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During the past four or five years, there have appeared in 
magazines of national prominence. numerous articles dealing 
with "closing costs." Many of these articles have been sharply 
critical of the title industry as well as other professional groups 
who serve the real estate buying and investing public. Naturally 
we are disturbed- even outraged- as we contemplate the in­
justic of these attacks. 

We are not alone. Most businesses at one time or another 
are targets for critical comment. Although we smart under the 
sting of unwarranted criticism, we recognize that a democracy 
such as ours will always provide the framework within which 
men and women, who feel a correction is in order (or who fail 
to understand the facts surrounding a given service or the 
charges for that service) , may launch such attacks. The lesson 
is an obvious one. 

There is much we wish the public to know about the nature 
and value of our services; about our contribution to the com· 
munities we serve and to the national economy; about the part 
we play in the completing of a real estate transaction. NO ONE 
WILL TELL THAT STORY FOR US. We must do it ourselves! 
If, as a result of unfavorable publicity, members of American 
Land Title Association are awakened to the need for greater 
efforts to educate the public and to eliminate the lack of under­
standing among customers and potential customers. we shall 
have succeeded in transforming that which is a source of irri­
tation into a program which will serve our own purposes. 

An informed public would recognize the injustice of head­
lines and articles which misrepresent a profession that has 
served lenders. lawyers, realtors, builders, government agencies 
and generations of home-buyers with skill and competence. We 
owe it to ourselves to conduct an educational program that will 
bring understanding and confidence to the real estate buying 
and investing public. I urge you to grasp every opportunity to 
appear before civic groups and relate the story of the title 
industry. 

Sincerely, 

President 
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Report of National President 
WILLIAM H. DEALTY, President, 

The Title Guarantee Company, New York, New York 

Each annual report of American 
Land Title Association is, in fact, a 
composite of the reports by the re­
spective Chairmen of its standing and 
special committees, by the Section 
Chairmen, and by its executive and 
administrative officers as they ac­
count to the membership throughout 
the annual convention for their stew­
ardship, and the action that is taken 
thereon, whether by the Board of 
Governors or the membership. This 
then is but a part of the whole pic­
ture. 

It has been a busy year, though 
not particularly eventful from the 
standpoint of accomplishment. The 
administrative functions of our na­
tional office were so ably directed 
and supervised by our Executive Vice 
President, Joe Smith, and our S€cre­
tary and Director of Public Relations, 
Jim Robinson, that it reduced to a 
minimum the need for any contribu­
tion to those duties by the other 
elected officers. Consequently, I was 
free to roam the country, more or 
less at will, though most often by 
invitation. I have endeavored to re­
flect herein some of the insight that 
I have gained into our industry as 
it functions throughout the country. 
Some of my predecessors had that 
insight before assuming office. I had 
to acquire it by osmosis as the year 
unfolded. 

The warm welcome and genuine 
hospitality that goes out to your 
national officers in these travels and 
the educational value of the business 
programs at the state association 
meetings is a stimulating experience 
that I shall not soon forget and shall 
always cherish. It is regrettable, as 
I shall elaborate u p o n elsewhere 
herein, that a larger share of that 
experience is not stored up in the 
minds and hearts of representatives 
of our Association having longer ten­
ure than its President for the time 
being. 

Affiliatecl State Association ancl 
Our Relations Therewith 

Since our last annual convention, 
there have been twenty-nine annual 
meetings of affiliated state associa­
tions. Two associations, Ohio and 
Wisconsin, each held two such an­
nual meetings in the interim. Ne­
braska's last annual meeting pre­
ceded our St. Louis convention and 
its next will be held during the last 
week in October. Your officers attend­
ed all but two of these state meet­
ings, regrettably being unable to visit 
in Idaho or North Dako~a owing to 
conflict in dates with California and 
Wisconsin, respectively. Total repre­
sentation by your officers numbered 
thirty-five at the twenty-seven state 
meetings at which our National Asso­
ciation was represented. 

My v i s i t s with title men and 
women throughout the country in 
their own environment has proven 
for me to be one of the greatest 
privileges of being President of our 
Association. A warm welcome, cor­
dial hospitality and a genuine expres­
sion of appreciation attend the ap­
pearances of ALTA's national officers 
in every state. While certainly no 
surprise to me, the high re g a rd 
throughout the country for the tal­
ents and personlities of our Execu­
tive Vice President and Secretary 
and Director of Public Relations, 
was also a source of great personal 
satisfaction. I recommend that each 
of them be encouraged to attend 
more state meetings, preferably in 
alternate years. Presidents come and 
go, but these men constitute the con­
tinuous open line of communication 
between the national organization 
and each of its affiliated state coun­
terparts, so vital in keeping us in­
formed of, and responsive to, the 
major problems in our industry. 

I also consider it equally impor­
tant that our Executive Vice Presi-
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dent be able to find the time to 
broaden his contacts in Washington, 
one of the principal reasons for the 
transfer of our national office to the 
nation's capital. Our Secretary and 
Director of Public Relations should 
have more time for the creative as­
pects of his assignment and be able 
to spend more time in the field in 
an effort to learn more about the 
promotional and business develop­
ment needs of our members, not 
particularly those in Chicago, Los 
Angeles, Dallas or New York, but 
elsewhere, and for closer personal 
contact with the members of our 
Public Relations Committee. None 
of these desirable objectives can be 
attained, in my judgment, unless both 
Joe and Jim are freer of the imme­
diate supervisory and administrative 
responsibilities over the daily routine 
operations of our national office and 
its staff of employees. The Executive 
Committee and The Board of Gover­
nors have responded to this need by 
authorizing the creation of a position 
on the national office staff hopefully 
to be filled by a person capable of 
this administrative assignment, with 
only general supervision, after a 
short period of indoctrination. In tak­
ing this step, we shall, in my judg­
ment, unleash latent talents now only 
partially utilized by Joe and Jim and 
unable to find expression because of 
the pressures of administrative detail 
and clerical office routine. 

While I have sought no solution 
at this convention, I have a convic­
tion also that, through inability to 
attend our annual conventions and 
mid-winter conferences, all too many 
of our members have no voice in the 
affairs of our national association. I 
believe we should seek ways by 
which the bonds between the active 
affiliated state association members 
and our national association can be 
strengthened to our mutual advan­
tage. The Planning Committee will 
study all aspects of national and 
affiliated state association relation­
ships in the coming year with the 
objective of accomplishing this de­
sired result. 

Your Board of Governors has taken 
all action necessary to create a for-

mal pension plan for the salaried 
staff of our Washington office and a 
trust to fund its benefits. Their birth 
await only the approval of the Inter­
nal Revenue Service. The benefits 
will be funded wholly through income 
on the Reserve Asset Fund of the 
Association, and we hope thereby ·.:o 
fully provide for accumulated past 
service, as well as interim current 
service, on a sound actuarial basis 
within the insuing ten or eleven 
years-perhaps an even shorter pe­
riod. Funding of the retirement bene­
fits in advance of their payment will 
reduce total cost, afford our salaried 
officers and employees the assurance 
of payment upon their retirement 
and eventually place the Association 
on a pay-as-you-go basis with respect 
to this deferred responsibility. We 
have assumed no present obligation 
to provide these benefits except to 
the extent that all income on the 
Reserve Assets shall henceforth be 
devoted to the funding until past 
service credits have been fully pro­
vided for by the pension trust fund. 

[Editor's Note: Necessary approval 
by Internal Revenue Service was re­
ceived in November and the Plan and 
Trust are both in being effective 
January 1, 1963]. 

Activities of Association Counsel 

In addition to services related to 
the staff pension plan, the trust 
agreement to fund its benefits and 
the preparation of the application to 
the Internal Revenue Service for ap­
proval of both under the provisions 
of Internal Revenue statutes, referred 
to elsewhere herein, the law firm of 
Covington & Burling has performed 
the following services since the mid­
winter conference. 
1. Served a further notice on the 

Indiana Bar Title Insurance Cor­
poration to delete from its title 
insurance policies all reference to 
American Land Title Association, 
ALT A, American Title Association 
or ATA. No response was re­
ceived. Counsel advised that since 
the forms had been used by mem­
bers without "notice of copyright" 
thereon that any copyright which 
may have existed is now lost; that 
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had the forms carried the notice, 
use of the identical form without 
the ALTA form legend could not 
be prevented a non-member of the 
Association; that action now 
against a non-member to compel 
deletion from the policy forms of 
all reference to their g e n es i s 
would probably be unsuccessful. 
NOTE: The officers decided not to 

pursue the matter further. Con­
sideration should, however, be 
given to the desirability of 
placing a copyright notice on 
future new policy forms or fu­
ture revisions of existing policy 
forms, and applications for a 
copyright thereon. 

2. Researched the Federal law gov­
erning registration of the Associa­
tion name as a Membership Mark 
and of the Association seal as a 
Service Mark. With the approval 
of the Executive Committee, ap­
plication for such registration has 
been made. Should such registra­
tion be granted, counsel advises 
that the following advantages will 
accrue: 
a. Thereafter, none other can le­

gally acquire concurrent rights 
in the same name or seal, nor 
a confusingly similar name or 
seal, in any part of the coun­
try, which r ights can be en­
forced in the Federal courts. 

b. After the "Membership Mark 
and Service Mark have been 
registered for five years, they 
become incontestable. 

c. Registration of the Member­
ship Mark and the S er vice 
Mark would enable the Asso­
ciation to stop any misuse of 
its name or seal by non-mem­
bers in a manner that may 
suggest that they are members 
or to stop the use of a closely 
similar name or a closely sim­
ilar seal by another member­
ship organization engaged in 
the same general field of activ­
ity. 

Counsel points out, however, that 
neither such registration would serve 
to protect against copying by others 
of the text of our standard policy 

forms or from truthfully stating on 
such copy that it is a standard form 
approved by the Association. Only 
copyright of the form would aid in 
preventing their unauthorized use. 
Consequently the Board of Governors 
has directed that steps be taken to 
copyright all new standard policy 
forms and all future revisions of 
existing policy forms; that applica­
tion for such copyright be made prior 
to their release for use and that no­
tice of copyright appear on all such 
forms from the time they are re­
leased for use. 

Special Committee to Confer 
W ith FHA 

This committee was appointed dur­
ing the mid-winter conference at the 
request of the members. The full 
committee met once with officials of 
FHA, and once again to consider 
procedures available to it following 
that meeting. A subcommittee met 
again with FHA officials and your 
Executive Vice President had several 
further contacts over a period of 
several months. Our objective was to 
try to deter FHA from its intended 
use of "title waivers" to purchasers 
of and mortgage lenders upon resales 
of its involuntarily acquired re a 1 
property (principally single family 
houses) as a substitute for the tradi­
tional method abstracts and attor­
ney's opinions or title insurance- of 
evidencing title to purchasers and 
mortgagees in real property transac­
tions. 

It soon became apparent that FHA 
was seeking the cooperation of title 
insurers in its resale program with­
out making necessary provision for 
any additional premium for the addi­
tional risk inherent in up-dating ear­
lier policies, or reassumption of pol­
icy risks terminated as a result of 
the resales of the property. Despite 
the handicap imposed by the Asso­
ciation's inability to discuss rates in­
volving insurance, your committee 
alerted insurers to the then latent 
policy of FHA and suggested that 
they consider the advisability of a 
"packaged" title service, to begin 
with the inception of the foreclosure 
proceedings on the defaulted FHA 
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insured mortgage, provide interim 
title coverage while the property re­
mained in FHA ownership (in the 
form of a binder to insure FHA's 
grantee and/or the eventual lender 
upon the resulting purchase money 
mortgage), with policies to issue upon 
the completion of the resale transac­
tion for a single rate, substantially 
lower than would apply were the 
total service to be applied for at 
separate times. Many insurers, in the 
resale program areas furnished us, 
made <the availability of such a pack­
aged title service and rate known to 
the field offices of FHA in the areas 
of their respective operations. To my 
knowledge, none were accepted. In a 
further attempt to cooperate with 
FHA one title insurer offered to pro­
vide the title service on resales of t h0 
agency's currently owned residential 
properties, in any jurisdiction in 
which it was not bound by prior rate 
filing requirements, to include a pol­
icy up to $25,000 to the FHA-approved 
mortgagee that pariticipated in the 
resale program, for a modest uniform 
charge, excluding closing services, 
provided FHA would furnish it with 
the title evidence in its possession on 
any such property. I believe this 
effort has been equally unproductive 
up to the presenrt. 

During July FHA appears to have 
proceeded with its original intention, 
despite advice from FNMA that it 
would not accept the resulting FHA­
insured mortgage for purchase unless 
it was supported by title evidence in 
the traditional manner. I quote from 
a communication by FHA to "All 
Approved Mortgagees", dated July 15, 
as an indication of FHA's established 
policy: 

"If the Commissioner sells a 
mortgage and such mortgage is 
later reassigned to him in ex­
change for debentures, the Com­
missioner will not object to title 
by reason of any lien or other 
adverse interest that was senior 
to the mortgage on the date of 
the original sale of such mort­
gage by the Commissioner." 

On the other hand, we glean some 
ray of comfort from the following 

extract from an inquiry by FHA's 
Long Island, N.Y. district office, dated 
July 31, soliciting advice as to "fi­
nancing costs" from approved mort­
gagees who wish to participate in its 
"Home Property Resale" program: 

"FHA will pay reasonable at­
torney fees for title evidence and 
such other reasonable and cus­
tomary charges and fees as may 
be approved. However, s i n c e 
some of these charges are vari­
able, we would appreciate your 
statement, in the space which 
follows, showing the attorney's 
and title examination fees you 
expect to have to pay . .. These 
figures may be shown as a lump 
sum, or per $100 of mortgage 
amount, whichever is custom· 
ary." 
Presumably, the lender could pay 

for title insurance, if it chose and if 
such disbursement were not separate­
ly approved by FHA, out of its serv­
ice charge, which was limited to "$20, 

or 1 % of the principal amount of the 
mortgage, whichever greater." 

While this committee effort was 
certainly not crowned with outstand­
ing success, I believe its activities 
point up the need for a standing com­
mittee empowered to handle relations 
with Federal Agencies of this, or sim­
ilar, nature. An enabling amendment 
of the Constitution and By-Laws will 
be proposed for your consideration. 
It provides for an expansion of the 
scope of authority of the existing 
committee on Cooperation, with ap­
propriate restraint to be exercised 
by the Board of Governors or the 
E:xecutive Committee, some continu­
ity in the membership of the Com­
mittee and a change in its name to 
"Liaison Committee." I understand 
that the report of the Title Insurance 
Section will also speak, among other 
subjects, to relations with other 
branches or agencies of the federal 
government. 

Model Uniform Title Insurance Code 

I believe we s h o u 1 d encourage 
stronger state regulation of our in­
surance functions. State regulation 
in name and not in fact is most un­
likely to meet the requirements of 
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Public Law 15, popularly known as 
the McCarran Act, which provides 
the only means whereby insurance 
may be freed of the provisions of 
federal antitrust laws and related 
federal statutes. 

A tool to foster this type of state 
regulation is now in the making in 
the form of an industry-conceived, 
and I hope industry-supported, uni­
form model title insurance code. The 
Committee report, together with nu­
merous suggestions for amendment, 
has been one of our most important 
tasks at this convention. I believe it 
provides the essential elements for 
state regulation in fact, and that it 
is the obligation of each of us to 
approach this report with an honest 
intention of adapting it to meet the 
regulatory needs of those of our 
members, or affiliated state associa· 
tions, who or which may hereafter 
come to the conclusion that status 
quo for them leaves something to 
be desired; that we owe it to our 
members to give them the opportu­
nity to accept or reject the report 
in the form that we may conclude 
it should be presented to them; and 
that we must, each of us, take cog­
nizance of the probability that ade­
quate regulation in some states and 
not in others may not be a deterrent 
to federal regulation of our industry. 

I am reminded of a philosophy said 
to have been expressed by Benjamin 
Franklin at the Constitutional Con­
vention in 1787 and recently called 
to my attention. I quote: 

"We are sent here to consult, 
not to contend with each other; 
declarations of a fixed opinion 
and of determined resolution nev­
er to change it, neither enlighten 
nor convince us. For, having lived 
long, I have experienced many 
instances of being obliged, by 
better information or fuller con­
sideration, to change opinions, 
e v e n on important subjects, 
which I once thought right but 
found to be otherwise. It is, there­
fore, that the older I grow the 
more apt I am to doubt my own 
judgment and to pay more re­
spect to the judgments of oth­
ers." 

If each of us will approach this 
subject with full awareness of the 
basic truth of this quoted philosophy, 
I am confident that this monumental 
undertaking, so diligently pursued 
and so ably completed by our Uni­
form Code Committee, even though 
modified as the result of our delibera­
tions, will be a credit to our Asso­
ciation and a real service to the 
greatest number, perhaps all, of its 
members, whether they be title in­
surers or their agents. 

Reinsurance Protection Against 
Catastrophic Loss 

An industry-sponsored and cooper­
atively-owned, though independently 
ad ministered, instrumentality, or 
pooling arrangement, whereby sound­
ly operated primary title insurers, 
after purchasing adequate reinsur­
ance of their larger single risk policy 
liabilities, on either a facultative or 
treaty basis, could obtain at a cost 
commensurate with its value, rein· 
surance protection against catastro­
phic loss which might arise through 
human error in evaluation of the 
risk, infidelity, or the casualty risks 
that are inherent in our business, 
would, in my judgment, become a 
strong influence for raising under­
writing standards and ameliorating 
some undesirable and potentially dan­
gerous practices that have, here and 
there, and in one form or another, 
crept into our operating and invest­
ment practices and at the same time 
be a strong deterrent to any attempt 
at Federal regulation of our business. 

Several possible avenues of ap­
proach were outlined in a panel dis­
cussion at our Title Insurance Sec­
tion meeting in Minneapolis two 
years ago. Considerably over-simpli­
fied, but suitable for purposes of 
identification, they were Lloyds' Un· 
derwriters, an industry-owned loss 
reinsurance vehicle, and a reciprocal 
exchange of excess loss without pay­
ment of premium. 

Lloyds' coverage is available, with 
notable exclusions from coverage, and 
is now utilized in several different 
forms by many companies in our 
industry. We know that one very 
substantial loss has been rejected by 
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the underwriters and that the claim 
is still being contested in the courts. 
This coverage is being utilized by 
some insurers to protect against ag­
gregate of losses above a very mod­
est annual amount; by others only 
against loss that, if sustained, would 
assume catastrophic proportions. The 
latter, I believe, should constitute our 
primary, and perhaps only, approach 
to the problem. Such a reinsurance 
program should, in my judgment, be 
designed to protect the underwriter 
against impairment of capital or in­
voluntary liquidation, but with a re­
tained loss corridor sufficiently high 
to require prudent underwriting prac­
tices. One other common flaw in the 
commercial coverage now available 
is exclusion of all losses due to 
infidelity of employees, approved at­
troneys, or agents, irrespective of 
its severity and exclusion, likewise, 
of losses arising from any policy 
issued more than ten years earlier 
than the occurrence of loss. Still 
another very important deficiency, 
in my judgment, is that the commer­
cial underwriters are forerign to our 
shores with but a superficial knowl­
edge of our business and even less 
familiarity with the variations in the 
manner of its operation and rin the 
elements of risk from state to state. 

I have discussed this subject at a 
number of state meetings this year 
and at the Southwest Regional Con­
ference, and if I judge the sentiment 
correctly, I am sure that many of 
our members share my own belief 
that this subject should be fully ex­
plored by the National Association 
in behalf of all its members. 

The Board of Governors has direct­
ed the appointment of a special com­
mittee 'to undertake a searching study 
and exploration of the subject of 
Reinsurance Protection Against Ca­
tastrophic Loss in all of its aspects; 
whether our industry should under­
take to create its own instrumentality 
to provide that protection or whether 
it had best be left to sources without 
the industry; if the latter be its con­
clusion, then to attempt to devise a 
standard form of such agreement 
which would better serve the objec­
tive of more comprehensive coverage 

than now appears to be available in 
eHher the domestic or foreign rein­
surance markets. 

It is my hope that industry deter­
mination to explore this subject ex­
haustively will deter any attempt on 
the part of any of our members to 
.foster the formation of a federally 
chartered and federally financed in­
strumentality to offer such protection 
- a procedure which in my judgment 
can lead to nothing short of federal 
regulation of an industry that should 
be regulated only by the several 
states. 

A large part of that 59 page report 
referred to in your bulletin this 
morning was devoted to a documen­
tation of <the controversy between bar 
associations and all other groups that 
participate in real property transac­
tions. I might also add that even 
among our own members there have 
been traces of similar controversy. I 
continue to regard negotiation as a 
desirable prelude to, and a potential 
substiute for, litigation. However, the 
history of this controversy between 
the organized bar and the title insur­
ance industry has reflected exactly 
the opposite course, spurred on by 
the litigious attitude of the Unauthor­
ized Practice of the Law section of 
the American Bar Association. 

It seemed to me that the Pyrrhic 
legal victory of the bar in Arizona 
and the recently published survey by 
Prentice Hall sponsored by the Mis­
souri Bar had created a climate in 
which a concise statement of policy 
in our industry at the national level 
would help to reverse the course of 
this history of controversy and which 
hopefully could become the basis for 
relegating it to the state or local 
level where, without the participation 
of any national association, differ­
ences might be resolved peacefully 
and more in the public interest than 
has resulted from litigation. 

It continues, however, to be the 
judgment of your Board of Gover­
nors by a substantial majority, that 
any effort at reconciliation at the 
national level would have little chance 
of success and might constitute a 
disservice to many of our members. 
I bow to that judgment. Neverthe-
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less, my own philosophy on the sub­
ject of relations between abstracters, 
lawyers and title insurers in real 
property transactions remains un­
changed, and I propose to expound it, 
in a non-representative capacity, 
whenever the opportunity arises. It 
is based upon the premise that con­
flicts-of-interest are inevitable: 

(a) Whenever a practicing lawyer 
attempts to engage in business, 
particularly a business related 
to the practice of the law, 

(b) Whenever a title insurer at­
tempts to substitute for a law­
yer in real property transac­
tions, 

(c) Whenever an abstracter-agent 
attempts to represent more 
than one title insurer principal, 
or whenever any of the three 
groups atempt to serve two 
masters in any but an admin­
istrative or clerical capacity. 

When I apply that philosophy to 
the methods of all bar related title 
assuring organizations, and s o m e 
commercial title insurers, abstracters 
and practicing lawyers in the conduct 
of their respective businesses, as re­
lated to real property transactions, I 

"A PLACE 

UNDER 
THE SUN" 

arrive at certain ethically principled, 
though practical conclusions or solu­
tions of the controversies. Most of 
you have heard them. Should anyone 
else be interested, they are available 
for the asking. 

If I have sayed amisse 
I am c o n t e n t that any man 

amend it, 
or if I have sayed to little 
Any man that wyll to adde what 

hym pleaseth to it. 
Roger Ascham 

In closing, I wish I could find words 
that would express adequately the 
feeling of deep personal privilege 
that was accorded me this year to 
work with and for the members, the 
governing board and administrative 
staff of this Association. Though few, 
if any, goals were achieved, we may 
have gained a yard or two on bal­
ance. My wife and I shall recall the 
year's experience most often in deep­
ended and treasured personal rela­
tionships with many of the finest 
men and women engaged in any com­
mon enterprise. 

Respectfully, 
William H . Deatly 
President 

$118 PER PRINT 
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quality. Lo, these many years, Photostat is still the Prince Charming 

of the photocopy field. Its virtues are legion. Copy production can be 

continuous. You don't wait forte t prints, because you can depend on the 

unswerving Photostat uniformity from roll ... to roll ... to roll. It copies 

anything @ @ ... without any limitations, making a permanent 

image on durable, permanent paper. Photostat offers a wide choice 

of photocopy papers ... each one capable of producing finely detailed 

copie ... the sharpest you've ever seen. There are even lightweight 

Photostat papers, opaque or translucent, that reduce bulk, save space 

and lower postal charges. Photostat papers are trustworthy without being 

expensive. To live happily ever after with your photocopy requirements, 

you should choose Photostat brand papers. For the ultimate in happy 

. tr.;i J~ 
result , we uggest marrymg Q Photostat paper to our wonderful 

Photo tat Photocopiers. A word to Itek Business Product , Photostat 

Corporation , Rochester 3, New York, will bring you the full story. 



A WELCOME TO CALIFORNIA 
WILLIAM BRELIANT, President, Security Title Insurance 

Company, Los Angeles, California; President, California 
Land Title Association 

Members of the American Land 
Title Association, Mombers of the 
California Land Title Assooiation, At­
tending Ladies and GC'11llcmen: 

As President of the California Land 
Title Association I want to extend to 
eac<h of our visitors a warm welcome 
from the California Land Title indus­
try. After ten years we are again 
happy to welcome the American Land 
Title Association to Califo11nia. 

I am sure that you will find your 
host city, San Francisco, will live up 
to California's hospitality. We will do 
everything we can to mak,e y,our vlsit 
here a memorable and happy one. 

Those of you who have not been 
in California in recent years will see 
startling ch an g es ·throughout the 
State. Our continuing growth has set 
off buildi1ng programs that are a1ter­
ing tJhe face of ou r countryside, and 
the appearance of our cities. 

Keeping pace with this growth is 

producing problems in the makeup of 
our plants and systems. It is resulting 
in a tremendous expansion of the title 
business and tremendous expectations 
of the title business. 

As a member of the California Title 
Indu try and on behalf of all mem­
bers of the California Land Title 
Association, I cordially invite you to 
visit the title plants of our California 
Land Title Association members dur­
ing your vis-it to California. 

In the iten years since your associa­
tion has met in California we have 
entered the space age. Its full impact 
on space is still to be felt but before 
we start worrying abou t outer space 
we have the down to-earth problems 
to be olved here. I hope y.ou find 
some of the solutions while you are 
here, and that your visit with us in 
San Francisco is both pleasant and 
profitable_ 

Thank you. 

Welcome to San Francisco 
HAROLD S. DOBBS, Acting Mayor 

of San Francisco 

San Francis o is really delighted to 
have you. I note from your program 
the last t ime you were in San F 'rarri­
cisco officially was in 1939. Since t hait 
time many ,t hings have happened ito 
this city, and as you are all aware 
there was a war during that time and 
I am sure there is very little here 
today that resembles what you rnw 
before except the beauty of San Fran­
cisco, our hills, our cable cars, our 
h otel rates and ,our friendly police offi­
cers. 

As a matter of fact. I m ight tell 
you during your stay please feel free 

to speak in any manner you deem 
appropriaite to our police officers or 
just tell them who you arc and if 
they don't respond properly just give 
them my name. It may help you . 

The ladies are here; t hey should 
feel free to shop at our stores and 
use the credit privileges offered and 
agaln, if you have any difficulty ju st 
call. Th e Mayor's office will be happy 
to arrange almost anything. 

But today I am here to say to you 
that the proclamation which was is­
sued by the City and County of San 
Francisco designating this as "Real 
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Estate Title Week" is in recognition 
of the members here in San Fran­
cisco. 

We are always 1pleo.sed to have the 
representatives of free 1enterprise 
here. We like free enterprise in San 
Francisco. Everythlng good that has 

happened here has happened as a re· 
sult of free enterprise and so I am 
here to welcome you because you are 
kieeping America alive. When you 
come to San Francisco it is recogni­
tiion again that San Francisoo is a 
great American city where free en­
terprise will always run the Govern· 
ment and the Government will stay 
in the background simply to keep 
order. That is all we are 1suipposed 
to do. And I say this to you iin con­
clusion, 1that I hope your stay will be 
a plea ant one. The weatherman says 
there will ibe some rain rtoday but I 
will take care of that. There will ibe 
no rai1n. 

I had a call yesterday morning at 
5:00 o'clock in ·the morning, at my 
home--! was asleep and my boy an­
swered 1:!he phone. We always muffle 
our phone and he ieame in to me and 
awakened me and said that there 
was someone on the phone who said 
that there is going to be a tidail wave. 
Well, I get ful11Ily calls at home and 
I almost didn't respond to it, but I 
found there was some chance or other 
thait we could have a tidal wave in 
this area as the resuM of the tidal 
wave in the Hawaiian area. Fortu· 
nately it did not occur. We didn't 
want to g·et you off the front pages 
and that's the reason I quieted every­
thing down. 

In conclusion, have a wonderful 
stay in our city. If there is anything 
we can do in the Mayor's office for 
you, we promise to do so at any time, 
day or night. 

Thank you. 

Response to Address of 
Welcome 

CLEM SILVERS, President, American Land Title Association; 

Owner F. S. Allen Abstract Company, El Dorado, Kansa 

I am pleased that I was asked to The "flatness" of the Marina Dis-

make this response today because it trict appealed to this bewildered Kan­

gives me the opportunity to publicly sas "boy" and his Kansas bride of 

express my love and profound respect four years. 
for your great city. But San Francisco is irresistible! 

However, I cannot help but com- Within two months, we were envious 

pare your warm welcome with the of our friends who had chosen "apart­

first welcome that I (and perhaps ments with a view" on Telegraph 

many others in this room) received Hill, Russian Hill, Pacific Heights or 

some twenty years ago, when I was near Twin Peaks. 
greeted, not by the acting mayor, but However, the Marina had its ad­

by the Port Director of Uncle Sam's vantages. We could walk to Yacht 

Navy. (The accommodations I am Harbor and watch the ships come 

en j o yin g on this trip have IM- under Golden Gate Bridge. And we 

PROVED also.) were near the Presidio. 
To one who had spent all of his It was our good fortune to remain 

days on the vast prairies of Kansas. in San Francisco for a year before 

this "stacked" city, where p e op 1 e being transferred to other ports and 

literally "live on top of each other," the high seas. 
in cliff-hanging apartments, on per- San Francisco is the most cosmo-

µendicular streets, was frightening. politan of all cities. Here you can see 

- 14 -



the whole world. There is Little Italy, 
Little Russia, Little Japan, China­
town. Why, nations were working 
and living together here in San Fran­
cisco long before the United Nations 
was born. 

Weve I only to list, for my friends, 
all the opportunities that San Fran­
cisco can offer them, my short re­
sponse would become a lengthy ad­
dress. 

Since the writer, William Saroyan, 
paints word pictures that express my 
sentiments, may I borrow from his 
words and add some thoughts of my 
own as I urge all of you to make the 
most of your visit. 

''San Francisco is the genius of 
American cities. It enlarges the spirit, 
educates the heart, deepens the ex­
perience of living. It is the whole 
world recreated as a single work of 
art. It has everything-sea, earth, sky 
and the wonderful world of people! 

"There are no end of ways of spend­
ing one's time in San Francisco, pleas­
antly, beautifully, and romantically. 
Eat any k ind of dish. Drink any kind 
of wine. Play any game you care to 
play. Go to the opera, the symphony, 
the .concert, the stage play. Loaf in 
the 'high-toned ibars' or the 'honky­
tonks.' Bet <On the horses. Go to the 
Golden Gate Park. Go to church, beau­
tiful churches, beautiful and old. Ride 
the cable cars, and, if you really want 
an experience, drive your car up Rus­
sian Hill on Lombard Street. 

"If you are alive, you cannot be 
bored in San Francisco. If you are 
not alive, San Francisco will bring 
you to life." 

We of the American Land Title 
Association assure you, Mr. Dobbs, 
that we are grateful to be here in 
the most picturesque: city in the 
world, and we are looking forward 
to the next rthree days as your guests. 
Thank you for having us. 

Report of Trustees, AL TA 
Group Life Insurance Trust 

MORTON McDONALD, Chairman of Board, 
The Abstract Corporation, De Land, Florida 

Another report is due you on the 
operations of the ALTA Group In­
surance Trust. There are some inter­
esting items to report this time. 

You will recall ithat when this pm­
gram was begun, the prilncipal range 
of •COVeraige depending on income wars 
from $2,500 to $20,000. Under this 
plan we now have something over 
$6,100,000 of insurance in force. It 
was felrt that there should be some 
changes in rthis program. Chang·es 
were made with the idea that more 
people would become interested. The 
amounts of dnsurance were scaled 
downwaro so instead of four major 
divisions dn amounts of insurance it 
was changed rto six major divisions 
ranging from $1,000 to $20,000. An­
other million in coV'erage has 1been 
added under this plan. So, we now 

have in force somethi11g over $7,100,· 
000. 

This sounds like a good lbit of cov­
erage. It is, but it is 111r0t nearly as 
much as we should have with suoh 
a program. The cost of the coverage 
is as competitive as any I know. The 
plan was estaiblished primarily to 
assisrt the smraller companies who 
could not get such coverage other­
wise. It is not to the exclusion of 
the larger companies and I think it 
would be of interest rto mru1y if you 
would only take the time to examine 
the program. 

We hav:e completed five years of 
the plan. At the rend of the first year 
we paid a 10 per cent dividend. The 
second and thiro years we paid 1110 
dividend. At tihe end of the fourth 
year we paid a dividend equalling 5 
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per cent for that year and 5 per cent 
each for the two years skipped. This 
year we declared another 10 per cent 
dividend that you will he receiving 
shortly. 'Dhat means an ave:mge of 7 
per cent to date in dividends. During 
this same period we hav,e paid ithe 
beneficiaries of the policies a total 
of $220.250. In additton we ihave a 
comfortable reserve for the future. 

Our Consultant, Mr. Clifford Gould, 
has resigned. We do not expect to 
have a successor :Dor a while. We feel 
ithat we should not move too fast in 
>this respect. 

Mr. Joseph Snyder of Chicago has 
resigned as Trustee. The Board of 
GoV'ernors of the American Land 
Title Association has named Mr. 
Frank Kromer of Chicago as his 
successor. We welcome him on the 
board. We have enjoyed the associJa.. 
ti on with Joe Snyder and hate to see 
him resigin but feel we have a splen­
did successor. 

We expect to spend some time and 
effort in promoting ithis program dur­
ing the next twelve montlhs. The 
Trustees have authorized me to at­
tend State Title meetings wherever 
possible, when invited by the officers 
of the State Association. I will pre­
sent the program to the members at 
State Association meetings with ;the 
idea that we can reach more mem­
bers than we can at •the national meet­
ings. This service is being offored to 
the various State Associations with-

DON'T 
ALTA 

Mid-Winter Conference 

Riviera Hotel. 

March 11, 12, 13, 1964 

Las Vegas, Nevada 

out cost to them and without cost to 
ibhe American Land Title Association. 

A number of people have asked 
the question, "What do the Trustees 
get out of this?" and we say again, 
we serve without compensation inso·­
:far as dollars are concerned. We have 
the satisfaction of seeing that anoth­
er fringe benefit is made available to 
the members of the Association to· 
gether with their employees_ 

I feel closer to this program 1Jhain 

ever now. Just last Monday, October 
7th, the manager of my Ocala office 
died suddenly. He was 44 years old. 
It certainly is a satisfying feeling to 
know that his widow and son will 
receive a sizable check because his 
"boss" was far-sighted enough to have 
this fringe benefit. Would you be able 
to take a check to the widow or 
orphan of one of your employees for 
from $2,500 to $10,000? Could your 
widow look forward to an extra 
amount of from $7,500 to $20,000 if 
you suddenly dropped out of the pic­
ture before what is considered your 
allotted time? This is not said to be 
morbid, but to get you to think of 
these things. Take action now. If 
you do not have a group life insur­
ance •program in your company, drop 
a line to Mr. Joseph Smith at our 
Washington office and request him 
to send you the necessary papers to 
qualify. 

11his is your program, put in for 
your benefit. Take advantage of it 
now. 

FORGET 
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Today's Challenge to 
Tomorrow's Freedoms 

HON. KARL E. MUNDT, Senior United States 
Senator, Repl'lesenting the State of South Dakota 

Thank you very much, Mr. Presi­
dent, and good morning ladies and 
gentlemen of this magnificent con­
vention in this beautiful western com­
munity. 

I bring you greetings from the 
great State of South Dakota where 
we have four faces on Mount Rush­
more and five faces on the Fischer 
Body Production Plant at Aberdeen, 
and where we have 15 million pheas­
ants awaiting as of this Saturday to 
welcome you on the opening of our 
pheasant shooting season. 

May I say, sir, I like to come to 
conventions. I think the convention is 
a great American invention that no 
other country in the World is quite 
able to duplicate. The American con­
vention is where you get together and 
swap ideas with people-people work­
ing associated fields. You pick up 
some new acquaintances, you reaffirm 
some old friendships. I do not know 
who invented the American Conven­
tion, but I expect it was the manufac· 
turers of Alka Seltzer or aspirin pills 
or something along those lines. 

Conventions have the habit of turn­
ing day into night and night into day, 
and it all gets kind of mixed up at 
meetings of this type. Married people 
act like single people and single peo­
ple act like married people. 

All conventions are wonderful 
things and I don't think things would 
be quite the same if we didn't have 
this wonderful thing called the Amer­
ican convention . 

I am especially happy to be here at 
a. convention like this because it re· 
lates to a business with which I am 
somewhat familiar. 

I did after some years of service 
rise to the position of Secretary· 

Treasurer of the Mundt Land Loan 
and Investment Company, a firm en­
gaging in making first mortgages and 
transfers of real estate, and of course 
without a guaranteed title you go out 
of business pretty fast, so I found out 
the problems of the people engaged in 
your profession who give an Ameri· 
can a title to omething which he 
knows is sound and sure, and which 
in our country gives the owne,r pro­
tection. 

Part of our business was making 
first mortgage loans. We would make 
the loans to the house owner on the 
real estate and sell the loan to invest­
ors like Prudential Life Insurance 
Company or to the Northwest Mutual 
Insurance Company, and we got along 
fine until there came about in the 
early 30's what was called a Depres­
sion and many people had no work so 
money was scarce, and somebody in 
Washington invented an institution 
called the HOLC, the Home Owners 
Loan Corporation. Some of you may 
remember something about that, and 
this Government investment company 
had access to more funds than we did 
and it received an i,nterest rate a little 
bit lower or gave the bo,rrower lower 
rates of interest. However, we man­
aged even so to get along against this 
Government competition for a time. 

We made loans to people needing 
the money and we gave them the per­
sonal attention so important to suc­
cessful business. If somebody came in 
with a sick wife or somebody in the 
hospital, or some emergency, we 
would arrange to work with him and 
maybe we deferred the interest and 
kept his mortgage payments up to 
date whereas the Government em­
ployee didn't have that latitude. So 
we operated with this personal basis 
and we managed to compete with 
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Uncle Sam for quite some time until 
the Depres ion got worse and every­
body in the mortgage business started 
foreclosing the mortgages and that 
was tough because we got stuck for 
our bad judgment in making bad 
loans and then in addition we had to 
pay our share of the extra taxes that 
resulted from the bad loans that Un­
cle Sam made; so we closed the busi­
ness and I got into the business of 
Uncle Sam and I have been in it now 
for quite a few years. 

I have loved every minute of it. It 
is an interesting business and it is a 
business where there are lots of peo­
ple practicing it. It is already too big. 
Most businessmen want more busi­
ness, want business to expand, but 
there are a lot of us down in Wash­
ington who would like to see our busi­
ness contract and grow smaller in­
stead o·f growing too big. 

I want to talk, as the Chairman 
said, about "Today's Challenge to To­
morrow's Freedoms," primarily as 
one businessman to another. I shall 
speak as a fellow who is on lend lease, 
as it were, down in Washington, 
where I have been on the wrong side 
of the Potomac River, as a Senator 
trying to understand the procedure 
through a businessman's viewpoint 
and applying a businessman's logic to 
the problems which are arising. I 
have concluded in my own mind that 
the biggest single threat to the free­
doms which we enjoy presently in this 
country can be designated and defined 
in that quaint manner that we have 
down in Washington by using a series 
of initials. 

I use the initials TMG. I think the 
biggest threat to your freedoms as we 
have them in America now is repre­
ented by TMG, Too Much Govern­

ment. 

I really believe that. 

This is not uniquely an American 
problem, it is a global problem and it 
is a problem of the 20th Century. It is 
especially a problem of the decade of 
the 60's of this 20th Century. It is one 
which faces us wherever we look be­
cause all of the world's free people 

are struggling with the problems of 
keeping Government large enough to 
do the things which are required of 
it and from becoming so large that it 
destroys the opportunity and the ini­
tiative and success which the rest of 
society desires to have. 

And, we in the United States are 
not immune from this global trend. 
We didn't start it but we are caught 
up in it. The whole business of there 
being too much government has been 
plaguing the world almost since the 
beginning of the 20 th Century. 

Go back in your memories to the 
decade of the 30's. We saw TMG, Too 
Much Government, represented in 
Nazism and Fascism and syndicatism 
and the various one-man totalitarian­
ism concepts developing at that junc­
ture o·f history which as we all know 
continued right up to the World War 
in 1940. This business of the wars 
came when mankind was trying to 
fight back an attempt of the individu­
al to control everybody, to develop a 
totalitarianism concept and make 
Government all-powerful and so au­
thoritative that people didn't count 
any more. They were to be slaves, 
just puppets, the cogs thereafter in 
the great big national Government 
wheel. The decade of the 40's was 
thus largely a decade of war against 
Big Government just as the 1st and 
2nd decades of the 20th Century were 
so largely marked by bloodshed and 
reconstruction to make the world 
safe for democracy. 

Then the decade of the 50's was 
devcted to correcting the devastation 
of war, trying to re-enforce and re­
align the varicus powers which ex­
isted in the world, the shift from 
one kind of tctalitarianism to an­
other form of totalitarianism, the 
elimination of the Nazis and Fas­
cists, the shift to the Communism 
oncept of colle tivism. Communism 

has now become a tremendous glob­
al movement. Today it is as large 
as we are and has more people un­
der its domination than we do and 
represents for all of us a challenge 
in peace time, and in war, which 
somehow or other we must sur­
mount and turn back or confront 
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the grim necessity of meeting it 
head-on in nuclear war. The Appro­
priations Committee of the Senate 
was told by the Secretary of De­
fense that if it comes down to a 
shooting war with Russia, everyone 
using the nuclear capacities which 
it now has, that there is the strong 
likelihood that in the first sixty min­
utes of that next war three hundred 
million casualties will take place. 
Roughly a hundred million Ameri-
ans and Canadians, roughly a hun­

dred million people behind th Iron 
curtain, and roughly a hundred mil· 
lion people in between. 

This is why we have developed so 
much military power, the weaponry, 
with which to enforce peace. We 
confront here in the 60's decisions 
which are pretty fundamental to our 
survival where a bad guess in for­
eign relations or perhaps in eco­
nomics can destroy for all of us every 
dream of security and progress and 
opportunity and success that we are 
worki,ng for, the plans that tran­
spire the blueprints, all the things 
we may build and look for to occur 
in business destroyed by a bad mis­
calculation made by the politicians 
in our Government. 

As I said here earlier, this is the 
decade of decision in this era of 
survival. I think it is here in this 
country in this decade that you and 
I and other people like us are going 
to decide how much Government we 
want and how much we trust our­
selves and our neighbors and our 
competitors and our associations to 
do the decent and proper and ethi­
cal things without the compunction 
of a Federal Law and without the 
surveillance of a Federal Auditor or 
Federal Inspector. I don't know wh:it 
we are going to decide and it is not 
my purpose to suggest what I think 
folks like you should decide, but it 
is my purpose, as I go around talking 
to business groups throughout the 
country, to be sure that everybody 
in the private sector of our great 
society understands the forces that 
are at work, the problems which 
pile up and the fact that the deci­
sion is ultimately going to be made 

at home where the lawmakers are 
made and not down in Washington 
where the laws are made. It is going 
to be made by people like you in 
the voting places of your own home 
towns. 

