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April 2007 GAO REPORT

In April 2007, the U.S. Government Accountability Office (GAO) released a report
detailing various aspects of the title insurance industry. Below are talking points from
each of the primary sections in the report, along with correlating thoughts from ALTA.
The overall messaging bottom line is that ALTA supports the GAO’s conclusions,
recognizes that improvements could be made to the industry, and is committed to
partnering with various regulatory and governmental agencies to do whatever it takes to
better protect consumers.

1. Explanation of how the title insurance industry works.
•
•

•

•

THE PROCESS
Title insurance provides real benefits to consumers and lenders by
protecting them from undiscovered claims against property they are
buying or selling.
Public records are searched locally because they are usually only available
at that level. A title policy insures the policyholder against any claims that
might have existed at the time of the purchase but were not identified in
the public record.
Title insurance is sold through title agents or insurers. Before issuing a
policy, the agent checks the history of a title by examining public records,
including deeds, mortgages, wills, divorce decrees, court judgments and
tax records.
Unlike other types of insurance, title premiums are only paid once – at the
time of sale or refinancing – to the title agent. The cost is small
considering that benefits last throughout the life of home ownership.
TITLE INSURANCE vs. OTHER TYPES OF INSURANCE
Five ways they are different

•
•
•
•

The amount of work done by title agents for work related to title searches,
examinations and issuance of the policy is significantly higher than in
property and casualty and other insurance lines.
A title agent’s roles and responsibilities are more labor intensive than just
selling insurance because they also must do extensive amounts of
research.
Unlike other types of insurance, title insurance premiums are
nonrecurring.
Title insurance has a different coverage period from other types of
insurance in that it goes back in time, as opposed to forward.
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•

The title insurance business cycle is closely related to the health of the real
estate market and interest rates, which is a much different business cycle
than other types of insurance.
OVERSIGHT

•

The regulation of all insurance, including title insurance, is primarily the
responsibility of the states. ALTA supports strong state enforcement of
existing laws and urges its members to obey both the spirit and letter of
the law.
Title insurance companies are also subject to the Real Estate Settlement
Procedures Act (RESPA) – a federal law intended to improve the
settlement process for residential real estate.

•

2. Issues and potential solutions for the title insurance industry.
•
•

•
•

ISSUES
Just like any industry, there are dishonest people selling title insurance that
stifle competition and create problems for everyone involved in the
process.
ALTA supports strong state enforcement of existing laws so that dishonest
brokers are weeded out of the industry. There is no place in the world of
title insurance for dishonesty or sub-standard ethics.
EDUCATION
An overwhelming amount of information is available to consumers; it is in
the interest of consumers to know and understand the role title insurance
plays in property sales.
Whether consumers obtain this information themselves, through real estate
agents motivated to give them quality service, or title insurance brokers,
the fact is that the information is available and everyone benefits if
consumers understand the system.

3. GAO Recommendations – A roadmap for improving oversight and
protecting consumers.
In general, ALTA supports the recommendations offered by the GAO Report. As an
organization, we are committed to improving the title insurance industry to better protect
and serve consumers. Our top goal is to educate home buyers, while ensuring the title
search, examination and insurance process is open and transparent.
As an indication of this support, ALTA will send letters to the Department of Housing
and Urban Development (HUD) and the National Association of Insurance
Commissioners (NAIC) endorsing the following recommendations from the GAO
Report:
•

Price competition between title insurers and agents needs to be
encouraged, with the education of consumers about title insurance as a key
component to this process.
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•
•

We encourage the states to develop websites that contain premium rate
and consumer information about title insurance.
Working with Congress, HUD, NAIC and state regulators, more needs to
be done to detect and deter potentially illegal practices in the marketing
and sale of title insurance.
o We support increased coordination and cooperation between
various state regulators and HUD to better enforce existing laws as
applied to all settlement services providers.
o We support the GAO recommendation to Congress to authorize
HUD to impose civil monetary penalties for violations of Section 8
of RESPA.
o We urge Congress to amend RESPA to create a competitor’s
private right of action for injunctive relief under Section 8. The
GAO report found that HUD and state regulators have limited
resources for enforcement purposes. By creating a carefully
drafted private right of action, Congress could, in effect, create
“private attorneys general” who could bring actions to stop illegal
conduct. Industry participants are in the best position to see illegal
activities in their communities. Empowering them to take action
should yield positive results.
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