February 23, 2006 which is enclosed with this letter.

Bulletin No. 1-05 also discussed accurate disclosure of fees to the consumer and stated as
follows:

“In order to give the consumers an accurate disclosure of the fees and parties involved in
the real estate transaction, and in compliance with applicable statutes, the HUD-1 or HUD-
1A Settlement Statement must disclose the name of the entity/individual receiving the
funds. For example, in the case where a registered title insurance agent obtains services
from a service company also registered as a title insurance agent with the same licensed
title insurance company or receives services directly from the title insurance company, the
HUD-1 or HUD-1A Settlement Statement must show the title insurance fees going to the
registered title insurance agent, not the service company or title insurance company,
regardless of how the collection of fees and payment thereof is actually handled as between
the parties. In reviewing several HUD-1 and HUD 1-A Settlement Statements, it was
discovered that some of the service companies and title insurance companies show their
name as receiving the title fees, not the registered title insurance agent.”
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During our visits of title insurance agents, service companies and title insurance companies, the
accurate disclosure of fees is still a problem. For example, if an attorney is a registered title
insurance agent, whether serviced by a service company or a title insurance company, the title
insurance fees should be shown as going to the title insurance agent. Some HUD-1 Statements
reviewed by the Department show the fees going to the service company and some statements
show the title insurance fees going to the title insurance company and the attorney is listed on the
HUD-1 statement under “title examination fees”. If the attorney is shown as receiving funds for
title examination and the title insurance company is shown as the title insurance provider on Line
1108, then the attorney is really not a title insurance agent and thus should not be considered a
title insurance agent. Under this scenario, the relationship between the title insurance company
and the attorney is one of employment, not a registered title insurance agent.

Also enclosed, please find Informational Handout 2-06, dated February 23, 2006, dealing with
Controlled Business Arrangements. In visiting the title insurance companies, title insurance
agents and title insurance servicing companies regarding the “determination of insurability of
title” issue, we discovered many compliance issues as it relates to controlled business/affiliated
business arrangements. Informational Handout 2-06 addresses these issues, provides illustrations
of some non-compliant arrangements, and reminds the title insurance companies of their
obligation to monitor and oversee the operations of their registered title insurance agents.

Additionally, in my cover letter dated July 13, 2005, the Department stated that compensation to
the title insurance agent must bear a reasonable relationship to the work performed so as not to
be in violation of Section 8100.2402, Standards of Conduct, of the Title Insurance Rules
promulgated by the Department and RESPA. While the Department has no rate regulation
authority, the Department, through its recent title insurance agent/service company visits, has
reviewed some programs where the compensation in some of the title insurance agent programs
could be considered excessive. The Department would strongly suggest that each underwriter
review the compensation of its title insurance agents in relationship to the work performed by the
title insurance agent in the real estate transaction.

The Department requires that the licensed title insurance companies immediately advise their
personnel and their registered title insurance agents of the requirements set forth in these
Informational Handouts and cover letter. A copy of this letter, along with a copy of the
Informational Handout 1-06 and Informational Handout 2-06, must be sent to all the registered
title insurance agents.

Sincerely,

Harry E. Stirmell
Supervisor
Title Insurance Section
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