The decision is going to be made 
by honest and honorable people in 
the polling places of America. That's 
where the decisions are going to be 
made, not around the cabinet table 
in the White House or in the legis­
lative halls of Congress. They are go­
ing to be made by people at home 
with a voting pencil in their hands. 

Now, when I said I don't know 
where we are going or what decision 
will be made, I have evidence to 
back this up. Nobody in America can 
answer those questions today. 

We have had two national refer­
endums in the decade of the 60's, one 
in 1960 and one in 1962. We are go­
ing to have three more, '64 and '66 
and '68 As sure as I am standing 
here I am convinced that before that 
final referendum in 1968 is complet­
ed and the votes are counted we are 
going to make completely and ir­
revocably a decision as to which way 
we want to have America go. This 
is a fundamental decision and we are 
taking our time about it because as 
a group of private citizens I think 
we do not know ourselves as yet just 
what we want to have happen in 
America. But America is going to 
make up its mind and Americans are 
going to make it happen before this 
decade is over! 

Let's examine the election cf 1960. 
Two fine young Americans were com­
peting with each other for the Pres­
idency. I happen to know them both 
unusually well. They are both friends 
of mine. I have served with both 
Jack Kennedy and Dick Nixon. I had 
served on special committees with 
each of them several times so I knew 
them better than I knew an ordinary 
colleague. I admired their energy and 
their vision and their determination 
and I watched the campaign and 
their work in it, I suppose, with more 
than just an ordinary interest be­
cause I knew so much about it, the 
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intimate thoughts and the plans and 
dreams, or aspirations of the rival 
candidates. They did in the campaign 
just exactly what I expected them to 
do. They told America exactly what 
they proposed to do if they were 
elected to the Presidency. 

You remember the campaign? Mr. 
Kennedy went up and down the 
highways and byways of America 
saying that it's time to get America 
going again and he gave us a formula. 
He said that we have to get America 
off of dead center and moving agai1n, 
and the way to do this is to give 
more power to people in political po­
sitions in Washington so they can 
apply more pressure, thus giving 
greater push to get America moving 
ahead in the field of National growth, 
in the field of economic advancement, 
employment, the field of education 
and health and social benefits and 
that is the way he proposed to get 
America moving again. That is, to 
give the politicians in control, in po­
sitions of authority in Washington, 
more authority, more power, more 
money to spend to put to work his 
plans, and that was his way to get 
America going again, so Kennedy 
said. "If I get elected that is what 
I will do." 

Nixon began his campaign also by 
saying that we have got to get 
America going again. He said, "I want 
to do it in a different way. I think 
the rea on for our stagnation is that 
too much power is put in the hands 
of too few people in Washington." He 
said, "What we need are fewer pe-0ple 
in Washingtoin, smaller expenditures, 
less dictation and direction, more 
freedom oI the individual from the 
present government gauleiters so 
that private citizens can advance 
their successes according to their 
plans and their own concepts." 

Well, here was the chance, a 
chance for America to decide how 
much government it wants. How 
much authority should we place with 
the people or with the politicians? 
Where do you want the control ex­
ercised. Ln Washington or in your 
own offices and your own homes? 

But America didn't make any deci-

sion ! There was a very narrow mar­
gin, less than one per cent by which 
Jack Kennedy won the Presidency 
from Dick Nixon, but in the same 
election the same people voting on 
the same ballot increased the conser­
vative majority in the Congress of 
the United States by almost exactly 
the same percentage by which they 
elected Mr. Kennedy. This increased 
percentage in Congress held with 
Dick Nixon that government was al­
ready too big and too costly and too 
expensive. So we voted "yes" and 
"no" in the same election. Any stu­
dent of government, or if he were a 
student of history, could have pre­
dicted that Mr. Kennedy was not go­
ing to be able to get programs en­
acted by Congress when he had a 
mandate from the people to move 
one way while Congress had a man­
date from the people to do just the 
opposite, each by the same percent­
age, so nothing happened. And we 
took it back in 1962 for another ref­
erendum. What happened? Again we 
voted "ye " and "no"! And again the 
same people did it in the same elec­
tion. 

In that election of 1962 the people 
elected a Senate by an increased per­
centage which said the Senate's job 
primarily is to say "yes" to the White 
House because the President has a 
blueprint to the way to get America 
going again; he says spend it; so­
cialize it, order it, command it- this 
is the way to get it and we as Amer­
icans should go along and give this 
program a chance and so the Amer­
ican voters were saying this in their 
choices for the Senate. But in voting 
for the members of the House of 
Representatives, by the same per­
centage they increased the members 
against such a program . So the vot­
ters also said that they do not hold 
with the President's program because 
it calls for too much power and too 
much spending. 

So we have repeatedly expanded 
the national debt limit until it is the 
largest in our American history and 
only two or three pieces of major 
legislation have been passed by the 
current Congress because you have 
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got members of the Senate and 
House who are trying to reflect the 
sentiment of the people back home 
who elected them. The President 
says: I hear the people calling I 
should go that way. The Senate hears 
the people calling: You should go 
along with the President. The House 
of Representatives, which has to go 
back home for approval in Novem­
ber, a year from now, also hears 
the people calling, and they hear 
something else. They hear the peo­
ple saying, "Put on the brakes. Re­
sist the President." 

Ole was a hired man out in South 
Dakota and he had a girlfriend nam­
ed Tilly whom he was going to marry. 
She was a beautiful girl. She had red 
hair and green eyes and a fine com­
plexion and she was very curva­
ceous, but just about the time Ole 
was going to propose he went down 
to the barn and hanged hims,elf; and 
left a note which said, "Finally I 
gave up in despair. I couldn't make 
up my mind. Everytime I looked at 
Tilly her eyes said 'go' and her hair 
said 'stop', and I didn't kno,w what 
to do so I committed suicide." 

And that it what we have been 
doing in our last two elections be­
cause we are seemingly unable to 
make up our minds what we want to 
have happen in America. 

There are a hundred United States 
Senators and 435 Representatives but 
you have two million other people in 
the Federal Government, in the ex­
ecutive branch, but of these there are 
only two that you can influence; The 
President and the Vice President are 
the only two. The other two million 
can push you around and you can't 
even squeal effectively because the 
only people with whom you register 
are the politicians for whom you can 
vote or against whom you can vote. 
The rest of them in Washington 
won't listen to you even though they 
may be ,employed by you basically. So, 
you are going to have to influence 
your Senators, your Congressman, 
or the fellow who appointed and di­
rects these Bureaucrats because he is 
the man, he is the boss, he is the one 
then who calls the tune and sets the 
pace. He is, in fact, the President. 

While it is impossible for me to pre­
dict the answers to be written in 1964 
as to what America wants in terms 
of a revival or a restriction insofar 
as freedom is concerned, I think it 
is important for us to identify and 
analyze and understand what is oc­
curring, the forces that are at work 
and the desires and the destinations 
that these forces have. We should 
~now who are the peoi)le who want 
an all-powerful state and who are 
the people who do not want it. I do 
think this morning, not with any 
malice, not with any criticism of mo­
tive, that you should know who wants 
to take from you the power and 
money that you have and give it to 
politicians down in Washington who 
already have too much authority be­
cause once they have it, there it 
stays. And your money stays there, 
too! 

Analyze the forces at work in the 
last election or the last two or three 
or four elections and you will see all 
around u~ those who want an all­
powerful state. There is more than 
one group, so I shall mention first 
the Communism bloc. There are in 
this country, and I have this from 
an FBI report, that there are some 
thirty to thirty-five thousand Com­
munist operatives. There is an av­
erage of ten people in America who 
are influenced, dominated, or direct­
ed by each Communist member so 
that gives us some three hundred 
or three hundred fifty thousand 
people, who represent the size of the 
Communist impact in America. It 
would be a mistake to judge its ef­
fectiveness based on its numbers, and 
I am not going to do that. I suggest 
that all of us should spend a little 
time guarding the institutions of 
which we are proud and which we 
cherish from being infiltrated or in­
fluenced by Communist operatives 
and their innocent or cunning dupes. 

In this country Communists have 
an influence far beyond their mere 
numerical strength. In all events all 
our Communists are zeaJous support­
ers of Total Government. They want 
to exercise the freedoms which are 
presently yours. 

What I want to talk about, how-
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ever, are the three great forces in 
American politics and the emerg­
ence within the last decade of a 
fourth force and what it means to us 
as businessmen. 

Our political procedures and influ­
ences started significant changes in 
1936, at which time the Democratic 
National Convention was in process. 
This convention unknowingly re­
wrote the political formula for Amer­
ica by changing its convention rules. 
Up until then it required a two­
thirds vote to nominate a President 
and delegates voted by the unit sys­
tem. 

The Republicans had never fol­
lowed that particular procedure be­
cause we were a party that didn't 
have the problems of sectionalism at 
that time that the Democratic Party 
has always had. But at the Demo­
cratic Convention o.f 1936, a master 
politician conjured up the new rule 
that to get elected all that you needed 
was a simple majority for nominat­
ing a President and that you don't 
have to vote a convention delegation 
under the unit roll unless you are 
bound to do so by your own State. 

That opened up the doors for the 
development of a third political force 
in America which I propose to show 
is today the strongest political force 
in our lives, has the greatest infl.u­
ence over our future and which in­
tends before the end of the 60's to re­
write some of the economic and po­
litical history of this country. 

L t me point out how this great 
new third political force has devel­
oped. 

The first evolvement. That politi­
cal group called itself the CIO-PAC. 
It was run by Walter Reuther and a 
few other leaders and it later merg­
ed with the AF of L to become the 
Committee on Political Education, 
more commonly known as COPE . 

The Committee on Political Educa­
tion is still headed by Mr. Reuther 
who is surrounded by some of the 
best and ablest nolitical engineers in 
the country and he is operating in 
every primary and in every fall elec-

tion and at every level of the elec­
toral operation where he has aspira­
tions to influence or dominate the 
party of victory. 

COPE is now exercising its own 
political machinery and the courts 
have said it is doing nothing illegal. 
I don't know whether or not this is 
correct, but you have to accept what 
the courts say as proper in this coun­
try until the judges change their 
minds or until we change the laws, 
and so I presume that Walter Reu­
ther is doing a perfectly proper legal 
operation by which he has put to­
gether a third political force that 
makes the Democratic National 
Committee and the Republican Na­
tional Committee look like pygmies 
by comparison. This is the thing I 
want you to know because unless you 
understand this it is pretty hard to 
fight effectively on either side of the 
ideological issues which are going to 
be decided for all of us, I am con­
vinced. by the end of the 1960's. 

The strength of Walter Reuther's 
new COPE, the strength of the Com­
mittee on Political Education, is not 
entirely in its numbers. It is impor­

tant because in whatever state you 
may happen to come from, that or­
ganization, COPE, has more people 
working full time politically than the 
Democratic National Committee or 
the Republican National Committee 
combined. It is important because 
COPE issues more pieces of political 
material day in and day out between 
elections than both the Republican 
National Committee and the Demo­
cratic National Committee combined. 
It is imvortant because COPE keeps 
and publishes an index on the voting 
pattern of every member of the 
House and Senate and uses this vot­
ing index to try to defeat or elect 
Senators and Congressmen on the 
basis of their service to the causes 
and the concepts advocated by COPE 
and its associated political allies. 

COPE is important finally because 
it is building a political war chest 
which is going to enable it. in the 
next campaign, to spend more money 
in that election selecting and elect­
ing candidates who will vote its line 
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and represent its wishes than the 
Democratic and Republican National 
Committees combined can legally ex­
pend. COPE is well financed, it is 
well headed, it is not a Communist 
front, it is legal and it has a single­
ness of purpose. It knows what it 
wants, whom it wants to elect and 
whom it wants to defeat, what it 
wants to do and it knows how to do 
it. 

COPE has the best training man­
ual for political workers in the 
United States today. 

It is a book of some 250 pages and 
it tells how to win friends and in­
fluence people at election time. It de­
tails the manner and pro edures by 
which ordinary private citizens can 
become highly effective political 
workers. 

It emphasizes the lesson that every 
successful political person has to 
learn and that is that politics is a 
mathematical business of addition 
and multiplication, not of substraction 
and division. It is a mathematical 
formula to win in politics, to put 
across the ideology, to protect the 
business or property or the function. 
You have got to do it by addition 
and multiplication, and not by divid­
ing yourself away from the voters 
and by subtracting or alienating the 
people you don' t like or with whom 
you have some minor disagreements. 

Walter Reuther started with the 
very same people he had a long time 
ago, and they kept adding and mul­
tiplying and making common medi­
cine with every big city political ma­
chine in America today. A big city 
political machine doesn't care wheth­
er it is a Democratic machine or a 
Republican machine. It doesn't have 
a philosophy of government. It does­
n't care about political concepts and 
economic principles. It tries to get 
America going again by letting the 
politicians run everything or to get 
America going by giving office hold­
ers more money and authority. The 
big city political machine has no 
philosophy. It wants power. It wants 
patronage. It wants prestige, to have 
something to say in the selection of 
people for any office so it can keep 

/its new authority, so COPE says, 
"Look, we have got the workers, we 
have got the troops, we have got 
the victory plans and we have got 
the money. We can help you stay 
in," and so they work together with 
big city political bosses in a common 
motivation because each serves its 
own specific purpose. 

Consider next Americans for Dem­
ocratic Action (ADA). It is not an 
unpatriotic organization. It is not a 
communist organization. It is a 
group of so-called self-proclaimed in· 
tellectuals. They have Phi Beta Kap­
pa keys, they have individuals who 
are educators, they have men with 
doctors degrees, and they think they 
are pretty smart. They have got en­
ergy, and they have got contempt 
for individuals like you and me, be­
cause we are the poor stupid busi­
nessmen trying to make money and 
pay taxes and trying to make our 
own decisions whereas the ADA peo­
ple consider themselves intellectuals 
who are perfectly willing to take on 
our problems and solve them for us­
and at our expense! 

The ADA has a lot of answers, 
more answers than there are prob­
lems, and so they think it is their 
duty to provide them even though 
they have to invent their own prob­
lems. I don't condemn them because 
I think they are unpatriotic. I simply 
resent them because they have lost 
confidence in the people. They have 
forgotten the basic concept of this 
country's government. They have 
never suggested a solution to a sin­
gle problem which didn't include giv­
ing people in jobs like mine more 
power over people in jobs like yours. 
No place in the Americans for Dem­
ocratic Action program have you 
ever seen them say, "Let's give the 
people more power, more authority, 
more freedom ." They always and in­
evitably recommend giving more 
power and more authority to some 
politician down in Washington. They 
have lost confidence in people and 
so Americans for Demrocratic Ac­
tion, who are the figurers and dream­
ers and planners, find the muscle­
men they need in Walter Reuther's 
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organization for political action, 
(COPE) and that is why we have a 
third power in American politics. 

And that's not all. The Big Gov­
ernment Crowd have with them in 
addition to COPE and ADA and the 
Big City Political Machines various 
special interest groups who join them 
in political campaigning for some 
special purpose or when they want 
to elect a party or a candidate fav­
orable to their pet projects or pro­
grams. Thus, they have put together 
this whole package of political pres· 
sures and each group seeks to benefit 
its own special purpose or program 
once victory is achieved. 

They move into other areas as well 
- take the Civil Rights issue, for ex­
ample. 

You have in addition to COPE and 
ADA, the National Association for 
the Advancement of Colored People, 
that represents a bloc that can be 
used politically and you put those 
together and let me tell you, my 
good American friends, you have in 
operation a third force in American 

politics toda.y that is making a sham­
bles out of our two-party system that 
has kept you free and made you pros­
perous from our very inception. You 
have got to vary your thinking 
about our pattern of American poli­
tical activity or else you virtually 
become entirely impotent members 
of our great American body politic. 

I can tell you that today in Wash­
ington people out of COPE head­
quarters and the various other 
groups that I have mentioned, can 
call up mo'l'.'e members of the United 
States Senate and the House of Rep­
resentatives and demand that they 
vote a certain way and deliver their 
votes than can the leaders of either 
political party. It's an old rule in pol­
itics if you double cross anyone you 
don't stay there very long and if 
you accept the help of the group that 
put you in authority and then turn 
your back on them they hate you 
with a vengeance, and so we have 
for three decades been developing 
this third force in American politics 
with no counter-balancing fourth 
force to offset its influence. 

This third force has been attack­
ing the things that keep men and 
women like you in your businesses, 
private ownership and the private 
transfer of private property. Once a 
piece of land or a piece of property 
gets out of the hands of private own­
ership and into my hands, a govern­
ment employee, then we take care 
of it from that point out. 

Once you destroy the right of peo­
ple to own and transfer private 
property you destroy the need to 
guarantee a piece of property's title 
because once Uncle Sam has it there 
is no appeal from that type of pro­
prietorship and that kind of owner­
ship. 

Therefore, my fellow Americans, I 
point out that I think it is highly 
important that there be a fourth 
force to put our national political 
campaigns back into balance again. 
By and large this thing has been 
developing, it is all in evidence and 
it has been evolving before our very 
eyes. You just need to go back in 
American history. Do you remember 
the Democratic National Convention 
back in Chicag0 when a great Amer­
ican was chosen for renomination 
and they were thinking about who 
would be the Vice President? The 
Presidential nominee said it then and 
he said it right over the radio where 
we all heard it. He stopped to ana­
lyze these new political forces and 
then he said, "You have got to clear 
it with Sidney." You remember that, 
friends? Of course you do, but per­
haps some of you have failed to re­
alize its full significance. 

It's an historic phrase now. Sidney 
worked with CIO-P AC and with 
COPE. The evidence is there if we 
hunt for it and if we look for it. 

Now, from the experiences and de­
velopments of this decade, a fourth 
force is finally beginning to emerge 
in this country within the last five 
or six years, so we can have a fair 
fight, and that's all I want and all 
any good American should ask. I 
don't know which side is going to 
win . I just simply believe that those 
who believe in their free and tradi-

-24-



tional constitutional concepts have 
no chance to win if they fight alone 
in one corner while they have this 
third force which is bigger and far 
better unified than either political 
party, is working against them, s6 
a fourth force is vitally needed to try 
to balance this thing up so we can 
have a fair contest with neither point 
of view having an unfair advantage 
over the other. 

Strangely this new fourth political 
force grew up in America from the 
spirit and spunk of the freedom lov­
ing businessmen, professional men 
and conservatives, citizens of this 
Republic who for so long had done 
so little to protect or to promote 
themselves. Constitutionalists and 
conservatives for thirty years have 
been concerned about American 
trends and with taxes getting higher, 
the integrity of the dollar diminish­
ing from a hundred cents to a dollar 
to less than fifty cents, all this is 
happening to people who believe in 
something, in something called the 
American system. But for nearly 
thirty years also the only answer of 
business and of the professions has 
been, "nolo contendere." It has al­
most been a confession of guilt with 
no defense. They virtually pled guilty 
paid the fine and didn't fight back 
and I can understand that . It can be 
awfully tough fighting back if you 
fight alone or without organized al­
lies. If you fight back the income tax 
examiners come, and if you are fight­
ing back it may be that you will 
have trouble with the inoome tax ex­
aminer, or get a Government contract 
cancelled someplace along the way. 
So business leaders have been kind 
of afraid to fight back until finally 
they began to realize that once you 
have lost the fight entirely there then 
is no chance at all to fight back. 

Now, however, if you want to fight 
back you don't have to fight alone, 
because the medical doctors started 
this whole business of building a 
fourth force in American politics in 
the early part of the decade of the 
'50's or the later '40's. They organized 
to fight against socialized medicine. 
It is not important whether you like 

socialized medicine or don't like it, 
whether you think it is good or bad; 
the doctor's didn't like it and they 
decided they would do something to 
stop it, and they had some initial 
success. They didn't say to a candi­
date: "Are you a Democrat or a Re­
publican?" They went to the Con­
gressional and Sena to rial candidates 
and asked "Where do you stand on 
socialized medicine? If you are 
against us, we are against you. r.: 
you are for us, we will help you." 

Well, it got results and from that 
they have organized an institution 
called AMPAC, a political organiza­
tion modeled and tailored precisely 
on Walter Reuther's COPE pattern. 
You can't do any better. This success 
stimulated other people to fight for 
the protection of private power, pri­
vate insurance, private transporta­
tion and private ownership and en­
terprise generally. 

AMPAC, however, is belately real­
izing that it alone cannot win the 
fight against the socialization of 
America- it alone cannot even de­
feat Socialized medicine or stop it 
from being imposed upon America 
by degrees, one insidious step at a 
time. It is now ready, willing, and 
able to join up with other like-minded 
groups who believe in a free America 
and private ownership just as COPE 
so readily joins up with other groups 
desiring to concentrate more power, 
spending, and authority in Washing­
ton. 

And, today, AMP AC no longer 
needs to fight alone. Many individual 
Americans as well as business groups 
fearing the growing encroachments 
of the Federal State are now organ­
izing to protect themselves and to 
preserve the American concepts 
which have made us the unrivaled 
leader of the World. Some five years 
ago a group of these Americans met 
and organized a group which is now 
nationally recognized and respected, 
known as Americans for Constitu­
tional Action (ACA). These citizens 
want to preserve and protect the 
Constitutional concepts which have 
served us so long and so well. They 
Vigorously, openly, and I am happy 
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to say rather successfully, oppose the 
paternalistic Federal programs 
espoused by COPE and ADA. ACA 
opposes the socialistic proposals of 
ADA and it challenges the COPE­
ADA political third force by provid­
ing a great and growing political 
fourth force which, with AMP AC and 
other hoped-for allies, is prepared to 
fight the battle for freedom on 
American soil by use of the ballot 
and the polling place. It is putting 
our American political pattern back 
into balance again and it provides a 
responsible and respected organiza­
tion through which good Americans 
can work to preserve their individual 
rights and freedoms. Memberships 
start with a minimum contribution 
of $5 per year which includes a sub­
scription to the Congressional voting 
index and other useful information 
and material. National Headquarters 
of ACA is located at 20 E Street 
N.W., Washington, D.C. National 
Chairman of Americans for Consti­
tutional Action is Admiral Ben Mo­
reen, organizer of the Navy's Sea 
Bees, 1941, and former Chairman of 
the Board, Jones & Laughlin Steel 
Corporation. 

The Americans for Constitutional 
Action is out to reject the unrealistic 
ideology of Americans for Democrat­
ic Action . ACA is non-partisan but it 
is strictly a political action group 
supporting its friends and opposing 
its enemies precisely as COPE has 
done almost without opposition for 
many years. 

Then we have the ECO. The Com­
mittee on Effective Citizenship. It has 
suggested to chambers of commerce, 
to trade associations, to conventions 
and groups like yours, that unless 
you are willing to pool your free dol­
lars you are going to lose them be­
cause nobody else is going to fight 
your battles and ECO is not inter­
ested in a specific project; it is in­
terested in our free enterprise phil­
osophy. ECO is not interested in any 
industry; it is interested in ideals. 
ECO believes in people and helps 
train them to work effectively to pro­
tect themselves. 

So the Committee on Effective Cit-

izenship trains young people in bus­
inesses, in every walk of life, in the 
functions of practical politics. ECO 
then sends them back to become ac­
tive and they have become active and 
highly successful in a growing num­
ber of political campaigns. They have 
done a good job. They have just re· 
leased to the employees of General 
Motors a booklet on how to under­
stand the machinery of government 
and how people are elected, how de­
cisions are made and how both tax­
es and jobs are created. It is more 
important that these young Ameri­
can business and industrial leaders 
understand the machinery of govern­
ment than that they understand the 
machinery of production. ECO is try­
ing to help provide this basic under­
standing. 

About two months ago the fourth 
member of the fourth force in Amer­
ican politics finally was born. It is 
an association or organization called 
the Business and Industrial Political 
Action Committee. And what does it 
propose? It proposes that business 
and industrial people generally are 
either going to have to show as much 
action, as much determination, as 
much energy, as much ability, and as 
much dedication to the concepts in 
which they believe or to which they 
are dedicated, as does Walter Reuth­
er's group or his third force is going 
to take away their freedoms and 
their rights of private ownership. 
Reuther wants to be around the bar­
gaining table to go over a lot of 
books. He wants to have profit shar­
ing. They are going to move right 
in on managerial and ownership 
functions. They know what they want 
and if nobody is opposing them with 
a counter - balancing organization 
they are going to get it. 

BIPAC - This new Business-Indus­
trial Political Action Committee is 
going to fight back They use the 
same manual, they operate the same 
way by taking the same practices as 
COPE. They will cooperate with 
AMP AC, ACA, and ECO. 

There is always a difference in 
every election. Frequently that dif­
ference is not simply between a Re-
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publican and a Democrat, but there 
is a difference in the ideology, there 
is a difference in the posture and the 
position that the politician has to­
wards the functions and the free­
doms of the people. There is nothing 
as inane, as stupid, or as ineffective 
as the man who says, "I don't think 
I am going to vote, there's no dif­
ference between the candidates." Let 
me tell you something. Let me give 
it to you straight and clear. When­
ever there have been two candidates 
for the same office in American his­
tory, there has always been a differ­
ence. It is just that you or somebody 
else has been too lazy to find it, 
that's all. But if you look hard 
enough you will find the differenc 
it's always there. And what does 
Reuther do? He doesn't always get 
precisely the man he wants but he 
gets somebody who is two per cent 
or five per cent or thirty per cent 
closer to his program than the other 
fellow. He suppoTts the side he wants 
and then he says "You could never 
have won it without our help and if 
you stick with me we will win a big­
ger majority next time." Thus he 
multiplies "the difference" in his fav­
or. Remember, there is always a dif­
ference, in every primary, in every 
fall election, and in every major 
election for Congressmen, Senator, 
State Legislator, Governor, or Pres­
ident. Find out which of the two 
candidates is closer to your way of 
thinking and support him. I can as­
sure you that never in the history of 
America have two Siamese twins ever 
run for the same office in the same 
election. Indeed, there is always a 
difference. 

You are never going to find anyone 
you agree with one hundred per cent, 
so what you are going to have to do 
is simply to find somebody to move 
in your direction and help him and 
encourage him and increase the dif. 
ference by degrees in your favor. 

The issues are pretty simple. The 
issues are between those people who 
want to hold Government down and 
those who want to build Government 
up, or in other terms. there are those 
who want to hold the people down 

and those who want to build the peo­
ple up. Basically, the issues are di­
vided this simply. 

If things were always divided be­
tween Republican and Democratic, it 
would be simple, but you have varia­
tions in both parties. 

We do have two distinctive and 
different parties in this c o u n t r y, 
though, in which you can develop the 
thinking of people. You have Walter 
Reuther's third force and you have 
the new political group now operat­
ing, the fourth force. 

They don't have titles so I call them 
FGF and FGL; Federal Government 
Firsters and F e de r al Government 
Lasters. Federal Government Lasters 
assume that Americans want to do 
well, we want to see people get an 
education, we want to see them leav­
ing the slums and we want to help 
them have good transportation, good 
incomes and vacations. We are all 
good humanitarians. The difference 
with the Federal Government Firsters 
is that he doesn't try to do it locally, 
he doesn' t try to do it individually, he 
wants the politician to appropriate 
the money and tell the people what 
to do. That, the FGF'er believes, will 
take care of the problems. 

The Federal Government Laster , 
however, will first try to find some 
way to do it locally. If there is a need 
to develop a public housing project, 
the FGL'er will want to get some 
figures together and see if we can 
develop low cost housing at a rea­
sonable cost by local financing and 
keep it on the tax rolls. Maybe we 
can introduce a clean-up paint-up cam­
paign, try to improve the community 
by local effort first. That's the differ ­
ence. Do you call upon Uncle Sam 
for help and direction first - or last? 

Where do you want to start, with 
your trying or do you want to look 
to the Federal Government first? 

Now, I wouldn't object to this too 
much except that any student of his­
tory knows there has been no place 
in human history where those who 
have had too m u ch Government 
where the F ederal Government First-
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ers have had their way, where they 
have had any success. On the other 
hand, where they have kept the power 
at home and not let the Federal Gov­
ernment do everything, they can point 
to a succession of victories. 

Look what happened to Hitler and 
what he did to Germany. He was 
burned to death and his country vir­

tually ruined and he was a Federal 
Government Firster, all the way. Mus­
solini hanged by his toes in the public 
square in Milan and spat on by the 
people of Italy. Mussolini was also an 
FGF'er. And then Russia, unable, with 
more farm acreage than any oitheT 
country, to raise enough feed, wheat, 
for her own. Communism is a Fed­
eral Government First concept carried 
to the ITTth degree. 

Latin American governments are 
tumbling like a deck of cards. Wher­
ever you place too much power in 
the hands of politicians they have 
wrecked their countries with no ex­
ception. The only place we try it in 
America is in our Post Office Depart­
ment. That is the only place where 
we have gone the whole route. The 
politicians are running the Post Office 
Department without competition from 
any source. 

Well, a man ought to be able to 
make a success running the past 
office. After all he has no competition 
at all, why, you can't even make your 
own stamps or they will put you .in 
jail, and yet they go in the red hun­
dreds of millions of dollars every 
year. 

Why? Because politicians cannot 
run an enterprise profitably. Every 
time they have made a little profit all 
the people working for the Post Office 
Deparliment say that we should be 
getting a raise in pay and we need 
more mail carriers and there we are 
right back in the red again and so we 
move the price of stamps from two to 
three to four and then to five cents, 
but things don't get better because all 
the employees say that if you are 
going to charge more for stamps then 
you are going to have to take better 
care of your employc:>es. The towns 
and cities say we ought to keep the 

post office open longer, when you 
have a five cent stamp. Since stamps 
cost more you ought to keep open 
all night, don't close the windows at 
5:00 o'clock, and stay open Saturday 
afternoon and provide more frequent 
city delivery service. I dare say if we 
were to szll the Post Office Depart­
ment to J. C. Penny he would make 
a profit the first year. 

I don't advocate doing this, how­
ever, I want to hold the Post Office 
Department out as an example of 
what will happen if we socialize or 
nationalize other services and func­
tions in America! 

One other thing, and with this I 
am going to close. My primary mes­
sage is that all of you should be 
active in pushing this country in the 
direction you would like to have it go 
because this decision is going to be 
made by somebody and soon. The 
decision will affect you for the rest 
of your lifetime and now you have 
the chance to help make it. 

If you are interested in these opera­
tions, buy booklets and literature and 
find out all about them. BIP AC head­
quarters are at 14 West 49th Street, 
New York City, New York, Business­
Industry Political Action Committee. 
The minimum membership fee is just 
$10.00. 

Americans for Constitutional Ac­
tion as I have said, has as its address, 
20 E Street, N.W., Washingt01J1, D.C. 
Dues are $5.00 a yeaT and for your 
$5.00 you get an index that lists the 
vote o.f every Senator and every Con­
gressman on issues involving your 
pockebbook and yiour freedom and 
how much competition the Govern­
ment is going to give you. 

It is important you have these vot­
ing records so you can look at them 
when somebody speaks to your Ro­
tary or Kiwanis Club and tells you 
how wonderful he thinks you are. 
You can then look at this voting 
index and you can say to your Con­
gressman or Senator- "Why did you 
vote such and such a way on such 
and such a bill?" You can then judge 
your Congressman by his actions 
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rather than by his adjectives. I want 
to repeat that there are always differ­
ences between candidates if you want 
to find them, so get in on each politi­
cal campaign on one side or the 
other. If you walk down the middle 
of the road you are going to get hit 
when the traffic gets heavy, so de­
cide for yourself, in your own mind, 
whether you want to be a Federal 
Government Laster or a Federal Gov­
ernment Firster. 

Please remember, Too Much Gov­
ernment is a threat because it has 
failed every place it's been tried. It 
has failed in the American Post Office 
Department and it has failed abroad. 
When we make our decision will we 
make it in the direction of trusting 
the people a litle more once again 
or are we to trust only the politi­
cians? That's your decision. 

There are good people on both sides 
of this basic issue, and I am not con­
demning either side. I am just delight­
ed that it is going to be a fair fight, 
that we have a fourth force develop­
ing in our American polirtical scene 
instead of having as we had for 
so long, a third force with no counter­
balance working to offset it. 

When this country was formed we 
were worried about too much govern­
ment even then because in the Pre­
amble to the Constitution, when they 
set the whole thing up they said, "In 
order to form a more perfect Union, 
establish Justice, ins u re domestic 

tranquility, provide for the common 
defense, promote the general Wel­
fare," and so forth. 

Think how they must have ponder­
ed carefully for them to write it as 
they did: to provide the common de­
fense and to PROMOTE, and to pro­
mote, the general welfare. 

Man, what a difference Less fas­
tidious men would have said, "To 
provide for the common defense and 
for the general welfare." Not these 
Constitutional fathers who fear d the 
threat of too much government. They 
gave the politicians the power to pro­
vide the common defense but only 
the power to PROMOTE the general 
welfare! 

This limits the things that the Fed­
eral Government provides to those 
areas where the individuals cannot do 
the job so well themselves. 

Let us all, therefore, during the 
rest of the 60's get on the side we 
feel most ably reflects our views. Let 
no red-blood American, however, 
sit this one out. Get into this decision­
making business on one side or the 
other. In other words, act now or 
forever hold your tongues. You can 
make the decision come out the way 
you want it to come out insofar as 
the funotions of Government and the 
preservation of freedom are concern­
ed in this, the greatest country of 
them all. The decision is directly in 
your hands. 

PLAN NOW 
To Attend the 

58th Annual Con1vention 
SEPTEMBER 20-23, 1964 
Bellevue-Stratfo~d Hotel 

Philadelphia, Pennsylvania 
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Report of the Judiciary 
Committee 

CARL D. SCHLITT, Chief Counsel, Home Title Division, 

Chicago Title Insurance Company, New York, New York 

The interval between your Commit­
tee's last report amd the current one 
appears to be one which has given 
rise to very few, if any, decisions of 
major importance in the field of real 
property law or of title insurance. 

Several states have adopted new 
codes of civil procedure which, Jn t!he 
main, are recodification of existing 
law with comparatively few substan­
tive changes. These, of course, will 
have an impact only within r1Jhe con­
fines of the states adopting these 
respective codes. 

Of great significance is the wide· 
spread adoption of condominium stat­
utes. Whereas, in 1961 only two startes 
adopted such laws and in 1962 four 
states adopted such laws, in 1963 
thirty-two states passed condominium 
laws and two other states have such 
legislation presently pending. 

The information received from the 
Committee members from the various 
states are listed in alphabetical order. 

ALABAMA 
Plaintiff brought an action of eject­

ment, claiming defendant had con­
structed a barn on his land and was 
cultivating part of it. The defendant 
claimed that he had acquired title to 
the part of plaintiff's land which he 
occupi ed by adverse possession since 
J 940. Plaintiff es·mblished that he was 
in the military service fmm 1937 to 
1951. The court held that the period 
during which plaintiff was in the 
m ilitary service could not be included 
in computing the statutory period foc 
adverse po session. (Campbell v . Lan­
ingham, 145 So. 2d 824.) 

ARIZON A 
Action for declaratory judgment 

and to quiet title in certain real prop­
erty based on deed restrictions. The 
Supreme Court held that the ewdence 
failed to show that there was a bind-

ing cov·enant running with the land 
even though the original grantor in­
serted restrictions in the deeds as to 
use of land for residential pu:riposes 
only. The grantor never subdivided 
ithe land and there was no showing 
that the ultimate grantees knew of 
the grantor's intent. The court said : 

"Restrictive cov·enants which 
equity enforces between purchas­
ers' interests are those that have 
been imposed by a common vendo•r 
or the original owner of a tract of 
land in pursuance of a general plan 
for the development and improve­
ment of the property .. . " 
If the purpose of the restrictions 

are not stated in a deed, the pu:ripose 
must be rproven. The court sa~d: 

"In determining whether 1and is 
included in a building sche m e, 
doubts are to be resolved in favor 
of the free use and enjoyment of 
the property and against restric­
tions . .. Restrictive covenants are 
presumed to be for the benefit of 
the gram.tor alone in the aibsence 
of ·evidence to the contrary, and the 
burden of showing that such cove­
nant r uns wi1Jh, ·or is appurtenant 
to 1the land is on the party claiming 
the benefit of the restriction." 

The court found that the r·estric­
tions were merely personal and did 
not run with the land since the inten­
tion was not set out in the deeds and 
no general s c h e m e or plan was 
shown. (Palermo v . Allen, 369 P. 2d 
906.) 

When a grantor conveys real prop­
erty described by a subdivision lot 
number where the land abuts upon a 
vacated al1ey, the grrunitee obtains no 
title to the alley. In such a case there 
is no presumption that the grantor 
intended to convey an interest in 1Jhe 
aibandoned alley. (Torrey v. P earce, 
373 P . 2d 9.) 
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CALIFORNIA 
A title company insured a piece of 

property in the same manner as it 
was legally described lin rthe deed ex­
cept that the policy stJai1Jed it.hat the 
land was i1n the "Beaumont Irriga­
tion District, City of Beaumont." The 
policy excluded water rights and 
claims or title to wa:ter from its cov· 
erage. H was admitted by the defend­
ant and the court found that 1Jhe 
property was neither in the City of 
Beaumont nor within the Beaumont 
Irrigation District. It was found as 
a fact that no representations were 
made to plaintiffs that the lamd wa:s 
in the Beaumont Irrigation District, 
no such inquiries were made by the 
plain tiffs before they purchased, and 
the plaintiffs knew that the land was 
not in ,the City of Beaumont. The 
plaintiffs got everything tl1at tlheir 
con tract of purchase entitled them to. 
The fact that rthe title insurance poJ­
icy added a water feature "Beruumomrt 
Irrigation District," not contained in 
the deed, does not mean that plain­
tiffs can seek fo obtain a windfall 
from the defendant insurance com­
pany, particularly as the defendant 
spe ifically protected ibself against a 
claim ,of 1this nature by excluclim.g 
from the policy water rights or claims 
or title to water. (Coleman v. Security 
Title In urance Company, 218 A.C.A., 
July 1963.) 

An agreement between the plain­
tiff and de.fendant's predeoc.ssor dn 
title pursuant to which defendant 
agreed not to convey real estate so 
long as it was indebted to the plailn· 
tiff and which was conveyed to the 
defendant when its predecessor in 
rti tle was indebted to the ·plaintiff does 
not serve to create an equitable mort­
gage despite the fact that defendant 
took title when the agreement was a 
matter of record. Such an agreement 
is deemed a void restraint on aliena­
tion and a contract which is made 
0ontrary to public policy or against 
the express mandate of a statute may 
not serve as a foundation of any ac­
tion either in law or in equity, and 
the parties will be l,eft where they 
are found when they come to a court 
for relief. (Coast Bank v. Minderhout, 
et al, 218 A.C.A., July 1963.) 

Prior to the sale at foreclosure a 
fire d~stroyed the limprnvements on 
the premises. The mortgagee bid in 
at the foreclosure saie for an amount 
equal to the amount found to ibe due 
the plaintiff in ithe action. The mort­
gagee.purchaser then sought to ob­
tain the proceeds of the fire insurance 
policy under the mortga:gee's starus 
under the fire insurance poHcy. The 
court held that ,the plaintiff-mort­
gagee, having bid the full unpaid 
ci~bt, the debt had !been satisfied and 
that the mortgagor was entitled to 
the entire proceeds of the fire loss. 
(Rosenbaum v. Funcannon, 308 Fed. 
Reep. (2d) No. 4.) 

Plaintiff seeks to for.eclose a mort­
gage on a one-third interest whiCJh 
Nazzarena Persicone owned as a joinrt 
tenant with two others. The mortgage 
was ex;ecuted during the period of 
joint ownership. Subsequently thereto 
Nazzarena Persicone and her two co­
tenants contrac<ted to sell the prop­
erty to the defendants herein under 
an installment aontn.ct permitting 
the defendants to go into pcs:;ession. 
Under the prnvisions of the contract, 
payments were to be made to the 
joint tenants who retained title as 
snch subject <to the contract and who 
UJnitedly retained the right of repos­
session upon a default under the con­
tract. Upon tl1.e death of Nazzarena 
Persicone, plaintiff seeks .to foreclose 
the mortgDJge ag.iinst her ,so-called 
one•third interest in the 1yroperty, 
claiming that the joint tenancy ter­
minated on her death. '.Dhe court held 
there that the intent 01f joilnrt: tem1.n;ts 
is an important consideration in de­
termining whether their acts in deal­
ing with the property in joint tenancy 
terminated it, and that absent a con­
trary agreement, the proceeds of joilnrt: 
tenancy property :r.etained the charac­
ter of the property :i:rom which the 
proceeds are acquired. '.Dhe theory of 
equitable conversion is fict.Hianal as 
to 1th intent of joint tenants as ven­
dors under a sales contract; the 
theory should not ibe mgarded as a 
substitute for reality in determining 
the intent of joint tenants in such 
circumstances. The plaintiff',s demur­
rer to the complaint w::i.s s:1stained. 
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(City of Frenso v. Kahn, et al, 207 
A.C.A., August 1962.) 

ILLINOIS 
Facts: 
T bank acquired title to real prop­

erty 1as trustee under an Illin<>tis land 
trust in 1950. On Ma...'1Ch 8, 1957 T 
bank, as trustee, made a mortgage 
to P which was recorde<l Maroh 15, 
1957. On July 27, 1957 the United 
States recorded 'a notice of a Federal 
tax lien agaiinst the property of C, 
the 'beneficiary under the trust. There­
after T bank made a second and 1lh:ird 
mortgage on ,the property. C then 
assigned his !beneficial interest under 
the trust to one R. Default ocourring 
under the first mortgage, P instituted 
foreclosure proceedings, obtaining ju­
risdiction over all persons interested 
in the premises. The United Staites 
in its answer asked the court to de­
termine tlhe rights and priorities of 

the respective parties. The decree of 
sale found ·that P held a first lien 
under its mortgage for the principal 
amount secured (including $663. ad­
vanced for 1958 real-estaite taxes), 
interest, attorneys' fees and court 
costs; that the second and third mort­
gagees held a second and third lien, 
respectively for the amounts secured 
thereby; and that R was the owner 
of the beneficial interest under the 
trust subject to the interest of the 
United States in said interest for the 
amount of the federal tax. The United 
Stat, .s appealed. 

U.S. contentJ.ons: 
1. P is not entitled to priority over 

the federal lien for .the payment it 

made of the local real estate taxes 
which arose after the notioe of the 
Federal tax lien was recorided. 

2. The taxpayer's control over the 
trust was so extensive that under 
Federal law, no valicl trust exists, re­
sulting in the taxpayer's ho~ding an 
equitable interest in the real estate 
which was subject to ,1Jhe Federal 
lien. 

3. Irrespective of the second con· 
tention, the ta~payer had a rigiht 
under the trust agreement to direct 
a conveyance to himself to which 
right rthe lien attached, amd which 
prevented the ta~payer f.rom there-

after directing the conveyance of the 
property free of the government's 
Hen. 

4. 'Bhat as to the second and ithil'd 
contentions, t hi r d persons dealing 
with the trustee were chargeable with 
knowledge of the ·terms, provisions, 
etc., of the trust as well as the iden­
tity of the beneficiaries thereunder 
and the Federal lien against -the prop­
erty and/ or the beneficial interest 
therein. 

Held: 

None of the government's conten­
tions ·was tena1b1e. 

