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What is a Commitment?

Topics to
be Covered

The Jacket — Terms and Conditions
Preparing Schedule A — Transaction Details

Preparing Schedule B, Part | — Requirements

Preparing Schedule B, Part Il — Exceptions

Handling Exceptions
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Whatis a
Title
Commitment?

Form of
Commitment

A document issued in advance of a closing that
commits a title company to issue a policy insuring (a)
title to particular parcel of real property, or (b) the
priority of an insured mortgage, subject to certain
terms and conditions.

Lists all requirements that must be met before a title
policy may be issued.

Discloses to the proposed insureds what, if any, liens,

defects, or burdens and obligations affect the subject
property.

A commitment may sometimes be referred to as a
“binder.”

ALTA owns the copyright on all forms used for title
insurance in the United States.

As of 2009, use of ALTA forms requires a license.

The license grants right to use forms for a one-
year period.

Because almost all underwriters use ALTA forms,
most commitments and policies are organized in
much the same way.

The current commitment form is based on the 2016
ALTA Commitment.

Parts of Commitment

The commitment consists of two primary parts:

The Jacket

Schedules
B, P: B, Partll

5/3/2022




5/3/2022

The Jacket i
+ Consists of four primary areas.
« the Notice,
» the commitment to issue,
- afooter, and
* the commitment conditions.

B Fiet Amarican it msrance Company =
; Notice

Liability is limited to contiaét claims:

Commitment is an “offer to insure”, not
an abstract of title and creates no extra-
contractual liability.

Procedures used to “determine the
insurability of title” are proprietary and
performed for the insurer’s benefit.

Obligation is to issue policy only.

[ALTA Commitment fo Title Insurance

Commitme l
SR . nt to Issue

+ Policy to be issued according to the
terms of the commitment, subject to the
Notice, Commitment Conditions,
Schedule Bl Requirements, and Schedule
Bll exceptions.

Effective as of the Commitment‘Date
when both Proposed Policy Amount and
Proposed Insured have been entered in
Schedule A.

 Expires in 6 months.
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Tormmi Footer l

FIRSTAMERICAN TTLE INSURANCE COMPANY

Not valid unless complete:

« Jacket containing the Notice, the

Commitment to Issue, and
Commitment Conditions,
* Schedule A,
« Schedule B-l Requirements, and
» Schedule B-ll Exceptions.

Conditions l

e

Condition 1 - list of défined terms.
Condition 2 - terminates if requirements
not satisfied within 6 mo.

Condition 3 - not effective without

proposed insured and policy amount.
Condition 4 - right to amend.

Condition 5 - outlines extent of for
amending as permitted under Condition 4.

AMS

q i e Conditions l

:i: R Condition 6 — deletion of an exceptien
=5 doesn't provide coverage beyond the
= terms of the commitment.

i
e

Condition 7 — agents are agents for
limited purpose of issuing commitments
and policies.

Condition 8 — pro forma policies do not
reflect status of title or commitment to
insure.

Condition 9 - arbitration.

‘ AMS
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+ Schedule A can be broken
Schedule A down into two parts.

+ Optional Information

* The “optional Information” is
generally related to the issuing
agent.

* Required Information

+ The “required information” is related
to the transaction.
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Schedule A Schedule A -
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Optional Infg

[A] Name of the issuing agent;

[B] Agent's office;

[C] Agent's ALTA Universal ID;

[D] Lender’s loan ID'number;

[E] Commitment number;

[F] Agent's file number;

[G] Property address; and

[H] Revision number (Rev 1, 2, etc.).

AMS

Sl  Ere— Schedule A - l
; v . Required

Info
[I] Commitment Date

[J] Proposed Poligy
[K] Proposed Insured

[L] Proposed Policy Amount:
[P] Estate or Interest

[Q] Vesting Information

[R] Legal Description

[S] Counter Signature




First American Tite™

ALTA Commitment for Tile Insurance

First American Tile nsurance Company

Exhibit A - l

Exhibit A

[———

Legal

Descriptioa

« Don't forget the legal description

and Page.

+ Schedule B-I can also be broken down
into two parts.

- Standard requirements
+ Specific requirements

The “standard requirements” apply
generally to all transactions.
« Most insurers will have their
standard pre-printed requirements

« The “specific requirements” are related
to the current transaction.

16
Schedule B,
Partl -
Requirements
17
2 s A
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Schedule B-I l

fm——

Requirement
s

[U] Pay consideration for land

[U] Pay premiums

[V] Execute required affidavits

18
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« Do not incorporate by reference to Book

* Must include actualilegal’description!

[U] ID who will obtain interest/make.loan

[U] Pay taxes that are due and payable

[W] Execute and record deed/mortgage
[X] Provide survey (if applicable)

[Y] Confirm entity status and authority




4 et Schedule B-I l
' : Requirement
s

« [z] Obtain commercial broker’s affidavit
« [AA] Update prior to closing:

« [BB] and [CC] Specific Requirements
«+ Obtain Satisfaction
+ Obtain Release

sFzgzEeegis
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Practice Pointers l

- Requirements are your pre-closing checklist;

» Review relevant portions of Underwriting
Manual for your transaction to draft
necessary requirements.

+ Add requirements title search indicated were
necessary by title search, i.e. Deed of Trust,
Judgment or Corrective Deed.

- Requirements should be written as full
sentences that are clear to the Insured

S h d l B + Schedule B-II can be broken down into
chedule two parts.
Pal't II _' + Standard exceptions

. * Specific exceptions
Exceptions

« The “standard exceptions” apply
generally to all transactions.

+ There are currently 8 standard pre-
printed exceptions

+ The “specific exceptions” are related to
the current transaction.

