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L. “Quialified financial institution” means an institution that is:
(1) Organized or (in the case of a U.S. branch or agency office of a foreign banking
organization) licensed under the laws of the United States or any state and has been

granted authority to operate with fiduciary powers;

(2) Regulated, supervised and examined by federal or state authorities having regulatory
authority over banks and trust companies;

(3) Insured by the appropriate federal entity; and
4) Qualified under any additional rules established by the commissioner.

M. “Referral” means the directing or the exercising of any power or influence over the direction of
title insurance business, whether or not the consent or approval of any other person is sought or
obtained with respect to the referral.

N. “Security” or “security deposit” means funds or other property received by the title insurance
agent as collateral to secure an indemnitor’s obligation under an indemnity agreement pursuant
to which a title insurer is granted a perfected security interest in the collateral in exchange for

agreeing to provide coverage in a title insurance policy for a specific title exception to coverage.

0. “Title insurance agent” or “agent” means an authorized person, other than a bona fide employee
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(b) Guaranteeing, warranting or otherwise insuring the correctness of title searches
for all instruments affecting titles to real property, any interest in real property,
cooperative units and proprietary leases and for all liens or charges affecting the
same;

() Handling of escrow, settlements or closings;
(d) Executing title insurance policies;

(e) Effecting contracts of reinsurance; or

() Abstracting, searching or examining titles;

(3) Guaranteeing, warranting or insuring searches or examinations of title to real property or
any interest in real property;

4) Guaranteeing or warranting the status of title as to ownership of or liens on real property
and personal property by any person other than the principals to the transaction; or

(5) Doing or proposing to do any business substantially equivalent to any of the activities
listed in this subsection in a manner designed to evade the provisions of this Act.

“Title insurance policy” or “policy” means a contract insuring or indemnifying owners of, or other
persons lawfully interested in, real or personal property or any interest in real property, against
loss or damage arising from any or all of the following conditions existing on or before the policy
date and not excepted or excluded:

(1) Defects in or liens or encumbrances on the insured title;
(2) Unmarketability of the insured title;

(3) Invalidity, lack of priority, or unenforceability of liens or encumbrances on the stated
property;

4) Lack of legal right of access to the land; or
(5) Unenforceability of rights in title to the land.

“Title insurance report” or “report” means a preliminary report, commitment or binder issued
prior to the issuance of a title insurance policy containing the terms, conditions, exceptions and
any other matters incorporated by reference under which the title insurer is willing to issue its
title insurance policy.

“Title insurance sub-agent” or “sub-agent” means a person, other than a bona fide employee of a
title insurance agent who, on behalf of the title insurance agent, determines insurability and
issues title insurance reports or policies, or both, based upon the performance or review of a
search or abstract of title, provided that the performance of actual legal services such as title
examination or closing services by a licensed attorney does not render the attorney a sub-agent.
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(@ An errors and omission policy which includes coverage for an agent’s delegation
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person who accepts deposits from the public in an area where such transactions are routinely
conducted in the depository institution may receive for each customer referral no more than a
one-time, nominal fee of a fixed dollar amount for each referral that does not depend on whether
the referral results in a transaction.

Drafting Note: The last sentence of this paragraph further limits the referral for customers of personal, family and household insurance
products, such as title insurance sold to individuals or families, as a result of Section 305 of the Gramm-Leach-Bliley Act and the subsequent
adoption of regulations by the federal banking regulators at 12 CFR 14.50, 208.85, 343.50 and 536.50. The language in the paragraph was
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The person being referred is not required to use a specified title insurance agent or
insurer; and

The only thing of value that is received by the title insurance agent or party making the
referral, other than payments otherwise permitted, is a return on an ownership interest.
For purposes of this subsection, the terms “required use” and “return on an ownership
interest” shall have the meaning accorded to them under the Real Estate Settlement
Procedures Act (RESPA), 12 U.S.C. § 2607, as amended and Regulation X, 24 C.F.R. § 3500
et seq.

Drafting Note: See drafting note following Third Optional Subsection D.

[Second Optional Subsection D]

D.
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(1)

A title insurance agent shall not accept an order for or issue a title insurance policy or
guarantee or provide services to an applicant for title insurance or receive or retain any
money in connection with a title insurance transaction, if:

(@ The title insurance agent knows or has reason to believe that the transaction will
constitute controlled business; and

(b) When added to other controlled business written by the title insurance agent
during the same calendar year, the aggregate controlled premiums written will
exceed twenty percent (20%) of the title insurance agent’s gross premiums
written during the preceding calendar year. However, the twenty percent (20%)
limitation shall be eighty percent (80%) in the first year after the effective date of
this Act, sixty percent (60%) in the second calendar year after the effective date
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(b) Exempt certain persons from complying with all or a portion of these
requirements by virtue of their actual or expected volume of business (e.g., less
than fifty (50) annual transactions or less than $5,000,000 in title insurance
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(c) Notice of cancellation has been provided in accordance with contract termination
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4) Appoint a title insurance sub-agent.
K. The contract shall include specific terms of an agent’s compensation.

L. The title insurance agent shall mainta
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Section 11. Record Retention Requirements

The title insurance agent shall maintain sufficient records of its affairs, including its escrow operations and escrow
trust accounts, so that the commissioner may adequately ensure that the title insurance agent is in compliance
with all provisions of this Act. The commissioner may prescribe the specific record entries and documents to be
kept, and the length of time for which the records must be maintained.

Drafting Note: States should ensure that their record-keeping requirements for the title insurance agency operations of depository
institutions do not place the depository institutions in a position where they cannot comply with both the state requirements and the
record-keeping requirements of the institution’s primary functional regulator.

Section 12. Application of Other Insurance Code Sections to Title Insurance Agents

A title insurance age
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