Opinion: 
As to the government's first con­

tention, there ar·e two reasons why 
the payment of subsequently accrued 
taxes takes priority over the gov,ern­
ment's lien. First, .the rights of the 
beneficiary were necessarily subject 
to such after accrued taxes. Since 
payment of the taxes was made 
pursuant to authoriity given under 
the mortgia.ge, .there oan be no ques­
tion regarding .the precedence thereof 
over the governmental lien. Secondly, 
the Federal lien against the trust 
beneficiary did not attach to the real 
estate to whkh the beneficiary had 
no title under the law of th:is State. 

As to the priority between the sec· 
ond mortgage and the F·ederal tax 
lien, the question is an dmportant:; 
one, since it goes rto the very heart 
of Illinois land trust transactions and 
the right of innocent third per oos to 
deal w1tih a land trust either as ipur­
chasers or mortgagees. Whel'e the 
Federal Go¥ernment asserts its tax 
lien, the question always a!'ises as 
to whether ar.d ,to what extent the 
taxpayer had "property" or "rights 
to property" to which the tax lien 
cou1d attach. In answering that ques­
tion one must look to state law, for 
it has long been the rule that in the 
application of federal revenue acts, 
state law controls in deterr11ining the 
nature of 'the le-gal interest which a 
taxipay;er has in real property. See 
Aquil<ino v. Unitied Sta:tes, 363 U.S. 
509. Only when the Federal tax lien 
has attached to the taxpayer's State­
c11eated 'interest, does F,ederal Jaw 
determine the priority of competing 
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liens against the taxpayer's property 
or right of property. Therefore to 
determine C's "property" or "rights to 
property" we must look to the con­
tractual documents of the ·trust here 
in question. These documents contain 
the clauses used for many years in 
the creation of an Illinois land trust, 
placing in the trustee the full, com­
plete and exclusive tiitle to the real 
property, both 1'egal and equi1JaJble, 
and C's beneficial interest thereunder 
is personal property as distinguished 
from real :estate by the terms of these 
documents and by se1ttled Illinois 
Law. Seno v. Frankie, 20 Ill. 2d 70; 
Chicago Title & Trust Co. v. Mer­
cantile Bank, 300 Ill. App. 329; Mor­
rell v. Colehour, 82 Ill. 618. As to the 
Gov·ernment's conteIJ1tion that the jun­
ior mortgages were chargeaible with 
the te=s ·of ithe trust, the deed to 
the trustee contained the usual p110· 
vision that "in no case shall any party 
dealing with the trustee in relation 
to said premises * * * be obliged to 
inquire into any of the tc·rms of said 
trust agreement." P11oviisions of this 
type are legal and enable third per­
sons to deal wH>h J.·,eal estate :iin reli­
ance upon the record tiltlc of the land 
trustees. To hold that third persons 
dealing witJh the trustee must inquire 
as to the identity of •the und:isolosed 
benefio1aries in the light of this lan­
guage would severely dislocate or 
even destroy local property concepts 
and r.elationshirps. 

There is no question, therefore, that 
the beneficiaries' interest in the trust 
is personal property and the govern­
ment's lien does not attach to the real 
property itself, leaving only for de· 
cision the Goviernment's last conten­
tion .thait since its lien attached to the 
rights of the taxpayer at the time of 
its filings and the :t:axpay;er had the 
right to regaim the ~roperty sufbjeat 
011ly to the lien of the first mortgage, 
the Government s ho u 1 d therefore 
stand in the ta~ayer's shoe, alble to 
proceed against the real estate. We 
find no fault with this argument as 
it applies to the date of the fil.ing of 
the lien, alfld the Government could 
well have •success.fully pursued its 
remedies at that time. Since this was 
true, the Government now contends 

that tile taxpayer could not thereafter 
by his voluntary action, diminish rthe 
Government's position. However, the 
Government took none of the steps 
provided for the seizure of personal 
property provided .by the Internal 
Revenue Code (26 U.S.C.A., section 
6331 et seq.) By failing ito do so, it 
permitted innocent third persons to 
acquire claims superior to tha;t of the 
Gov.ernment. .See United States v. 
O'Dell, 160 F. 2d 304; In re Holds­
worth, 113 F. Supp. 878; United 
States v. EU.and, 223 F. 2d 118. Judg­
ment affirmed. (Chicago Fe de r al 
Svgs. and Loan Assn. v. Caccia1Jore, 
25 Ill. 2d 535.) 

Based upon a forgery in a convey­
ance of the iinterest 01f one of two 
co-tenants, the premises were con­
veyed and the mortgage executed 
thereon ia:nd Torrens certificates of 
registration were issued to the new 
owner and a mortgia,gee's duplicate 
certificat·e issued to the mortgagee. 
The co·tenant who was affected by 
the forgery claimed that the mortga­
gee did not have a lien on her dnter.est 
in the property. It was so held and 
was held further that 1Jhe Registrar 
is obligated to iindemnify the mortga­
gee for its loss. (Hoffman v. Schroe­
de1-, 38 Ill. kpp. 2d 20.) 
IOWA 

An abstract company f a i 1 e d to 
show a judgment which was a lien 
on the title so that the plaintiff was 
later compelled to satisfy 1it. The 
court held the abstract company not 
li.aible under <the circumsmnces in this 
case. While it was held that the de­
fendant did not exeooise Qrdinary care 
in this case, the decisive question is 
whether the r.laintiff h::td a right to 
rely on the abstracter's certificate 
when th·e trial court had found that 
the plaintiff had actual knowledge 
of the judgment before he had ex­
pended any monies in clea11ing the 
title to the property and he therefore 
did not 11ely upon and 'had no right to 
rely upon the abstracter's mistak:e, 
nor did he lk"..ve a right to take ad· 
vantage of it. In its definition of 
"actual notice" the court stated thait 
while hav:iing knowledge would charg.e 
one with actual notice, yet, full knowl­
edge is not required to constitute 
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"actual notice," if the facts and cir­
cumstances are such as to lead area­
sonably prudent man rto make inquiry 
which, if prosecu ted with ordinary 
diligence, would result in ascertaining 
the truth and that this is sufficient to 
constitute "actual 1notice." (Orawtor<l 
Lwnber Company v. Abstract Guar­
anty Company, 253 Iowa 705.) 

KANSAS 
A new Civil Code will go into effect 

as of January 1, 1964. 
The most significant change affec-t­

ring the title ibusiness d.s one govern­
ing the ilien dates of judgment liens. 

MASSACHUSETTS 
An owner ·of registered real prop­

erty mortgaged the premises, con­
ferring upon the mortgagee the statu­
tory power of sale in the event of 
default. Thereafter the United States 
fi1ed a notice of lien against .the own­
er of the mortgaged property. De­
fault having occurred under the mort­
gage, the mortgagee conducted a fore­
closure sale in accord.'.lnce with the 
statute and the notice of sale in con­
formance with the procedure pI'e­
scdbed by s t a t u t e contain€d the 
words, "Said premises are to be sold 
subject to any and all tax liens, un­
paid taxes, tax titles, and any or a11 
municipal liens and assessments, if 
any there be." The plaintiff purchased 
at the sale and then filed a petition 
in the Land Court to amend the cer­
tificate of title to strike out rthe Fed­
eral tax lien. It was held that the 
Federal lien was barred under the 
doctrine of United States v. Brosnan , 
363 U.S. 237. This was a nonjudici'al 
sale and the law in Massachusetts is 
that a mortgage -conveys the 1property 
to the mortgagee subject to a oondi­
tion subsequent that upon perform­
ance of the obligation the mortgiagor 
may reenter and terminate the mort­
gagee's ·estate. The court therefore 
concluded that the mortgaged prop­
erty was no•t the property of the tax­
payer, and that the mortgagor's only 
rights in the land that was ubject to 
the Government's lien was to reenter 
and t hat this right was lost through 
the foreclosure. (Milton Savings Bank 
v. U.S., 187 N.E. 2d 379.) 

l\'IICHIGAN 
A new State Constitution became 

effective January 1, 1963. 
A new Judicature Act and Court 

Rules became effective January 1, 

1963. Its purpose .is to modernize and 
simplify court procedure and includes 
change made in the foreclosure stat­
ut: s and, particularly, with respect 
to executory contracts for the sale 
of ii.and. 

A new UnifoI'm Commercial Code 
becomes effective January 1, 1964. 

Act 150 of Public Acts of 1963 re­
quires the address and name of eaich 
person drafting an inst!'ument con­
veying land to be endorsed thereon 
together with .the address of grantors 
and grantees. 

Act 240 of P u b l i c Acts of 1963 
changes and increases the fees to be 
charged lby the Register of Deeds in 
the various counties of the State of 
Michigan. 

NEW JERSEY 

The Jersey City Redevelopment 
Agency <.wquired title to a tract of 
land and e n t e red into a contract 
which provided in part that a mort­
gage to be secured by the Rede, 
veloper shall not be deemed a viola­
tion of the provis.ion against sale or 
transfer of the premises prior to the 
actual completion of all buildings as 
provided in the Redevelopment Agr·ee­
ment without prior written consent 
of the agency. In default of the pro­
vision, the Redeveloper was to re­
convey to the Agency >vithout con­
sideration all the real pmperty and 
improvements, but subje t to existing 
loan agreements and/ or first mort­
gages in replacement thereof. There­
after, with the consent of the Agency, 
the Redeveloper co1weyed the prop­
erty to a WI'!pOration, which by letter 
assumed all the obliigations of the 
contract. On the same day, the gran­
tee executed a mortgage ·on the prop­
erty without the c on sent of the 
Agency, and prior to the completion 
of the improvements the mortgagor 
went into de.fault. Plaintiff mortgagee 
commenced a foreclosure action and 
also sued the title •company whrich 
had insured the mortgage on the 
grounds that the language of the Re-
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development contract and the deeds 
calling for a reconveyance in case of 
default under the Development Agree­
ment created a condition StVbsequent, 
whereas the policy had only excepted 
"Restrictions as in deeds to Uiiban 
Developers, Inc." The title company's 
contention was that it was not lialble 
under its policy because it raised the 
restriction in the deed, which in­
cluded the condiUon suJbsequent. It 
was held that the exception raised did 
not include the condition subsequent. 
The question whether the provision 
in the deed to the Developers that 
redevelopment had to to be completed 
within 32 days is a restriction. It was 
held that this provision was a "con­
dition" and "more than a mere cove· 
nant." (Feldman v. Urban Oommer­
cial, Inc., 189 A. 2d 467.) 

* * * 
Note: The title company was absolved 

from liiability; that act"ons of the 
mortgagee had made default al­
most inevitable and that therefore 
the loss was created or suffered 
by the insured. The conditions of 
the policy which excluded defects, 
claims or encumbrances created or 
suffeved by the insured saved the 
company from loss. 

* * * 
NEW YORK 

A new Civil Practice Laiw and 
Rules, a Real Property Actions and 
Proceedings Law and a new Business 
Corporation Law became effective 
this year. A Uniform Commercial 
Code was adopted which will become 
effective in 1964. 

The enactment of these !Ilew laws 
is intended, basically, to be procedural 
in ·effect, but important changes hav.e 
nevertheless been made. 

Changes were also made in many 
sections of the law affecting deoe­
dents' estatles, including changes i!n 
the distribution of pvoperty i1n intes­
tate estates. 

Even though a Federal tax 1ien was 
not docketed in the appropriate sec­
tion and block •index as required Iby 
the New York State law for the filing 
of real property liens, nevertheless, 
since it had been filed in the index 
for F·edeml tax liens, it took priority 
over subsequent liens for local land 

taxes. (U. .A. v. Herman, et al, 310 
F. 2d 846.) 

OREGON 
Plaintiff owns land near the Port­

land International Airport and claims 
that continuous flights over his land 
to the airport which could ripen into 
an easement by prescription amounts 
to the taking of an easement in plain· 
tiff's laind for which plaintiff is en­
titled to compensation The Appellate 
Court remanded the case so· that 
proper testimony m i g h t be taken, 
holding that there is a question as 
to whether the flights are of such a 
nature as would deprive the plaintiff 
of . the proper use o.f his land, in 
which event there would be a taking, 
or whether the flights constituted a 
nuisance which would be merely a 
tort for which damages, if proved, 
might be assessed. (Thornbm-g v. 
Port of Portland. 376 P. 2d 100.l 

PENNSYLVANIA 
A decedent died intestate owning 

one pieoe of real .estate and lea vi.ing 
a sole heir to whom letters of ad­
ministration were granted. Within a 
year of the decedent's death, the heir 
in her individual capacity executed 
a mortgage subsequent to the time 
when letters of administration had 
been granted to her. After the heir's 
surety as administratrix had been 
discharged, the heir ,acting a admin­
istratrix, conveyed the real estate in 
question to third parties, dter being 
e~cused by the Orphans' Court from 
enterin•g additional security. When 
the mortgagee proceeded with execu­
tion against the real estate because 
of a default by the heir, the third 
parties to whom the propevty had 
been conveyed requested a stay of 
execution and the Superior Court of 
Pennsylvania granted the stay of ex­
ecution. The court held that the 1thivd 
parties had acquired the property 
free of the mortgage inasmuch as the 
Fiducia1ies Act of 1949 gives the fidu· 
ciary the power to sell the property 
and to convey marketalble title. The 
court held that it was not necessary 
for the puvchasers from the adminis­
tratrix to check the judgment and 
gmntor indices with regal'.'d to inter­
vening action by the h e i r s even 
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though the administratrix was also 
the sole heir. If an exception to the 
rule is to be made then it would re­
quire that searches be made against 
all heirs regardless of the number 
and this would largely nullify the :ad­
vantages gained by the Fiduciaries 
Act of 1949 in the marketalbility of 
a decedent's re a 1 estate. (Quality 
Lumber Co. v. Andrus and Zupancic, 
201 Pa. Super. 189.) 

SOUTH DAKOTA 
The former mortgag·e laws permit­

ted one year for redemption plus an 
additional year if interest is paid. 
This has now been changed to pro­
vide that on any property less than 
three acres there is a redemption pe­
riod of only 180 days and no exten­
sion by .payment of interest, provided 
that the mort[;agors agree to the 180 
day redemption clause. 

TEXAS 
A fallout shelter .is not a '\building" 

as contemplated by deed restrictions 
and by city ordinances. (Hanoox v. 
Peek, 355 S.W. (2) 568.) 

In an action to restrain defendants 
from conducting a beauty parlor in 
violation of restrictions, defendants 
pleaded waiv<er and the existence of 
other violations. In enjoining further 
use for beauty salon purposes, the 
court held that to prove waiver or 
alban.donment it must be shOIWll that 
the other violations were so great as 
to lead the average man to conclude 
that the restrictions had been abanr 
doned. (Barham v. Reemes, 366 S.W. 
(2) 257.) 

Bequests "to the blind and crippled" 
ar.d to "needed charity" and to "most 
needed charity" were held ·to have 
created valid and enfo[1ceable charit­
able trusts, as against the contentiOlllS 
that the provisions of the will were 
too vague and indefinite, and even 
though no trustee was named in the 
will to administer the trusts. (Wilson 
v. Franz, 359 S.W. (2), 630.) 

The recorded restrictions for the 
subdivision provided "for residentLal 
purposes only" amd, in a later para­
graph, provided that "no noxiQIUS •or 
offensive trade or other activity shall 
be carried on." In a suit to enjoin 
violations o·f restrktions, the court 

held that the defendant's operatk>n 
of a beauty shop in the garage of 
her home was ·permiss~ble. The •oourt 
held that had the "residential only" 
restrictions been the only ones .iin the 
instrument, the business could not 
have been operated; however, the sec­
ond part dealing witJh noxious and 
offensive trades indicated that a trade 
could be carried on H it was not 
noxious or offensive. (Baker v. 
Brackeen, 354 S.W. (2) 660.) 

Oil production payments do not con­
stitute a "gas, oil or mineral lease­
hold interest in land" and are not, 
therefore, subject no an involuntary 
mechanic's lien. (Wilkins v. Fecht, 
356 s.w. (2) 855.) 

A r eservation of "oil, ·gas and other 
minerals" does not include limestone, 
cal·iohe, or surface shfde, and the sur­
face owners are entitled to recover 
sand, clay, graveI, oaliche and lime­
stone which can be recovered or re­
moved by open pit or quarry method. 
(Atwood v. Rodman, 355 S.W. (2) 

206.) 

VIRGINIA 
Where there is a severance of the 

title to subsurface coal by a convey­
ance, the ownership of the surface 
of the land, while undisputed, is the 
possession of the surfuce only. It does 
not constitute possession of the min­
eral estate whioh had been sold amd 
severed from the surface and there­
fore adverse possession against the 
minerals cannot be obtained through 
possession of the surface. (Mountain 
Mission School v. White, et al, 204 
Va. 256.) 

Subsequent to the filing of a volun­
tary petition in bankruptcy by the 
husband, he and his wiof.e C01nveyed 
to third rparties real estate which the 
bankrupt and his wife had held as 
tenants by the entirety. The entire 
net proceeds of the sale were paid 
to the wife. The trustee in bankruptcy 
of the husband seeks to recover one­
half of the proceeds of the sale on 
the grounds that the transaotiOIJl, 
within one year of the bankruptcy, 
constituted a fraudulent conveyance 
and that the 'Sale terminated the ten­
ancy and the husband's share of the 
proceeds should be available for the 
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husband's creditors thvough his bank­
ruptcy. 'Dhe lower court sustained the 
position of the trustee in bankruptcy, 
but on appeal to the Circuit Court 
judgment was reversed on the basis 
that personal pvoperty as well as 
realty may be he1d by husband and 
wife as tenants by the entiI'ety, that 
the proceeds derived by sale of reail 
estate were so held, that the hus­
band's interest in the pI'oceeds was 
therefore free of claims of his credi­
tors and that his gi]t of his jnterest 
to his wife was not in 'fraud of cred:ir 
tors since they could nort lbe preju­
diced by a transfer of property nort 
subject to their claims. (Oliver v. 
Givens, Trustee, 204 Va. 123.) 

Plaintiffs agreed to convey uo a 
predecessor in title, at $500 an acre, 
that part of their land which, meas­
ured along its easterm line, ran for 
622 feet from a monument and which 
parcel contained ab out 10 acres. 
Through an ermr the surveyor laid 
-out a plat on which the easterly line 
was shown to be 722 feet and the 
pavcel to contain over 11 acres, fOII' 
which quantity the purchaser paid. 
The plat was attached to the deed 
from the plaintiff and the deed de­
scripUon corresponded with the plat, 
hence the error was a latent one. It 
was not discovered until after the 
purchaser from the plaintiff had sold 
the property to thiI'd parties. It was 
held that inasmuch as the third par­
ties we!'e bona fide purehasers for 
value they took free of the latent 
equity and accoroing to the plat 
which the plaintiffs had adopted as 
their own by incorporating it in the 
deed. Even if it had lbeen shown that 
an even more remote purchaser had 
1niotice of the mistake prior to the 
conveyance of the property, a pur· 
chaser with notice from a bona fide 
purchaser without notice of a latent 
defect takes good title. (Guss v. ReaJ, 
ty Corporation, 204 Va. 65.) 

A firm of mortgag,e brokers bor­
vowed from the plaintiff bank sums 
which the firm advanced ,in install­
m ents to the defendant to finance the 
construction of a house. To secure 
this loan from the bamk the !brokers 
deposited with the bank the note of 
the defendant secur,ed by a deed of 

trust on the pI'operty. When the 
house was finished the defendant sold 
it to innocent parties whose attorneys 
sent to the mortgage brokers funds 
to pay ,off the Juhlano note, thinkirrng 
that the brokers still held it. The 
brokers used the funds for other pur­
poses. Some months later when the 
lbank learned of the pa;nrnent rto the 
brokers it made a demand on the 
trustee under the deed of trust to 
sell the property, and upon the trus­
tee's refusal to act the plaintiff in­
stituted foreclosure on the deed of 
trust which action was de]end€d on 
the ground that the mortgage hrok,ers 
were an ag,ent of the bank authorized 
to receive payment. It was held, how­
ever, that since the bank had no 
agreement with the brokers with re­
spect to servicing or collecting the 
note, that the payment had not b een 
made to an agent of the plaintiff-bank 
authorized in fact to receive it. If 
payment is made to a party who 
does not have the instrument in hand, 
the paying debtor takes the risk that 
the party paid may have no authority 
to make collection. Judgment of fore­
closure was granted. (Security Oom· 
pany v. Juliano, Inc., 203 Va . 827.) 

WEST VIRGINIA 
The foUowing statutes enacted by 

the 1963 West Virginia Legislature, 
and now effective have some bearing 
on titles to real property in the State 
of West Virginia: 

1. Contract in writing made for con­
veyance or sale of real estate shall 
be as valid against creditors and pur· 
chasers as ,if the contract wer,e a deed 
conveying the estate or interest em­
braced in the contract. Both contract 
and deed void as to creditors and sub­
sequent purchasers without notice 
until admitted to record. 

2. Time for filing daims against 
decedent's estates reduced to not less 
than four nor more than s1ix months 
from the date of the first publication 
of notice to creditors. 

3. Released liens against real prop­
erty resulting from reimbursement 
agreements, required to obtain public 
assistance, and repealed the former 
acts creating such liens. 
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4. Complete new chapter recogniz­
ing condominiums and unit pr,operty 
and provisions, rules and regulations 

regarding same as real property. 
The following ,states have enacted 

condominium statutes: 

Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Florida 
Georgia 
Hawaii 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maryland 

Massachusetts 
Michigan 
Minnesota 
Missouri 
Nebraska 
Nevada 

Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 

New Mexico 
North Carolina 
Ohio 

Virginia 
Washington 
West Virginia 
Wisconsin 
Puerto Rico 

Oklahoma 
Oregon 
Pennsylvainia 

* * * 
RespectJlully submitted, 
Judiciary Committee 
By: Carl D. Schlitt, Chairman 

Report of Legislative 
Committee 

WHARTON FUNK, President, Lawyers Title 

Insurance Corporation, Seattle, Washington 

Each year the Legislative Commit­
tee reports to the Convention newly 
passed State laws that may be of 
general interest to the title industry. 
The Committee has a representative 
in each of the fifty States to report 
on such legislation. Each was asked 
to respond to the following questions: 

l. Give a resume of any legis­
lation that was passed by 
your legislature which had 
a direct effect upon the 
title industry in your state. 

2. Give a resume of any bills 
introduced but not passed 
but which will probably be 
introduced again which 
would directly affect the 
title industry if passed. 

3. Any initiatives that would 
directly affect the title in­
dustry. 

4. Any other legislation of in­
terest. 

Time and space limitations required 
us to eliminate from consideration 
additions to or changes in funda-

mental real estate law, with one ex­
ception. Even so, the task of selecting 
from the mass of material submitted, 
the new legislation that should be in­
cluded in this report was not easy. 

The response from the various 
State Representatives was really over­
whelming. 

We received reports from 47 of the 
50 States. Of the States reporting, 
only 2 had no legislative session in 
1963. So you can see that our Com­
mittee was really busy this year. 

First we should mention the one 
exception to basic real estate law 
mentioned above. It is: 

CONDOMINIUM 

We thought it might be interesting 
to you to know whether the Condo· 
minium concept of ownership had 
caught on. Well, we can assure you 
it l'ook the country "by storm." 
Twenty-seven States reported passage 
of a Condominium Act in 1963! ! Some 
states, Arizona for example, passed 
the law in 1962. It will be interesting 
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to know how extensively these acts 
will be utilized by the builders and 
mortgage lenders. 

TITLE INSURANCE CODES 
AND AMENDMENTS 

To title insurance people legislation 
affecting Title Insurance Codes, par­
ticularly as it might pertain to rates, 
regulation etc. are of paramount in­
terest. So each State Committee mem­
ber was asked to report any such 
legislation. Here are the results: 

Minnesota 
An amendment requires Title In­

surance Companies to set aside 10% 
of the premium into an unearned 
premium reserve. Recovery is at rate 
of 5 '/o a year. 

Maryland 
Our first report from Maryland 

indicated that Chapter 553 of the Acts 
of 1963 revised and rewrote the In­
surance Laws of the State of Mary­
land (Article 48a annotated code of 
Maryland) but indicated that there 
were not too many changes in the 
portion of the laws pertaining to title 
insurance. However, our latest report, 
while furnishing us with few details, 
indicates that the following changes 
were made: 

Minimum Capital Stock require­
ments provided for; Title Insurance 
defined; limit of risk is provided for 
(it would be interesting to know more 
about this); defines re-insurance; Re­
serves are given attention; rating and 
payment of commissions for procur­
ing business are mentioned (see be­
low); Premiums are required to be 
clearly set out and are subject to ap­
proval of the Commissioner. 

Concerning the payment of Com­
missions for procurement of business, 
the previous law allowed such com­
missions to Real Estate Brokers and 
Attorneys. The new law apparently 
allows Commissions only to licensed 
agents of the insurer. 

North Carolina 
Reports they are still trying to get 

a good regulatory bill through. 
Oregon 

An Interim Committee has been 
authorized to study all Insurance 
rates including title insurance rates. 

Pennsylvania 
Act No. 439 enacted August 14, 

1963, effective September 1, 1963, to 
regulate the Title Insurance Business. 
It is a comprehensive act and it pro­
vides for the licensing, qualification, 
regulation, examination, suspension 
and dissolution of title insurance com­
panies, the examination and regula­
tion of rates and rating regulations 
for title insurance, the licensing and 
regulation of agents and applicants 
for title insurance, prescribing the 
terms and conditions upon which 
foreign title insurance companies 
may be admitted or may continue to 
do title insurance business within the 
Commonwealth and imposing penal­
ties and repealing inconsistent laws. 
Rate filing by the title insurance 
company or rating organization is 
provided for and all fees and charges 
are subject to approval or disapproval 
of the Insurance Commissioner. 

Tennessee 
A Title Insurance Code was passed 

in Tennessee in 1958. Never imple­
mented by Rules and Regulations 
from Commissioners Office. That off­
ice now is holding hearings to adopt 
"do" and "do not" type of regulations. 

Utah 
Paid in capital of at least $150,000.-

00 instead of $100,000.00 required of 
all title insurance companies. 

Deposit by every title insurer with 
Commissioner in home state raised 
from $100,000.00 to $150,000.00. 

Real estate mortgages eliminated 
as authorized investment for guar­
antee funds. 

Rebating or price cutting prohibit­
ed - Commisstoner may r e v o k e 
license as penalty. 

Unearned premium reserve to be 
maintained, based on fifteen cents 
(15c) for each $1,000.00 of liability. 
Recovery at 5% per year. 

ABSTRACTERS LICENSE LAWS, 
REGULATIONS, ETC. 

Of equal importance to abstracters 
in our Association are any amend­
ments to or new license laws or reg­
ulations. So our next report is legis­
lation directly affecting our abstrac­
ter members. 
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Arkansas 
The State Title Association spon­

sored a bill to increase the annual 
abstracters license fee from $15.00 to 
$25.00 and to make it mandatory that 
all licensees have a complete set of 
abstract books or indexes sufficient 
to compile complete and accurate 
abstracts of title. The bill passed the 
Senate but got oaught in the 1og jam 
in the House. 

The State Title Association spon­
sored some amendments to the ab­
stracters laws in Arkansas which 
would have required an abstracters 
bond of $7500.00 and adopted a 20 
year plant law, but the act after pass­
ing the Senate without a negative 
vote also got caught in their House 
"log jam" (where have we heard that 
before) . It will be introduced at the 
next session. 

New Mexico 
Abstracters bond of $7,500.00 re­

quired. Requires abstract ·plant for 20 
years prior to July 1, 1963, or 20 
years prior to date abstracter com · 
menced business and providing for 
penalty for violation. Contains Grand­
father Clause appHcable if plant is 
maintained on current b ·as is com­
mencing July 1, 1963. 

But pevhaps the most interesting 
piece of legislation to come to our 
attention was reported, ibut not spon­
sored by the Utah Title Association 
and was nev·er introduced. It was an 
act to .provide for an a:bstracters lien 
upon the land covered by an aJbsitlract 
for the work and materials used in 
preparing such abstract Sounds Hke 
Utopia!! The entire industry would 
be mighty interested in such leg.isla­
tion. (After all, just abO'llt everyibody 
else has lien rights, why not the ab­
•stracter. Couldn't we squeeze title in­
surance premiums in too?) 

CONVEYANCING AND BAR 
ASSOCIATION ACTIVITIES 

Scriveners Bill 
Five states reported the introduc­

tion of a bill to require the name amd 
address of the person drafting the 
document to appear thereon !before !it 
is reco:rided. It was indicated that 
these bills were inspired by the Bar 
Association. The bill passed in Mich-

igan and Missouri but was either de­
feated or died in Committee in Minne­
sota, Utah and Georgia. 

It seems that such an act would 
·place quite a burden on title offi.ces. 
Undoubtedly many documents would 
come in for recording withO'llt the 
n a m e and address of the drafter 
thereby malrtng it the duty o•f the 
title office to see that such name 
and address .is affixed. 

Arizona 
Y1ou recall the Initiative that was so 

overwhelmingly passed by the voters 
in Arizona permit:ting Real Estate 
Brokers to dria.ft documents affecting 
real estate. 

Our Arizona representative report­
ed that the Arizona Land Title Asso­
ciation caused a bill to be introduced 
which would have given title insurers 
the same right. It passed the House , 
but, although it was thought that it 
would have passed the Senate, it was 
lost in Committee. The State Associa­
tion is considering whether to re­
introduce it in the 1964 legislature. 

North Carolina 
Reports •the Bar Association voted 

to discontinue its plans to set up a 
Bar Association Title Company and 
disbanded its Committee. 

South Dak ota 
An intevesting pair of bills was 

introduced in the South Dakota Leg­
islature. Although 1lhey were not 
passed, I feel they should be reported. 

The first would permit ·establish­
ment of a business tr ust for purpose 
of insuring titles to real estate but 
would limit the right to form a busi­
ness trust for •such purpnse to two or 
more attorneys. 

The other bill would have aHnwed 
any licensed South Dakota Attorney 
to countersign title insurance policies. 

These two bills caused quite a "stir' ' 
within the State Title Association. 

Georgia 
Code Section 9-401 defines the prac­

tice of ilaw in Georgia so as to permit 
Title Companies to prepare necessary 
instrum.ents in an insured transaction. 
An attempt was made to redefine the 
rpracllice of law so as to prohilibQt such 
activity iby Title Companies. The at­
tempt was defeated. ( Ot:r Georgia 
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representative reports that the Un­
authorized Practice of La.w Commit­
tee for the Georgia Bar Association 
is engaged in litigation with Lawyers 
Title Insurance Corporation and the 
Bar's position is that the present stat­
utory definition 1of the practice of law 
is unconstitutional.) 

A bill was passed permitting the 
integration of the St at e Bar of 
Georgia. 
MISCELLANEOUS LEGISLATION 

OF INTEREST 
Oregon 

An Act was passed in 01,egon re­
quiring Escrow Agents bo be licensed 
and supervised by Real Estate Com­
missioner - Title Companies, Bainks, 
Mortgage Loan CO!r:tllpanies, etc., were 
excluded. 

California 
On lhe subject of EscrO\v r·eguila­

tion, California law regulates the ac­
tivities of the escrow departments of 
title companies. See Section 12396 of 
the C a 1 i f o r n i a Insurance Code 
(amended by the 1963 legislature). 

Idaho 
A~t passed to ·perrnit tit1e polioies 

and reports to be intvoduced in Court 
actions and be prima facie evideince 
of the records. Previously it was lim­
ited to abstracts. 

Washingtxm 
Act passed to permit filing of lis 

pendens giving n o t i c e of Federal 
Court actions involving title to land 
in the county in which the land is 
situated. Several years ago the Con­
gress passed an act consenting to the 
passage of such acts by the various 
States. If your state has not passed 
a similar act, you m.iight have your 
state title association sponsor one dn 
your next legislature. Its effect could 
be very beneficial ro .the industry in 
your state. 

Wyoming 
A bill to prohibit county clerkis 

from making abstracts .1Jailed to pass 
-will be introduced again next ses­
sion. 

UNIFORM COMMERCIAL CODE 
While this Code affects personal 

property more than real esmte, four 
tates felt it of sufficient importance 

to mention its passage. They were 
Indiana, Wisconsin, Missouri an d 
New ,Jersey. It was ·introduced in 
Washingt,on but not passed. Although 
not reported by our Committeeman 
in Oregon, California and Montana, I 
understand it has been passed in 
those States and very likely is already 
the law in many other 1states. 

MARKETABLE TITLE 
Three States reported passage of 

Marketatble Title Ads: Oklahoma and 
Utah reported 40-year acts and In­
diana a 50-year act. 

Wiscon in reports that a special 
Committee of the Bar Association in 
that State has approved a marketatble 
title act and if approved <by the gen­
eral membership it will be introduced 
in the next legislature. 

DESTRUCTION OF PUBLIC 
RECORDS 

The microfilming and destruction 
of public records are .matters of con· 
tinuing interest to all title people. 

Illinois 
Our Illinois representative, George 

Harbert, Past P r e s i d en t of the 
ALT A reports as follows: 

"I think I might comment upon 
one act passed in 1961 which is just 
now becoming recognized in QIUr 
profession. 11his was an act setting 
up a state commission to determine 
what public records may be de­
stroyed and what public records 
may be reduced to Microfilm. It is 
now being imp·1emented by surveys 
and in the next years we expect 
that many Tecords Ln our court 
house will be destroyed and records 
filmed. This will have a far-reach­
ing effect on the Title Company, 
and QIUr association is watching the 
progress of these acts and will at­
tempt to evaluate them as they 
progress." 

North Dakota 
Our North Dakota Representa,,tive 

reports that the Title Association in 
that State opposed a bill to permit 
destruction of documents in the Rle­
corders' offices at the discretion of 
County Commissfoners. The bill failed 
to pass but will probably be intr<r 
duced again mext session. 
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ACCE TO PUBLIC DOCUMENTS 

The use of space in the Court 
House, the access ,to documents and 
the procedure for making the daily 
"Take-Off" are live topics for dis­
cussion and conversation whenever 
title people get together. 

New Jersey 
On this subject, New Jersey passed 

Public Law 1963, Chapter 73, ap­
proved May 31, 1963, entitled: "An 
A'Ct concerning public recoros and 
their examinati'on by citizens of this 
State, providimg certain exceptions to 
the right to examine public records, 
and conferring jurisdiction upon ,the 
Superior Court in respect to such 
examination." 

This legis1ation insures the right 
of the general public to examine pub­
lic records subject to limitations that 
may be imposed by order n.f the Gov­
ernor, rule of Court and Federal reg­
ulabions. It provides the right to copy 
records by hand with the additional 
privilege of copying by iphotograpthic 
process provided the process is ap­
proved by the custodiam 'Of the record 
who has the right to make a charge 
of not less than $5.00 nor more than 
$25.00 per day. 

This legislation further provides 
that ,the photographing of any record 
may be denied if it shall interfere 
with the economic and efficient opera­
tion of the office maintaining the rec­
ords. 

The above legislation on its face 
would appear to be advantageous to 
the Title Industry since it specifically 
provides for the right to photograph 
records. However, this right is not 
absolute. The Clerk or Register in 
chaTge of the records may ,impose 
such requirements and conditions as 
he thinks appropriate fo pmtect the 
records. This, of course, implies that 
he can Umit the amount of photo­
graphing and the methods used and 
can impose fees up ,to $25.00 per day. 
The Title Companies in this State are 
aware of the potential problems that 
may arise because of this legislation 
and are makimg every effort to main­
tain a favorable rapport with rthe cus­
todians of the public records which 
are utilized by the c=panies on a 
daily basis. 

Seems to me that the entire indus­
try should take particular note of 
this act. It poses two great dangers. 
First, in this day of legislative "witch 
hunts" for new sources of revenue, 
if our legislatures discover they can 
charge us for the privilege of making 
our daily take-off, we could be faced 
with another cost of doing business, 
in effect another tax. Second, is the 
threat that the privilege of copying 
records can be denied completely. 

Conclu ion 
One cannot be chairman of this 

Committee without being tremendous­
ly impressed by the amount of time 
and effort devoted by the members 
of our industry toward the better­
ment o.f our system of laws as they 
pertain to the ownership of Jand. 

It remained, however, for our Com­
mittee Tepresentative from the land 
of the Eskimo and the Tundra, the 
Far North State of Alaska to put his 
finger on the one element in our legis­
lative process which has and probably 
wi<ll conhlnue to have a greater effect 
upon our industry as well as all other 
industry ,than any other legislative 
action. In response to the final ques­
tion in our questionnaire: 

"Any other legislative matters 
from ynur State that might be of 
interest to the members of the 
ALTA." 

he replied: 
"They are spending TOO DAMN 

MUCH MONEY." 
Our Congratulations to Haro 1 d 

Lightle, Executive Vice President and 
Manager of the Alaska Title Guar­
anty Co. of Anchorage, Alaska, for 
expressing in seven devastating words 
our bigg<est governmental problem. 

May I expre s to all members of 
our Committee my sincere thanks 
for the splendid response and the 
tremendous amount of time and effort 
expended in preparing the state re­
ports. The fact that only three states 
failed to report is trnly phenomenal 
cooperation. 

It was indeed a pleasure aind an 
honor to have served as your Com­
mittee Chairman again this year. 

WHARTON T. FUNK 
Chairman ALT A 
Legislative Committee 
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Report of Chairman, Abstracters 
Section 

DON B. NICHOLS, Owner, Montgomery County 
Abstract Company, Hillsboro, Illinois 

I originally intended to make my 
report as S e ct i o n Chairman this 
morning rather brief. When I looked 
at the printed program of our Ab­
stracters Section Meeting I found the 
ALTA headquarters staff had allotted 
me even less time than I had planned 
for my report. Hence the adage that 
"one of the most important ingre­
dients in a receipe for speech-making 
is plenty of shortening" is now ap­
plied. 

Recently the devil was w a 1 k in g 
down Powell Street here in San Fran­
cisco. He crossed at Geary just as a 
cable car came along and ran over 
his tail. He picked up the piece and 
was wandering down the street when 
he met a cop. "Hello, there, Lucifer," 
said the policeman, "What are you 
doing he11e ?" Lucifer answered, "I'm 
looking for a place where they retail 
spirits." 

Our section staff met at Washing­
ton, D.C. at the mid-winter conference 
in March at an "early" breakfast with 
each of our section officers and ex­
ecutive committee members in attend­
ance at the c01nference present. ALTA 
President Wm. Deatly, Executive Vice 
President Joe Smith, and Secretary 
and Director of Public Relations Jim 
Robinson were also present for this 
meeting and breakfast. 

Three goals of the Abstracters Sec­
tion for 1963 were formulated by the 
staff at the March breakfast meeting, 
and later were presented to and ap­
proved by the Board of Governors: 

FIRST: Prepare and make available 
to members a model Abstracters Li­
cense Law and Plant Law. 

SECOND: Edit and provide copy to 
ALTA headquarters for publication 
and distribution to all ALTA mem­
bers of an Abstracters Newsletter in 
May, July and September. 

THIRD: Have a display of sample 
abstracts with at least one from each 

state where abstracts are primary 
form of title evidence, at the San 
Francisco ALTA convention and use 
this display as a workshop session. 

What have we accomplished on the 
three goals? 

The first, The License Law Model: 
Plan to attend the 2:00 o'clock work­
shop this afternoon on the Abstract­
ers License Law and Plant Law. A 
suggested model law is ready for pre­
sentation and consideration. Copies 
will be given to all in attendance at 
the workshop and the entire model 
will be discussed section by section. 
We especially need those of you from 
States which already have one or 
both types of legislation to help us 
get the best possible model. It is our 
expectation to come out of this after­
noon's workshop with a model Ab­
stracters License and Plant Law to 
present to the Board of Governors for 
their consideration, and, if approved 
by them, that can then be made avail­
able to ALTA members. The Abstract­
ers License Law and Plant Law ob­
jective of our section must, of neces­
sity, be continued into 1964. We are 
confident the goal will b achieved 
and the best possible model made 
available to our membership. 

The second, The Abstracters News­
letter: Each officer and executive 
committee member of the Abstracters 
Section has contributed to the publi­
cation of the Abstracters Newsletter 
mailed to the entire ALTA member­
ship on May 10, July 10, and Septem­
ber 10. Our appreciation to ALTA 
Secretary Jim Robinson and his fine 
staff in Washington for their work 
in getting the newsletters printed and 
mailed on the requested dates for 
all 3 issues. If only one or two of 
you here today came to this conven­
tion as a result of the newsletters, 
our goal will have been fulfilled. The 
number of sample abstracts received 
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for this display from the newsletters 
was easily determined and has made 
the project worthwhile. 

The third, The Abstract Display: 
With 107 representative sample ab­
stracts from 27 states and letters 
from 5 additional states :indicating 
they no longer made abstracts, the 
work of each of our section officers 
and executive committ.ee members is 
evident. Specific states were assigned 
to each of us and the conscientious 
effort put forth by each resulted in 
the fine display you see here at San 
Francisco. The "Show and Tell" work­
shop Monday afternoon gave only 
four of those who sent in samples an 
opportunity to tell us step by step 
their office procedures and special 
processes. We hope you will take 
time today and Wednesday to "ex­
amine" many of the sample abstracts 
on display. You could possibly take 
home an idea that would improve 
your service and/ or the appearance 
of your abstracts. One ALTA mem­
ber from Missouri sent a sample for 
the display and said in his letter: 
"Back in 1933 I entered an abstract 
in the ATA contest at the convention 
in Chicago, and received 5th prize. 
The abstract that won either 2nd or 
3rd priz·e appealed so much to me 
that I immediately c'.-ianged our form 
of abstracting to closely copy this 
one. I therefore am one who has re­
ceived great benefits from seeing how 
others prepared their ab tracts." You 
will find a wide variation in the 
methods used in the preparation of 
the abstracts on display- typewritten 
-mimeograph- Photostat - Xerox -
photo copy- all sizes of paper and 
types and colors of covers. I am sure 
anyone with an abstract in the dis­
play will be glad to answer any ques­
Hons you have about his product 
if you want to write to him after 
you get home. 

Another "early" breakfast meeting 
of our Abstract Section staff was held 
this morning, again with ALTA Pres­
ident, Wm. Deatly, Executive Vice 
President Joe Smith, and Secretary 
and Director of Public Relations Jim 
Robinson in attendance. We reviewed 
the work done on our 3 goals for 
1963. We believe they have been 

worthwhile section activities and sat­
isfactorily accomplished. We felt the 
model license law required full sec­
tion membership participation in this 
afternoon's workshop before being 
submitted to the ALTA Board of Gov­
ernors for their consideration. Thus 
it was impossible to complete this 
one goal in 1963, and it will of neces­
sity carry over into 1964. 

Each of our Abstracters Section 
officers and ex e cu ti v e committee 
members has contributed much time, 
effort and gone to considerable per­
sonal expense to make this conven­
tion a better one for you. My special 
thank you to Vice chairman, Joe Can­
trell, Tahlequah, Oklahoma; Secre­
tary, John V. Meredith, Muncie, In­
diana; and executive committee mem­
bers William F. Galvin, St. Peters­
burg, Florida; R. Earle Graves, Jr., 
Flint, Michigan; James 0. Hickman, 
Denver, Colorado, and Frank T. Sum­
merson, Hoxie, Kansas. 

I want to express my appreciation 
to those who have preceded me as 
Chairmen of our Section, and who 
responded to my request for sugges­
tions and guidance at the beginning 
of my year of service<-George Har­
bert, Lloyd Hughes, Mort McDonald, 
Harold McLeran, Art Reppert, and 
Clem Silvers each took of his time 
to write and give me the benefit of 
their experiences as Chairman and 
sent constructive suggestions for sec­
tion activities. 