21
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Schedule B-II
Exceptions

Preamble
* CCRs
» Terms and provisions of lease or
easements
Taxes or assessments not of record
Parties in Possession
Easements not of record
Survey matters
Mechanic’s Lien Exception
Mineral interests

14,14 e T i 2,201 e To o Bk 004 Pag 1, i N St 1
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Schedule B-II
Exceptions

Area of Land

Taxes not yet due'and payable
Specific exceptions —

« Easement

* Rights of way

« Declaration of CCRs

« Judgment (unreleased)

* Federal Tax Lien (unreleased)
Specific survey exception

B | |

Extended
Coverage

24

“Extended coverage’ is the term for providing coverage
on an Owner's Policy or Loan Policy by deleting from
the policy one or more of the standard exceptions.

To provide extended coverage in Mississippi, requires
the deletion from the policy of one or more of the
following five (5) standard exceptions you see in most
policies:

Standard Exception #1 — Taxes or Special
Assessments

Standard Exception #2 — Parties in Possession
Standard Exception #3 — Non-Record Easements
Standard Exception #4 - Survey Matters
Standard Exception #5 — Mechanic's Liens

Remember: Most insurers in Mississippi do not allow
deletion of the Standard Exception relating to Minerals
Interest
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Standard Exception #1 - l
Taxes or Special Assessments

- SE #1 relates to taxes or special assessments notfof
record.

1. (a) Taxes or assessments that are not shown as existing liens by the records of any taxing
authority that levies taxes or assessments on real property or by the Public Records; (b)
proceedings by a public agency that may result in taxes or assessments, or notices of such
proceedings, whether or not shown by the records of such agency or by the Public Records.

+ Underwriting Requirements

. f;onﬁrm that there are no garbage liens or other non-record
iens.

- Ensure there is an exception for taxes not yet due
and payable.

Standard Exception #2 -
Parties in Possession

- SE # 2 relates to parties in possession.

2. Any facts, rights, interests, or claims that are not shown by the Public Records but that could be
ascertained by an inspection of the Land or that may be asserted by persons in possession of the Land.

+ Underwriting Requirements
- Obtain seller’s affidavit confirming there are no
parties in possession.
AMS

Standard Exception #3 - l
Easements not in Public Records

- SE # 3 relates to ... easements or claims of
easements not of record.

3. Easements, or claims of easements, not shown by the Public Records.

+ Underwriting Requirements

- Obtain owner's/seller’s affidavit (confirming no
unrecorded easements or adverse rights)

. AMS
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Standard Exception #4 -
Survey Matters

 SE # 4 relates to survey matters.

4. Any encroachment, encumbrance, violation, variation, or adverse circumstance affecting
the Title that would be disclosed by an accurate and complete land survey of the Land and
not shown by the Public Records.

» General Underwriting Requirements

+ Obtain “satisfactory and current” survey and add
specific exception for survey.

.M

Standard Exception #5 —
Mechanic's Liens

+ SE # 5 relates to mechanic's liens.

5. Any lien, or right to a lien, for services, labor, or material heretofore or hereafter furnished,
imposed by law and not shown by the public records.

+ Underwriting Requirements vary widelx del;ending on the policy
to be issued, the size of the policy, and the character of the
transaction (residential or commercial).

Be sure to obtain s&)eciﬁc guidelines from your underwriter,
which could include requirements for owner's/seller’s affidavits
indicating no work in the last 90 days, lien waivers and/or
indemnities from the owner and/or contractor.

Standard Exception #8 -
Taxes and assessments

SE # 8 relates to taxes and assessments ... not yet due and payablé.

8. Taxes and assessments for the [current year] and subsequent years and not yet due and
payable.

Underwriting Requirements
« This exception cannot be deleted!

- Ad valorem taxes assessed and levied for previous year are due on Feb. 1.
+ If not paid within 6 months, the property will be offered for sale to the highest bidder.

 The reference to [current rYearl should be the last year for which taxes have been
assessed, but are not yet due and payable.

- All taxes due, must be paid at closing.

5/3/2022
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- Standard exceptions should
never be deleted from the
HOW to commitment itself.

Annotate
= + To show that a standard
Deletlon Of exception will be deleted from
the final policy:
Stan(_iard « List the requirements to delete
Exceptlons the exception in Schedule B-];

and

+ Add a note to Schedule B-II
indicating which exception
will be deleted from the final

31

How to show
future deletion

Add “Note” on Schedule Bl
After the last Standard Exception ;
or
After the last exception in
Schedule BII.

State which Items will be deleted

+ To pxowde affirmative or “insure over” an

How to B
. - List the exception on Schedule B-I; and
Provlde « Issue the ALTA 34-06 Identified Risk Coverage

Endorsement.

Affirmative

o Wfl;lle an excelpnon may bi msu(li'ed %wler by }\llsmg
‘affirmative” language at the end or below tl
Coverage fOl' exception, the language used is critical.

Ly + For this reason - the ALTA 34-06 is preferred.
a Specific
2 « Providing affirmative coverage for an exception -
Exceptlon wh:tlh;r y e;ndorslevmentv :r (ge adrdul:ox:( oep =
afﬁrmative language - requires prior Underwriting
approval

33
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ALTA 34-06 l

First A

» Describe the defect
SRR » Insert Schedule Bll exception #

———— . AMS

Amending « If, after issuing the

commitment but before
the disbursement of funds at

closing, you become aware of

Commitment additional matters, then:

+ Add the additional defects, liens,
encumbrances, or other matters
affecting title to Schedule BII;

+ Update Schedule A to reflect a
new revision; and

+ Issue the revised commitment.

35

THANK

YOUul

Have Questions?
Send Charles an email at cgreer@firstam.com
Or call him at (601) 325-0462
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