For the next few minutes I would 
like to discuss with you some of the 
activities of our American Land Title 
Association in 1962-63. They are of 
intense interest to me as this year's 
Abstracters Section Chairman, and I 
hope you, too, will find something of 
benefit in them. 

Figures are, at times, boring and 
monotonous, but how else can I re­
mind you how really "big business" 
our ALTA is without a few? In 1962 
the gross revenue was within $400 of 
$200,000 of which dues accounted for 
more than %, of that amount. Total 
expenditures were slightly in excess 
of $180,000 of which $135,000 was for 
operating expenses for salaries, sup­
plies, office, etc., and $45,000 was for 
services including Title News, Bulle-
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tins, Directory, Advertising Aids, etc. 
California paid the most dues to 

the Association in 1962, $41,345, fol­
lowed by New York, Illinois, Texas, 
and Missouri in that order. The aver­
age fell between Indiana (as 13th) 
and Ohio (as 14th). An average is 
hardly a true picture here, as one 
state, New Hampshire, paid only 
$15.00 for its one member and 5 
states paid less than $100.00. 

The number of members in the 
various states is not reflected by their 
dues payments. Of the 2481 tot a 1 
ALT A membership for 1962, Texas 
was first with 239, Kansas second 
with 176, Missouri third with 141, 
Iowa fourth with 138 and New York 
fifth with 132. Of the first five states 
in dues payments, California, 1st in 
dues, was 11th in membership with 
82 and Illinois 3rd in dues, was 12th 
in membership with 77. Fifteen of our 
states had less than 10 members in 
each state and again an average is 
hardly a true picture, but mathemati­
cally figured is 50 members per state. 
Utah with 48 members and Minnesota 
with 51 members are nearest the aver­
age in numbers of members. 

The a n n u a 1 conventions of the 
ALTA have become so large in recent 
years that it is now necessary to 
secure hotel reservations for them 5 
years in advance to enable us to 
have the convention at the time of 
year and in the approximate geo­
graphical location desired. Our 1964 
convention is to be in Philadelphia, 
'65 Chioago. '66 Miami Beach, '67 Den­
ver, and '68 Portland, Oregon. Mid­
winter conferences, although not as 
large in number of attendees, have 
grown to the point where they, too, 
must be scheduled sever a 1 years 
ahead to assure location and time. 
1964 Las Vegas, Nevada, '65 Washing­
ton, D.C., '66 Chandler. Arizona, and 
'67 Washington D.C. The return to 
Washington every other year has 
been approved by the Executive Com­
mittee and Board of Governors who 
feel the congressional receptions held 
in conjunction with the Washington 
mid-winter conferences are beneficial 
to our industry and its close liaison 
with the individual state senators and 
representatives. 

A retirement plan for the 9 head­
quarters staff of ALTA has been 
adopted, effective January 1, 1963 
which compares favorably with plans 
offered by other industry and com­
mercial organizations. No employee 
is eligible under the plan until he 
achieves 5 years of s e r v i c e and 
reaches at least the age of 30. Only 
one of our ALTA employees is in­
cluded in 1963, one additional will be 
eligible in 1964 and so on, dependent 
upon continued service and employ­
ment. Basis of the plan is life insur­
ance and cost to the Association an­
nually will be about $5,000.00, which 
is to be funded from income on re­
serve fund assets. 

The District Land Title Association 
of Washington, D.C. was approved 
for membership and is our newest 
affiliated State Title Association. 
"A Place Under the Sun," by TV sta­
tions committee has been approved 
and included the employment of a 
commercial distributing firm to ar­
range for the showing of the film, 
"A Place Under the Sun", by TV sta­
tions as a public service. Where pos­
sible, the ALTA member in the area 
will be notified in advance of the 
scheduled showing of the film so that 
he can, if he wishes, give it publicity 
in the local news media by his own 
advertising. Also included in the pub­
lic relations program is a series of 
national advertising in magazines and 
publications by our major customer 
groups as Mortgage Bankers Asso­
ciation magazine, American Bar Jour­
nal, Savings & Loan League News, 
National Real Estate Investor, Amer­
ican Right-of-Way Journal, and Na­
tional Association of Homebuilders 
Journal. 

The October issues of these maga­
zines will carry advertisements ap­
proved by the Executive Committee 
and it is hoped that the magazine ads 
will be effective and pointed to their 
special field. 

Speaking of advertising, the other 
night on TV, I saw an advertising 
commercial for a tooth paste with 
food particles in it. It's for people 
who are too busy to eat between 
brushings. 

In March, many of us received a 
startling advance publicity release on 
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a mechanical title plant process call­
ed "Electro Tit1e." Possibly S'ome of 
you have written to the Beverly Hills, 
California office of this concern and 
received the brochure and some 
scanty information on the unit. Our 
ALTA Executive Committee had sev­
eral exchanges of correspondence re­
garding the "Electro Title" and an 
announcement was sent in March by 
Executive Vice Pre ident J'oe Smith, 
from Washington, to all of our mem­
bers, sugg1esting they "keep an open 
mind as to the product and process 
and a wait-and-S€e attitude until it 
is tried and proven." 

Electro Title believes 12 Title Com­
panies, using their equipment, could 
monopolize the title business in the 
entire United States and that eventu­
ally the small title companies would 
vanish, just as independent grocers 
have given way to chain super-mar­
kets. This was the specific reference 
used by one of their representatives. 
They estimate 3 machines for my 
own state of Illinois would be all that 
would be required. 

Our conclusion is the Electro Title 
Company does not ha¥e a unit suit­
able for use by existing medium or 
small size title companies, but that 
they are attempting to sell the "cover 
the State" theory to one or two title 
companies in each state and this, 
naturally, presents a threat to the 
very existence of the majority of 
our ALTA membership. 

I believe we must keep a watchful 
eye on this new computer system and 
be aware of its capabilities to >service 
our industry. 

We enjoyed our opportunity to rep­
resent President Deatly and the ALTA 
at the Annual Conventions of the 
South Dakota Title Association in 
June and the Minnesota Land Title 
Association in September. Members 
of both Title Associations went out 
of their way to make Vera Rose and 
me welcome and included in their con­
vention business and social activities. 

Bill Clark, President of the South 
Dakota Title Association, a resident 
of the recent nationally headlined city 
of Aberdeen, and Lynn Bettis of 
Rapid City, were our special hosts 

on our visit to Rapid City, South 
Dakota. They made sure we had an 
opportunity to see some of their 
beautiful country, even though we did 
get up before 6 in the morning to 
take one drive to Mt. Rushmore to 
have breakfast there and get back 
in time for the morning convention 
session opening. 

Jim Whitney, President of the Min­
nesota Land Title Association, and 
Tony Winczewski, their Secretary­
Treasurer, were among those hosting 
us on our Minnesota trip to Detroit 
Lakes for their annual convention. 
Linn Sherman, President of the North 
Dakota Title Association joined us 
as out-of-state visitors to the Minne­
sota convention. Framed and on the 
wall of my study at home are two 8 x 
10 photographs taken at the Minnesota 
convention to help us recall the new 
friends and pleasant memories of the 
convention in years to come. 

It was interesting to participate in 
the convention routines of South Da· 
kota and Minnesota, and I am certain 
we profited more from our visits 
than did those we visited. 

The 3 day convention schedule this 
year has limited us to only one half­
day, this morning, exclusively for 
our Abstracters Section meeting. It 
was therefore necessary to ask each 
of our speakers on this morning's 
program to limit his talk to fit 
in with the condensed time schedule. 
This will probably mean we will not 
be able to always have the question 
and answer period after each speaker. 
I want to call your attention to the 
open forum scheduled later this morn­
ing and suggest you make note of 
your question or comment and hold 
it until then. 

We have two short presentations 
this morning that were intentionally 
not listed on your printed program, 
so unless you are willing to chance 
missing them, don't "scoot out" be­
tween speakers. 

Our industry is a vital one to the 
American economy- one that assists 
our citizens in fulfilling a basic hu­
man desire: the ownership of real 
estate. We encounter all the hazards 
of invested capital, keen competition, 
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fluctuating markets, specialized em­
ployee training, and confiscatory taxa­
tion. We maintain privately owned 
title plants, we work closely with 
lawyers, real estate brokers, home 
builders, and private and public lend­
ing institution officers in the gigantic 
and wonderful task of building a 
stronger and better America. Yet it 
is with something approaching apol­
ogy that we attempt to explain our 
services and charges. 

We are shy for two reasons. The 
first is our failure to recognize that 
collectively we are no longer "small 
business." Many of us, with small 
and medium size companies, think 
of ourselves with the giants of the 
industrial world and find ourselves 
on the wrong end of the telescope. 
But just think! As an industry we 
can boast of $500 million of invested 
capital and assets and 42,000 em­
ployees; with an annual conservative 
estimate of $280 million in salaries. 
The time has come for an awareness 
of our contribution to the American 
way of life. 

Th s cond factor contributing to 
our reticence in the past has been 
our failure to educate the public in 
terms of everyday language. The av­
erage homebuyer k n o ws little or 
nothing of the processes that are 
such a necessary part of the protec­
tion he needs when buying a parcel 
of real estate. 

We must take a more active part 
in the affairs of our community in an 
effort to bring about a better under­
standing of title matters to our neigh­
bors and future customers. 

In closing I would like to tell you 
a story which, I believe, exemplifies 
the need for cooperation in our ALTA 
activities. 

A man had just arrived in heaven, 
told St. Peter how grateful he was to 
be in such a glorious place, and ask­
ed St. Peter to give him one glimpse 
into hades in order that he might 
appreciate his g o o d fortune even 
more. This St. Peter did. In hades 
he saw a long table extending as far 
as the eye could reach, laden down 
with the most delicious of all varieties 

of foods. But everyone around the 
table was starving to death. When 
ask d for an explanation, St. Peter 
said, "Everyone is required to take 
food from the table only with 4 foot 
long chopsticks. They are so long 
that no one can reach the food from 
the table to his mouth, and there­
fore, each one is dying of starvation." 

Quickly they returned to heaven, 
and behold the new arrival saw an 
identical table, laden down with iden­
tical foods, but everyone around the 
table was happy and well-fed. 'Dhen 
he said to St. Peter, "With what do 
they take the food from the table?" 
and St. Peter answered, "Only with 
4 foot long chopsticks." At that the 
new arrival inquired: "Then why are 
all those in hades starving to death 
while all those up here are so well­
fed and happy?" Whereupon St. Pe­
ter replied: "In heaven we feed each 
other." 

AVAILABLE 
NOW 

The Promotional 
Brochure 11¥ our 

Home -How Much of 
It Do You Own?" 

More Than 50.000 Copies Sold 

- 47-



Inter-Association Contact 
Committee 

GEORGE R. FALLER, President, Marinette County Abstract 

and Land Company, Marinett.e, Wisconsin 

Because I think this Inter-Associa­
tion Contact Committee--IACC- con­
cept has the potential to beoome one 
of the biggest and finest things to hit 
the title industry in a long, long time; 
and because time is limited, I am 
going to jump right into this subject. 

First of all - WHAT IS TH IS 
THING? this IAOC?- WHAT IS IT 
ALL ABOUT? Thus far, it is <largely 
just a concept; an idea, and the idea 
is very simple-very elemental. It is 
solely and only this: the c~eation by 
your state associatfon of a committee 
whose sole and only function is to de­
velop and foster communication BE­
TWEEN STATE ASSOCIATIONS. 
That is what this concept is-and that 
is .all it is. 

Now, I can't see that there is any­
thing so revolutionary, or soul-shak­
ing about this. Actually, the whole 
idea is laughably simple. 

You might say, however- WELL, 
WHAT'S THE P 0 INT IN ALL 
THIS? WHAT PURPOSE DOES IT 
SERVE? Well, I'll give you the an­
swer to that in one word~COMMU­

NICATION. That's the point, and 
that's the purpose. Communication, 
contact - the interchange of ideas, 
suggestions, and information - to 
some extent, maybe, just the !building 
of friendships and acquaintances BE­
TWEEN THE STATE and STATE 
ASSOCIATIONS th:riough th·e person­
nel on this IAOC committee. 

Now you and I- as state association 
officers and members-are wor~ing to 
create, foster and develop activity 
WITHIN OUR STATE ASSOCIA­
TIONS, rand to do this we communi­
cate with one ain101Jher. 

But, have you ever stopped to 
reali2le that on a member-to-member, 
and association-to-association, basis 
there is a total void- a complete aib-

sence of communication between your 
association and any other state asso­
ciation. Inter-association communica­
tion on ainy formal or recognized basis 
is ,entirely non-existent. Now, this 
IACC concept is intended to remedy 
and correct this; it is designed to sup­
ply some inter-association contact, or 
communication, where none now 
exists. 

May:be yiou feel a little bit like I do. 
You have heard so much aibout the 
communication business you ra:re ac­
tually a little tired of hearing the 
word. Well- I'll agree to that. But 
neither you nor I can gainsay the fact 
tha:t without communication, we not 
only wouldn't have am American Land 
Title Associa tion-we wouldn't even 
hav·e a state association. 

Now, I don't want to bore you with 
a ll this oommuinkation talk and I am 
cer tain you will agree with my evalu­
ation of its importance anyway, so 
I'm not going to dwell on this any 
longer . And, in passing, let me take 
just a minute to note and recognize 
the vastly improved job the Ameri­
can Land Title Association is doing. 
In recent years there seems to 'be an 
increasingly acute awareness, a grow­
ing sensHiv~ty, to the needs of the 
members and the necessity of render­
ing more and better service to its 
members which-as ra trade associa­
tion, is its principal and prime func­
tion. The recently announced public 
relations program - the advertising 
program just inaugurated - and the 
proposed National Abstracters School 
- are just two examples of this. Inci­
dentally, there is much more oo.m­
munication between 1725 Eye Street, 
NW now than there ever was before 
- lbut we srud we would lay off this 
communications kick. 
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You will want to know how this 
IACC thi1ng got started at all. Mayibe 
you are thinking- "Yeah, I'd like to 
know what screwball dreamed up this 
weirdie." Well- I'll tell you. A year 
ago, when the dir.ectors of the Wis­
consin Title Association scratched 
right through the bottom of the ba'I'­
rel and came up with me-I sbarted 
to do a lot of thinking. The inJternal 
affairs - the intra-state probems of 
our association didn't worry or bother 
me too much sine basically-they 
aren't too much different from an 
01·ganization.al standpoint, from the 
problems encountered in running 
other organizations that I have head­
ed up ov.er the years-just as you 
have done in your own jurisdictions. 
However, this is the first time that I 
have served as the head of an organ­
ization of state-wide significance-and 
impact- and it is the first time that 
I have enjoyed responsibility for an 
organization that has a direct conn€'C­
tion with the national scene. I am re· 
ferring, of course, ito the fact that my 
state association - and yours-are 
component and affiliated associations 
of the American Land Title Associa­
tion. Without my association, and 
yours, there wouldn't ibe any AmerJ­
can Land Title Association. 

THIS IS WHAT BOTHERED ME. 
The facit that I didn't know a single 
soul in our sister state8---'Michigan, 
Illinois, Iowa, Minneosta, or any­
where else, for that matter-that was 
an officer of his state association. We 
have been fortunate, in Wisconsin, to 
have had a number of men, starting 
perhaps with A•l Achten (our secre­
tary for many years) and going down 
through Dick Johnson, Leonard Fish, 
Otto Zerwick, and especially T·om 
Holstein and Bob Kniskern, who have 
been aietive at the national level, and 
who never seemed to tire of urging 
the rest of us laggards to sitart at­
tending national meetings. Th .es e 
men, particularly Kniskern and Hol­
stein, were constantly recruiting new 
prospects for attendance at these na­
tional meetings and conventions. Now, 
as I began to mull this over-I was 
struck by the realization that if a 
couple of these fellows pulled out of 

ON THE COVER 
The youngster on the cover of 

this month' 'TITLE NEWS has an 
innocent, eager look about him. He 
doesn't realize that he has inher­
ited many vexing problem , includ­
ing the pmposed Model Tcitle In­
surance Oode, development of 
standard underwriting practices, 
plant maintenance and expansion, 
unfair ancl discrhninatory compe­
tition from certain professional 
groups, deep concern about the 
welfare of our nation and a dire 
need to educate the public as to 
the nature and value of his serv­
ices. 

Perhaps we should all follow his 
example; live one day at a time, 
confronting each problem as it 
arlses with in~elligence, dignity 
and giood wilL With the kind of 
leadership we enjoy in the Amer­
ican Land TitLe Assooiation, these 
problems WILL be solved. 

The officers and staff wish you 
indeed a 

HAPPY NEW YEAR 

the titre Jindustry, or for other ireasons 
were eliminated from the pioture­
our pipeline wouldn't exist. 

The more that I thought aibout it 
the more I was struck with the need 
for activity and communicaition be­
tween the states because-you see-­
that's all we are doing here. Basic­
ally, that's what our AmerJcan Land 
Title Association is-sort of a central 
clearing-house. 
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Certified Land Title Searcher 
(CLS) 

MORTON McDONALD, Chairman of Board, The Abstract 

Corporation, De Land, Florida 

It has been the desire of many of 
us in the title field to raise the stand­
ards of the profession. In the strict­
est meaning of the word profession, 
I do not think our work can be so 
classified. However, I feel that every­
one dealimg in services can, possibly, 
be classified as professional people. 
You do not raise the standard of any 
business or profession by m e r e 1 y 
changing the name of the product or 
service. Certainly, the standard must 
be deserved before it will be accepted 
by the public. 

When the CLS program was first 
suggested to me I was not overly 
enthusiastic. Even the first time I 
presented the program to the mem­
bers of the Florida Land Title Asso­
ciation at one of its annual meetinrrs . 
I was not completely sure that this 
was the program we wanted. After 
studying this program and after hav­
ing had it in operation for two years 
now, I am convinced that we are 
progressing in the right direction. 

Now let us get into the meaning, 
the setup and the functions of the 
CLS program. First, what does CLS 
mean? CLS means, Certified Land 
Title Searchers. In 1960 a constitu­
tion and by-laws were adopted by 1Jhe 
Florida Land Title Association. Arti­
cle I gives the name as "The Florida 
Institute of Certified Land Title 
Searchers, a non-profit professional 
organization." 

Article II sets out the objects which, 
in short, are to recognize properly 
qualified 1persons with the title "Certi­
fied Land Title Searchers," commonly 
known as "CLS"; and to promote and 
maintain higher standards in the pro­
fession; and to formulate rules of 
professional conduct; to promote bet­
ter relations with others in related 
fields; to establish educational stand­
ards for the profession and to conduct 

meetings, services, conferences, and 
educational courses that will be help­
ful in realizing their ob.iectives. 

The code of ethics as adopted is 
the code of ethics of the American 
Land Title Association. 

The minimum requirements of 
membership are: a person must be 
at least thirty years of age; must 
have creditable experience with an 
abstract or title insurance company 
holding membership in The Florida 
Land Title Association for at least 
seven years. A person must success­
fully pass an examination given by 
the Examining Board of the Institute 
which examination must include first, 
questions to determine the applicant's 
knowledge of the Institute's Constitu­
tion and By-Laws, rules of ethics and 
regulations; second, knowledge and 
ability to prepare a comp1ete abstract 
of title and knowledge that would 
cause one to be considered an expert 
in the field of land title searching; 
and third, a general knowledge in the 
field of title insurance. A person pass­
ing these requirements shall be en­
titled to a membership certificate. 
However, this certificate shall be sur­
rounded whenever the individual's 
membership is terminated for any 
reason. There are two classes of mem­
bership. First, the active member, 
composed of members who are em­
ployed by a member of the Florida 
Land Title Association, and, second, 
the inactive member, being one who 
is no longer employed by a member 
of the Florida Land Title Association. 
An inactive member can attend meet­
ingis of rthe Institute, but sha1l have 
no voice in the activities. 

One may resign, as he can from 
most organizations. A member may 
be suspended or expelled by the 
Govierning Council or by a vote of 
80 per cent of the membership if he 
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violates the by-laws or rules of pro­
fessional ethics or any regulation of 
the Institute, or if he is found guilty 
by a court of competent jurisdiction 
of fraud or any felony and for other 
reasons about the same as any other 
organization. 

There are no dues for membership. 
The Governing Council can levy an 
assessment if needed. An application 
fee of $25.00 is charged and an ex­
a m i 'TI' a ti on fee of $25.00 is also 
charged. 

The Governing Council is composed 
of five members being the President, 
Vice-President, Immediate Past Pres­
ident, Secretary-Treasurer and one 
member at large. The member at 
large is appointed annually by the 
President of the Florida Land Title 
Association. The examining board is 
composed of the Vice-P11esident and 
two other members appointed by the 
President of the Institute. 

The annual meeting of the Institute 
is held presently just after adjourn­
ment of the annual meeting of the 
Florida Land Title Association. Last 
year was our first such meeting and 
will be continued again this year. We 
closed our State Title Convention at 
noon on Saturday and opened our 
Institute Convention with a luncheon 
on Saturday. The Institute meeting 
adjourned about the middle of the 
afternoon. 

Now you have heard of the organ­
ization and the general setup of the 
Cer~ified Land Title Searchers. Let 
us discuss some of the possible bene­
fits and possible results of such an 
organization. You will note first, that 
there was no grandfather clause. No 
one was automatically admitted re­
gardless of the number of years he 
had been a title searcher. Everyone 
who has been admitted had to stand 
a rigid examination. 

A group of us got together to pre­
pare our first examination. We have 
in the past and will possibly continue 
in the future to hold one examination 
per year. It is a written examination 
given in five different sections of the 
State on the same day. One of our 
members is in charge in each loca­
tion. We started at 9:30 in the morn­
ing and adjourned for lunch at 12:30. 

We reconvened at 2:00 p.m. and ad­
journed at 5 p.m. It was estimated 
that the fastest would take five hours 
and the maximum allowed would be 
six hours. I timed the first group I 
had last year and the fastest took 
four hours and fifty minutes and I 
called for one paper at the end of 
six hours. This person was working 
on the last question when I told him 
the time was up. 

We have changed a few words in 
our constitution and by-laws. The 
most important change being that 
one may receive credit for work with 
a title company in another state. We 
require seven years experience and 
now will allow up to six years service 
outside the state and give an appli­
cant credit for one year for every 
two y e a r s experience outside the 
state. 

It has been suggested by a few 
that this type of organization could 
lead to a form of labor union among 
the title industry. This is not the idea. 
It is felt by most that it will add 
prestige and raise the standard of 
those so employed. We point to the 
CP A's in the accounting field. There 
are many good accountants who are 
not CP A's, but if you want the best 
in accounting you look for a CPA. 
There are many good life insurance 
agents, but when you are looking for 
the best you look for a CLU. Many 
people can appraise real estate fairly 
accurately, but if you want the best 
you get one who is an MAI. So you 
can see with the proper care in select­
ing only the best, a CLS can eventual­
ly mean much to one in the title field. 

I stood the examination along with 
the original group. I will admit that 
my paper was graded by other mem­
bers of the committee that had been 
working with me on this project. It 
could possibly be said that I had the 
inside track. In fact. it might have 
been said, however, I guarantee you 
that I really worked on that examina­
tion paper. Certainly after having 
served the years that I ha~e in the 
profession I was not expecting any 
material benefits for myself. I did 
it to encourage others to better them­
selves and to assist in getting this 
program under way. 
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The CLS Institute has now been 
given the responsibility by the Flor­
ida Land Title Association of han­
dling all educational matters for the 
Association. We have had a number 
of short courses sponsored by our 
Association and directed by the Gen­
eral Extension Division of the Uni­
versity of Florida. Our Institute is 
now in charge of any future courses. 
Our Association, I believe, was the 
first to hold such a short course. We 
have been well pleased with the re­
sults. We ,expect to continue to have 
the General Extension Division of the 
University of Florida direct the 
courses. The guidance and type of 
courses will be decided upon by the 
members of the Institute of Certi:fied 
Land Title Searchers. 

The last examination given to be­
come a CLS was taken by fourteen 
people in the State. Only five passed. 
This does not mean the others were 
not good title people, it did mean that 
to be entitled to be called a CLS you 

must be at the top. At the top, not 
in management, but in experience and 
knowledge of land title searching. 
There are now seventy-two or so title 
searchers in the State of Florida who 
are entitled to sign their name with 
CLS after the signature. It means 
little at present for few people know 
for what it stands. As customers see 
the plaques hanging on the walls of 
the offices of title companies through­
out the State, the meaning becomes 
better known. 

In future years it is hoped that 
this Institute might spread through­
out the United States and become just 
as acceptable as CPA. This is not 
accomplished overnight and it cannot 
be realized without real work and 
thought. The principles and ideals 
must be guarded zealously. The rules 
must be strict. As this is done, a Cer­
tified Land Title Searcher will be rec­
ognized as the best in the field. Man­
agement, employees and the public 
will profit by the higher standards 
demanded by such an organization. 

Record Creation and Retention 
JOHN WAD DELL, Treasurer, Chicago Title & Trust 

Company, Chicago, Illinois 

When I was sixteen years old, I 
learned the first principles of record 
keeping. I had invested my lite sav­
ings by paying $100.00 for a used car. 
Record retention meant nothing to me 
then and the state had not passed any 
laws about registration of title. I put 
my bill of sale under the seat and 
sent for a state license. A few days 
later, someone stole the caT :Dor a joy­
ride and I discovered to my sorrow 
that the pol.ice wanted the numbers 
on the motor befOTe I could get it 
back. There was my lovely car stand­
ing in the police lot and I couldn't get 
it back 1because I hadn't made a rec­
ord of the numbers nOT re1Jained my 
bill of sale. 

Principle Number One: Create rec­
ords appropriate to your needs. 

Principle Number Two: Keep them 
in a safe place. 

Eventually, I recovered my car and 
acquired several more years of edu­
cation, but I do not recall any further 
training on the subject of records. 
Then I started to work and the train­
ing I got as to record creation was 
whait most people get: keep on mak­
ing the same kind, shape, size and 
.:form of record that your pr,edecessor 
dtd. To some 1people, this -is 1still the 
only rule there is about record crea­
tion. You might call it the "Be sure 
it fits the same binder" rule. This is 
just sensible enough to be useful. But 
p1'ease do not turn it into a priinciple. 

Let me s1Jart with the take-off of 
recorded instruments, deeds, mort­
giages, releases. It seems there are 
just two ways to make a take-off. 
Either you copy the whole page with 
a camera, or you copy what you 'Con· 

sider is important by using a type-
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writer or a pen or pencil. Now sup­
pose you use a camera. Those who 
do often seem to think this is the ulti­
mate in record creation and that noth­
ing much can be done about the vol­
ume of paper or film they need tro use. 

The first notion I had when we 
started a photo take-off was, what a 
waste it is to take pictures of two 
sides of a typical deed form. Why 
can't we have a onesided deed, I ask­
ed. Of course, I got a lot of reasons 
why this was impo•ssible. The station­
ers have large stocks. The lawyers 
won't like any tinkering with the 
forms. The recorder will object be­
cause his fee is based on pages copied. 
There isn't enough room. In spite of 
all this, we did get one-sided forms 
introduced in Cook County after two 
years of effort. Warranty deeds, quit 
claims and rel.eases are all one-sided, 
one-pagers; only 25 per cent of the 
documents filed require two pictures. 

W·e have one big stationer in Chi­
cago who made us feel mighty proud 
when he advertised "The first im­
provement in deed forms in 50 years." 
This probably was true - in Cook 
County- but I found a little later that 
similar changes had been adopted 
years before, in other counties, so my 
head is back to normal size. But may­
be you can do even more in yiour 
county. 

Another technique we use to cut 
the volume of paper we create in the 
take-off is reduced size. In our case 
we have adopted a reduction to 80 
per cent of original size, because our 
experience has been that anything 
smaller than this is too hard to read . 

This reduction below original size 
saves some 50 square inches of paper 
on every legal size document and as 
they pile up by the thousands, the 
space saving begins to be impressive. 

Of course, if you ·are making con­
tact prints. reduction is out of the 
question. But some day, when you 
consider enlarging the building to 
hold the records you created, the con­
venience and simplicity of the contact 
print may not be so attractiv.e. 

I have made the point that atten­
tion to record creation begins in the 
Recorder's Office, but certainly it only 

begins there. When we get into the 
title plant, the problem broadens. So 
far as I know, the tJake-off problem is 
similar and universal - that is, the 
principal difference between the take­
off in one place and another is volume 
a•nd method, but the problem is essen­
tially the same. However, in the plant 
you are your own master of record 
creation and retention. 

I can give some specific illustra­
tions but first I'd like to state another 
principle. It's simply this: the suc­
cessful control of records depends on 
constant attention to details of their 
creation and retention. 

I would like to know if you have 
noticed how the introduction of as­
sorted duplicating and copying equip­
ment has an insidious effect on the 
growth of your files. It's just possible 
this phenomenon is confined to the 
tine insurance busi1ness in my city, 
but I doubt it. Consider this: We 
have been producing a file for every 
order in a consistent series for well 
over 50 years. We literally have mil­
lions of them. Not long ago we made 
a careful sample of the file contents 
as part of a record retention study. 
As a by-product, we got these statis­
tics : In 1910 to 1920, the average file 
contained 12 pieces of paper. We have 
simplified and improved our produc­
tivity a great deal since then. but the 
average file produced in 1950 to 1960 
contains 16 pieces of paper- a 33 per 
cent increase. In the old days, dupli· 
eating facilities were limited. If a man 
wrote a legal description on a work 
sheet, ther.e was no easy way to make 
six copies, so the sheet was passed 
from hand to hand ·as various search­
es were made. This delayed the job, 
of course. so today we run off copies, 
pass them out and get the work done 
simultaneously. I can't object to this, 
but here's the insidi·ous part: the 
extra, extra copies. We have aggres­
s·ive manage·rs who just hate to see 
anythi•ng that is being duplicated 
copied over, so no matter how the 
duplication is don by Thermofax, 
on white print or photo copies or ditto 
or multilith or Xerox, one or two 
extra copies are made (to save time 
rand labor, of course); and these get 
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used. That is, someone wrHes some 
notation on them; naturally a file 
clerk can't be sure they are extra and, 
sheet by heet, the permanent file 
grows. Busy people cannot be expect­
ed to worry about just one or two 
little sheets in a file. But you can 
imagine that once two million extra 
sheets are stored away in permanent 
files, we need a quarter of a mile of 
file drawer space we could use for 
other purposes. 

Maybe your volume is thousands 
instead of millions; but every file cab­
inet costs money. If you haven't 
noticed how the ,extra copies are 
sneaking into your files, you can stop 
them before they get so well-imbed­
ded in the files that you can't afford 
to get them out. 

The retention of records is a sub­
ject that often seems to get t'he same 
sort of sporadic attention that the 
average home owner gives to the 
junk that accumulates in his garage. 
He gives no thought to the partly 
filled cans of paint, the half bag of 
concrete and the old tire until a rainy 
Saturday when, in a great burst of 
energy and attention, the whole place 
is cleaned up. This technique works 
in the office, too. You have all seen 
the clean·up that occurs when some­
one gets a new desk or a new pi·ece 
of equipment is installed. But it's not 
the way to ha!Ildle records. "Records," 
of cour e, is a broad ·term. 'Dhere is 
not much point in setting a date for 
disposing of your basic title plant, 
but how about the duplicate set you 
acquired when the pr.esent firm was 
formed, or when you took over the 
business of a deceased competitor? 
I strongly favor a decision on how 
long they are to be kept the day you 
stop making entries. Compare the re­
sults of deciding to keep them for 15 
years on this day- Le., when every­
thing i fresh and clear - with the 
problem of deciding the same ques­
tion 15 or 20 years later. Granted, it 
may not be your probiem or mime 20 
years from now, but it's really tough 
for a manager, who needs space or 
is about to move, to find out if old 
records have any value. He asks the 
old timers and gets answers like, 
"Yes, we use them from time to 

time." He tries to get an example and 
they tell him about a case as if it 
happened yesterday. But then he 
learns it happened 10 years ago and 
saved a trip to the courthouse. Can 
he safely discard it now? Of course 
not. Just to be safe, he decides to 
keep it 15 years more. If some pre­
decessor, or he himself for that mat­
tff, had decided 15 years ago, he 
would not need them now. The final 
review and destruction order would 
be no problem. 

I know of several instances where 
hasty decisions to make room right 
now by destroying a record have been 
costly. I have never seen a case where 
a considered decision to desbroy a rec­
ord in the future, whethe·r one year 
or twenty, proved to be wrong. We 
set up our first overaH retention 
schedule in 1939. That is, we review· 
ed a large number of records and 
made a lot of 5, 10, 15 and 20-year re­
tention decisions then. None of these 
was wrong, although some may have 
been over-cauHous. The trouble is 
with the "permanent retentions" and 
with the ones we overlooked or the 
new ones which were never goiing to 
be a problem. 

Any record retention program re­
quires a special kind of man with 
faith in the future. The young man 
of 25 simply doesn't have it. He may 
buy a 20 pay life insurance policy, 
but he cannot conceiv.e of the new 
accounts receivable ledger he's post­
ing as ever being a record retention 
problem. On the other hand, the fel· 
low who is going to retire in a year 
or so is too reckless. He will let you 
destroy the corporate charter and the 
tract books a year after his retire­
ment. But seriously, how long to keep 
records; whether t h e y be take-off 
slirps or copies of paid bills, requires 
the same constant attention to detail 
that is important in record creation. 
Some common sense, and a schedule 
of legal requirements, which will cov­
er matters like income tax records 
and payrolls, but will not be much 
help on the typical title plant records, 
are needed. A letter size loose-leaf 
notebook containing descriptions of 
each record type, the decision made 
and an indication of why, is impor-
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tant because you and your successors 
will consult the notebook for years. 
You will need a tickler system to 
bring up dates for things you decide 
to do. It is often practical to mark 
the record itself. For example, wrap 
the old book you decided to keep for 
five years in paper, and put a sticker 
on the package, "Destroy in 1968." 
Come 1968, if the book is still wrap­
ped, the decision was probably sound. 

Enforcement of these retention de­
cisions may be more difficult than 
you think. It depends on the type of 
record, who has it, and where it is. 
Suppose you have a file drawer con­
taining receipts, and you guess you 
will fill this in five years. There is no 
specific time you have to keep them, 
so you decide on five years. So Susie, 
who does other things, files receipts 
in the drawer and it fills up in four 
years. Naturally, she s tarts another 
drawer, and there is no pressure on 
her for another four years. By that 
time the draw r is filling every three 
years and nobody looks at the instruc­
tions you put in the front of the first 
drawer to pitch out those over five 
years old. This is only one set of 
files and won't be the only one, and 
the only answer I know is periodic 
review and follow-up to see that the 
program is working. This may mean 
another job for the boss in the small 
office, but he has the advantage over 
m e. I'll have to requisition a janitor 
to come get the pile of papers and 
fill out a cremation form to get them 
burned. 

I would like to include some ob­
servations on record restoration. We 
have always been concerned about 
the possibility of the loss of our title 
plant by fire or other catastrophe. 
Certainly the best way to solve this 
is to avoid having to restore by tak­
ing every possible precaution to pre­
vent loss. So I would not spend money 
or time on a restoration program 
until I had done what I could to be 
sure I would not need it. But you may 
have noticed that this creates a state 
of mental conflict. If you have sold 
yourself or your Board of Directors 
on a fire protection program includ­
ing fire-vesistant cabinets, an auto· 
matic alarm, and co2 gas extinguish-

ers in a so-called fireproof building, 
it's hard, if not impossible, to go on 
from there and start planning what 
you would do if all this failed. It's 
extremely hard to plan for an event 
you simply don't believe in. 

I therefore contend that before you 
start a restoration plan- and let me 
make it clear, I think you should 
unless you are looking for an excuse 
to get out of business- before you 
start planning, you need either a vivid 
imagination or a good scare. EVen if 
you have had a tradition of being con­
scious of and doing something about 
record restoration, as we have, there's 
nothing so effectiv'e as looking at 
what a fire or boiler explosion or a 
flood can do to records. It doesn't 
have to be a tine plant- any office 
will do. 

For instance, Inland Steel Company 
built a fire-proof stainless steel and 
glass skyscraper across the street 
from The First National Bank in 
Chicago. One of the tenants was an 
accounting firm whose work sheets 
are as vital to their business as your 
records are to you. I don't know what 
happened, but they had a fire in this 
brand-new accounting firm office that 
left the office in a mess and seamed 
the face of the beautiful new build­
ing for a month or more. 

Not long after, I stayed in my own 
office after hours and rode down the 
elevator in time to see a large crew 
of firemen carrying coil after coil of 
hose down into our sub-basement. 
Others were busy connecting a pum­
per to the fire hydrant. As I watched 
the hose from the pump to the base­
ment fill under pressure. the hose 
kinked and burst; and in about a 
minute there was 6 inches of water 
on Clark Street. About that time, I 
thought of the 250,000 files and other 
records we have in vaults below the 
street, and I had no trouble visualiz­
ing our file clerks taking skin diving 
lessons. Fortunately, the fire was in 
the boiler room. The firemen put it 
out quickly and efficiently without 
getting a drop of water in the file 
vault. But that's what I mean by sug­
gesting you get conditioned so you 
believe it could happen to you. 
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Now that you are conditioned, what 
should you plan? As I see it, you 
first decide you have an obligation to 
your stockholders, your employees 
and your customers to get back in 
business in the least possible time, 
People will be patient and understand­
ing for a few days, but when their 
deals are going to fail or, their loans 
are held up, they are going to look 
for alternatives. So time is more im­
portant than mere feasibility of re­
storing the plant. 

Not having seen your plant and not 
knowing what you have already done 
in anticipation of destruction, I would 
be foolish to suggest just what you 
should plan to do. Some operators 
have what amounts to duplicates of 
their important records on microfilm. 
Others have compromised by obtain­
ing a duplicate of a security film 
produced by the Recorder, and I ex­
pect there are various middle-of-the­
road programs where some paper 
copies. some film and a lot of wishful 
hopes are stored in a bank vault or 
other safe location. 

I have these suggestions: Having 
a copy of your own records without 
a plan for getting back in business is 
not enough. You must also spend a 
few hours going over what you would 
actually do if your records were de­
stroyed. 

I'm told that business firms which 
have suffered unexpected loss of rec­
ords found two things most discon­
certing. First, the contents of their 
desks- the stuff they were working 
on yesterday- was the most serious 
immediate loss. Someone always had 
a bundle of the most important pa­
pers in the place right on his desk 
the night the tornado hit. The obvi­
ous moral to this is exercise the same 
vigilance about irreplaceable papers 
as you would about currency. Nobody 
goes home 1 aving $10,000 in dollar 
bills in a desk drawer, in spite of the 
fact that thieves are not more likely 
to ransack the office that night than 
the tornado is to hit it. 

'fhe second disconcerting thing 
about a records disaster type of loss 
is almost funny until you think about 
it. The thing that really stops a busi­
ness office cold is lack of raw mate-

rial. That is, paper forms. All the 
vital records may be preserved in the 
safe or the fireproof cabinet but they 
can't take an order, write a letter, 
pay a bill, issue a certificate of title 
or a title insurance policy for lack of 
forms. I imagine this is more likely 
to paralyze the large office than the 
small one, but it's something to con­
sider in the restoration p r o g r am 
oriented toward getting back in busi­
ness soon. 

I have one practical suggestion to 
those who have rolls of films of their 
important books stored in a safe and 
suitable place. Until a few years ago, 
the only options for using this film 
in place of the original records were 
(1) put it on viewers and start new 
current records, or (2) conventional 
photographic enlargements on paper 
that would not stand much handling 
and wa not very satisfactory if you 
tried to make entries on the photo­
graphs to up-date the record. The 
introduction of the Xerox "Copyflo" 
machine has made it practical to en­
large the film rapidly on card stock 
or on heavy ledger paper and at a 
cost of some 6 cents a linear foot. 
If your records will reproduce well 
as black on white and don't depend 
on some fancy colored ink scheme, 
this form of reproduction might actu­
ally give you a better record than 
the one destroyed. 

Let me conclude by telling you 
about my nightmare. I have heard 
that when the first test of the atomic 
bomb was ready to be fired in New 
Mexico, some of the scientists had 
last-minute doubts as to whether the 
chain reaction would stop with the 
fission of the few pounds of uranium 
in the actual bomb. And they pressed 
the key anyway. I think of this when 
I approve the issue of a new form or 
the adoption of a new record- will it 
stop within the calculated limits or 
will it go on and on, filling up file 
cabinets and then buildings in an 
ever-expanding mushroom cloud of 
paper. It hasn't happened yet, but 
some day- who knows? 

* * * 
He who rides a tiger cannot dis­

mount. 
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Report of Chairman, Title 
Insurance Section 

JOSEPHS. KNAPP, JR., President, The Title 
Guarantee Company, Baltimore, Maryland 

As Chairman of Title Insurance 
Section of the American Land Title 
Association, which I consider a for­
midable and very important organ­
ization, I wish to thank all of you 
for the great honor conferred on me 
for the past year. 

I have endeavored to fulfill the re­
sponsibilities of this office and have 
requested, received and utilized the 
suggestions and great abilities of the 
other officers and members of the 
executive committee of this Section 
in preparing the programs for the 
past Mid-Winter Meeting and for this 
Convention, and in other ways. For 
their help and cooperation, I thank 
each of them. 

I take no credit for the special re­
ports of the various committees which 
will be made at this Convention be­
cause they were appointed and the 
subjects were delegated to them by 
others before the beginning of my 
tenure of office. They and the com­
mittees deserve the credit. 

The material which these commit­
tees have produced shows the time 
and thought required in the prepara­
tion of the reports and I need but 
refer you to the report of the Uni­
form Title Insurance Code Commit­
tee, which represents two y e a r s' 
work, and the reports of the other 
committees. 

Each member of the ALT A and the 
committees of the Association are its 
backbone. The ideas and suggestions 
for work and accomplishments must 
be forthcoming from the membership. 
Your committees are the machinery 
which produce the results and your 
executive and secUon officers, the 
National Officers, the Board of Gov­
ernors and our very efficient national 
staff, with their invaluable help, try 
to steer the programs and activities 
of your Association. 

These thoughts are true for past 
administrations and sections, and will 
follow for the future. Some ex<ecu­
tives are more inspirational than oth­
ers, but that is the way of individuals. 
The heart and pulse of the Associa­
tion is in the membership and their 
individual ideas, thoughts, ambitions, 
contributions and final decisions. 

This year, in addition to the Na­
tional Mid-Winter Convention and 
some special committee meetings, I 
attended the Atlantic Coast Regional 
Conference and the Pennsylvania 
State Title Association Meeting. Both 
of these meetings were excellent and 
rewarding to me, and, I am sure, to 
all others who attended them. 

Although I did not attend other 
s1Jate and regional meetings, I feel 
sure that the problems and discus­
sions at eaoh meeting were approxi­
mately the same amd included volume 
of business available; competition 
therefore; ability and efficiency to 
handle; ways and means to increase 
efficiency; public relations; advertis­
ing; ·ethics in the industry; profits 
returnable; lawyers and bar asso­
ciation activities; staff improvement 
and their availability, and some sub­
divisions of the above subjects. 

The purpose of the National Con­
vention is to bring before it the sub­
jects and problems from the various 
areas and to suggest and resolve, if 
possible, some solutions of them so 
that each member may take a 
thought or two home which will help 
in the solution of his or her local 
problem. 

Our Convention program presents 
reports and discussions of subjects 
which the planners of the program 
think will be of the most interest to 
you. The work and subjects of many 
committees are not limited in their 
benefits especially to one Section of 
the Association, but, in most cases, 
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are beneficial to both sections. Publi­
city programs and the public relations 
of our staff and your officers help 
the whol Title Industry and not the 
members of one particular section of 
the Association. 

As an illustration, I would like to 
comment on a larger user of title 
evidence in its purchasing and use 
of real estate and mortgage invest­
ments thereon. That is the United 
States Government and its agencies. 
They are a tremendous user of the 
services of those who furnish title 
evidence, both abstracts and title 
insurance. 

Some agencies of the Government 
have made changes in their require­
ments and others are now consider­
ing and contemplating changes in the 
title evidence requirements. The first 
change came several years ago when 
some agencies of the Government, in 
their solicitation for bids, requested 
them on the basis of guarantees llin­
ited to fifty percent (50% ) of the ac­
quisition cost of the property. Some 
bids were made on this basis and 
oont!1aots awarded thereon. In effect, 
the Government obtained partial in­
surance and the insurer was obligated 
for all loss from the first dollar to 
the amount of the guarantee and :the 
Government became a self-insurer for 
the excess. This arrangement violated 
sound insurance practice and was not 
acceptable to some msurers. 

Another deviation came this year. 
The FHA, as part of its program to 
dispose of the great number of prop­
erties it had acquired throughout the 
country as a result of its guarantee, 
considered a method of disposing of 
these propertie on a so-called waiver 
basis, which was tantamount to FHA 
becoming a self.insurer of title. The 
details of this contemplated plan were 
brought to the attention of the mem­
bership of the ALTA and your Presi­
dent appointed a special committee, 
of which he was chairman. This com­
mittee met in Washington following 
the Mid-Winter Meeting with some 
members of the staff of the FHA and, 
at a later date, your President, with 
a smaller group of the ALTA com­
mittee, met in the office of the FHA, 
in Washington, with the Commission-

er and members of his staff. The gen­
esis of this meeting was that the 
ALTA would contact its membership 
and have local members contact their 
area FHA Director and submit to him 
suggested veasonable methods for 
handling these transactions in accord­
ance with local customs and practices. 
This was done and special proposals 
were submitted in most, if not all, 
areas. 

The FHA initiated a pilot program 
in seven cities on April 9th, 1963, but 
I have not been advised as to the 
success of the program in these 
cities, nor do I know to what extent 
our members participated in furnish­
ing title evidence for the sales and 
financing. 

However, a development of impor­
tance with which, I assume, many of 
you are familiar, was the offer by the 
FHA, dated July 15, 1963, to sell 
multi-family purchase money and as­
signed mortgages on properties lo­
cated in numerous states. This offer 
contains the following: 

"In lieu of furnishing a title pol­
icy bvought down to date of 1sale of 
the mortgage, FHA Regulations af­
ford the purcha er and all subs -
quent holders the protection set 
forth in Sect. 207.259a, as follows: 

"If the Commissioner sells a 
mortgage and such mortgage is 
later 11c-assigned to him in ex­
change for debentures, or the 
property covered by such mort­
gage is later conveyed to him in 
exchange f o r debentures, the 
Commissioner will not object to 
title by reason of any lien or oth­
er adverse interest that was sen­
ior to the mortgage on the date 
of the original sale of such mort­
gage by the Commissioner." 
The a:!ioregoing is what I referr,ed 

to before as a method of sale which is 
tantamount to a government agency 
becoming a self-insurer of title. 

The FHA, under date of July 19, 
1963, issued Property Disposition Let­
ter No. 82 to Directors of all FHA 
Field Offices, entitled "Private Fi­
nancing of Acquired Home P11operties 
Sales." Under the above private fi­
nancing plan proposed, FHA assumed 
"reasonable and customary cost of 
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obtaining financing and closing costs." 
The term "financing" i n c 1 u d e s a 
charge for arranging financing, if 
any; attorney's fee; service charge 
not to exceed $20.00 or 1 % of the 
principal amount of the mortgage, 
whichever is the greater; cost of title 
evidence; survey; credit reports; pho­
tographs, if any; State and Federal 
Revenue Stamps; transfer ta~es, if 
any; recording fees; and such other 
reasonable and customary charges 
and fees as may be approved. 

You will notice that title insurance 
is not specifically mentioned, but in 
one area a proposal submitted by a 
mortgagee provides that settlement 
expenses are in accordance with title 
company listed charg,es. This pro­
posal was approved by the District 
Director and the proposal forwarded 
to Washington for approval. An inves­
tigation was then made by FHA to 
ascertain whether the Title Insurance 
Companies in this state were subject 
to the supervision of the State Insur­
ance Commissioner and whether the 
title companies were required to file 
Rate Schedules for approval by the 
Insurance Commissioner. 

This investigation disclosed that not 
only were the title compan1es re­
quired to file and obtain approval of 
their charges, but also were required 
to file for approval all forms of the 
title policies which they used. 

The filed Rate Schedules were ana­
lyzed by FHA and, apparently, were 
determined to be reasonable for the 
area because the proposal to use title 
insurance was approved by the FHA 
in Washington. It is indicated that 
the program in this area will be 
under way before this Convention is 
over. 

I believe that information on this 
National FHA program is of such im­
portance to our industry thrat I have 
included it in my report, even at the 
risk of some duplication with the re­
port of our President. It will also be 
brought up for discussion in the open 
forum meeting of the Title Insurance 
Section so each local aspect of it can 
be reported and discussed. This sub­
ject is of interest to all who furnish 

title evidence and not to the Title 
Insurance Section alone. 

The above report shows the desir­
ability of proper state supervisLon 
a:nd regulation ·of the title insurance 
industry aind is a very compelling 
reason for the title insurance indus­
try to complete a suggested Uniform 
Title Insurance Code. 

Any further comment by me on 
the activities of your Association dur­
ing the past year, in view of the 
splendid and detailed report of our 
President at the opening General 
Session meeting, would be redundant. 

From present indications, business 
this year has been comparable to last 
year, and, in most areas, has been 
better. Last year was regarded as a 
better-than-average year, so I assume 
that we should not feel too badly if 
we do as well, or some better, this 
year. 

Competition continues to be k~n 
and t his is good for the industry, as 
it keeps us on the alert and makes 
us energetic in our solicitation for 
business and the perfection and bet­
terment of our services. The many 
mergers of title companies are pro­
ducing change s not heretofore ex­
pected or foreseen. The West moves 
EJast and the East moves West and 
new interests enter the tit1e insurance 
field. This is an indication of the 
growth and expansion of our indus­
try. 

NEW ALT A SEAL 

TWO SIZES 

$2.00 EACH 
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Real Estate Investment T rusts 
JAMES G. SCHMIDT, Executive Vice President, 
Commonwealth Land Title Insurance Company, 

Philadelphia, Pennsylvania 

Like most of you, I have devoted 
a large part of my life to the prob­
lems arising in the insurance of tit1es 
to real property. During these years 
it has been my custom to try to learn 
the significance of each legal or title 
term which I have heard or seen in 
my daily work. Unfortunately, I have 
found that the meanings of some 
words or terms would just not stay 
with me. Each time I would come 
in contact with them, I would have 
to go back to the Legal Dictionary, 
read the definition, and each time I 
would promptly forget the meaning. 
At this moment I can think of a num­
ber of these illusive terms. For ex­
ample, the word "poudrette" seen so 
frequently in offensive use restric­
tions- somehow, its meaning escapes 
me. Or the term "brundage clause" 
required by some lenders in a mort­
gage. And in this same category, since 
law school days, I have often come 
across the p hr as e "Massachusetts 
Trust," and never quite understood 
what such a trust signified. 

Then, about three months ago, your 
chairman, Joe Knapp, called me to 
ask me to speak at this session on 
the subject of Real Estate Investment 
Trusts. You can understand from 
what I have just told y;ou that he 
was not calling me as an authority 
on the subj ect, but primarily because 
I had the bad habit of saying yes. In 
any event, I accepted the responsibil­
ity, and inasmuch as the real estate 
investment trust is in form a Mas­
sachusetts trust, there I was, back 
looking in the Legal Dictionary and 
hoping this time that the subject 
would make an indelible impression 
upon my mind. 

I found in 156 American Law Re­
ports, Annotated, that the method of 
conduc'.ing a real estate enterprise in 
the form of a business trust is said 
to have originated in Massachusetts 

as a result of inability to secure cor­
porate charters for acquiring and de­
veloping real estate without a special 
Act of Legislature. As a result, this 
type of organization reached its full­
est development and most extensive 
use in that State. Hence the name 
"Massachusetts Trust." 

Pennsylvania Law Encyclopedia 
Vol. 6, page 280, states that "a busi­
ness, common law or Massachusetts 
Trust (you will note that these three 
terms are used interchangeably), is 
a form of business organization con­
sisting essentially of an arrangement 
whereby property is conveyed to trus­
tees in accordance with the terms of 
an instrument of trust, to be held and 
managed for the benefit of such per­
sons as may, from time to time, be 
holders of transferable certificates 
issued by the trustees showing the 
shares into which the beneficial in­
terest is divided, which certificates 
entitle the holders to share ratably 
in the income of the property, and 
on terminart:ion of the trust, in the 
proceeds thereof. 

In Pennsylvania, prior to 1961, we 
had very few cases in which real 
property was held in the name of a 
business trust. There is still no stat­
ute providing for the formation of 
such trusts, but they are recognized 
in our c a s e of PENNSYLVANIA 
COMPANY vs. WALLACE, 346 Pa. 
532. 

The reason that we had few cases 
of real estate held in a business trust 
prior to 1961 was that persons who 
invested in real estate through such 
a medium did not enjoy the same tax 
break as persons who pooled their 
funds in a company which invested 
the money in diversified stocks and 
bonds. The income from the real 
estate investments ordinarily was 
taxed twice- once at the corporate 
level and again when distributed. In-
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come from a stock investment trust, 
on the other hand, was taxed only 
once when distributed to the distrib­
utee. 

In 1961, Sections 856-858 were added 
to the Internal Revenue Code and 
removed this discrimination by pro­
viding for taxation of real estate in­
vestment trusts in much the same 
way as regulated stock investment 
companies. The income would not be 
taxed in the hands of the trustee and 
along with the advantages of depre­
ciation and accelerated depreciation 
would flow through to the certificate 
holders. lit may well be that this law's 
effect upon real estate investments 
will be as important as that which 
occurred in the s e c u r i t i e s field 
through the growth of mutual funds. 
If this occurs, it will be most im­
portant for all of us to have a dear 
understanding of the powers of a real 
estate investment trust. A number of 
trusts specializing in irnvestments in 
real estate and real estate mortgages 
have already been created, and it is 
anticipated that many more will come 
into being during the next few years. 
It was for this reason that your chair­
man has requested that this subject 
be covered at this meeting. 

My approach to the subject will 
be to raise the questions dealing with 
the investment in, mortgage and sale 
of real property, and then attempt to 
answer the questions raised. If I have 
no answers, particularly for your in­
dividual State, I hope at least that the 
questions themselves will help to 
stimulate your thinking on the sub­
ject. 

The first question is:- What is the 
physical make-up of such a trust to 
qualify under the Internal Revenue 
Code? 

It cannot be a corporation, but must 
be an unincorporated trust or an un­
incorporated association which, dur­
ing the entire taxable year, would be 
taxable as a domestic corporation were 
it not for the provisions of the code. 
The regulations specify that the or­
ganization cannot be established as 
a limited partnership. Management 
must be vested in one or more trus­
tees. No property may be held pri­
mairily for sale to customers in the 

ordinary course of trade or business. 
Beneficial ownership must be evi­
denced by transferable shares or by 
transferable certificates, and s u c h 
beneficial ownership must be held by 
at least 100 persons. 

The other requisites apply to in­
come received, property held for sale, 
investments, rents from veal property, 
distribution of income, capital gains, 
taxation of beneficiaries, etc. The 
bulk of the income must be from 
passive income sources and not from 
active conduct of a trade or business. 

In each case, State law must be 
checked carefully to d e t e rm i n e 
whether an unincorporated associa­
tion which meets the requirements 
for a real estate investment trust can 
validly exist and do business under 
the laws of the particular State in 
which it is organized. 

Question 2:- Can such a trust ac­
quire title to real estate? 

Sackman in the "Law of Titles" 
states that business trusts have been 
held to have the power to acquire 
title to and deal with real property. 
Legal title V1ests in the trustees, and 
the validity and nature of title depend 
upon the provisions of the trust in­
strument. 

Undoubtedly the very name of the 
trust indicates that it is intended to 
acqui11e title to real estate. The code 
provides that 75 per cent of the value 
of the total assets of the trust must 
be represented by real estate assets, 
cash and cash items (including 11e­
ceivables), and Government securi­
ties. The term "real estate assets" 
means real property (including inter­
ests in real property and interests in 
mortgages on real property), and 
shares in other real estate investment 
trusts. In the Declarations of Trust 
which I have examined there is a 
specific power to purchase, mortgage, 
sell, acquire on lease, hold, manage, 
improve, lease to others, option, ex­
change, release and partition real es­
tate. Naturally, the right to exercise 
such power will depend upon the law 
of the State in which the real prop­
erty is located. 

Question 3:- Can title be acquired 
in the name of the trust? In other 
words, is the trust a legal entity? 
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Many Declarations of Trust pro· 
vide that real property can be ac­
quired in the name of the trust, and 
undoubtedly in s o me jurisdictions 
such as Massachusetts, Missouri and 
Virginia, the title so acquired would 
be valid. However, in most States 
such title would be questionable, and 
the better practice would be to ac­
quire title in the names of the trus· 
tees or in a nominee. 

The code provides that "the trustee 
will be considered to hold legal title 
to the p r o p e r t y of the trust . . . 
whether the title is held in the name 
of the trust itself, or in the name of 
one or more of the trustees." 

The legal title does not vest in the 
beneficiaries, and the interest of a 
beneficiary cannot be sold under ex· 
ecution as real estate and there is no 
right of partition. It is also important 
that the holders ·of beneficial interest 
shall not be personally liable for ob­
ligations of the trust. 

Even when legal title is in the trust 
name, a mortgage or deed would be 
made by all of the trustees or those 
authorized in the Declaration. 

Question 4:- Must the Declaration 
of Trust be recorded? 

Since the Declaration sets forth the 
powers of the trustee to acquire, 
mortgage and convey real estate, it 
is a muniment of title, and a dupli­
cate original declaration and any 
amendments thereof should be rec­
orded. It would appear that there 
would be no necessity for a special 
Act of Legislature providing for rec­
ording. In some jurisdictions it would 
be necessary to record a certificate 
evidencing the succession of trustees. 

Question 5:- Is there any disadvan­
tage in taking title in the name of a 
nominee? 

Where title is taken in the name 
of a nominee, from a title standpoint 
it would be preferable not to have 
the nominee status appear on the 
face of the conveyance. This leads to 
some self-evident disadvantages. If 
the nominee is an individual, the 
property would be subject to judg­
ments against such an individual, and 
problems would arise at the time of 
death. If the nominee is a corpora-

lion, there would have to be extreme 
care in the formation of such corpora­
tion, otherwise it would be subject to 
corporate taxes which would natural­
ly cut down the amount of the divi­
dends payable to the beneficiaries. 

Question 6:- Is a real estate invest­
ment trust ever considered a partner­
ship? 

It has been said that this depends 
upon the instrument creating it, and 
according to the way in which the 
trustees are to conduct the affairs of 
the group. If the trustees are free 
from the control of the certificate 
holders in the management of the 
property, a trust is created; but if the 
certificate holders are associated to· 
gether in the control of the property 
as principals, and the trustees are 
merely their managing agents, a part­
nership between the certificate hold­
ers is created. 

Typical common law trusts do not 
generally provide for the control of 
the trustees by the beneficiaries and 
often provide no means by which the 
beneficiaries may remove the trustees. 
The Internal Revenue Code states 
tha:t the management must be vested 
in one or more trustee. 

In all of the Declarations of Trust 
which I examined, the Trustees were 
the managers of the trust, but in 
some there was a provision <that the 
trustees are elected annually by the 
beneficiaries and this gives an ele­
ment of control over the trustees. 
Lawyers in Ohio, Florida, Oklahoma, 
Texas and other States are concerned 
about this and think that where such 
right to elect exists, a partnership is 
created and it might affect the limited 
lia!bility of rthe shareholders. Title­
wise, this problem might be solved if 
two or more of the beneficiaries, i.e., 
partners, join in a deed or mortgage 
with the trustees. 

Questilon 7:- Is a real estate inv·est­
ment trust ever considered a oorpora­
tioni? 

Yes, but this does not seem to affect 
its rights to purchase, mortgage or 
sell real property. It could lead to 
the problems of qualifying in a par­
ticular State or to its taxation as a 
corporation. 
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Question 8:- Is it necessary to file 
or register under Fictitious Name 
Act? 

Usually advisable, but failure to 
register would usually not affect the 
validity of a deed or mortgage created 
by the trust. 

Question 9:- Is there any objection 
to the use of the word "trust"? 

Apparently this question has arisen 
in some States including Ohio. In 
Colorado a statute provides that no 
company other than a bank or trus. 
company using the word "trust" in 
its name can do business. 

Question 10:-Is the primary pur­
pose of such a trust the buying or 
selling of real property or the invest­
ment in income-producing property? 

You will recall the requirement that 
a real estate investment trust is a 
trust which does not hold any prop­
erty primarily for sale to customers 
in the ordinary course of its trade or 
business. Gains on the sale of :real 
prnperty held for less than four years 
must represent less than 30 per cent 
of the trust's gross income. As a re­
sult, you will not find a trust con­
stantly buying and selling real prop­
erty. A large real estate investment 
trust would normally be invested in 
relatively few pieces of real estate­
hotels, shopping centers, apartment 
houses, office buildings, bowling 
alleys, etc. Care should be exercised 
that the trust is not actively operat­
ing such investment because this 
would be violating the provision that 
income must not be from activie con­
duct of a trade or business. Hence 
the trust would lease the entire shop­
ping center to a managing corpora­
tion which would operate the center. 

Question 11 :- If a business trust is 
formed in one State, could it acquire 
title to r e al property in another 
State? 

Usually the investments of such a 
trust are widely scattered. Last week 
I was conversing with an attorney 
of such a trust and found that their 
holdings were in Maryland, Georgia 
and Jamaica. This indicates the neces­
sity for study of the laws of the 
State where the real property is lo­
cated. Frequently a trust meets the 

requirements of the State of organ­
ization but fails to meet the require­
ments of the State where they con­
template purchasing real property. It 
would therefore be advisable to con­
sider the requirements of States of 
possible investments at the time of 
formation. 

Question 12:- Does such a trust vio­
late the rule against perpetuities? 

If, under the terms of the trust it 
is perpetual, it would violate the rule 
against perpetuities in some jurisdic­
tions. For this reason it may be ad­
\r:isable for a real estate investment 
trust to be created for a specified 
number of years or for the lives of 
persons named in the trust agree­
ment. 

This question has arisen in Okla­
homa, Hawaii, Michigan, Indiana, Dis­
trict of Columbia and other States. 
New York law provides that if the 
trust can be terminated by either ac­
tion of the trustees or affirmative 
vote of the beneficiaries, the rule is 
not violated. If the consent of both 
trustees and beneficiaries is required, 
the rule would be violated. 

Question 13 :- Can a Real Estate 
Investment Trust acquire title as co­
owner with others? 

This problem arose in a case in 
Maryland. The question is answered 
by the wording of the Internal Reve­
nue Code which includes in the defini­
tion iof "real estate assets," interests 
in real property. Caution should be 
observed that such holding would be 
subject to the right of partition by 
the other parties and a waiver of 
such right of partition might be held 
to violate the rule against perpetuities 
or the rule against restraint of aliena­
tion. 

Question 14:-What States have 
enacted recent laws relative to Real 
Estate Investment Trusts? 

Maryland, 1963, page 178, Chapt. 
93, Act 78 c, effective Juine 1, 1963. 
Real ,estate investment trust recog­
nized as a permitted form of unin­
corporated trust or association for 
the conduct of business in this State. 
The requisites to qualify are those 
set forth in Internal Revenue Code. 
This article shall not be construed as 
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limiting present law with respect to 
any "common law trust," "business 
trust," or 'IMassachusetts trust." 

Declaration of Trust must be filed, 
officers and resident agent identified, 
and security for payment of taxes 
filed. 

Mississippi Code 1942, Vol. 4 A, 
5570-01 et seq. 

"The Mississippi Investment Trust 
Act" effective May 15, 1962, defines 
an investment trust as an express 
trust created by written declaration 
of trust- three or more trustees hold 
or manage trust property as trustees 
for holders of transferrable certifi­
cates evidencing the beneficial inter­
est in the trust estate. One trustee to 
be a natural person resident of Mis­
sissippi. 

Declaration to be recorded with 
Clerk of Chancery Court in county 
of principal business, and with Sec­
retary of State of Mississippi. 

New York - McKinney's Consoli­
dated Laws. R'eal Property Book 49 
(Sections 42 d, 96 and 103) effective 
April 6, 1961. 

96 (7) sets forth the provisions of 
a real estate investment trust as 
proper purposes for which express 
trusts may be created. 

42 d states that such trust shall not 
be deemed to be invalid as violating 
any existing laws against perpetuities 
or suspension of the power of aliena­
tion. 103 provides that the interest 
of the beneficiary may be transferred. 

Kansas 1961, Ch. 117, page 261, 
effective April 13, 1961, relates to in­
vestment companies and to securities 
and notes, and recognizes the -legality 
of investment trusts. 

South Cal-olina 1961, #322, effective 
May 15, 1961, provides that real estate 
may be acquired, conveyed and mort­
gaged by the trustees in the name 
given to or used by the business trust. 
A business trust shall not be affected 
by any rule against perpetuities. A 
business trust may sue or be sued in 
the name and style by which it con­
ducts business without naming the 
shareholders therein. 

'I1ennessee 1961, Chapter 247, effec­
tive March 14, 1961, gives a clear 
simple definition and approval of the 

common law business trust requiring 
filing trust instrument with Secretary 
ot State, county register in county of 
principal office and in county where 
it owns real property. Taxed and 
treated as a corporation. 

Texas Real Estate Investment Trust 
Act-Vernon's Ann. Civ. St. Vol. 17, 
Title 105, Act 6138 A, provides that a 
majority of the trustees be natural 
persons resident of Texas. Declara­
tion must be recorded with county 
clerk of county of principal place of 
business. 

Virginia R e a 1 Estate Investment 
Trust Act-1950 Code 6--577, et seq. 
Laws 1962, provides for creation of 
such trusts. 

Georgia Chapter 10 6, as amended 
in 1961, is a very comprehensive Act 
covering the entire subject. 

If there is no reported case or Act 
of Legislature recognizing a real es· 
tate investment trust in a particular 
State, it would be inadvisable to pur­
chase real property in that State. If 
there is a case recognizing the valid­
ity of such trust but no Act, then the 
general principles of common law 
trusts would apply. When States pass 
Acts on the subject they frequently 
hamper the simple administration of 
the trust within such jurisdiction. 

My research on this subject has 
been far from exhaustive, and I am 
sure that many of you could add 
further information a b o u t these 
trusts. Nevertheless, I have finally 
learned something about Massachu­
setts Trusts and I am glad Joe Knapp 
asked me to review the subject. One 
of these days I'll have to go back to 
the Legal Dictionary and look up 
"Poudrette" and "Brundage Clause." 

* * * 
Realtors-Members of the National 

Association of Real Estate Boards­
who are experienced in urban renew­
al, serve without compensation on 
advisory teams which visit cities at 
the invitation of tlhe local government 
ancl! the real estate board to assist in 
the development of their slum and 
blight elimination program . These 
team visits are one of the N AREB's 
''Build America Better Programs." 
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Allowable Expenses on Travel 
and Entertainment 

RALPH L. PRESTON, Partner, John F . Forbes 
and Company, San Francisco, California 

Section 274 of the Internal Revenue 
Code was enacted in 1962 as a result 
of the Internal Revenue Service's 
pressure on Congress to close what 
it considered a major "loophole" in 
our tax laws. It specifically denies 
deductions for entertainment expendi­
tures, including facilities which do not 
meet certain standards, for business 
gifts exceeding a stated amount and 
for certain traveling expenses. It also 
expressly disallows the deduction of 
any of these items which the taxpayer 
cannot substantiate as to amount, 
time, business purpose, and business 
relationship. The Internal Revenue 
Service is given specific power to 
prescribe s u c h regulations as are 
deemed necessary to carry out the 
purposes of this Section. Regulations 
have now been issued relating to both 
the requirements for substantiating 
travel and entertainment deductions 
claimed with respect to the substan­
tive p:I'Ovisions of Section 274. 

This new legislation is considered 
by some segments of the business 
world, notably the resturant, enter­
tainment, hotel, and resort fields, as 
the most disastrous Federal legisla­
tion since the advent of prohibition­
and that its sponsors and proponents 
are in the same class as those per­
sons who championed prohibition. Un­
doubtedly, these segments of business 
have suffered as the result of this 
legislation, partly because of the un­
certainty e x i s t i n g concerning its 
scope, partly because of the normal 
businessman's antipathy towards 
keeping the required records, and 
partly because some people have been 
engaged in "expense account living." 
Many articles have appeared in news­
papers, magazines, and trade jour­
nals, attempting to outline the new 
rules laid down by this legislation. 
One of the clearest explanations for 

the businessman has been compiled 
by the Treasury Department and may 
be reprinted by trade associations, 
etc. It is entitled "Questions and An­
swers for the Businessman." 

Prior to the enactment of Section 
274 of the Internal Revenue Code, the 
basic question concerning the deducti­
bility of travel and entertainment ex­
penses was whether it was personal 
or business. Normally, if a taxpayer 
could show a business relationship to 
the recipient of the entertainment, 
the expenditure was allowable, even 
though technically he could be re­
quired to show that it was ordinary 
and necessary to his business. In 
practice, if he could demonstrate that 
it was not personal and that there 
was a business relationship this test 
was usually considered to be met. Be­
cause of the Cohan rule (1), which 
held that where the evidence indicated 
that a taxpayer had incurred certain 
deductible expendituves but their ex­
act amount could not be determined, 
as close an approximation as possible 
should be made, many entertainmerlJ1: 
deductions were made based upon es­
timates of the taxpayer. One of the 
most important features of the new 
law is the elimination of this Cohan 
rule. 

The substantiation requirements of 
the new law are very explicit. The 
taxpayer must keep adequate records 
to show the amount of any such ex­
pense, the time and place of any 
travel or entertainment, and the date 
or description of any gift, the busi­
ness purpose of the expenditure, and 
in the case of entertainment and gifts, 
the business relationship of the recip­
ient. No longer can he expect to esti­
mate such expenses and reach a set­
tlement with the Revenue Agent. The 
Agent now has the authority to dis­
allow any expenses not adequately 
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substantiated in accordance with the 
abov;e rules. Basically, each employee 
on an expense account is required to 
keep an accurate, contemporaneous 
record of his expenditures in order 
to support his reimbursed expenses 
and this record must be complete 
enough to meet the requiremenrts out­
lined above. In addition, he must keep 
receipts for any single expenditure 
in excess of $25.00 and for all lodging 
expenditures. Cancelled checks alone 
are not sufficient receipts. 

The purpose of this article is to 
discuss what entertainment expenses 
are deductible, and time does not per­
mit a detailed discussion of the regu­
lations relating rto substantiation re­
quirements. However, a few observa­
tions should be made with respect to 
these requirements. First, the em­
ployer should insist that employee 
expense accounts set out the above 
information. If credit cards are used, 
additional information must be con­
temporaneously kept to reflect the in­
formation not shown on the monthly 
statement. In connection with clubs, 
sufficient records must be kept to 
demonstrate the amount of business 
use as compared with total use. In 
the area of record keeping, the per­
sons most likely not to meet the re­
quirements are the executive officers, 
particularly officer shareholders. The 
reason for this is obvious- few people 
enjoy keeping the required records 
and what bookkeeper is going to re­
fuse to honor the expense chit of his 
boss because it doesn't meet the re­
quirements of the regulations. It must 
be remembered, however, that these 
are also the items most likely to be 
challenged by the Revenue Agent. 
Thus, in order to avoid possible whole­
sale disallowance of entertainment ex­
penses it is incumbent upon the offi­
cers, particularly the officer share­
holders to satisfy the record keeping 
requivements. In any organization of 
substantial size it is advisable rto 
standardize reimbursement pr o c e­
dures and expense account forms to 
meet these requirements. Such a prac­
tice has several advantages. It pro­
vides more assurance that the em­
ployee will submirt the necessary doc­
umentation , it is easier to check that 

this information is submitted, and 
consistent use of such a procedure 
will have a favorable impression on 
any examining Revenue Agent. 

Section 274 provides for disallow­
ance of certain expenditures which 
would be otherwise deductible as 
ordinary and necessary expenditures 
under the Internal Revenue Code. 
Thus, it adds no new deductions and 
the items excepted from its provi­
sions must still be ordinary and nec­
essary business expenses in order to 
be deductible. The most important 
restriction is contained in Section 
274(a) and relates to the disallow­
ance (with certain exceptions) of any 
item considered entertainment ex­
pense unless the expenditure is (1 ) 

directly related to the active conduct 
of the taxpayer's trade or business or 
(2) in the case of an expenditure di­
rectly preceding or following a sub­
stantial bona fide business discussion, 
is associated with such active conduct 
of trade or business. The section also 
prohibits the deduction of any ex­
penditure for the cost of maintaining 
any facility used for entertainment 
(including dues of social, athletic or 
sporting clubs) unless the facility is 
used primarily for business and the 
expenditure itself is directly related 
to the active conduct of business. Be­
fore considering the implications of 
t h e s e restrictions, the exceptions 
which are set out in Section 274 (e) 
should be outlined inasmuch as the 
so-called "business meal" exception 
covers a category that normally con­
stitutes the majority of the entertain­
ment expenses of most businesses. 

The exception for the "business 
meal" covers expenses for food and 
beverages furnished to any individual 
under circumstances which are of a 
type generally considered conducive 
to a business discussion. Thus, gen­
erally speaking, if a taxpayer takes 
a customer or business associate to 
lunch or dinner at a restaurant, hotel 
dining room or eating club merely to 
promote goodwill, such expenses are 
deductible even if business is not dis­
cussed since the promotion of busi­
ness goodwill is an ordinary and nec­
essary business expense. This excep­
tion may also apply where the food 
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or beverages are served at the tax­
payer's home on a clear showing that 
the expenditure was commercially 
rather than socially motivated. How­
ever, if the atmosphere is not gen­
erally conducive to a business dis­
cussion such entertainment will not 
be deductible unless it meets the more 
restrictive requirements of Section 
274. The Internal Revenue Service in 
its regulations has taken the position 
that i.f there are substantial distrac­
tions such as entertainment or a 
floor show, the atmosphere is not oon­
ducive to a business discussion. Thus, 
its position is that food and beverages 
furnished in a night club or at a large 
cocktail party do not fall within this 
exception. It is not always necessary 
for the taxpayer to attend the busi­
ness luncheon or dinner himself. For 
example, if a dental equipment sup­
plier purchases a table at a dental 
association banquet for dentists who 
are actual or prospective customers 
of his equipment, the cost of the table 
would fall within this exception. In 
connection with business meals, a rule 
has been developed by judicial deci­
sion that if a taxpayer takes a cus­
tomer to lunch he must exclude the 
por~ion of the bill equal to what he 
normally would spend on his own 
lunch on the grounds that this por­
tion is a personal expense (2). The 
Commissioner of Internal Revenue 
has announced that this rule will be 
applied largely to abuse cases where 
taxpayers claim deductions for sub· 
stantial amounts of personal living 
expenses (3). Thus, unless a taxpayer 
falls within this abuse category, it is 
not n cessary for him to make this 
adjustment in his business meal de· 
ductions. 

A question sometimes arises as to 
whether the expenditure is deductible 
if a taxpayer takes an employee or a 
competitor to lunch. Since the "busi­
ness meal exception" covers lunches 
for any individual, the restrictive re­
quirements of Section 274 are not 
applicable. Accordingly, if the prin­
cipal purpose of taking the employee 
or competitor to lunch is business 
rather than personal, it should be 
deductible without regard to these 
new restrictions. Often, for example, 

the best time to discuss a particular 
business problem with an employee 
is at lunch away from the interrup­
tions o.f the office. Many helpful sug­
gestions can be obtained from dis­
cussing mutual problems with a com­
petitor; the taxpayer doesn't have to 
steal business secrets in order to 
show a business purpose for taking 
a competitor to lunch. 

One more important observation 
with respect to the "business meal" 
and other exceptions under 274(e) 
should be made here. These items 
are merely excepted from the restric­
tive substantive requirements of de­
monstrating that they are either 
"directly related to" or "associated 
with" the active conduct of the trade 
or business. There still must be a 
business purpose, for example, good­
will, and the record keeping require­
ments of Section 274(d) must be 
complied with. 

The other exceptions with respect 
to entertainment which are not sub­
ject to the new restrictive rules of 
Section 274(a) actually cover items 
that many persons would not nor­
mally consider entertainment ex­
penses. These exceptions include food 
and beverages furnished on the tax­
payer's business premises primarily 
for his employees, expenses treated 
as compensation to the employees, 
reimbursed expenses, recreation ex­
penses primarily for the benefit of 
employees other than officers, share­
holders or other highly compensated 
employees, e mp 1 o ye e stockholder 
business meetings, entertainment ex­
penses directly related to necessary 
attendance at bona fide business 
meetings of business leagues, items 
available to the public, and entertain­
ment sold to customers. The more 
important of these exceptions will be 
discussed later in this article. 

Section 274(a) is applicable to any 
activity which is of a type generally 
considered to constitute entertain­
ment, amusement, or recreation. 
Thus, even if such an item might b2 
otherwise allowable as advertising, 
compensation, or other expense, it 
will be disallowed by Section 274(a) 
unless it meets the business relation­
ship requirements thereof or is spe-
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cifically exempted by Section 274(e). 

The regulations consider that the 
term entertainment may include an 
expenditure claimed as a business ex­
pense which is incurred in satisfying 
the personal living requirements of 
an individual. Certain exceptions to 
this rule include supper money paid 
to an employee working overtime, 
furnishing accommodations to em­
ployees while in business travel sta­
tus, or an automobile used in the 
active conduct of a trade or business 
even though incidentally used for 
commuting to and from work. Fur­
nishing accommodations or an auto­
mobile to an employee or business 
customer for vacation use would con­
stitute entertainment. 

The exact meaning of the term 
"directly related to the active conduct 
of the taxpayer's trade or business" 
is subject to wide interpretation. If 
the background of Section 274 and 
the reports of the Senate Finance 
Committee and the House of Rep­
resentatives Ways and Means Com­
mittee are ignored, it could be argued 
that this language adds nothing to 
the existing requirements of the busi­
ness relationship of entertainment 
expenses. As previously stated, it has 
always been required that entertain­
ment expenses must be ordinary and 
necessary to the business in order to 
be deductible. The Supreme Court 
has indicated that in order for an 
expenditure to be an ordinary and 
necessary expense it must be directly 
related to the business (4). However, 
in view of the aforementioned reports 
and the legislative background, we 
must assume that a closer business 
relationship is required within the 
meaning of this term. Commissioner 
of Internal Revenue, Mortimer M. 
Caplan, probably made the most 
candid statement concerning this 
question in his remarks at the news 
convention on issuance of the pro­
posed regulations when he said, "The 
Committee reports indicate Congress 
intended that there must now be a 
closer relationship between most T & 
E and the taxpayer's business than 
have been required under prior law." 
In any event, the Commissioner's reg­
ulations, require a closer association 

to the business than that required 
under prior law. 

The proposed regulations set out 
two types of circumstances under 
which entertainment expenses will be 
considered as being directly related 
to the active conduct of business. 
Under the first, the expenses will be 
directly related if the taxpayer can 
clearly demonstrate that at the time 
he incurred the expense he had more 
than a general expectation of deriv­
ing income or other specific business 
benefit (other than go0dwill) at some 
indefinite future time, that he did 
engage in the active conduct of busi­
ness during the entertainment, that 
the principal aspect of the combined 
business and entertainment was busi­
ness, and that the expenditure was 
made with respect to the person with 
whom he discussed business. It is not 
necessary that more time be devoted 
to business than to entertainment. 
The regulations presume that enter­
tainment at a night club, theater, 
sporting event, or vacation resort is 
not directly related, and the taxpayer 
would have to overcome this pre­
sumption by showinti special circum­
stances that the statutory standard 
was met. In addition, the active con­
duct of business is not considered to 
be the principal character of a com­
bined business and entertainment ac­
tivity on hunting or fishing trips or 
on yachts unless the taxpayer clearly 
establishes to the contrary. 

The o the r circumstances under 
which entertainment will be consid­
ered directly related is entertainment 
provided in a clear business setting 
directly in furtherance of a taxpay­
er's trade or business. The taxpayer 
must first clearly establish that any 
recipient of the entertainment would 
have reasonably known that the tax­
payer had no motive in incurrilng the 
expenditure other than directly fur­
thering his trade or business. Pre­
sumably, this requirement is to pre­
vent application of this provision to 
entertainment of social or personal 
friends. In addition, this provision 
will not be applicable if the enter­
tainment occurred u n d er circum­
stances where there was little or no 
possibility of engaging in an active 
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conduct of a trade or business such 
as where the taxpayer was not pre­
sent or there were substantial dis­
tractions as at night clubs, theaters, 
sporting events, or cocktail parties, 
or if the taxpayer meets with persons 
other than business associates at 
cocktail lounges, country clubs, golf 
clubs or athletic clubs, or vacation 
resorts. However, entertainment of 
a clear business nature which occurs 
under circumstances where there was 
no significant personal or social rela­
tionship between the taxpayer and 
the recipient, may be considered to 
have occurred in a clear business 
setting. The scope of this provision 
is not clear since it is doubtful that 
this last provision gives the taxpayer 
carte blanche for goodwill entertain­
ment of any person who is not a 
personal or social friend. The exam­
ple given in the regulations for ap­
plication of t h i s rule relates to 
entertainment of business representa­
tives and civic leaders at the open­
ing of a new hotel or theatrical 
production where the clear purpose 
of the taxpayer is to obtain business 
publicity rather than to create or 
maintain the goodwill of the recipi­
ents of the entertainment. This 
should cover entertainment of similar 
nature at the opening of a new 
branch office. W h a t other circum­
stances it might cover may be ques­
tionable. In addition, the regulations 
provide that any use of a club for 
"business meals" is treated as direct­
ly related entertainment. Thus, if a 
taxpayer belongs to such a club and 
takes business associates for lunch 
in order to create or maintain good­
will, his club dues wuld be deductible 
to the extent allocable to this func­
tion with o u t any further require­
ments. 

Under Section 274, the taxpayer 
may also deduct entertainment asso­
ciated with the active conduct of his 
trade or business if the entertain­
ment directly precedes or follows a 
substantial or bona fide business dis­
cussion. This provision was not con­
tained in the original bill which was 
proposed by the Internal Revenue 
Service but was included in the com­
promise agreement be t we en the 

House and Senate before the final 
enactment of the bi 11. The back­
ground of this prov1s10n demon­
strates that it was included primarily 
to allow deduction of goodwill enter­
tainment under the circumstances 
outlined. The regulations provide that 
entertainment is considered asso­
ciated with the active conduct of 
business if the taxpayer establishes 
he has a clear business purpose and 
the expenditure is allocable to the 
person who engaged in the business 
discussion or a person closely con­
nected to him. 

The taxpayer must actively engage 
in a meeting, negotiation, discussion, 
or other bona fide business transac­
tion for the purpose of obtaining in-
ome or other specific trade or benefit 

other than goodwill immediately or 
at a definite or readily determinable 
future time either immediately before 
or immediately after the associated 
entertainment and the principal char­
acter of the time spent together by 
the taypayer and the persons enter­
tained is the active conduct of busi­
ness. In other words, the Internal 
Revenue Service will not recognize 
an incidental business meeting fol­
lowed by substantial entertainment. 
However, again, it is not necessary 
that more time be spent in the busi­
ness meeting than in the entertain­
ment. It should be noted that there 
is no requirement that associated 
entertainment be carried on under 
circumstances conducive to business 
discussions. Therefore, if it immedi­
ately precedes or follows a substan­
tial business discussion, the enter­
tainment can take place at night 
clubs even if there are substantial 
distractions. However, in any event 
it must have some business purpose 
for the entertainment such as to the 
creation or maintenance of goodwill 
in order to meet the ordinary and 
necessary test which is required of 
any expenses to be deductible. 

To the extent the entertainment 
expenditure is lavish or extravagant 
no deduction will be allowed. No 
guidelines are laid down as to what 
is lavish or extravagant except that 
whether an expense is lavish or ex­
travagant depends upon all the cir-
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cumstances of the particular case. 
Expenditures for facilities are not 
necessarily disallowed u n d e r this 
rule, provided they meet all other 
requirements. The real difficulty with 
this rule is that what may seem per­
fectly reasonable to a taxpayer may 
be construed as lavish or extravagant 
by a revenue agent. 

Generally the recipient of the en­
tertainment m u s t be a "business 
associate." This term is defined as a 
person with whom the taxpayer or 
his representative could reasonably 
expect to engage or deal with in the 
active conduct of his business such 
as customers, c 1 i en ts, employees, 
agents, partners, or professional ad­
visors, actual or prospective. With 
certain exceptions as to the wives of 
"business associates" there must be 
a business relationship between the 
taxpayer and the recipients. Under 
certain circumstances if nonbusiness 
guests were present, the portion of 
the entertainment allocable to the 
business guests would be deductible 
if the proper business purpose were 
present. An example of this would be 
associated entertainment for good­
will purposes where the taxpayer had 
held substantial business discussions 
with the business associate and enter­
tained him in the evening for good­
will purposes in company with social 
friends. It appears that a taxpayer 
will no longer be able to deduct the 
portion of the entertainment allo­
cable to the social friends, even 
though they were invited in order to 
aid in the goodwill entertainment. 

Section 274 (b) prohibits the deduc­
tion of business gifts in excess of 
$25.00 annually to any one recipient. 
A gift to the wife of a business cus­
tomer is treated as a gift to the 
husband unless the wife has a busi­
ness connection with the d on or. 
Packaged food or beverages for con­
sumption at a latter date are con­
sidered gifts rather than entertain­
ment. The taxpayer can treat tickets 
either as gifts or as entertainment 
if he does not accompany the receip­
ient to the event. If he accompanies 
the recipient, tickets will constitute 
entertainment. If a large group of 
tickets are given a business firm, this 

limitation will not apply if under 
the circumstances it can be shown 
the tickets were not for the use of a 
particular individual or limited class 
of individuals. Three other exceptions 
to this limitation are: 

1. Identical items costing $4.00 or 
less on which the taxpayer's 
name is clearly and permanent­
ly imprinted, such as pens, plas­
tic bags, etc. and which are 
generally distributed by the tax­
payer. 

2. Signs, display racks, etc. to be 
used on the business premises 
of the recipient. 

3. A service or safety award to an 
employee consisting of tangible 
personal property not costing 
the taxpayer more than $100.00. 

This section has the effect of pro­
hibiting the deduction of any business 
gifts other than nominal ones. In 
addition, of course, Section 274(d) 
provides very specific requirements 
for record keeping with respect to 
gifts. For example, if a business firm 
buys substantial amounts of liquor 
for Christmas gifts, the costs of any 
bottles not properly accounted for 
could be disallowed. The $25.00 lim­
itation would also normally disallow 
a part of any case gift to a single 
individual. 

Section 274(c) is designed to limit 
some travel expense which would 
otherwise be deductible. Its applica­
tion is rather narrow since it applies 
only if the travel exceeds one week. 
the time attributable to the nonbusi­
ness activity constitutes 25 % or more 
of the total travel time, and the 
traveler has substantial control over 
arranging the trip. Even under such 
circumstances it will not apply if the 
traveler can establish that a major 
consideration in making the trip was 
not to obtain a personal holiday or 
vacation. If this section does apply 
to a particular trip, the effect is that 
a portion of the traveling expenses 
to and from the destination will be 
disallowed based on the ratio of non­
business days to total days on the 
trip (days of traveling are consider­
ed traveling days). 

Where an employee is traveling on 
behalf of his employer, he will not 
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be considered to have substantial 
control over the arranging of his 
business trip unless he is a manag­
ing executive or directly or indirectly 
owns more than ten per cent of the 
stock of his employer. 

An example of when this section 
would apply would be if the chief 
executive and principal shareholder 
flew to Honolulu, spent one week in 
business and two weeks for vacation 
and then flew back. Unless he could 
demonstrate that either he did not 
have substantial control over arrang­
ing the trip or that a major consid­
eration in his determining to make 
the trip was not to provide an op­
portunity for taking a personal vaca­
tion, two-thirds of his traveling 
expense to and from Honolulu will 
be disallowed. 

It should be noted that even if this 
provision does not apply, a taxpayer 
cannot deduct all of his expenses of 
a combined business and vacation 
trip. In the above example, if Section 
274(c) did not apply because the tax­
payer did not have substantial con­
trol over arranging the t r i p, the 
traveling expense to and from Hono­
lulu would be deductible, but his ex­
penses in Hononlulu applicable to the 
vacation portion of his trip would 
not be. 

A discussion of the major cate­
gories of entertainment expense in 
light of the new law and regulations 
may be more meaningful than an 
attempt to precisely define the terms 
"directly related to" and "associated 
with." Accordingly, consideration will 
now be given to such items as con­
ventions, wives' expenses, baseball 
tickets, golf tournaments, and com­
pany cars. 

The new law has not changed the 
rule that travel expenses of an em­
ployee attending a legitimate busi­
ness convention as well as his busi­
ness expenses at the convention are 
deductible (except to the extent he 
may run afoul of the restrictions on 
traveling expense on a combined busi­
ness convention-vacation trip). Basi­
cally, the employee's travel, lodging, 
and meals at such a convention are 
deductible. A question may arise as 
to the deductibility of his entertain-

ment expenses while at the conven­
tion, but in light of the regulations, 
most entertainment expenses previ­
ously deductible as ordinary and nec­
essary will still be deductible. 

Section 274(e) excepts meetings of 
business leagues which are exempt 
from tax under Section 50l(c) (6) of 
the Internal Revenue Code from the 
more restrictive entertainment re­
quirements of Section 274(a) (most 
industry associations qualify for this 
business league exemption). Thus, 
entertainment expenses incurred in 
connection with such a convention 
need only be ordinary and necessary. 
The regulations provide that any 
officially scheduled meeting of the 
convention shall be considered as a 
substantial and bona fide business 
discussion if the convention has a 
scheduled program of lectures, panel 
discussion, display of products, or 
similar activities, and this program 
is the principal activity of the con­
vention. Accordingly, even if the or­
ganization is not an exempt business 
league, entertainment after the pro­
gram would generally be deductible 
if it were associated with the active 
conduct of business - for example, 
goodwill entertaining. The expenses 
of maintaining a hospitality room for 
maintaining or generating goodwill 
are deductible. 

In order for the above rules to 
apply, the convention must be pri­
marily for business purposes, and the 
primary purpose of the employee's 
trip must be to attend the convention. 
Where the primary purpose of the 
trip is personal, or the convention is 
primarily a vacation the expenses 
will not be deductible (5). The Inter· 
nal Revenue Service may question 
whether a convention is a valid busi­
ness convention if it is held in a 
resort area (particularly if outside 
+ne geographical area of the par­
ticular organization) or if it is held 
on shipboard. However, the conven­
tion s:ite per se will not defeat the 
deduction, if it can be demonstrated 
that the principal purpose is business. 

Section 274 does not affect the 
wives' traveling expenses so that the 
deductibility of these expenses is 
governed by existing law. The Inter-
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nal Revenue Service's position has 
been that these expenses are not 
ordinary and necessary unless the 
wife performs business services com­
mensurate with the expense involved. 
Normally, the fact that the wife is 
required to perform hostess duties, 
that the employer requires the at­
tendance of wives, and that special 
programs are provided for the wives 
is not considered sufficient. Unfortu­
nately, the judiciary have reached 
the same conclusions (6). As a result, 
it is extremely difficult to justify 
deductions for wives' traveling ex­
penses, including traveling expenses 
to conventions. In this connection, 
however, it should be noted that the 
portion of the expense disallowed 
should not be iin excess of the addi­
tional expense incurred by reason of 
the wife's presence. This is important, 
for example, because often a special 
air fare is granted to the wife when 
she travels with her huS1band and the 
hotel cost is normally only slightly 
increased. 

In the field of goodwill or "asso­
ciated with" entertainment expense, 
if the taxpayer's entertainment meets 
the requirements of the new statute, 
the portion thereof attributable to 
his wife or the wife of the business 
customer will be deductible if it 
meets the requirements of the prior 
law that it is ordinary and necessary. 
Thus, if a taxpayer entertains a 
customer for goodwill purposes after 
a substantial business discussion or 
in the evening at a convention and 
because the customer's wife is pre­
sent, and he deems it desirable from 
a business standpoint that his wife 
be present, the entire entertainment 
should be deductible. This is also true 
where the entertainment takes place 
during the business discussion. 

Because so many firms purchase 
season box seats for baseball games, 
the derluctibility of this item is of 
major interest to many taxpayers. 
The deductibility is to be based on 
the individual tickets rather than the 
cost of the season box. An odd rule 
applies here to tickets given to cus­
tomers. If the taxpayer gives the 
tickets to a customer he can treat 
the tickets as a gift if he does not 

accompany the customer. This means 
that H the total gifts to that custom­
er for the year do not exceed the 
$25.00 limitation, the cost of these 
tickets will be deductible if the gift 
is made for goodwill or other busil1ess 
purposes. However, if the taxpayer 
accompanies the customer, the ex­
penditure is entertainment. Because 
attendance at a sporting event is not 
considered to be directly related to 
the active conduct of a trade or busi­
ness, the entertainment would be 
deductible only if directly preceded 
or followed by a substantial business 
discussion. Tickets generally avail­
able to the taxpayer's employees, 
unless primarily for the benefit of 
officers, shareholders and highly paid 
employees, would be excepted from 
the restrictive provisions of Section 
274 as expenditures for employee rec­
reation and the cost of these tickets 
would normally be deductible. It is 
suggested that any company which 
purchases such box seats keep an 
accurate log of the recipient of each 
ticket and his business relationship. 
If a particular use constitutes enter­
tainment rather than a gift, a record 
should be kept of the substantial 
business discussion directly preceding 
the entertainment. 

Another substantial item of enter­
tainment for many taxpayers is the 
annual golf tournament or similar 
event to which a large group of cus­
tomers, prospective customers, or 
other business associates are invited. 
Under prior law, H the guests were 
primarily business guests rather than 
personal or social friends the deduc­
tion was rar ly questioned. This type 
of entertainment may not be deduc­
tible under the new law. If its prim­
ary p11rpose is to obtain or maintain 
goodwill (as it normally would be), 
it would have to either directly pre­
cede or follow a substantial business 
discussion (which would normally be 
impracticable), or be in a clear busi­
ness guests, rather than personal 
the regulations would indicate that 
this ·is not a clear business setting, 
aJthough under some circumstances 
it might be if the guests were busi­
ness guests . rather than personal 
or social friends. The guests would 
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probably reasonably know that the 
taxpayer's purpose was to directly 
further his business. A meeting at a 
golf course is specifically considered 
a:;. not being conducive to business 
discussion only when the taxpayer 
meets with persons other than the 
business associates. Perhaps, if the 
taxpayer can demonstrate that he 
and his ;·epresentatives utilize the 
time spent with the customers to 
directly promote business, he might 
be able to substantiate the deduction. 
However, this type of entertainment 
may very well be disallowed under 
Section 271! even though there is no 
soc i a 1 or personal friendship in­
volved. 

Club dues paid to a social, athletic, 
or sporting club and other facilities 
for entertainment are generally sub­
ject to the "directly related to" re­
quirements of Section 274. Other fa­
cilities include any property owned 
or rented which is used for entertain­
ment such as yachts, hunting lodges, 
fishing camps, and apartments or 
hotel suites in resort areas . A tax­
payer must meet two tests in order 
to deduct any of the costs of such 
facility or such club dues. First he 
must show that the facility is used 
more than fifty per cent for business 
under the ordinary and necessary test 
of the prior law in order to be able 
to deduct any of the cost of maintain­
ing the facility. This test can be 
baseu on the number of days used 
for buslm~Es as opposed to the num­
ber of days used for nonbusiness. 
However, if substantial nonbusiness 
use and only nominal business use 
occurs on the same day, the day 
would probably be considered a non­
business day. Business use includes 
such use as strict goodwill entertain­
ing which does not meet the tests of 
the new law. Use of the club for busi­
ness meals is considered a business 
use for this purpose. Then in order to 
claim a deduction for a portion of 
the cost of maintaining the facility 
he must determine the portion of 
use which met the test of being di­
rectly related to the active conduct 
of his business. 

It is not clear whether the costs of 
such a facility which are alloca.ble 

to "associated entertainment" after 
a substantial business discussion are 
deductible. If not, most deductions 
for the cost of maintaining a faoility 
may be lost because of the difficulty 
of showing that the facility was used 
directly in the active conduct of the 
trade or business. The Internal Rev­
enue Service interprets the new law 
as creating a presumption that a 
yacht or hunting lodge is not a clear 
business setting so that goodwill 
entertainment alone would not be 
sufficient. The taxpayer will have to 
present very convincing evidence of 
actual business negotiations to meet 
the requirements of being directly 
related to active conduct of trade or 
business. 

The difficulty of demonstrating that 
a club is used primarily for business 
will depend partly on its nature. It 
will be much easier to demonstrate 
that a downtown luncheon club is 
used primarily for business than it 
will be to show that a country club 
is so used. A luncheon club having 
no other function is not considered 
a social, athletic, or sporting club, 
so the new requirements do not apply 
to the expenditures for dues. The pri­
mary reasons a business man joins 
a luncheon club are to have a place 
to take business associates to lunch 
and to make business contacts with 
other members. A substantial portion 
of the use of such a club would nor­
mally fall within the "business meal" 
type of entertaining. A country club, 
on the other hand, is often used by 
a taxpayer's family purely for per­
sonal purposes and it is also difficult 
to distinguish between the recrea­
tional and business aspects of the 
taxpayer's own use. The only sugges­
tion here is to keep an accurate rec­
ord to try to demonstrate the busi­
ness use and the portion "directly 
related" to the active conduct of 
business. 

Dues paid to professional organiza­
tions, civic clubs, and service organ­
izations are not subject to these new 
provisions. Such dues must have a 
business purpose, however, in order 
to be deductible. 

The effect of the disallowance of 
reimbursed travel or entertainment 
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expense of an employee of the tax­
payer is a matter of concern under 
i:he new law. Prior practice was not 
to disallow such expenses unless they 
constituted personal expenses, and 
the largest area of disallowance was 
traveling expenses of wives and fam­
ilies and the portion of club dues 
considered personal. If the employees 
were not substantial slockholders, 
one of two alternatives were usually 
followed by the revenue agent. The 
first was to disallow the expense to 
the employer but not add the amount 
to the income of the employee. This 
alternative was admittedly arbitrary 
and it is understood the Internal 
Revenue Service will continue to re­
this basis of settlement and requires 
that such an item be included in the 
employee's income. The second alter­
native was to treat the item as ad­
ditional compensation to the em­
ployee (deductible by the employer) 
and then tax such amount to him. I.f 
the employee involved were an of­
ficer-shareholder, the normal ap­
proach of the revenue agent was to 
disallow the expense and tax it to the 
individual as a dividend. The restric­
tions of the new law make this ques­
tion even more important. 

Section 27 4 makes no reference to 
income arising from disallowance or 
expenses. Accordingly, the Internal 
Revenue Service will continue to re­
gard reimbursed expenses of em­
ployees which are disailowed as per­
sonal as additional income to them. 
Such items as vacation trips for em­
ployees and most wives' traveling 
expenses are the most common ones 
falling into this category. 

When an item of reimbursed en­
tertainment or entertainment faciHty 
expense is disallowed by reason cf 
the fact that it does not meet the 
new stricter requirements of business 
relationship, the law provides two 
alternatives which has the effert of 
prohibiting a double disallowance: 

1. If the employer treats the item 
as compensation to the employee 
on its own income tax returns 
and for withholding tax pur­
poses, no disallowance will be 
made at the employer's level. 

The i ~em will, of course, con­
stitute income to the employee 
and will not be deductible by 
him as an expense. 

2. If the employer does not so 
treat the item, then the expense 
will be disallowed to the em­
ployer but not to the employee. 

Note that this prohibition against 
double disallowance relates only to 
entertainment which would otherwise 
be deductible as ordinary and neces­
sary expenses. 

The provision against double dis­
allowance does not protect against 
disallowance to the employer and 
inclusion in income of the employee 
where the items are disallowed as 
personal. Suppose, for example, the 
traveling expense of the wife o.f an 
employee accompanying him to a 
convention is di s a 11 owed on the 
grounds that it is perSCYnal and not 
an ordinary and necessary business 
expense. This item would be income 
to the employee. However, if the em­
ployer does not treat this item as 
compensation, as outlined above, the 
expense, to the extent it was consid­
ered entertainment (which, as s tated 
before, includes vacation trips and 
hotel suites) would be specifically 
disallowed under Section 274(a) even 
though it might be deductible as com­
pensation if it were not for such sec­
tion. Technically, it would appear 
that if the wife's portion of the trav­
eling expense did not fall within the 
definition of entertainment expense, 
under Section 274(a) , the employer 
could still claim this expense con­
stituted compensation to the em­
ployee and an allowable deduction to 
the employer. However, this technical 
point might be difficult to establish. 
Some employers who require wives' 
attendance at conventions are consid­
ering treatment of reimbursed ex­
penses of wives accompanying their 
husbands on convention and similar 
trips as compensation and mak1ng 
cash adjustments to the employees 
involved to cover their additional 
personal income tax. While the addi­
tional cost involved in this procedure 
must be carefully considered, some 
employers consider it as insurance 
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against the possible adverse effects 
outlined above. 

The employee's use of a company 
car, even though primarily for busi­
ness, has given rise to some tax proJ:>­
lems where the employee drives it 
to and from work and uses it for 
routine personal errands. (Commut­
ing expenses are considered personal 
expenses and not deduc~ible.) The 
Service has indicated that this per· 
sonal use will not be considered en­
tertainment expense under Section 
274, so that any disallowanc~ of this 
expense is governed by pnor law. 
The practice of the Internal Revenue 
Service in this regard has been to 
disallow the personal portion of the 
automobile, including commuting ex­
pense, if the user was a stockholder­
officer, and to treat the disallowed 
expenses as income rto the user. 
Where the employee is not a stock­
holder, the Service has been recently 
taking the position that this commut­
ing use is extra compensation and 
taxable as income to the employee 
even though the expense is not dis­
allowed to the employer. 

In summary, Section 274 has mate­
rially restricted the deductibility of 
certain travel and entertainment ex­
penses. The most important restric· 
tions arise from the requirements for 
substantiation of such expense and 

the repudiation of the Cohan rule 
since the Internal Revenue Service 
can now disallow any claimed deduc­
tions not adequately supported by 
documentary records. This makes it 
imperative upon the taxpayer to keep 
proper records. The limiting of good­
will entertainment to business meals, 
entertainment in a clear business set· 
ting, and entertainment either directly 
before or after a substantial business 
discussion will result in disallowances 
of some business entertainment. The 
$25.00 limitation on business gifls wm 
probably greatly reduce the expendi· 
tures in this area. The unknown fac­
tor is how the Internal Revenue Serv­
ice will apply the law and regulations 
in practice. Obviously, an examining 
agent will not normally review each 
and every item of entertainment ex­
pense claimed to ascertain whether 
or not it meets the requirements of 
the new law. Probably the approach 
will be a typical sampling method 
with particular attention being paid 
to large expenditures, expenditures 
for facilities, including club dues, and 
expenditures of officer-shareholders. 
In any event, taxpayers must expect 
a closer scrutiny of deductions claim­
ed for travel and entertainment ex­
pense. At the risk of being unduly 
repetitive, it should be emphasized 
again that proper record keeping is 
imperative. 

1. Cohan •v. Commissioner (CA-2, 1930), 39 F. 2d 540. 
2. Richard A. utter, 21 TC 170. 
3. Remarks of Commissioner of Internal Revenue, Mortimer M. Caplin, at news con-ference announcing the proposed regulations. 
4. Hei.ninger v. U.S., 320 US 467. 
5. Regs. 1.162-2(b) (1). 
6. Challenge Mfg. Co. 37 TC 650, 

Rev. Rul. 55-57, 1955-1 CB 315, 
Rev. Rul. 56-168, 1956-1 CB 93. 
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Abstract Company Mergers 
GEORGE E. HARBERT, President, Rock Island Connty Abstract 

and Title Guaranty Company, Rock I sland, Illinois 

"Merger",- this word conjures up 
big business unions, and the forma· 
tion of multimillion dollar corpora­
tions, but it is also a word that is 
aptly applied to the joining forces 
of two or more business men or 
groups, to more succe:;sfully keep 
alive our concept of individual enter­
prise, despite the rising costs that 
confront them. 

It would unduly prolo11g this paper 
to try to distinguish between consoli· 
dations and mergers, or to delve into 
the legal formalities thaL are neces­
sary to comply with the law in each 
particular state. 

The purpose of this paper is to list 
a few of the problems that have 
faced those in our busim·ss who have 
joined forces and perhaps to present 
some questions that need answering 
if you are thinking of joining forces 
with your competitor by the merger 
of your abstract companies. 

On this subject there are no inflexi­
ble guides so this paper is intended 
more as a check list to :>ome of the 
questions that should be considered. 
In scope it is written for the benefit 
of those of us who serve the smaller 
communities. Mergers involving the 
larger members of our association 
are planned and executed on an iln­
dividual basis and the problems pre­
sented and the solutions to them are 
c a p a b 1 y considered i>y experts in 
these companies. 

To those of us who do not have 
access to the thinking and planning 
of experts, perhaps the experience 
of those who have merged, or ab· 
sorbed other companies may assist 
us in solving some of the problems 
which may arise. 

Should We Merge? 
The first problem that arises in 

every discussion of merger is- Should 
we merge? Until this question is ex­
plored there is no point in consider­
ing the mechanics of merging. Every 
merger must necessarily cause each 

party to disclose the intimate details 
of his operations; his balance sheet, 
the volume of his business, his pay­
roll and other matters, which can b.e 
harmful if they fall into the wrong 
hands. We all like to think that our 
competitor is not fully aware of our 
worries and our weaknesses nor of 
our successes. So before we reveal 
any of our strength or weakness we 
should answer the question. Should 
we merge? 

To properly evaluate the advan· 
tages and disadvantage3 0f a merger, 
it is helpful to divide the subject into 
three types of merger 

( 1) Between two or more competi­
tors who operat~ in the same terri­
tory and draw their business from 
the same customers and who collec­
tively supply all the available service 
in this territory. 
Example: Two abstriacters operating 
in one County- and having no other 
abstracters in the County. 

(2) Between abstracters who oper· 
ate in the same territory but who 
do not supply all of the available 
service in the territory. 
Example: Two abstracters operating 
in one County but having one or two 
more competitors who also serve the 
people in the County. 

(3) Between abstraicters who serve 
different communities in whole or in 
part, and who may or may not have 
some territory in which they both 
seek business. 

There is one other type of merger 
which can be eliminated from this 
immediate discussion. In many cases 
1he mechanics of merger can be used 
to complete an outright sale. The ad­
vantages of this type of merger will 
be discussed hereafter but for the 
moment can be disregarded. 

Case No. 1 
rt would seem that the advantages 

greatly outweigh the disadvantages 
in a merger of two companies who 
collectively control all of the busi-
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ness in a given territory. To us in 
the Mid-West who believe that a pri­
vate title plant is a necessity, we see 
in such merger the consolidation of 
daily maintenance work that we both 
must do and the resulting reduction 
in employees. If you know that you 
will eventually secure all the abstract 
business which is available in your 
County you can prepare abstracts of 
instruments, of estates and of other 
matters in the dull months and stock 
pile them for use when ordered. 
Your relations with the Court House 
officers and employees should im­
prove since less people need to be 
underfoot in the various record offices 
and the public officials do not have 
to worry about favoring one of their 
friends at the expense of another. It 
improves your control of accounts 
receivable and permits you to require 
prompt payments of bills from cus­
tomers. It may permit you to be 
more realistic about discounts and to 
avoid their use purely as competitive 
price cutting. But all is not perfect 
or there would only be one abstract 
company per County in all of our 
Midwestern States. 

On the debit side of the ledger, 
such a merger may require consider­
able adjustment of personnel. If each 
merging company is well staffed and 
each one is managed by a competent 
manager, some adjustment of rank 
and authority is obvious. If the own­
ers are the managers this problem 
is more likely to be solved at the 
time of merger, but if the owners are 
not the managers, or if the managers 
are only minority owners, the prob­
lem of the respective rights of each 
administrator, will certainly cause 
some difficulty. It would probably 
create an ideal situation if the man­
ager of one company were ready to 
retire and the manager of the other 
could take over. But if both managers 
feel they have years of service ahead, 
the internal friction resulting may 
nullify, some, if not all the advan­
tages of the merger. In one merger 
of three companies which came to 
my attention, the combined company 
found itself with three persons who 
had served as manager. The succeed-

ing three years were hectic, indeed, 
until one manager resigned, and one 
retired. 

Such problems are nort limited to 
the manager but may affect several 
other s·enior employees. 

As a sidelight to this problem the 
possibility of the creation of a new 
company should be considered. Let 
us pause for a moment to consider 
one situation. In this County, the 
Recorder mcilntains a top notch tract 
book. As a result of a merger the 
managers of one of the companies 
was asked to rtake a subordinate posi­
tion. I do not know that his salary 
was affected, but his pride was hurt. 
Since he had maintained good public 
relations with his customers, he open­
ed up as a competing company and 
used the Courrt House tract books. 
Today, 30 years 1 ate r, he is the 
str.onger of the two companies in the 
County and probably secures 60 per­
cent of the total available business. 
In these Y'ears he has built a splendid 
plant and serves his community ex­
ceptionally well. 

Even in Counties in which there is 
no County plant, all of us are aware 
tha:t plants may be built by photo­
graphy or electronics and since they 
have the advantage of knowing the 
present division of ownerships, a 
more effective tract or geographic 
index can now be built than was 
constructed in the first instance. It 
will 1ack copies of searches, but all 
in all, may be quite •effective. 

Today one more problem is present. 
Many Abstract Oompanies are now 
representing a Title Insurance Com­
pany. If Title Insurarnce is a major 
factor in the area, the pmblem of 
terminating the agency ·Of one of rtwo 
title insurance companies may pose 
a problem. If each company has writ­
ten a substantial amount of titLe in­
surance in the area, the company 
which is dropped may feel obliged to 
seek an other representative. This 
should encourage those who believ;e 
that dual agencies are workable, but 
in todiay's market it presents a seri­
ous problem. The volume of business, 
that such an agency can generate 
may assist a disgruntled employee in 
organizing a competing company, or 
may invite into the field others who 
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are equally capable of becoming keen 
competitoris. 

While not a disadvantage, it is 
noted, that after such a merger, the 
need for good public relations with 
the customer is more important 'than 
ever, and efforts in this respect should 
be intensified. Most p ople distrust 
a monopoly and associate such crea­
tions with increased prices and de­
creased service. Good public relations 
and good ervice mu s t eff·ectively 
quiet this worry. Increased earnings 
should result from operating savings 
without the necessity ·of increasing 
prices, unless one 1or both O()llTipanies 
has been selling their services too 
cheaply. If this is so, good public 
relations hould be aible to demon-
trate the ituation and justify any 

raises that are necessary. 

CASE NO.;; 

Where there ave three or more 
companies operating in an area the 
merger of two of them pres nts 
many of the problems previously dis­
cussed. Since no monopoly is created, 
one worrv of the customers is avert­
ed. However, the other factors must 
be considered and evaluated. 

A disgruntled s e n i o r employee 
may seek employment in the outside 
company and tak·e with him some 
business. 

One title insurance company may 
transfer its account to the outside 
company if this company did not have 
such representation before. 

While operating economies will tbe 
affected, they may not be so notice­
able and credit contvol or termination 
of discounts may not be so easily 
accomplished. 

Last, but not least, is the control 
of business. E v e r y customer who 
gives his business to one of several 
competitors usually does so because 
of several factors. Price and .service 
enter into the decision, but i1n many 
cases such decision is prompted by 
personal 1 i k e s or dislikes. In 'one 
merger with which I am familiar one 
large account was lost when one 
company acquired a competitor 
through merger. In this ca e corrn­
pany "A" and Company "B" decided 
to merge. In the County which ithey 
both served, Company "C," a third 

competitor supplied and still supplies 
good title service. Company "B" had 
for many years had all of the business 
from one Building and Loan Associa­
tion. The office of the attorney for 
this Building and Loan was acvoss 
the hall from the Company "B." As 
a result of the merger it was decided 
to move the office of Oompany "B" 
into the office of Company "A" which 
was located two blocks away. The 
attorney for the Building and Loan 
transferred his busi1ness to Company 
"C." He stated that he had only re­
mained with Oompany "B" because 
they were •acmss the hall, but when 
he had to walk to a new building he 
preferred to leave his business with 
Company "C" which was managed by 
a golfing buddy of his, and whose of­
fice was in a building which was near­
er than wa the ·office ·of Oompany 
"A." 

In our own case, 1after a merger 
with another smaller company we 
made a careful check of accounts 
that remained with us after ,our 
merger with this company. We found 
that about two thirds of the business 
of that company continued with us 
but that as a result of our merger 
we had enriched our oomp titor with 
at least 'one third of the business of 
the acquired Company. 

CASE N O. 3 

In some Counties there are com­
panies w ho serve only a portion O·f 
the County. This usually ·occurs when 
there are two or more large cities 
~n the County and one company has 
great strength in •one area whHe 1ts 
competit:or controls llhe majority of 
the business in another portion of 
the County. 

Certainly many of the same prob­
lems will be present in these cases 
as in those which were considered 
before but there should be more in­
ducement to merge than in other 
cases. 

In such unions, the greater cover­
age offered to the customers should 
prove valuable. Plant maintenance 
should prove less expensive. There 
should not be as much friction in the 
expanded staff since probably at least 
two offices will still be necessary. 

However, much work must be done 
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to iron out conflicting practices and 
charges, and many times it is difficult 
to convince competitors of long stand· 
ing that they are now fellow workers. 
Loyalties of the employees must be 
fused by developing a new Espri De 
Corps. This is particularly true among 
the older employees and the problem 
must be handled with understanding 
and patience. The company that I 
now manage was formed from two 
such Companies. When I purchased 
the combined companies, I discovered 
that many rivalries still existed al­
though the m e r g e r had occurred 
many years prior to that time and 
each office felt itself a bit superior to 
its former competitor. 

Mechanics of a Merger 
Assuming, however, that prelimi­

nary discussions have eliminated the 
general policy objections and the com­
panies feel that it is advisable to 
merge, the next step in a merger is 
to allocate to each of the owners of 
the companies who have embarked 
in the merger a fair share of the 
ownership of the new Company. If 
each of the underlying companies are 
corporations, this can be done by di­
vision of the stock in the merged 
companies. If it is a partnership the 
division can be made by an appro­
priate partnership agreement. There 
are so many variations of the prob­
lems that must be solved that only 
a few guide posts can be offered. The 
simplest case involves two companies 
of relatively equal size who decide 
to merge. For the sake of simplicity 
we will consider that each company 
does an equal annual gross business, 
has equal assets and that each plant 
has been maintained equally well. 

On the face of it, each ownership 
group should receive an equal share 
of the stock of the new company. 
Before the merger is consummated 
the problem of control should be care­
fully analyzed since internal friction 
among the owners may be more dis­
ruptive than that arising between 
employees. 

Let us however, move a little fur­
ther into the problem area and take 
as an example two Companies which 
\Ve shall call A and B. 

Company A Company B 
Gross . . . ........... $100,000 $100,000 
Net $ 15,000 $ 15,000 

Balance Sheet 
Tract Indices . $ 1.00 $ 40,000 
Furniture & 

Fixtures . 
Accounts 

15,000 

Receivable .. 20,000 
Cash on hand . ........... 5,000 

40,000 
75,000 

$40,001.00 $170,000 
The problem assumes real propor­

tions since, as stated, each company 
has demonstrated an equal ability to 
earn and each company has equal 
efficiency. However, Company "A" has 
carried its plant at a nominal figure 
and Company "B" has arrived at a 
substantial value for it. 

If one were buying either company 
he could arrive at a fair value by 
t a k i n g 17~ x 100,000 = 150,000 and 
adding accounts receivable and cash. 
In case of a merger this will not 
work out as Company "A" has only 
$25,000.00 in these last two categories 
and would therefore be priced at 
$175,000.00 while Company "B" would 
add up to the following: 
1 ~ x 100,000 = 
Acct. Receivable & Cash 

$150,000 
115,000 

$265,000 
In a merger, however, it would be 

most unfair to attempt to allocate 
stock in the merged Company on the 
relative market value of the com­
panies since this would give Company 
"B" a decided advantage and distrib­
ute to its owners 60 per cent of the 
stock while only 40 per cent of the 
stock would go to its equally success­
ful competitor. 

Several approaches may be sug­
gested. One suggestion would be for 
Company "B" to declare a dividend 
to its stockholders of approximately 
$90,000.00 to equalize the assets and 
to base stock distribution solely upon 
the fair value of the companies as 
determined by gross business. The 
weaknesses of this approach are evi­
dent. The loss of $90,000.00 in cash 
may be a serious obstacle and the 
payment of such a large dividend may 
result in a high income tax to the 
stockholders of Company "B." 
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A second solution and usually a 
more sensible one can be reached by 
issuing two types of stock. The com­
mon stock can be distributed solely 
on the basis of gross business or a 
factor derived from this. 

Preferred stock may be issued to 
compensate for excess amounts of 
receivable, cash, or investments of 
one company, based on their fair 
valuation. 

The preferred stock may be issued 
w i t h provision for redemption in 
installments over many years, thus 
weakening the impact caused by the 
withdrawal of a large amount of cash 
and in all probabilities reducing the 
amount of income tax which will be 
assessed against the stockholders of 
Company "B." In all probability the 
tax in this case will be based on a 
capital gain, at the time the preferred 
stock is redeemed with a maximum 
tax of 25%, while, if a dividend were 
declared before the merger, it would 
probably be taxable as current in­
come. 

A third solution would give to the 
stockholders of Company "B" one 
half of the common stock and the 
difference, ($90,000) in debentures 
issued by the new or merged com­
pany. If successful, this has the ad­
vantage of permitting the merged 
company to deduct any payment of 
interest on the debentures as a com­
pany expense. If preferred stock is 
issued, the dividend is not deductible. 
However, this type of adjustment ein­
ters into a field that is full 1of danger 
and should only be pursued after 
careful consideration 1of the tax ang­
les present in the specific case. Obher ­
wise the recipient of the debentur,es 
may find that ithe Internal Revenue 
Deparmnent holds the distribution of 
such debentures to be in fact a divi­
dend and taxable as such. 

Value of Assets 

It is usually the law that assets of 
each of the corporations engaged in 
the merger become the property of 
the new corporation on the same tax 
basis as they collectively had. To 
illustrate: 

Furniture 
Plant 
Bldgs. 

Co.A 
10,000 

1.00 
25,000 

Merged 
Co. B Company 
12,000 22,000 
40,000 40,001.00 
15,000 40,000 

From this it would seem that the 
book value of an asset is the sole cri­
terion of its worth in or to the merg­
er. This, however, does not always 
follow. Let us suppose that two com­
peting companies had purchased pho­
tographic equipment at the same 
time. Cost to each was $12,000. Each 
company decided that the equipment 
had a life expectancy of 8 years, but 
one placed it on straight line depre­
ciation while the other used the sum 
of the year's digit reduction theory. 
The result after 4 years would be as 
follows: Co. A Co. B 

Original 
investment ............... 12,000 12,000 

Present worth 
after 
depreciation 
for 4 of 8 years ..... 6,000 3,333.33 
The next important thing to re-

member is that the asset in the hands 
of Company "A" will contribute a 
base of $6,000 towards tax reduction 
through depreciation. The exact value 
of this base depends on the earnings 
of the companies. If their earnings 
are under $25,000 per year the respec­
tive value of the assets is as follows 
(for depreciation purposes): 

$ 6,000 @ 30% = $1,800.00 
3,333 @ 30% = 1,000.00 

Balancing these factors , we could es­
tablish the relative w o rt h of the 
assets by some formula by which the 
asset in the hands of Company "A" 
has an actual worth of only $800.00 
more than the same asset in "B" 
rather than the $2.666.67 as indicated 
by the balance sheet. 

If earnings exceed $25,000.00, the 
difference is about $1,386.00 instead 
of $800.00. 

Two factors should be taken into 
consideration in adjusting accounts 
receivable. Many small companies re­
port their income as received and not 
on an accrual basis. Therefore, if a 
company makes less than $25,000 net 
per year, the accounts receivable are 
only worth 70% of their face since 
the Company must pay 30% of the 
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amount collected for income tax. 
If the gross of the company exceed­

ed $25,000., this would depreciate the 
value of such accounts still more. In 
addition to this, the factor of uncol­
lectability must, of course, be consid· 
ered. Many companies are unrealistic 
in their reserves for collection loss 
and th.is, boo, must be evaluated. 

If two corporations are doing the 
same gross business, the presence of 
large accounts receivable by one com­
pany compared to the other company, 
is usually a warning sign indicative 
of lax collection methods. 

Purchase by Issuance of Stock 
Merger may be used advantageous­

ly to prevent the immediate applica­
tion of high capital gains tax to a 
sale of as ets. To iHustrate: A local 
company owned by one man, has an 
opportunity to sell its plant and busi­
ness to a large Title Company. Many 
such sales occur in our profession 
when a larger company which is ex­
tending its operation seeks an outlet 
in the area served by the County 
Title Company. In many cases the 
seller may gain a substantial tax ad­
vantage by requiring that the sale be 
programmed as a merger. It is no 
hindrance to a merger that one cor­
poration has assets of millions com­
pared with the selling company's 
thousands. The advantage to the sell­
er arises from the fact that if he is 
given stock in the purchasing cor­
poration it is not taxable until he 
sells it. If he reoeives cash, it is im­
m ediately taxable to the extent that 
there is a gain over his purchase 
price. If the seller does not need the 
money but only the income from the 
money, he may defer the tax for 
years and in some instances, avoid it 
entirely. 

This may be particularly advantage­
ous to a retiring abstracter. 

To illustrate: John Smith, who op­
erates an Abstract Company in Illi­
nois and is anxious to retire, because 
of age or ill health, receives an off.er 
from the large ABC Title Company 
to purchase his plant and indices for 
$60,000.00. Smith purchased the Com­
pany for $5.000. in 1932 and in addi­
tion to the plant he has accumulated 
$40 000.00 in undivided profits. If he 

takes the offer in cash he must then 
liquidate his company and, as sole 
stockholder, he will receive a total of 
$100,000.00 of which $95,000.00 is tax­
able. His tax today would be $23,-
750.00 so that his actual sale price is 
$76,250.00 net to him. Since he already 
had $40,000.00 in undivided profits 
(which he feels is ins proper.yJ ne 
has only received $36,250.00 net for 
his plant. If, however, he can arrange 
a merger by which he is given stock 
in the purchasing company in the 
amount of $100,000.00 market value, 

(a) he does not pay any capital 
gains tax now. 

(b) If he keeps the stock (since 
he may only need the income 
from it), upon his death he 
will certainly have an estate 
tax exemption of $60,000.00 so 
his children will only need to 
pay an estate tax on $40,000.00 
and no capital gai1ns tax. 
If he is survived by his wife, 
he can use the marital deduc­
tion plan and she can receive 
the $100,000.00 in stock, free 
of any federal estate tax. In 
her hands the stock has a 
base of $100,000.00 Cm ark et 
value on date of death) and 
she can dispose of it tax free 
for this sum. 

It has also been held that a reorgan­
ization by which the majority stock­
holder in a ,oorpo,ration receives pre­
ferred stock in place of common is 
not taxable, provided there is a sound 
business reason for the transfer. In 
one case, the owner of a small cor­
poration held 54% of the common 
stock of it. He decided to retire and 
the structure of the corporation was 
modified so that he received all of a 
new issue of preferred stock while 
the 46 % minority interests received 
all of the common stock. The transfer 
was held to be non-taxable. Through 
this method it is pas ible for a retir­
ing abstracter to sell his interest to 
his junior associates. Th·e same fol­
low up program could be used 1Jo 
aVioid taxes as that noted above. 

Transfers by two or more Individ­
uals to one Corporation. 

It is possible to obtain tax free 
treatm nt in a transfer of assets 
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which are individually owned to a 
corporation. 

Thus A & B have each been engag­
ing in the abstract business and de­
cide to join forces. If they decide to 
organize a corporation tJhey may 
transfer their individual assets to the 
corporation in exchange for stock 
without tax, but the assets will have 
the same tax base in the new cor­
poration as they did i1n the hands of 
the individuals. 

But suppose each Abstracter owned 
its own building and the new corpora­
tion needs only one of them. It is 
decided that the newer and more 
modern building is adequate and that 
the older building will be placed on 
the market at once. 

To add to the problem let us as­
sume the older building, purchased 
in 1933, has been completely depre­
ciated by its owner so its book value 
is zero, but it will have a sales value 
of $20,000.00. If taken in at book 
value the sale price of $20,000.00 will 
be taxable to the new corporation as 

income and may impose a 52 % tax. 
If, however, it can be taken in at 
$20,000.00, no tax will be imposed. 
Under certain circumstances this may 
be accomplished by issuing short term 
notes to the owner of this building 
payable only from the proceeds of 
the building sale. It will impose a tax 
of 25% on the owner of this building 
at the time of sale but will avoid a 
52% tax on the new corporation . If 
both companies are corporations, the 
owner of the building to be sold may, 
be:fore merger, create a new corpora­
tion, transfer the building to it and 
give each stockholder of the old cor­
poration stock in this corporation. 
This is called a spin-off and creates 
no tax liahilitv until the building is 
sold. If held for six months the sale 
creates a long term gain with a 25% 
maximum tax. 

Also at this point it is to be noted 
that if 80% of the stock of the new 
corporation is owned by the owner 
of the building, the sale will be tax­
able as income and not as capital gain. 

Report of Planning 
Committee 

GEORGE C. RAWLINGS, President, Lawyers Title 
Insurance Corporation, Richmond, Virginia 

The Constitution and Bylaws pro­
vide that t he Planning Committee 
shall study ways and means for im­
proving the operations and methods 
of the Association and the further­
ance of a closer relationship between 
it and the membership. Its recom­
mendations shall be submitted by the 
Chairman to the Board. 

A Planning Committee was e tab­
lished in 19~5 and for five or ix years 
thereafter a flood of plans, ideas and 
suggestions were recommended by 
the Committee, many of which were 
adopted by the Board of Governo·rs. 
So many were adopted . in fact. the 
Executive Committee at its mid-win­
ter meeting in 1952 requested the 
Planninrr Committee to revise, con-

dense, rewrite and where advisable 
recon ider all previous reports and 
recommendations. As a result, Bill 
Gill, the Chairman of the Pla:nning 
Committee at the time (Bill, you 
know, was the daddy of the Planning 
Committee idea), reported at the fol­
lowing convention in considerable de­
tail recommendatio1ns made, actions 
taken, results accomplished, as well 
as recommended plans yet to be im­
plemented in the future. 

Ten years has elapsed since such a 
progress report has been made and 
in view of the fact it is becoming 
more and more difficult to present 
each year constructive projects deal­
ing with basic problems of the in­
dustry which are practical for the 
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A sociation to undertake, it appeared 
to your present Committee that this 
was the appropriate time to bring you 
up to date and refresh your memory 
on what has b en recommended and 
what has been accomplished, as well 
as emphasize some of the things yet 
to be completed. This will also be 
helpful to future committee members, 
as I knorw that in search of worth­
while projects, suggestions are fre­
quently made that have been thrash­
ed out by previous committees. Norw, 
to review the pertinent and more im­
portant recommendations of the 
Planning Committee for the past ten 
years, with brief comment as to what 
has been acoomplished. 
1. Contact with Related Groups 

This, your national officers are do­
ing with regularity and recently the 
Association became affiliated with the 
Conference of Building and Allied 
Organizations and through thi ve­
hicle are able to increase contacts 
with representatives oI related organ­
izations. 
2. Contact with Government 

Agencie. 
Your National Headquarters in 

Washington makes regular contact 
with pertinent Government agencies 
with whom our members have rela­
tionships. 
3. Statistical Services 

Considerable statistical information 
has been compiled by National Head­
quarters, some of whioh has been 
communicated to you by the publi­
cation oI convention proceedings and 
in various articles in TITLE NEWS. 
The Regional Conferences of Title In­
surance Executives for several years 
compiled operating statistics of title 
insurance companies in the several 
regions but di continued the practice 
this past year when a majority of the 
members felt that it was o.f doubtful 
value. As you undoubtedly know, 
your National Headquarters is now 
undertaking to compile total indus­
try figures on capital, "urplus and re­
serves. number of employees, etc. (l 
am told that the efforts in this matter 
are not receiving the full cooperation 
from an our members.) 

4. Absfracters Fourteen Point 
Program 

Up until 6 or 7 years ago, this 14 
Point Program was vigorously pur­
sued. It seems to have lost its mo­
mentum in mor.e recent years and it 
is recommended that the Program be 
revitalized with whatever changes 
are necessary at this time. 
5. Program for State Associations 

At State Officers' Meetings at An­
nual Conventions, all oI the sugges­
tions of the report have been pro­
moted. 
6. Commi.ttee on Title Plants and 

Photography 
This committee has continued to be 

active and helpful and reports annual­
ly to the membership. These reports 
are carried in TITLE NEWS. 
7. Advertising by Member 

Your National Office has over the 
past few years made various mats, 
movies, and other advertising media 
for use by our members. Recently, as 
you know, the Public Relations Com­
mittee has inaugurated an industry­
wide advertising program. 
8. Title News 

This publication has been improved 
and continues to improve along all 
lines suggested. Just stop and com­
pare mentally the present publication 
with what we had a few years back. 
9. National Headquarters Office 

It was recommended thait consider­
ation be given to moving the National 
Headquarters Office and reorganizing 
its staff for a more efficient and ef­
fective operation. The move to Wash­
~ngton, D.C., was accomplished with 
a minimum of disruption under the 
expert direction of Ernie Loebbecke, 
then President of the Association. 
The reorganization of the staff in 
your National Headquarters has re­
sulted in an effective, enthusiastic 
group. We can now be jus1tly proud 
of our physical layout in Washington, 
D.C., and our headquarters personnel. 
10. Reserve Fund 

It was recommended that adequate 
reserve be maintained by our Fi­
nance Committee. This has been 
done and in addition provision is be­
ing made and consideration given to 
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adequate retirement plan for our 
headquarters personnel. 

11. Annual Audit 
It was recommended that fimmcial 

affairs of the Association be audited 
annually by an outside auditor. The 
books of the Association are audited 

annually by Arthur Andersen and 

Co. 
12. Regional Meeting 

As recommended, regional meetings 

for title insurance executives are held 
annually. 
13. Revise Constitution and Bylaws 

It was recommended that revision 

of the Constitution and Bylaws be 

considered. This was done by a very 

efficient Constitution and Bylaws 

Committee and our present Constitu­

tion and Bylaws adopted iby the mem­

bership. 
14. ALTA Directories 

It was recommended that considera­
tion be given to certain changes in 

Directory listings. This has been ac­

complis1hed and I am sure all of you 
appreciate the improvement in our 

Directory. 
15. Election of Members and 

Minimwn Dues 
It was recommended that applica­

tion for membership in all cases be 
approved by the Board of GovernOTs 

and that minimum dues be increased. 
These recommendations were adopted 

and are now in effect. 
A number of the recommendations 

adopted are continuing programs, and 
it appears to us that your Association 

has currently in progress OT proposed 

all of the projects it is practical for 

it to digest in the foreseeable future. 

I TOLD YOU TO 

REGISTER FOR 

THE 

SAN FRANCISCO 

CONVENTION 

In reviewlng the recommendations 
and accomplishments, the members 
of the Committee are impressed by 

the progress made in recent years in 

tJhe effectiveness of youT Association 
and the increased stature of the in­
dustry and conclude this report with 

the recommendation that tJhe mem­
bers of the Association reaffirm their 

loyal cooperation in supporting the 
various activities p11oposed for the 

benefit of our industry. 
Respectfully submitted, 
Joseph S. Knapp, President 
The Title Guarantee Company 
Baltimore, Maryland 
Don B. Nichols, Owner 
Montgomery County Abst. Co. 
Hillsboro, Illinois 
Alvin R. Robin, PTesident 
Guaranty Title Company 
Tampa, Florida 
Robert L. Ott, President 
Bahner Abstract Company 
Conway, Arkansas 
John' V. Meredith, PTesident 
Delaware County Abstract Co. 
Muncie, Indiana 
John W. Warren, VicePresident 
Albright Title & Trust Co. 
Newkirk, Oklahoma 
John J. Lyman, Vice President 
Security Title Insurance Co. 
Los Angeles, CalifoI'IJlia 
Joseph H. Smith, Exec. Vice 
President 
American Land Title Associa­
tion 
Washingiton, D.C. 
Geo. C. Rawlings, President 
Lawyers Title Insurance Cor­
poration 
Richmond. Virginia, Chairman 
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Report of Standard Title 
Insurance Forms Committee 

RICHARD H. HOWLETT, Senior Vice-President, 
Title Insurance and Trust Company, Los Angeles, California 

The S t an d a r d Title Insurance 
Forms Committee for the year 1962-
1963 was composed of Herman Ber­
niker, Vice,Chairrnan, Wm. H. Baker, 
Jr., C. J . Mcconville, V. C. McNamee, 
William A. Thuma and Paul J. Wil­
kdnson. On behalf of the Section and 
Association I wish to thank them for 
the services they have performed 
which have contributed so very much 
to the effectiveness and stature of 
our Association. 

The Loan policies approved at the 
last convention have received gtmeral 
acceptance in all areas. The Commit­
tee knows of only one national lender 
that has expressed a criticism of those 
policies, even so, that lender accepts 
the 1962 policy in several areas. 

The Loan Policy has not been filed 
w i t h t h e appropriate regulatory 
bodies in two states. The Committee 
has asked the insurers in those states 
to take the necessary steps to obtain 
the necessary approvals. 

The Owner's Policies, Forms A and 
B, have not yet been as widely used 
as the Loan policies. This use, how­
ever, is increasing, and in a relatively 
short time we should be able to report 
that these policies also are in general 
use. 

The Committee repeats its reques t 
that you inform us of the criticisms 
of your customers as to the coverages 
of any of these policies. That is the 
only way we can meet our obligation 
to the Association to recommend to 
you those coverages that meet legiti­
mate needs of our customers and that 
can be properly afforded in accord­
ance with sound underwriting prin­
ciples. After reviewing the various 
suggestions that have been made and 
questions that have Leen raised, the 
Committee is of the opinion that we 
should not change the Loan or Own-

er's Policies approved at the 1962 
Convention. 

There has been 0ne question pend­
ing before that Committee for several 
years, which arises out of the con­
tract of insurance CIS expressed in 
both Loan P o 1 i c i e s, both insure 
against loss or damage which the 
insuried shall sustain by reason of: 

any defect in or lien or encum­
brance on said title at the date 
hereof not shown or referred to 
in Schedule B or excluded from 
coverage in the Conditions and 
Stipulation ; er 
the priority over the mortgage 
at the date hereof of any lien or 
encumbrance not shown or refer­
red to in Schedule B or excluded 
from coverage in the Conditions 
and Stipulations; or. 
Those two coverages raise an in­

ference oi' inconsistency. The first 
indicates that all maUers affecting 
the title to the estate or interest in 
existence on the date of the policy 
should be shown in Schedule B. The 
second implies that only those mat­
ters that are prior to the insured 
mortgage need be shown in Schedule 
B. 

Paragraph 2 of the Conditions and 
Stipulations provides that the policy 
continues in force in favor of the 
insured who subsequently acquires 
the estate by foreclosure or by a deed 
in lieu of foreclosure. In the latter 
case the title of the: insured would 
be subject to subordinale matters, and 
if uch mat t0rs were in exic;tence on 
the date of the policy and not dis­
closed in the policy- then the title 
would not be as insured. 

Paragraph 4(a) ot the Conditions 
and Stipulations imposes affirmative 
duties on the insurer if a sale of the 
mortgage i~ turned down because of 
a defect, lien or encumbrance exist-

-85-



ing on the date of the policy but not 
shown or referred to in Schedule B. 

It is the opinion of the Committee 
that all matters affecting the title to 
the estate or interest subject to the 
insured mortgage should be set forth 
in Schedule B. However, the insured 
lender should be afforded affirmative 
coverage as to priority. The Commit­
tee recommends that such coverage 
be afforded by setting out in Schedule 
B, prior to the listing of the subordi· 
nate matters, a statement substantial­
ly in this form: 

The following (matter, defect, 
lien or encumbrance) (affecting ) 
on said title exists at the date 
hereof but the Company hereby 
insures that such (matter, defect, 
lien or encumbrance) is subordi­
nate to the lien or charge of the 
mortgage referred to in para· 
graph 2 of Schedule A. 
The Committee recognizes that in 

many areas the practice is not to 
show subordinate matters in Sched­
ule B. The Committee recommends 
that in such areas there be typed or 
printed in Schedule B the following 
statement: 

This policy does not purport to 
show matters existing at the date 
hereof, if any, that are subordi­
nate to the lien or harge of the 
mortgage referred to in para­
graph 2 of Schedule A. 
If such a statement is printed as an 

exception in Schedule B, the policy 
may still carry the appropriate ALTA 
designation or caption. 

A question has been raised as to 
the coverage of the Loan Policy 
where a federal tax lien is filed or 
recorded subsequent to the issuance 
of the Loan Policy but prior to the 
disbursement of the proceeds of the 
loan. This usually arises under poli­
cies covering construction loans that 
are to be disbursed as work pro­
gresses. There is a growing body of 
law that the federal tax lien, in these 
cases, will have priority over such 
subsequent disbursements whether 
obligatory or optional, and whether 
the lender has knowledge of the tax 
lien or not. 

Paragraph 3 (d) (4) of the Condi­
tions and Stipulations of both Loan 

policies excludes from the coverage 
of the contract of insurance loss or 
damage by reason of 

Defects, liens, encumbrance . . . 
or other matters . . . attaching 
or created subsequent to the date 
hereof (other than mechanic's 
liens and street assessments). 

It is the opinion of the Committee 
that if the insured mortgage was a 
valid lien on the date of the policy, 
because of the exclusions from cov­
erage contained in paragraph 3(d) (4) 
of the Conditions and Stipulations, 
no special exception need be set forth 
in Schedule B calling attention to the 
possibility that a subsequently filed 
or recorded federal tax lien might 
gain priority over the portion of the 
loan proceeds that might thereafter 
be disbursed. The Committee recog· 
nizes, however, that because of the 
many :>imilar problems that arise 
under insurance of loans where the 
proceeds are to be disbursed after 
the issuance of the policy that sound 
underwriting principles would :indi­
cate the wisdom of including some 
form of "pending disbursement" ex­
ception in Schedule B. 

Most of our members receive re­
quests for interpretation of the poli­
cies in use as to whether or not the 
insurer migiht be liaible under specified 
hypothetical situations. Many of these 
inquiries have been referred to the 
Committee for consideration, and 
where specific answers can be given­
the member has been informed. 

The Committee is of the opinion 
and recommends to you that the 
m e m b e r companies should refrain 
foom writing general letters <Of inter­
pretation of the provisions of the 
policy. Paragraph 9 of the Conditions 
and Stipulations of the Loan policies 
and paragraph 10 of the Owner's pol­
icies provide that no provision or 
condition oi the policy can be waived 
or changed except by writing en­
dorsed 0n th policy or attached 
thereto. 

There is a reason for that provision. 
The contract of insurance should be 
expressed in the policy, it should not 
be dependent upon or varied by an 
unrelated letter that might or might 
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not be applicable to the facts of the 
case covered by the policy. 

Many of the inquiries received 
relate to the responsibility of a title 
insurer with respect to the qualifica­
tion of the insured loan under appli­
cable governmental regulations, either 
FHA or VA. The policy does not 
afford any coverage as to whether 
or not the insured loan is eligible for 
governmental insurance or guarantee. 
The policy coverage goes to the con­
dition of title and the priority of the 
loan; it is for the insured to deter­
mine whether or not that title com­
plies with governm ntal regulation. 

As discussed at the Midwinter, the 
Committee has mamtained contact 
with the Standard Underwriting Prac­
tices Committee - we are in basic 
agreement. The two committees can 
and will serve the Association well. 

The Liaison Committee is composed 
of Messrs. Berniker, Baker and Mc­
conville. They have furnished copies 
of all approved policies to the Com­
mittee of the National Association of 
Insurance Commissioners. One infor­
mal, explanatory meeting has been 
held - and we have been informed 
that a more formai conference will 
be held later this year. We will keep 
the Section and the Board of Gover­
nors informed of all developments. 

The Deriartment of Justice, through 
Mr. Claude F. Nix, Assistant Chief, 
Land Acquisition Section, at the St. 
Louis Convention, suggested that a 
different coverage should be afforded 
the United States than was contem­
plated by ,,xisting policies. Since the 
Federal Government usually acquires 
title by condemnation- the need of 
the government is to have accurate 
information as to ownership of the 
estate or interest to be acquired and 
the ownership of all encumbrances, 
liens and charges on that estate. Since 
a litigation guarantee cannot be pro­
duced by a title insur r in all jurisdic· 
tions the Committee recommends that 
the form of title evidence to be sup­
plied should be a pollcy. We propose 
ci. policy that can either insure the 
United States as tu its own title or 
can insure the United States as to the 
title of a third perf:on. 

The Committe is indebted to Mr. 

Nix and Mr. Williams of the Depart­
ment of Justice for their help and 
assistance in formulating this policy 
and endorsement- both of which are 
acceptable to the Department. 

The proposed policy of title insur­
ance is to be issued prior to the com­
mencement of the condemnation ac­
tion or acquisition of title by the 
United States by voluntary convey­
ance and is based upon the coverages 
afforded by the American Land Title 
Association Owner"s Policy, Standard 
Form A- l962, except that no coverage 
is afforded as to access. Schedule A 
is based upon the ALTA Owner's 
Policy and will accommodate the vest­
ing of the title ci1her in the United 
States of America or a third party. 

Schedule Bis based upon the ALTA 
U.S. Policy form now in current use. 
The instructions, however, for the 
use of the policy will require an 
expansion of existing service. The 
notes indicate the extent of this ex­
pansion of service. lJnder current and 
delinquent taxes it is contemplated 
that all taxing districts in which the 
land is situated and all taxing author­
ities that have jurisdiction over the 
land for the levy of taxes shall be 
set forth showing tlJe lien date for 
each of such taxing districts or au­
thorities and the amounts of assess­
ments that have not been paid on 
the date of the policy. Special excep­
tions will require a current vesting. 
That is to say if the title to the 
property is subject to an easement 
the names of the p rsons or parties 
entitled to use the easement should 
be set forth. 

The additional information that is 
required to be shown in Schedule B 
is essential for the use of the Depart­
ment of Justice. The Department 
must know and must make arrange· 
ments in the condemnation proceed­
ings for the paymen1 of all taxes. The 
Department must know the names of 
all owners and holders of encum­
brances or other charges or liens 
against the property so that such 
persons or parties cnn be made par­
ties defendant to the action. 

The general exceptions of the new 
policy are based upon the general 
exceptions of the existing ALTA U.S. 
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Policy form except that paragraph 
(c) has been expanded to exclude 

from coverage easements and claims 
of easements where no notice thereof 
app€ars of record. In addition, sub­
paragraph (dJ has been added to 
paragraph 2 which excludes from 
coverage conveyances, agreements, 
defects, liens or encumbrances, if any, 
where no notice thereof appears of 
record; provided, however, the pro­
visions of that subparagrah 2(d) shall 
not apply if title to said estate or 
interest is \liested in the United States 
of America on the date of the policy. 
If title at the date of the issuance of 
the policy is vested in a person other 
than the United States such title 
would be subject to the off-record 
commitments and such charges of 
such third party, therefore, it is nec­
essary to exclude such contracts or 
commitments from the the coverage 
of the policy. If, however, title is vest­
ed in the United States and no notices 
of such contracts appear of record, 
then such an exclusion is not needed 
and should automatically fall. 

The Conditions and Stipulations of 
the policy are based upon the Condi­
tions and Stipula~ions of the existing 
U.S. Policy except that the time for 
notice provided in paragraphs 1, 2 
and 5 was changed from 60 days to 
90 days. It is realized that this exten­
sion of time might make it impcssi­
ble for the insurer to make an ap­
pearance in an action or other pro­
ceeding within the time required by 
law. Such inability might impose a 
liability upon the msured which is 
not now contemplated by existing 
policies. Since the insured under the 
policy is the United States of Ameri­
ca, the insured can limit this exposure 
by the exercise of the power of con­
demnation which would be its duty 
and. therefore it is the opin lon of the 
Committee that this extension of cov­
erage can be warranted where the 
insured is the United States of Amer­
ica but would not be warranted if 
the insured were a priva te party. 

The Conditions and Stipula tions 
were amended 'to permit the modifi­
cation of the policy by an endorse­
ment as set forth in paragraph 7 and 
to provide for the place that notice 

should be given to the insurer as set 
forth in paragraph 8. 

The proposed date down endorse­
ment should be issued as of the time 
of the filing of the Declaration of 
Taking and the lapse of the appro­
priate time so that title can be vested 
in the United States of America or 
upon the recording of a voluntary 
conveyance to the United States of 
America. 

The endrosement r ecognizes that 
the original policy will probably be 
issued on the fee estate whereas the 
interest or estate acquired by the 
Federal Government might only be 
an easement. This will permit the 
modification of the description of the 
estate or interest insured as set forth 
in paragraph l(a). 

If the land described in the original 
policy is different from the land actu­
ally acquired, paragraph 3 permits 
an amendment of the policy to give 
the correct description. 

Paragraph 2 of the endorsement 
will delate those items shown in 
Schedule B of the policy which have 
been satisfied or released and will 
accommodate the inclusion of the m­
tervening matters affecting the title 
between the date of the policy and 
the date of filing of the Dec1arab01n 
of Taking or the re,cording of the 
voluntary conveyance. 

Paragraph 3 of the endorsement 
deletes subparagraph 2(d) of the gen­
eral exceptions since such exclusion 
from coverage is not necessary if 
title to rtlhe p:roperty is vested in the 
United States of America. 

The next to the last paragraph of 
the endorsement contemplates that at 
the time of the issuance of the en­
dorsement the actual amount of insur­
ance will be known and changes the 
liability of the insurer under the 
policy and the endorsement to the 
actual value of the property taken 
or the amount of the purchase price 
in accordance with customary prac­
tice. Since the policy will be issued 
prior to the acquisition of title, the 
liability stated on the face of the 
policy will be some agreed amount 
between the insurer and the United 
States. The endorsement then will 
modify this liability to r eflect the 
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actual amount of insurance to be 
afforded for the service. 

Under the procedures as proposed 
for the issuance of the policy and 
endorsement no coverage is to be 
afforded as to the validity or suffi­
ciency of the condemnation proceed­
ings. The Department of Justice has 
indicated that it is willing to assume 
this risk. 

Respectfully submitted, 
Richard H. Howlett, Chairman 
Standard Title Insurance 

Forms Committee 
ADDENDUM 

Upon motion duly made, seconded 
and carried, the Title Insurance Sec­
tion of the American Land Title Asso­
ciation recommended to the general 

convention the adoption of the ALTA 
U.S. Policy Form-1963 and the ALTA 
U.S. Policy, Date Down Endorsement, 
1963, in the forms as submitted with 
the report of the Committee of the 
Standard Title Insurance Forms and 
filed with the E:x<ecutive Vice Presi­
dent of the Association. 

At the general session of the gen­
eral convention on October 16, 1963, 
on recommendation of the Title In­
surance Section, on motion duly made 
and carried, the American Land Title 
Association U.S. Policy Form-1963 
and the ALTA U.S. Policy, Date Down 
Endorsement, 1963, in the forms as 
filed with the Executive Vioe Presi­
dent of the Association, was approved 
for use by the members of the Asso­
ciation. 

BATTLE OF SANT A FE 
OSCAR J. ALLEN, President, 

Allen Title Company, Albuquerque, New Mexico 

The battle of Santa Fe, unlike the 
battles of Bougainville, the Bulge, or 
Okinawa, was not headline material 
for the press. Consequently, the fact 
that you are unfamiliar with this 
engagement is quite understandable. 

Santa Fe, the capitol city of New 
Mexico, is no stranger to conflict. It 
was founded by professional soldiers 
in the middle of the 16th Centm.·y 
and descendants of many of these 
families still live there. 

Coronado's expedition consisted of 
all soldiers except for the Dominican 
Friars who we·re sent to keep books 
on the expeditions' treasure finds. 

Subsequent expeditions to colonize 
were half military and half colonists. 
The descendants of these profession­
als still love to fight physically and 
politically. 

I heard a University of New Mexico 
professor state recently that during 
World War II, there were more con­
gressional medals of honor awarded 
to residents of Truchas, New Mexico, 
than to the entire State of Massachu­
setts. 

While the battle in question used 

planes and motor transports, ·it was 
essentially a legislative matter. The 
question of legislation was brought 
before the 1962 convention of New 
Mexico Land Title Association in a 
very forceful manner. Shortcomings 
were presented by t i t 1 e insurance 
underwriters and abstracters alike. 
After due discussion, the pvesident 
appointed a legislative committee and 
issued a general order. The meeting 
of the order could be summed uo 
rather briefly: "Take care of these 
matters without delay, by legislation, 
if necessary." 

The technical requirements called 
for: 

1. The bolstering of an antiquated 
abstractevs licensing law, and 

2. The containing of the threat of 
competition from the lawyers title 
guaranty fund operation. 

Our G-2 section furnished us with 
some interesting facts. The present 
abstracters licensing law required 
anyone desiring to become an ab­
stracter to obtain and file in the 
office of the County Clerk an Ab-
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stracter's bond in the amount of 
$2,000. Anyone with a $10 bill and a 
penny pencil could be a bonded ab­
stracter, and many were. 

A representative of the Florida 
Lawyers Title Guaranty Fund had 
stirred the New Mexico Bar Associa­
tion at their convention in 1962 to 
the point of appointing a 21-man 
committee to investigate the forming 
of a New Mexico underwriting com­
pany. 

To facilitate the ease of getting 
their feet wet, the Fund from Colo­
rado offered a plan of qualifying their 
corporation in New Mexico and offer­
ing membership to New Mexico attor­
neys on the basis of a $250 member­
ship per attorney. 

The City of Albuquerque, with 
agencies for six nationally known 
underwriters, was faced with the 
happy thought of competing with 
three hundred fifty agents for one 
company, each with a monopoly on 
the legal work. From this we arrived 
at our objective: 

1. Amend or pass a new abstracter 's 
licensing law, and 

2. Organize a welcome for the law­
yer's title guaranty fund. 

Our first step was to employ an 
attorney. We selected a firm who had 
at one time or another sent several 
of its members to the Legislature. We 
employed a member who had not 
only been in the House of Represent­
atives but who had experienced draft­
ing legislation; also one who was a 
title attorney experienced both in ab· 
stract and title insurance examining. 

In conference with the attorneys 
we decided on the following program: 

1. A void at all costs any legislation 
that would require a licensing board 
which would have to be financed 
from the State general fund. 

2. Since the insurance department 
was already established and had polic­
ing powers, continue the licensing 
laws and control of the title insurance 
agents under the insurance commis­
sioner. We also decided to add to this 
bill control of title insurance rates 
and policies similar to that exercised 
in Texas. 

3. Have the insurance commissioner 
sponsor the bill. 

We had this bill drawn and went 
over carefully and very logically and 
decided that if the superintendent of 
insurance was to sponsor the bill, we 
should by all means let him know 
what the masterpiece contained b -
fore asl{ing him to appear before a 
committee in its behalf. 

Our firs t trip to Santa Fe, prelim­
inary reconnai sance, was a confer­
ence with Mr. Ralph Apadoca, super­
intendent of insurance. CI was glad 
I had known Ralph and his family 
for some thirty years.) The results 
were brlef and to the point: 

1. He had no powers over abstract­
ers and did not want any. 

2. He had a respect for the Sher­
man & McClellan Acts regarding anti­
trust matters which apparently had 
not yet reached Texas. Hence, no rate 
control or policy control. 

3. An amendment to the title insur­
ance code requiring title plants was 
fine as long as he could enforce it by 
writing a letter to the underwriters. 

4. He was opposed to any so-called 
"grandfather" clause. Limited- yes; 
unlimited- no. 

5. He would appear before the 
proper committees but would not 
sponsor the measure. 

So back to the attorney we went 
and back to the two-point objective. 

This time we wrote a new abstract­
ers bill providing: 

1. An increase in bonds requirement 
based on the county's population, 
following the Pennsylvania proposed 
statute, with a minimum of $5,000 
coverage to a maximum of $25,000. 

2. Any new abstract company form­
ed after July 1, 1963, must have a 
twenty-year title plant before being 
licensed. 

3. Any company in exist,ence on 
July 1, 1963, it not so doing, must 
maintain a regular take-off and must 
build a twenty-year plant within five 
years from July 1, 1963 and must 
file an affidavit with the County 
Clerk annually, when recording ~is 

abstracter's bond, to the effect that 
he is so doing and providing a penalty 
for violation of the Act by fine of not 
less than $100 or more than $1,000. 

We also wrote an act relating to 
title insurance agents, that essentially 
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required any title insurance agent to 
be governed by the same plant laws 
as we had included in the abstracter's 
section. 

This time, Mr. Apadoca approved. 
To obtain quick approval, our Board 
of Directors held a long-distance tele· 
phone conference, approved the bills, 
and directed that copies of both bills 
be sent to every member of our asso­
ciation. 

The delay caused by the necessity 
of redrawing our bills had consumed 
twenty days of the sixty-day legisla­
tive period. We were not too concern­
ed as a member of one of the oldest 
abstract companies in the state had 
been eleded to the House of Repre­
sentatives and we counted on him to 
introduce the two bills and sponsor 
them through the house. 

To our dismay, we found that he 
had made some previous commit­
ments and was on one of the more 
active committees and could not in­
troduce the bill. Fortunately, we ex­
plained our predicament to a realtor 
who was serving his second term in 
the House, who agreed to introduce 
both bills. 

After introduction in the House, 
the bills were referred to the House 
Corporation and Banks Committee. 
Immediately, we obtained the names 
of the Committee members, not only 
in the House but in the Senate, and 
fired a quick memorandum to all of 
our members, urging that they con­
tact the Oommittee in behalf of the 
bills. 

The hearing was placed on the 
Committee calendar and, after only 
a couple of delays, was debated. The 
hearing was held in the morning, but 
by this time, two small abstracters­
not members of the New Mexico Land 
Title Association-had filed objections 
to the bond requirements. Also sev­
eral Federal abstracters had voiced 
objections. 

The Chairman of the Committee 
appointed one Committee member to 
get together with the title people and 
iron out the difficulties. This meeting 
was held the same morning and re­
sulted in lowering of the bond re­
quirements to a flat $12,500, and ex­
empting Federal abstracters from the 

plant requirement. The bills were 
called in for hearing the afternoon 
of the same day. After limited de­
bate, the bond requirement was cut 
to $7,500 in all counties and the bills, 
as amended, veturned to the floor of 
the House with a "do pass" recom­
mendation. 

The New Mexico House of Repre­
sentatives has a membership of sb:ty­
six. Both bills passed with two mem­
bers voting against the abstracters' 
bill and four members voting against 
the title insurance bill. Again a bulle­
tin had been sent every member of 
the association, urging them to con­
tact their own representatives in be­
half of the bills. 

At this point, all of the controversy 
had arisen over the abstract bill and 
had come from small, non-member 
companies over matters that could be 
easily adjusted. The title insurance 
bill had gone through without revi­
sion or question. But the honeymoon 
was over. 

The bills were now referred to the 
Senate. We had checked the Senate 
Corporation and Banks Committee 
and found that the Chairman came 
from the same town as our associa­
tion president. He had, by this time. 
explained the bills fully and had 
everything in order for a quick hear­
ing and recommendation. 

The Lieutenant Governor had other 
ideas. Instead of referring the bills to 
the Corporation and Banking Com· 
mittec, he sent them to the Rules 
Committee. The Lieutenant Governor 
is a lawyer and a quick look at the 
seven-member Rules Committee show­
ed that it contained four more bar 
association members, including the 
Chairman. 

Several delays in the hearing oc­
curred with the Committee on hand 
each time to present our views. Tt 
seemed that each time the bills were 
set for hearing, a buzzer would ring 
in the Committee Room and the 
Chairman would say, "Sorry, gentle­
men, but our presence is required on 
the floor." 

This was expensive, frustrating, 
and disgusting. Finally, the first hear­
ing took place. Four of us were pre­
sent, along with one uninvited guest: 
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The Executive Secretary of the New 
Mexico Oil and Gas Association. He 
knew nothing of the bills but had 
been requested by a member company 
to oppose the abstracters' plant bill. 

Fortunately, one of our members 
present was one of the leading min· 
eral abstracters in the State. I had 
known the objector for several years, 
having cooperated with him in estab­
lishing the unit system of taxation, 
when he was State Tax Commission­

er. 
Before the Committee knew of his 

objection, three of us got him across 
the hall in a vacant committee room 
and went to work on him, leaving 
one member to stay with the com­
mittee. Shortly, word came that the 
committee was discussing the bills. 
Two of us stayed with Mr. Secretary 
but could reach no agreement, and 
finally agreed to rewrite the abstract 
bill 1Jo 1somehiow satisfy them. 

When we went back to the Rules 
Committee Room, they were ready 
to vote favorably on both bills and 
we had to request a postponement 
rather than risk a fight with thest> 
people on the floor of the Senate, 
where we were woefully lacking in 
sponsorship. 

We rewrote the abstracters' bill and 
took a rough draft back to the oil 
and gas people in Santa Fe, only to 
find out that the Secretary had dis­
cussed the bill with the association's 
attorney, who had no objections to 
the original bill- in fact, favored :.t. 
So back we went to our original bill. 

A second hearing was set. There 
was no debate and the abstracters' 
bill was sent to the Senate with a 
"do pass" recommendation, but the 
title insurance bill remained in the 
committee. We had almost succeeded 
but now everything was going wrong. 
We could not get a committee hear­
ing but did find that the abstracters' 
bill had been recalled from the Sen­
ate floor to the Committee. 

Finally the bills were again set for 
hearing- a meeting which resulted in 
no debate, no discussion, and com­
plete evasion. I was in bed with the 
flu at this point but we were very 
ably represented by a good commit­
tee headed by another Albuquerque 

title man. Our group finally demanded 
to be heard: "Why was the abstract­
ers' bill called back?" 

We were never informed and after 
ma'ny sheepish evasions and much 
embarrassment on the part of some 
committee members, the bill was sent 
back with a "do pass" recommenda­
tion. 

We have learned subsequently it 
was caused by a letter written to 
one of the lawyers on the committee 
by a bar association member who, as 
past president of the American Bar 
Association, not only carried weight 
but objected to the title insurance 
bill because of the Lawyers Title 
Guaranty Fund developments and had 
asked that the abstracters' bill be re­
turned and considered simultaneously 
with the Title Insurance bill. 

At this point, our group caucussed 
briefly and decided that the time for 
an open fight had arrived. Our Chair­
man "blew his stack," pointing out 
the unreasonableness of the delays, 
stating he knew the reason for the 
opposition, and demanded that the 
bill be given the consideration of any 
other bill. All this was to no avail. 

Another delay - and finally the 
fourth hearing. We briefly restated 
our ,position and asked if we could 
answer any questions. One committee 
member volunteered: "I hope that we 
can do something about this bill 
today. I am tired of looking at these 
damned abstracters." The Committee 
Chairman smiled politely at this ef­
fort at humor and promptly went 
into Executive Session. We waited 
outside for them in the hall and 
assigned one of our men to each 
committeeman when they came out. 
All we could find out was that the 
bill had been sent 1Jo the fiooir "wirh­
out recommendation." 

Again we urged our people to con­
tact their senators. We made three 
trips to Santa Fe before the bills 
were voted on. One of our members 
was finally asked by the Committee 
member reporting the bill to sit with 
him on the floor of the Senate. The 
gentleman did a good job of report­
ing the bill, but had informed us 
prior to the session that he would 
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present the report but that he was 
obliged to vote against it. 

The abstracters' bill passed the Sen­
ate without too much opposition. The 
title insurance bill was defeated in 
the Senate by a vo te of tvventy-e.Lght 
to four. The only small point of satis­
faction from the vote was that, of the 
four Senators voting for the bill, two 
of them were lawyers. 

We were not out of the woods yet. 
We expected the bill to be signed 
promptly, even though the Governor 
is a lawyer. Nothing happened, so 
back to work we went. Investigation 
showed that the Governor had ap­
parently read the bar association let­
ter, was using the bonding excuse to 
avoid signing the measure. 

We found a Democratic Senator, 
one of the Governor's political party, 
who called him in regard to the bill. 
(It just happened that he was in the 
bonding business.) Upon telling the 
Governor he would write the new 
abs tracters bond anywhere in the 
State and assured him this would run 
no one from the abstracters business, 
the bill was signed and became law 
July 1, 1963. 

Briefly, this is what this engage­
ment cost in time, money and other 
items: 

Pos ' age, telephone and telegraph 
$459.70. 

Attorneys' foes, $468.00. 
Thirty-seven feet , nine inches in 

postage stamps. 
Nine hundred seventy eight feet of 

letters and cards. 

Twelve thousand miles traveled by 
Legislative Committees and other 
members. 

Forty-two conferences all the way 
from the telephone to 1he men's room. 

Two thousand two hundred forty 
man-hours (mostly was ted). 

Five gallons dry martinis. 
Now let us get to the results: 
Mistakes in war, in business, or m 

football, can be the basis for defeat. 
1. We made a mistake in the bond 

requirements. From the outcry, I 
think many of our abstracters are 
lucky to get a $2,000, as they have 
no financial responsibility. 

2. We failed to make a list of in­
dustries that might be affec ted by 
our proposals- oil and gas industries, 
l' ederal abstracters, and lawyers. 

3. We made no pre-legislative effort 
to acquaint interested indus tries in 
our effort to improve our own indus­
trie s, such as Board of R ealtors, the 
Lumbermen's Association, the Home­
builders' Association- all three with 
large and influential memberships 
and with permanent lobbies during 
the Legislative session; and 

4. Because we are small in numbers, 
underestimated our influence and 
ability to wage open warfare in the 
halls of our Legislature. 

We are like the little boy who 
attempted to carry a wildcat home by 
th tail. The experience was not fatal 
but will be vivid and live long in our 
memories. W·e will be back, full of 
fi ght, with a better bill in the 1965 
Session to finish the job. 

A LIMITED SUPPLY 
OF SENATOR MUNDT'S SPEECH 

"Today's Challenge to Tomorrow's Freedoms" 
IS AVAILABLE IN P AMPLET FORM 

FROM ALTA'S NATIONAL HEADQUARTERS 
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Report of the Puplic Relations 
Committee 

JOSEPH D. SHELLY, Senior Vice President, Chicago Title 

and Trust Company, Chicago, Illinois 

At our annual meeting last year 
the Public Relations Committee was 
.formed by the appointment of the 
following members in addition to my­
self as Chaivman: M. A. Brooker, Jr., 
H. R. Caniff, Fred B. Fromhold, M. V. 
Henderson, Jr., Robert K. Maynard, 
Willliam Thurman, and Carroll R. 
West. At the outset I should like to 
pay tribute to all of these members 
who have given willingly and liberal­
ly of their time to consider the var­
ious matters that have been involved 
in formulating a program. 

Our objective has been to initiate 
ac ~ivities that would make the Pub­
lic Relations function within our As­
sociation more helpful to our indus­
try and thereby more responsive to 
the needs of the individual members. 
And a parallel objective has be·en to 
try to enhance the prestige -of the 
Association a a formidable O"rgani­
zation, particularly in its relation-

hips with the national associations 
of our customer groups, such as the 
National Association of Real Esitate 
Boards, Mortgage Bankers Associa­
tion of America, the American Bar 
Association, and others. 

A meeting of this Committee, at­
tended by all of the members, was 
held on January 7 and 8, in Chicago. 
All of the various .public relations 
activities in which the Association 
had been engaged were reviewed and 
suggestions and advice was given to 
the Public Relations Director con­
cerning these activities. In some in­
stances it was suggested that activi­
ties be curtailed and in other cases 
changes were proposed, and to sup­
plement this, new ideas were discus-
ed. all of which resulted in the re<::­

ommendation of a program for the 
year. In formulating the program, 
the recommendation of the previous 
committee for the adoption of a na-

tional adv rtising campaign was re­
viewed. It was the unanimous be­
lief that the Association should not 
undertake a broad market research 
project and advertising effort on a 
national scale. In reaching this unan­
imous decision the opinions of indi­
vidual members differed somewhat 
in •their estimate of the possible or 
potential benefit of a program of ad­
vertising to the public. 

My own view is that the cost of a 
formidable program of advertising 
to the general public by our asso· 
ciation would be greatly dispropor­
tiona:te to any increased revenue 1Jhat 
member companies could derive 
from such an effort. To be effective 
such a program would have to be 
continued over a period of years. At 
best it takes time and persistence to 
develop public acceptance and un­
dersta!nding. Advertising as a com­
ponent of sales and business promo-
1tion by individual companies can be 
more adequately justified in terms 
of business acquisition. In our bus­
iness, lawyers, mortgage lenders, and 
real estate people have always been 
effe<::tive in guiding the uninitiated 
real estate buyer in the choice of 
title evidence. Adv·ertising by our 
national association cannot be calcu­
lated to create such a firm resolu­
tion on the part of the real estate 
buying public ·that it will ignore or 
disregard the advice of legal counsel 
or the requirements of a mortgage 
lender who is investing a large share 
of the purchase price. 

The program that was developed 
by this Committee and a budget of 
cost was presented to the Board of 
Governors of this Association on 
Mavch 6, at the meeting in Wash­
ington, D.C. The budget estimate in­
volved an expenditure of $18,000.00 
which was unanimously approved 
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by the Board. As a result of this 
approval the following elements have 
been put into effect to implement tihe 
recommendations: 

(1) An advertising age•ncy in Wash­
ington, D.C., was engaged to 
prepare copy and art work in 
the preparation of a series of 
institutional-type advertise­
ments scheduled to appear in 
the following magazines: 

The Mortgage Banker 
Burroughs Clearing House 
NAHB Jotm1al 
American Bar Association 

Journal 
Right of Way 
Savings ancl Loan News 

The first series of advertise­
ments appeared in the August 
issue of these publications. A 
vari d appeal in terms of il­
lustrations and copy was form­
ulated to the intel'.'est of the 
readers of these different mag­
azines. Similar advertisements 
are scheduled to appear in Oc­
tober and December, and in 
February, April and June of 
next year. It is the belief of 
this Committee that such ad­
vertising in customer publica-
tions is a step in the right di­
rection. Such an arrangement 
helps to establish a more ef­
fective working relationship 
with the current officers and 
staff of these customer groups 
and add to the prestige of the 
American Land Title Associa-
tion. In addition. of course, the 
advertising messages are re­
minders of the values of the 
title services which our mem-
bers throughout the country 
are prepared to furnish and 
the e messag s give us an ex­
posure to the total member-
shio of these respective cus­
tomer organizations. 

(2) A contract was entered into 
with Association Films, Inc., 
of New York, for the di tri­
bution of the American Land 
Title Association film. Twenty 
prints of the film were fur­
nished to Association Films, 
Inc., for u e throughout the 

(3) 

(4) 
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country and an additional five 
prints were purchased for use 
through our national office. One 
of the movie prints has been 
given to the Office of Right of 
Way and Location, Bureau of 
Public Roads, U.S. Department 
of Commerce, to be used as 
part of its training program. 
Members of our Association 
have been notified o.f showings 
of the film in their locality and 
the wishes ·of members who do 
not desire to have the film 
shown in their localities have 
been respected. To date ten 
showings of the film have been 
arranged. The total cost of this 
film activity as of October 1, in­
cluding the purchase of prints, 
is $3,015.79. It is anticipated 
that an additional sum of 
$450.00 will be required to com­
plete the contract for the bal­
ance of the calendar year 1963. 
Naturally these showings are 
not intended to interfere with 
or affect the showing of the 
film by individual companies. 
Such showings are, I believe, 
considerably more eff·ective be­
cause an opportunity is afford­
ed to the local company to amp­
lify the explanation of title in­
surance and to answer ques­
tions fl'.'om the audience. The 
personal contact that occurs be­
tween officers of a company 
and a segment of the public 
within the community enhances 
the benefit very much. 

5.000 copies of the brochure 
"The American Land Title As­
sociation Answers Some im­
portant Questions" were print­
.ed and distributed to members 
as a result of which orders 
were received for 957 copies 
which involved a net cost of 
$347.00. 

An attractive counter card 
bearing the -newly designed seal 
of the Association with a self­
standing easel was produced 
and offered for sale to the mem­
bers at $1.95. As of October l, 
373 counter cards have been 



ordered. Financially this promo· 
tion is self-sustaining. 

(5) Through the cooperation of 
members a new category in­
volving "case histories" based 
on actual experience of mem­
ber companies arising from 
title defects and defense of 
claims has been carried in 
"Title News" under the head­
ing "Stranger than Fiction." 
Many members •of the Associa­
tion in various par·ts of the 
country have commented fav­
orably about this new feature 
in the Association's official pub­
lication. 

(6) It was felt by the Committee 
that closer liaison should be de­
veloped between the Public Re­
lations Staff of the Association 
and officers of member compan­
ies. The thought here is that 
the Public Relations Staff in 
order to be truly helpful to the 
members should concern itself 
more directly with some of the 
problems and experi-ences of 
our m embers. To do this the 
staff would have to broaden its 
area of interest rather than 
pursuing a narrow specialty in· 
volving advertising, lectures on 
courtesy, encouraging greater 
.efforts in the field of customer 
cultivation. activities in com­
munity affairs, and the like. It 
was thought that a series of 
thvee or four meetings in var­
ious parts of the country be­
tween the Public Relations 
Directo·r and officers of com­
panies in the region would per­
mit discussion and exchange of 
views and would broaden the 
scope of information and ideas 
that would be useful to the 
Public Relations staff. Such 
meetings can provide an inven­
tory of material that should 
make communications from the 
national office mor·e responsive 
to the needs of members. 

This idea was tried out in Chicago 
on August 26. Invitations were ex­
tended by the Director of Public Re­
lations to twenty-two title m en from 
Illinois. Ohio, Iowa, Wisconsin , Mich-

igan and Indiana. Twenty-one of those 
invited accepted the invitation and 
participated. An agenda was pre­
pared and the meeting was set up as 
a one·day workshop session. The 
agenda consisted of the following 
matters: 

(1) New problems in title company 
relations with county officials. 
(a) Problems arising by the 

adoption of new methods 
of record keeping - mag­
netic tape, punch card, mic­
rofilm, etc. 

(b) Problems involving the se­
curing of magnetic tape, 
and other material pertain­
ing to the recording and 
storage of public records. 

(c) Space used in county offi­
ces, including rentals of 
space in new public build­
ings managed by public 
buildings commission. 

(2) Methods of being informed con­
cerning state legislation and fa­
cilities to handle legislative 
matters. 

(3) Promotion efforts wiJth subdi­
viders and home builders. 

(4) Avoiding and overcoming con· 
fiiats with the legal profession. 

(5) Effectiv•e customer relations 
with or g a n i z e d customer 
groups. 

This pilot effort was considered to 
be extremely helpful to the Director 
of Public Relations and, perhaps even 
more important, ·the participants who 
came to the m eeting found the dis­
cussions informative and valuable 
from their standpoint. Among those 
who attended the meeting wel'e Har­
old F. McLeran, Judson Palmer, Wil­
liam Barnes, Robert Stockwell, C. J . 
McConville, Wallace Colwell, George 
Harbert, Laurence Ptak, Alvah Rog­
ers, Jr., and Harold Lenicheck. The 
fact that the subject material and dis­
cussion was helpful to participants as 
well as the Public Relations Director 
is evident from some random com­
ments which I shall quote: 

"I thought the Chicago Meeting 
was very constructive and very 
the informality of the meeting re­
well handled. The subjects were 
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all of interest and I believe thait 
sulted in a more relaxed atmos­
phere." 

"I believe that one of the most 
important ingvedients in assuring 
the success of the m eeting was 
the fact that each person attend­
ing was ask d to be responsible 
for some subject of discussion. 
P ersonally I would look forward 
to more of these meetings." 

"To me this was one of the fin­
est meetings I have attended in 
connection with the American 
Land Title Association. It certain­
ly was interesting to exchange 
ideas and to discover that most 
of the problems have a great sim­
ilarity and that methods used by 
others may well solve our own 
problems. I feel the meeting was 
tops and should be repeated in 
many sections of the country." 

Recommendations for the Ensuing 
Year 

The Public Relations Committee 
has presented its recommendations 
and a budget to implement such rec­
ommendations for the cal·endar year 
of 1964. The recommendations are 
concurred in by all m embers of the 
Committee except one and his obser­
vations and comments have been in­
cluded in our report to the Board of 
Governors. The recommendations are 
as follows: 

The Association has already 
contracted for continuing rthe ad­
vertising in the national publica­
tions of the customer groups. 
Completion of this contract will 
cost $6255.00. The Committee has 
recommended that this same pro­
gram of advertising be continued 
during the last half of 1964. It has 
also recommended 'that two custo­
mer magazines be added to the 
list. These are "American Build­
er" and a quarterly publication of 
the National AssociaUon of Real 

Estate Boards. During the present 
year 1963, the amount budgeted 
for this advertising was not en­
tirely used because the program 
did not begin until August. The 
unused portion of the budget will, 
of course, revert to the Associa­
tion treasury at the end of 1963. 
We now propose a budget of $15,-
500.00 to cover the cost of this 
magazine advertis.ing during 1964. 

The Committee recommends 
the continuance of the pvogram 
of TV showings utilizing the As­
sociation's film involving a bud­
get of $1,500.00 for 1964. 

The Committee recommends a 
continuance of the grass mots 
type of workshop on the basis of 
the good experience with the .pilot 
meeting. A budget of $1,200.00, 
exclusive of travel expense, is 
recommended for the purpose of 
conducting such meetings. The 
total budget for all of thes public 
rielations activities during 1964 
amounts to $18,200.00. 
In the opinion of the majority of 

the Committee these recommenda­
tions which have been approved by 
the Board of Governors will provide 
an opportunity to do a more adequate 
job of public relations. All o,f us real­
ize ·that the success of these endeav­
ors depend very much, in the final 
analysis, on the interest and coopera­
tion of all of our members . Your 
Committee is gmteful for the cooper­
ation and encouragement that you 
have shown durrng the past year and 
we are confident that the new com­
mittee will enjoy this same measure 
of excellent support. 

I hope that you will be sure to 
view the samples of public relations 
material that are so effectively dis­
played at this convention and our 
thanks are extended to the various 
companies for their expenditure of 
effort to participate. 

ORDER EXTRA COPIES 
0 F THE 

ALTA 1964 DIRECTORY 
TODAY 
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Report of All-Industry Statistics 
Committee Final Report 

C. J. McCONVILLE, Senior Vice President, Title Insurance 

Company of Minnesota, Minneapolis, Minnesota 

Thank you President Bill : Ladies 
and Gentlemen: 

For some years the officers a:nd 
staff of our Association have felt they 
could do a more effective job for the 
members if our spokesman had rmo,re 
information about the title industry. 
That was t he reason for the survey 
and why Pre ident Art Reppert ap­
pointed a committee to get these an­
swers in April of 1962. 

We prepared six questions which 
were ba ed on suggestions of the 
Planning Committee. We tried to 
make them easy to answer in order 
to encourage a high percentage of re• 
sponse . . . but to contain the basic 
information we needed. 

We worked out a procedure to use 
automation as much as possible on 
t he replies. We felt that the answers 
should go to some company outside 
the title industry since many mem­
bers would not want their competi­
tors to have this information. We se­
lected a processing bureau near our 
national headquarters which had ex­
perience with both Government and 
private business and had the neces­
sary IBM equipment. That was our 
first mistake. 

Off the record let me give you some 
of the experiences that we had. At 
one stage the stockholders of the pro­
cessing company stepped in and boot­
ed out the management. All of the 
officers were fired. Since then there 
hav been three or four more changes 
in management. The persons specifi­
cally assigned to our project have 
changed so often they look like pas­
sengers ,getting on and off a San 
Francisco cable car. We tried to reach 
o:ne of rthem on Tuesday and discov­
ered that he had left for an appoint­
ment in Maryland on the previous 
Friday and mysteriously disappeared. 
He never sho,wed up for the appoint-

ment and they haven't heard from 
him since. 

Then there were the results we re­
ceived from that company . . . for 
instance on the tabulation from Flo·r­
ida they arrived at a rather startling 
conclusion. At least I thought it was 
startling although the F lorida peo­
ple have probably suspected this for 
a Jong time but never had proof be­
fore. This fact was that the title 
companies in Florida paid more in 
federial income tax than they took in! 

Since it was obvious that we were 
not getting accurate answers, we had 
all the answers repunched and re­
tabulated by another processing com­
pany. We now feel that we have ac­
curate answers. 

One of the most interesting facts 
uncovered by 1the survey was not even 
on the questionnaire. We discovered 
that 45 % of our members-didn't like 
to answer questionnaires! This is how 
we went about discovering that in­
triguing statistic. We publicized the 
survey in ALTA Title News, in sep­
arate bulletins from ALTA head­
quarters and through our icontact 
with state title associations. Most of 
the state title associations were hap­
py to publish the announcements that 
we sent ,them, encouraging their 
members to respond to the question­
naire. We then sent out our first 
mailing to 2,275 members. This in­
cluded all members except attorneys 
and branch offices of the members. 

After waiting a reasonable J.ength 
of time, we sent out a second mailing 
to all non-respondents. This caused 
a few raised eyebrows. As one of our 
members put it very succinctly, and 
I might add with several more high­
powered adjectives than I can use in 
this •report, "If your survey is so 
confounded secret. how did you know 
that I didn't answer?" 
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For those of you who had bhe 
same question in your mind, let me 
re-assure you that this information 
was handled in confidence. The en­
velopes did contain a code identifying 
the member. When the envelope came 
in, 'that member's number was 
checked off. However, the question­
naire was then separat,ed from the 
envelope and there is no way of 
knowing which questionnaire belongs 
to which member. We had to keep a 
record of the responses, however, or 
we would have no way of knowing 
with whom we must follow up. 

We then recontacted the state title 
associations urging them to further 
encourage their members to respond 
to the survey. 

Finally, we mailed a third follow 
up to all non-re pondents. So that 
made (1) bhe original questionnaire 
and letter (2) one follow up by us 
(3) one follow up by a contact man 
in each state and (4) a follow up to 
the follow up. The Committee would 
appreciate it, however, if you didn't 
refer to us as being "all followed up." 

After the final mailing and taibu­
lation we arrived at our totals which 
indicated about a 55% response from 
the members. Fortunately almost all 
of the companies having 25 employ­
ees or more did respond. So although 
·the percentage of responses was le s 
than we hoped for-we believe our 
figures represent over 85% of the 
title industry as a whole. 

Not being satisfied with a 55% re­
sponse, the Committee has deter­
mined to try to ecure information 
about the silent 45%. So every Com­
mittee member is in the process ·of 
or has already contacted a key indi­
vidual in eight or nine adjorning 
states to secuve estimated answers 
about the non-respondents. Those fig­
ures will be kept separate and the 
final report deliv,ered to the ALTA 
office will show both the actual an­
swers plus estimated figures for the 
non-respondents. 

The results are very interesting. 
'Ilhe Board of Governors has deter­
mined that the complete statistics 
should not be published tbut I ca:n 
give you certain of the highpoints. 
For instance, our members have title 

plants worth over 200 million dol­
lars; they have other assets in ex­
cess of one-half billion dollars. An­
nually we do a gross business of over 
300 million dollars and pay salaries 
in excess of 130 million dollars an­
nually. Our members pay annual fed­
eral income taxes in excess of 28 mil­
lion dollars. (These figures may not 
seem so high after the prices here 
in San Francisco, but I thought they 
were quite significant.) 

Our spokesman can now prove 
what we all know: that title people 
are an important economic factor in 
our country today. 

We believe that the information se­
cured will be of considerable assist­
ance to our officers and the staff in 
their contacts with Government, with 
those industries that use title serv­
ices and in our national adv·ertising 
program. 

The members of the Committee 
want me to express appreciation for 
the cooperation received from so 
many people in the industry, the 
ALT A staff and officers. In turn I 
want to commend the members of 
the Committee for their untiring ef­
forts to secure meaningful figures. I 
would like to introduce you to the 
members of the Committee and I ask 
that each Committee member stand 
and remain standing until they are 
all introduced. 

Herb Becker of Texas; 
John Kunkle of Pennsylvania; 
M. R. McRae of Florida; 
John Meredith of Indiana; and 
Robert Morton of California 

I mis ed the San Francisco Qm­
vention. 
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The Challenge Confronting Us 
HONORABLE WILI .. IAM F. KNOWLAND, Editor, 

The Oakland Tribune, and Former Senior 

United States Senator from the State of California 

Mr. President, Me m b er s of the 
American Land Tit 1 e Association: 
Along with many other people who 
have welcomed you to California and 
to the City of San Francisco, I wish 
to join in that welcome. We have a 
number of conventions that are held 
here. There will be one of some inter­
,est that will be held here next year. 

Now, there is no business more 
important to you than the business 
of Government. 

Confiscatory tax burdens- Federal, 
State, and local- the encroachment of 
labor upon the field of management 
under Federal and State Legislation, 
the growing impact of government 
policies on commerce and trade con­
ditions, cannot be ignored if free 
enterprise is to remain free. 

Plato expressed it in these words: 
"The punishment of wise men 

who refused to take part in the 
affairs of Government is to live 
under the governments of unwise 
men." 
Now, our founding fathers were 

dedicated to the cause of freedom and 
they were so dedicated that they 
closed the Declaration of Independ­
ence with these words: 

"And for the support of this 
declaration, with a firm reliance 
on the protection of divine pro­
vidence, we mutually p1edge to 
each other our lives, our fortunes , 
and our sacred honor." 
Now, in this space and atomic age 

which we find ourselves, we should 
do no less in assuring the blessings 
of liberty to ourselves and to our 
successors. 

In his "house divided" speech in 
1858, two years after his defeat by 
Stephen A. Douglas for the United 
States Senate in Illinois and two 
years before he defeated Douglas for 
the Presidency, Abraham Linc o 1 n 
said: 

"If we but know where we are 
and whether we are tending, we 
then might better judge what to 
do and how to do it." 

In our generation of space travel, 
atomic warheads a n d challenging 
totalitarian communist power of in­
ternational proportions, the need is 
even gr.eater, it seems to me, to find 
out "where we are and whether we 
are tending." 

At home, we must not permit big 
government or big labor to so over­
shadow the individual that he loses 
his individualism and becomes a mere 
statistic on an electronic tape. 

The individual must not willingly 
surrender nor have fordbly taken 
from him the control ·over his con­
science and his power of decision in 
matters moral, economic, or po.Jitical. 
F•or this is really what the American 
heritage is and what the American 
Revolution was all about. 

The real, deep, moving, powerful­
yes, irresistible- strength of our na­
tion comes from the free and undom­
inated convictions of men and women, 
old and young, rich and poor, native 
and foreign-born, educated and un­
schooled, who have a deep faith in 
America and a belief in Almighty 
God. 

Now for a time, to be sure, they 
might get side-tracked by false proph­
ets and fooled by silent voices. But 
as Lincoln so well understood and so 
simply stated: 

"You cannot fool all of the 
people all of the time." 
The founding fathers of the Re­

public were men of faith. Benjamin 
Franklin, at the time of the Con­
stitutional Convention, when it ap­
peared that the great body would 
break up without accomplishing its 
objective, went to the front of the 
Convention Hall and in a very mov­
ing speech, suggested that t hereafter 
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the sessions of the Constitutional 
Convention start with a daily prayer 
and in a closing remark which can 
now b found in the Journal of the 
Constitutional Convention, he stat€d: 

"The longer I live the more 
convinced I am that God governs 
in the affairs of men. And if a 
sparrow cannot fall to the ground 
without His knowledge, is it like­
ly that an empire can rise with­
out His aid." 
Having concluded his remarks, the 

Convention decided to meet with daily 
prayer and almost as if by a miracle 
the great disputes were settled. 

As Mr. Franklin some weeks later 
left the Convention Hall, he was 
stopped at the door and asked what 
kind of a government had been given 
the American people and he is re­
ported to have repliied: 

"We have given you a Republic, 
if you can keep it." 
Now, there is, was, and always will 

be differences of opinion as to what 
our policies should be. They may 
differ from place to place and from 
one year to another. But as far as I 
am concerned there are certain land­
marks that are clear, regardless of 
the time and place. Even in stormy 
weather when the mountain peaks 
cannot be seen, you know it is there 
in all its grandeur. 

For what it is worth, I give you 
my views growing out 'Of thirty years 
of active participation in the local, 
state and national affairs. 

1. The Constitution of the United 
States is the greatest governmental 
document struck off by the hands and 
minds of men. If adhered to, our po­
litical and our economic freedom in 
the future are assured. But if it is 
compromised or short-circuited or ab­
andoned, our own liberties and those 
of future generations will be in dead­
ly peril from dedicated and unscru­
pulous communist forces. 

2. Power and responsibility must 
always go together. Power without 
responsibility in government, in busi­
ness, and in labor, is detrimental to 
the well-being of our American peo­
ple. 

Five years ago, I stated that no 

man or group of men should have 
the power to strangle the economic 
life of our nation, of our state, or 
our community, for this was more 
power t h a n any 11easonable men 
should want and far too much power 
for any uinreasonaible or irresponsible 
ones to be allowed to have. 

3. Physical resonsibility is a basic 
criteria of responsible government, 
local, state, and national. No individ­
ual and no business can continue to 
spend more than it takes in without 
ultimate disaster - and neither can 
government. 

4. Long ago, decent citizens of all 
political parties united to clean up 
elections and to eliminate vote buy­
ing and vote stealing. The use of the 
public treasury to influence elections 
results may not be criminally in­
dictable, but it is morally indefensible, 
and future generations of our people 
may wonder why their heritage was 
destroyed w h i 1 e insolvent govern­
ments appropriated vast sums to gain 
a passing popularity. 

5. Law and order ~s a basic neces­
sity in a free society and our people 
must never tolerate or compromise 
with an allegiance by government 
officials with the criminal underworld, 
labor goonsters, or business racke­
teers. 

6. Every American citizen has guar­
anteed rights without regard to race, 
color, creed or sex. But Civil Rights 
are far more broad than racial rights 
alone. The right to be secure in one's 
person going to and from work, to 
own property, to manage it and to 
dispose of it, to associate with friends 
of one's own choice- These are also 
civil rights and are entitled to respect 
and protection by the Federal, State, 
and local authorities. 

7. Education is and education should 
remain close to the people. We must 
guard against rules that would ulti­
mately transfer control of our educa­
tional system away from the localities 
and the states to the Federal Govern­
ment of Washington. That is to say, 
after 14 and a half years of experi­
ence in the Nation's Capital, there is 
no such thing as free Federal money, 
and I can testify that a dollar that 
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goes to Washington in taxes suffers 
substantial attrition before it comes 
back as a grant-in-aid. 

Now, the founders of our republic 
knew the dangers of concentrated 
power. It spelled just one word 
through them: "Tyranny." 

To guard against abuses of power, 
they divided the Federal Government 
into three great co-equal branches­
the Legislative, the Executive, and 
the Judicial- as checks and balances 
one against the other. 

They were not satisfied even with 
that- that this would be ample pro­
tection. So they therefore deliberately 
set out to make the Federal Govern­
ment one of limited and specified 
power and they reserved all other 
powers for the State and for the 
people thereof. 

They were still not satisfied that 
this would be ample protection for 
them and their successors, and so 
they insisted as a part of the under­
standing on the rectification of the 
Constitution that there would be iirn­
mediately provided to the American 
p e o p 1 e, the first ten amendments 
which we know as a Bill of Rights, 
which gave to our people certain 
rights which neither the Federal, the 
State, or local government can take 
away from them. 

This, then, is our first and our 
foremost principle: Guard the Amer­
ican people against abuse of power 
regardless of the d i r e c t i o n from 
which that threat comes- internal or 
external, political or economic. 

Now, no matter how great our 
problems are in this age in which we 
find ourselves, we as a free people 
can solve them if our freedom of 
choice is left to us. Safe in the col­
lective judgment of a free society is 
another basic principle. The danger 
comes when a large part of the elec­
torate becomes apathetic or disillu­
sioned. Then, the judgment resulting 
from a light vote is not the collective 
judgment of the people but the result 
of an organized effort by a minority 
pressure group. 

Government is too important to be 
left with the office holders alone. 
Government in a very real sense is 

the people's business. It cannot func· 
tion without an informed electorate. 

There is real danger to our nation 
in any policy of managed news. In 
addition to establishing the form of 
government under which this growth 
has taken place, out of a small weak 
colony to now a great nation of 190 
million, stretching from the Atlantic 
to the Pacific, and out into the pas t 
to become the most productive nation 
the world has ever known, the Con­
stitution guarantees c e r t a i n basic 
freedoms. The first Amendment of 
the Bill of Rights states: 

"Congress shall make no law 
respecting the establishment of 
religion or prohibiting the free 
exercise thereof; or abridging the 
freedom of speech or of the press, 
or of the right of the people 
peaceably to assemble and to peti­
tion the government for a redress 
of grievances." 
Now, this freedom of speech and 

of the press is of vital importance to 
not only those in the communications 
field of the press, radio and television, 
but it is far more important to the 
American public as a whole. Now. 
all of these media had great power 
and great influence and, as I men­
tioned before, with power must also 
go responsibility. A free people must 
be an informed people. 

A great responsibility rests upon 
all communications media to see that 
the America people are well informed 
on matters of international, national, 
state and local affairs. It is not suffi­
cient in my judgment merely to rec­
ord the events. An understanding of 
the happening may require a back­
ground of the "news behind the 
news." 

Editors and commentators must try 
to maintain a sense of balance. 

Often I am asked by well-meaning 
people why the newspapers cannot 
eliminate crime news. To do so. I 
believe, would be a disservice to the 
people. It would be comparable to a 
doctor keeping from the patient's 
family that he had cancer, because it 
would upset them. 

Only an alerted community can 
take the necessary steps to eliminate 

- 102 -



corruption 01' to rally in support of can administrations, there has been the law enforcement departments in a growing tendency to classify mate­upholding law and order. rial as restricted, confidential, secret, I do not deny that at times some or top secret, when it does not prop­of our newspapers seem to over-em- erly .fall into such classifications as phasize crime to the point where it far as the national defense is con­appears to dominate i:he news of the cerned. 
day. When such a situation exists, It is more to cover up the mistake the editors may have lost their sense of the administration or bureau of balance and values as to the extent chiefs, to save them from embarrass­of overlooking or playing down world ment, than it is to protect the security and local events of more real impor- needs of the nation. 
tance. This generation witnessed a terri-With the developments that have ble result when a great nation hke been taking place in the communica- Pre-World War II Germany was tions field in the last few decades, talrnn over by those who took control we have become neighbors to the of all media of communication and remote places in Asia and Africa. An used them for the purpose of carry­escape over the Communist wall in ing out the policies of the Hitler Berlin is not only written and pie- government. 
lured in the newspapers the same In the Soviet Union and in other day in California, but the event is areas of the Communist world, there also viewed on television and broad- is a complete government control over cast on radio news reports. all media of communication. The peo-The President of the United States ple read in the newspapers there, makes the State of the Union address and hear ion radio or see 1on televisioo and the text is reported in the Pacific only that news information which the Coast afternoon papers of the same Kremlin wants them to have. In my day. Millions of Americans and Eu- opinion, it is not in the interests of ropeans watch and hear him on tel~ free institutions for any government, vision and radio while he is speaking including our own, to use news as before the Joint Session of the Con- an instrumem of that policy. 
gress or in the rebroadcasts within I do not of course refer to govern­hours of when he appeared before ment's issuance of statements, giving our Congress. this position on public policy or the In the space and atomic age in reason for taking such action. But I which we now live, those in the do refer to the deliberat·e misleading communication field, no less than of the press and the public. those in government, must conduct Now, confidence is a good deal like themselves with great responsibility, credit: once lost, it is awfully hard as I have previously indicated. to regain. The confidence of the press Now human institutions are not in the public has been shaken by a infallible. Newspapers, radio and tele- lack of candor and by misstatements vision organizations have in the past of fact in regard to the Cuban situa­and will in the future make mistakes. tion of a year ago. 
In the rapidly moving events of the In replying to an inquiry from rep­day, sometimes quick decisions, inter- resentatives of the United States pretations, turn out to be wrong, but Press International about half-truths this is one of the prices of freedom. and misstatements of government I am concerned, however, by the press releases during the Cub an growing tendency of governments ·- crises, Arthur Sylvester, Assistant local, state and national- to keep Secretary of Defense for Public Af­from the public facts which the public fairs, at a New York Deadline Club is ·entitled to have_ meeting in New York said, and I Now, sometimes office holders seem quote: 
to forget that public business is the "It would seem to be basic, all pub 1 i e's business. In Washington, through history, that a govern-under both Democratic and Republi- ment's right- and by government 
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I mean a people ... in our coun· 
try, in my judgment, the people 
present and have the right to 
present and do present every two 
and every four years what gov­
ernment they want . . . that it 
is inherent in that government's 
right, if necessary, to lie to save 
itself when it's going off into a 
nuclear war." 
Now, it seems to me that this is a 

most dangerous doctrine. Government 
officials, to be sure, may refrain from 
commenting on inquiries from rep· 
resentatives of the press, radio or tele­
vision; but are they justified to put 
out false information, even in this 
nuclear age? Should our communica­
tion media follow the government's 
line even if they know, or strongly 
suspect, that it is untrue or mislead­
ing? 

In World War II, the newspapers 
of the nation, recognizing the prob­
lems confronting our country and the 
very life of the Republic being at 
stake, placed themselves under a form 
of voluntary censorship. They did not 
mention, of course, the sailing of 
troop transports or even visits of 
the President of the United States on 
non-political inspection trips around 
the country. 

To many newsmen the particular 
situation seemed unnecessary in view 
of the fact that hundreds of thou­
sands of people had seen him in an 
open car on downtown streets. No 
mention was made o.f the first atomic 
blasts; newspapers' mention of some­
thing that had happened of great 
magnitude was vague. 

The war correspondents were con­
sistently briefed as to campaigns 
underway or about to embark, and 
they did not violate this confidence 
at that time because they knew that 
it might jeopardize the very security 
and the lives of our forces. They 
knew the general restrictions and the 
reason for them and they understood 
why they must act with responsibil­
ity. 

But we are not now at war. Could 
a free society make proper judgments 
on vital issues if information were 
withheld from them upon which those 
decisions had 1Jo be made? In a free 

society operating under a constitu­
tional form of government, can any 
administration properly advocate a 
"papa knows best" policy and can 
it give or withhold from the people 
information to which the government 
believes they should be exposed or 
not be exposed? 

This is a dangerous doctrine. Now, 
I believe in the informed judgment 
of the American people. Given the 
facts, I believe their reactions can be 
depended upon in the long run. The 
moral and practical question we must 
confront is: Whether or not our gov­
ernment or any government has a 
right to deliberately lie to the Ameri­
can people. 

Is it sufficient that we, as business­
men, keep informed as best we may 
and cast our votes on election day? 
I think not. We must be prepared to 
participate for a part of our lives in 
Governments on the local, the State. 
and national l e v e l s. Businessmen 
should have no less interests in the 
functioning of the government tllan 
does labor. 

We have permitted the demagogue 
to sell the worker that there is no 
community of interest between the 
employee and the employer, that the 
free enterprise system of private capi­
tal is on the way out, and that gov­
ernment ownership and expanding 
socialism is the way of the future 
These cannot be combated successful­
ly by a passive resistance. These doc­
trines must be actively fought in our 
economic, our social, and our political 
arenas. 

President Theodo1·e Roosevelt was 
once asked by an /1merican citizen 
who was troubled by the problem3 
of that day and who came to him 
and said: 

"Mr. President, what can I as 
an individual citizen do to help 
meet the problems of the day?" 
President 'I1eddy Roosevelt replied: 

"If each citizen will do what he 
can with what he has, where he 
is, the accumulative effect in a 
free society will be irresistible." 
And I take it with the great chal-

lenge confronting us this year and 
next year, that we as ci1 izens, r,egard­
less of our party atfiliations, mus t 
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each one of us do what we can with 
what we have where we are. And I 
believe that the end result will be ir­
resistible in our free society. 

Businessmen should be active in a 
society of a free government, con­
stitutional government, and the free 
enterprise system. Now, perhaps you 
may offend a few of your customers 
but you promptly gam many others 
to take their places. 

But if businessmen are 1lo be intim­
idated so that they will not partici­
pate in public affairs. then it seems 
to me we are not made of the same 
stuff as the founding fathers who 
gave us this republic. 

Young men of ability m your or­
ganizations should be encouraged to 
serve in Government on the local, the 
State, and the nati•onal level; on tJhe 
Board of Education and on the other 

public bodies and commissions. 
The times require the best we have 

to offer. And if businessmen count 
themselves out, our communities, our 
states, and our nation will have lost 
a great resource that should at least 
be furnishing its fair share of per­
sonnel to man the ramparts m our 
free society. 

Now, as a private American citizen, 
I do have a deep conviction that if 
only we of our generation will show 
the same courage and same common 
sense that motivated the men who sat 
at Independence Hall and gave us 
first, our Declaration of Independence, 
and later, our Constitution of the 
United States, that there are none 
of our great domestic problems that 
we as a free society cannot solve and 
there is no foreign foe which we need 
ever fear. 

Report of Secretary-Director 
of Public Relations 

JAMES W. ROBINSON, Washington, D.C. 

There is something so formidable 
about any portion of a convention pro­
gram which begins with the words 
"report of-," that I wish I could have 
given a different title to my talk. 

I assure, however, you that my 
message is a brief and simple expres­
sion of appreciation for the privilege 
of representing at the national level 
the finest people in the world-the 
men and women in the real estate 
title pro:liession. I am truly grateful 
for the extent of cooperation I have 
received not only from the National 
Officers and members of the Board 
of Governors, but from the rank and 
file of membership, all of whom have 
responded quickly and effectively to 
my pleas for information and for 
assistance. 

To you officers of affiliated state 
title associations, I say thanks for the 
splendid news stories, photographs 
and technical material without which 

it would have been impossible to pub­
lish the kind of a magazine that the 
American Land T i t 1 e Association 
needs and deserves. 

In considering those matters of im­
portance which I might bring to your 
attention this morning, I turned to 
the transcript of the 1962 convention 
proceedings. Just a year ago in St. 
Louis before a vast and wildly cheer­
ing audience of some 12 or 13 sleepy 
persons, I had this to say, "I know 
that under the leadership of Bill 
Deatly, the outlook for 1963 continues 
to be encouraging. Certainly there 
will be a determined effort to 
strengthen the moral and ethical per­
formance of individual members and 
of the Association. I'm sure we can 
expect an expanded program of edu­
cation, both within and wilhout the 
industry. The serious problems con­
fronting ATA members will be met 
with courage and good judgment. Our 
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new President will demand the ut­
most in service and loyalty foam the 
staff. We are eager to meet the chal­
lenge." 

I am delighted to report that my 
enthusiastic forecast has proven to 
be actually qu'ite conservative. There 
was a determined effort to strengthen 
the moral and ethical performance of 
individual members and of the Assa• 
ciation. An expanded program of edu­
cation !both within and without the 
industry was carried out. The serious 
problems confronting the ALTA were 
met with courage and good judgment 
by our President ia'Ild by our other 
officers. I can assure you that Presi­
dent Deatly did demand the U'tmost 
in service and loyalty foom the staff. 

In reviewing the accomplishments 
of the preceding year, I recall a quota­
tion which seems to have perfect ap­
plication in 1lhis instance. 

"There are no collective efforts; 
there are only collective results of 
individual efforts." 

This little phrase seems to sum­
marize the spirit of the dedicated men 
and women who have created a Na­
tional Association that ~s recognized 
as an important and influential factor 
in the entire real estato> and housing 
industry. I wish that each of you 
could have had the opportunity last 
Saturday to attend the joint meeting 
of the Board of Governors, the Uni­
form Title Insurance Code Committee 
and the Executive Officero. of the Title 
Insurance Section. Twent:y-seven com­
pany executives deliberated for an 
entire day on the many technical as· 
pec's involved in giving birth to a 
uniform title insurance code. Each 
of them had previously studied 176 
pages of material including the sug­
gested code and more than 100 rec­
ommended changes to various sec­
tions of that code. It was truly an 
inspiration to watch these officers of 
yours give so unselfishly of their time 
and talents in behalf of the title in­
dustry. 

So much has been wntten and said 
already about the magnificent contri­
bution that William H. Deatly has 
made to this Association and to the 
title buisness that any remarks of 

mine would be redundant. I am sure 
Mr. Deatly would be the first to agree 
that it was not he alone who carried 
the bun.ten but that the devotion of 
such men as Joe Shelly, Ernest Loeb­
becke, J. W. Goodloe, George Raw­
lings, Tom Dowd, Carl Schlitt, Chum 
Funk, Dick Howlett, Mack Tarpley, 
Victor Gillette, John Turner, Al Julin 
and Mac Mcconville and the members 
of the committees these men headed 
made tne progress of the past year 
possible. One brief observation with 
regard to President Deatly, however, 
he will go down in history as the man 
who married title insurance to the 
public interest and subsequently be­
came the father of the modern con­
cept of an enlightened title evidencing 
profession. 

You have heard the report of the 
Chairman of the Public Relations 
Committi:!e. Your Board of Governors 
is committed to the prmciple of an 
expanding program of public educa­
tion. As a National Association, we 
seek recognition for the Association 
itself, forr the industry and for each 
of its members. Our approach to the 
related professional grouos and to 
the general public is institutional in 
character. It is fair to say that the 
activities of the past five years have 
begun to show results. We still, of 
course, have a long, long way to go. 

Now, what of the future? Saturday 
morning I was privileged to partici­
pate in a radio interview here in San 
Francisco. One of the questions I was 
asked was, "Are members of your 
Association considered profession­
als?" .My response w::t5, of course, 
that they are professionals in the fin­
est sense ·of the word: I based my re­
ply on the criteria established for 
other professions; the lawyers, the 
doctors and the ceTtified public ac­
countants. These s•tandards include: 

1. A body of literature peculiar to the 
industry- we have that 

2. A code of ethics to which the ma­
jority of the members of the indus­
try subscribe- we have that 

3. Academic training- we have that 
through our employee education 
programs, our State Association 
abstract schools and our panel dis-
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cussions, workshops and seminars. 
4. A voluntary association which car­

ries on to elevate and improve the 
level of performance for the bene­
fit of the public-we certainly have 
that 

5. Dedication to the principle that 
there s h a 11 be no information 
withi•n that association which is 
privat·e, but which is shared by all 
- we certainly subscribe to that 
philosophy. 

I would like to offer a word o.f as­
surance. Don't be dismayed if your 
neighbors don' t immediately recogni:zie 
you as professionals. Continue to act 
as professionals, and with the help of 
the National Office, ret:ognition will 
come. 

I predict a year of progress under 
the leadership of Clem Silvers. H e has 
outlined a program of employee edu­
cation and public education. He will 
encourage the enactment of state ab­
stract laws and licensing laws. It is 
a privilege to look forward to work­
ing with Clem, and to offer the assur· 
ance that the staff at Nat10nal Head· 
quarters will help in every way pos­
sible to make the coming year the 
most successful in AL'l A history. 

We have not reached the pinnacle 
of our prestige and inf~uence, but we 
have come a long, long way. Your 
capable and intensely loyal Executiv~ 

Vice President, Joe Smnh, has no 
magic wand with which to transform 
indifferent government agents and 
officers of related ashoci1.tions into 
enthusiastic proponents of the title 
evidencing profession, but the sheer 
f o r c e of his personality; his un· 
doubted integrity; his personal mag­
netism have commandt:d the respect 
of a gr~at many important men in 
Washington. 

Monday morning President Deatly 
received many telegrams of congratu· 
lations. One of them was from the 
President of the United States. I hap· 
pen to '.{now that this wae no perfunc· 
tory ges~ure on the part of some paid 
White House Assistant. lit received 
the personal attention and approval 
of the President himself. I venture 
to say lhat, just a few years ago, the 
President of the United States had 
never heard of the American Land 
Title Association, nor its p;.·edecessor, 
the ATA. 

S we will go forward under fine 
leadership to greater t~1ings for the 
titlemen and women o!: the nation. 
I think we have a winnmg combina· 
tion; the finest people in Lhe world, 
headed by Clem Silvers, administered 
by Joe Smith, with a bashful, bare­
foot public relations man 1.0 take care 
of the details. 

God bless you all. 

Report of Directory Rules 
Committee 

G. ALLAN JULIN, JR., Vice President, Chicago Title 
and Trust Company, Chicago, Illinois 

Mr. President, ladies and gentlemen 
of th convention, I am submitting 
this report as Ohairman of and on be­
half of the Directory Rules Commit· 
tee, which was a special committee 
appointed about a year and a half ago 
by then President Arthur L. Reppert. 
In addition to myself the committee 
consisted of: 

Mr. H. R. Caniff, Union Title Com­
panv, Indianapolis. Indiana. 

Mr. R. C. McAuliffe, Vice President, 

Security Title Company, Salt Lake 
City, Utah. 

Mr. Hugh B. Robinson, Secretary, 
Carmll County Abstract Company, 
Carrollton, Missouri. 

Mr. E. Gordon Smith. Senior Vice 
President, Lawyer8 Title Insurance 
Corporation, Dallas, T exas. 

Mr. Carroll R. West. Vice President, 
Title Insurance and Trust Company, 
Los Angeles. California. 

It is not inappropriate, ladies and 
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gentlemen, to point out that two 
members of the committee, nameiy 
Messrs. Caniff and Robinson are the 
Secretary-Treasurer of the Indiana 
and Missouri state associations, re­
spectiv•ely. Both of those gentlemen 
saw to 'it that the interests of the 
affiliated state associations were kept 
well in mind thmughout the delibera­
tions of the committee. 

When Art Reppert appointed us, 
his description of our assignment was 
simple and brief: Study .the present 
Rules and Regulations governing di­
rectory listings and present for con­
sideration by the Board of Governors 
any recommendations considered de­
sirable. This brevity of description of 
the assignment was well done, for 
each person asked to serve ·on the 
committee accepted the appointment 
at once. I might add that this willing­
ness to work fo·r our association was 
subsequently further demonstrated 
by the whole-hearted and enthusiastic 
cooperaNon and sincere effort put 
forth by each member of the com­
mittee until the completion of its as­
signment. 

Perhaps the first real clue ·to the 
road that the committee was to travel 
was the fact that the room assigned 
it for its first meeting was named 
the Pony Express Room in the Chase­
Park Plaza Hotel in St. Louis durimg 
our convention last year. I am sure 
it seemed to each of us that we en­
countered just as many figurative 
ruts, boulders and impassable paths 
as any Pony Express rider during 
the course of our work. And when our 
final report was submitted to the 
Board of Governors and unanimously 
adopted, we as a committee experi­
enced just about the same degree of 
satisfaction with the accomplishment 
of our assignment as the Pony Ex­
press rider must have felt when he 
delivered his mail pouches at the end 
of his route. 

The final report of the committee 
was submitted to and adopted by our 
Board of Governors on March 6th of 
this year, during the Mid-Winter Con­
ference in Washington, D.C. The full 
text of that report a·nd of the new 
Directory Listing Rules and Regula-

tions appear in the August, 1963, is­
sue of Title News, and I am not going 
to repeat either tJhe report or the rules 
themselves. In addition to appearing 
in Title News, at the time our national 
headquarters sent out the call for the 
listing material for the 1964 Direc­
tory the appropriate officer of each 
affiliated state association received a 
copy of the new rules and regulations. 

I hazard the guess that up to this 
year no officer of the associatiow---or 
perhaps no member has possessed a 
complete and accurate compilation of 
the listing rules and regulations for 
many, many years, for they had ito be 
pieced together from the minutes of 
meetings of the Board of Governors 
over many years. At least, as of now, 
these rules and regulations are con­
tained in one document. 

I do not maintain that the new 
rules and regulations are perfect, nor 
do I expect that they are completely 
acceptable to every individual and 
every company. I do aver that the 
committee has tried to give fair con­
sideration to the problems and needs 
of each individual, each absitract com­
pany, each title insurance company, 
and each affiliated state association in 
getting appropriate listing in our na­
tional directory. We have also endeav­
ored to provide a reasonable degree of 
flexibility for the handling of isolated 
or unique cases. 

By now each of you should have 
submitted to national headquarters 
your listing informart:iorn for next 
year's Directory. If national head­
quarters has sent back to you some 
pointed inquiries, or has asked that 
you alter o·r correct yiour listing, my 
only advice to you is in line with that 
of a prominent manufacturer whose 
products are customarily delivered 
not assembled. Each carton contains 
a slip of paper on which is printed 
a bit of advice to the frustrart:ed cus­
tomer who is havi:ng trouble putting 
the contraption together. It reads: "If 
all else fails, read the insitructions." I 
suggest you read the Directory List­
ing Rules and Regulations. 

It would not be right for me to con­
clude this report without making two 
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brief points. First, at the time I re­
ported our recommendations to the 
Board of Governors I was asked by 
the committee to convey its unani­
mous opinion that our ALT A Direc­
tory is an excellent product, and is 
one of which our staff at national 
headquarters may be proud. Second, 

permit m e to express the committee's 
appreciation for the splendid coopera­
tion we received from the national 
staff. 

For myself and for the other mem­
bers of rthe committee, thank you for 
the opportunity to be of some small 
service to our national a sociation. 

Report of the Resolutions 
Committee 

ROBERT J. JAY, Vice President, Land Title 
Abstract Company, Detroit, Michigan 

WHEREAS, the 57th Arnnual Con­
vention of the American Land Title 
Association had excellent guest speak­
ers, namely, the Hon. Karl E . Mundt, 
Senior United States Senator, rep­
resenting the Sbate of South Dakota, 
whose timely topic, "Today's Chal­
lenge to Tomonow's Freedoms" was 
highly inspirational in urging busi­
nessmen to take an interest in poli­
tics; the Hon. William F. Knowland, 
Editor, The Oakland Tribune and 
former Senior United Stat,e Senator 
from the State of California, speak­
ing on, "The Challenge Confronting 
Us" clearly set forth that Americans 
must have all the facts and exercise 
their rights if the Republic as set up 
by our forefathers is to properly 
function and govern; the Hon. J. 
Stanley Baughman, President, Fed­
eral National Mortgage Association, 
Washingbon, D.C., ,outlining the rela­
tionship of FNMA and the Title In­
surance Industry. 

THEREFORE BE IT RESOLVED, 
that the entire membership does here­
by express its sincere appreciation 
for the effective and inspiratiional 
thoughts on timely topics expressed 
by sairl sneakers. 

WHEREAS, the California L a n d 
Title Association, as host. and the 
neighboring associations of Arizona, 
Oregon and Washington, as co-hosts, 
for the 57th A n n u a 1 Convention 
under the chairmanshir of Bob Mor­
ton, have diligently worked, planned 

and contributed financially to the 
success of this convention, 

THEREFORE BE IT RESOLVED, 
that the appreciation of the officers, 
staff and members in c..ttendance at 
this convention be extended to Bob 
Morton and all of his hard-working 
associates in making the Golden West 
live up to its reputation. 

WHEREAS, the ladies of the Amer­
ican Land Ti t 1 e Ass\'ciation have 
worked diligently and thoughtfully 
in contributing materi::llly to the suc­
cess of the entire convention pro­
gram, 

THEREFORE BE IT RESOLVED, 
that each and every member rec­
ognizes the imvortance of the ladies' 
attendance at the convention and 
particularly expresses his deep appre­
ciation to Ellenette Morton and all 
of her assistants for their efforts in 
contributing to the success of this 
convention. 

WHEREAS, the hard work and 
painstaking efforts of the National 
Officers, Board of Go'llernors and 
Chairmen and their committees are 
evidenced by the successful year cli­
maxed by this convention or in the 
words ::>f President Bill Deatly, "The 
American Land Title Association has 
gained a yard or two on balance,'' 

THEREFORE BE IT RESOLVED, 
that the membership herE:by acknowl­
edges the ,overall efforts of the of­
ficers and committees and extends Hs 
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sincere appreeia.tion for a job well 
done. 

WHEREAS, 0:he American Land 
Title Associatim1 would not be able 
to function effectively without the 
continued efforts of our Executive 
Vice President, Joseph II. Smith and 
Secretary and Director of Public Re­
lations, Jame W. Robinson. 

THEREFORE BE IT RESOLVED, 
that the members hereby acknowl­
edge that Joe Smith and Jim Robin­
son have again completed a very 
successful year. 

WHEREAS, the American L a n d 
Title Association is, by political phi­
losophy, basically o p po s e d to the 
usurpation by governmental agencies, 
of those bu iness institutions which, 
by tradition and experience, properly 
belong within the free enterprise 
concept; and 

WHEREAS, the American Land 
Association, through its officers and 
directors, is often very vociferous in 
expressing this philosophy; and 

WHEREAS, when an occasion 
arises where a retrenchment occurs, 
on the part of a g o v e r n m e n t a 1 
agency, to the private enterprise con­
cept, a corresponding responsibility 
exists to commend those in our gov­
ernment who follow this ~hinking, by 
act ,or deed; and 

WHEREAS, the Federal Housing 
Administration, effective October 1st 
last, instituted a p r o gram which 
allows and encourages private lend-

ing sources to handle the mortgage 
financing in connection with the sale 
of Commissioner held properties, as 
opposed to the previous practice of 
financing by the Federal Housing 
Administration; and 

WHEREAS, the Federal Housing 
Administration is evidencing a desire 
to regain the original purpose, for 
which it so ably served this country 
for so many years, i.e., an insurer 
mther than a lender; and 

WHEREAS, it is the oplnion of this 
Association that such is in the public 
interest. 

NOW, THEREFORE, h11 IT HERE­
BY RESOLVED, that tl1e American 
Land Title Association, meeting in its 
annual convention at San Francisco, 
California, commend t h e Federal 
Housing Administratim1 and, more 
particularly, Philip N. Brownstein, its 
Commissioner, for his sponsorship of 
this program which broadens the pri­
vate mortgage investment field, and 
that copies of this resoluci.on of com­
mendation be delivered to the Honor­
able Mr. Brownstein, to the Honor­
able Chairman of the House and 
Senate Banking and Currency Com· 
mittees of the United States Con· 
gress. 

Unanimously adopted by the con­
vention this, the 16th day of October, 
1963. 

BOB JAY, Chairman 
DON McCALLUM 
ANDY SHEARD 

Report of Committee on 
Membership and Organization 

J. W. GOODLOE, President, Title Insurance 
Company, Mobile, Alabama 

When your Committee was given 
its assignment for this year, it was 
suggested by President Deatly that 
your Committee explore the possibili­
ties of organizing, or creating interest 
in, State Land Title Associations in 
our Eastern and Southeastern states, 
wherein no State Association •at the 
present time existed. Particular ref­
erence was made to the States of Ala-

bama, Georgia, Kentucky, Mississippi, 
North and South OaroUna, Delaware, 
Virginia, West Virginia, and the Dis­
trict of Columbia. 

At our Mid-Winter Conference in 
Washington, we were pleased to re­
port the formation of a State Asso­
ciation in the District of Columbia; 
for this we give particular thanks to 
the efforts of Mr. Howard Bernstein 
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of Realty Title Insurance Company, 
Inc., Wa hington, D.C. 

An eX'haustive study was made of 
the possibilities of the formation of 
State Associations in the remaining 
states named. Your Chairman re­
ceived excellent assistance from our 
Committee members residing in this 
area, to-wit: Messrs. Tvammel Mcin­
tyre, Atlanta, Georgia; Harrison H. 
Jon s, Louisville, Kentucky; Rowan 
H. Taylor, Jackson, Mississippi; How­
ard Bernstein, Washington, D.C., and 
M. R. McRae, Sarasota, Florida. 

From the reports received from 
these gentlemen, it was the conclu­
sion of your Committee that the 
formation of State Associations in all 
of the above named states, with the 
possible exception of Alabama, was, 
in the near future, extremely doubt­
ful, if not impossible. Among the rea­
sons for this conclu ion, was the dif­
ference in the method of producing 
the evidence of title necessary in con­
nection with title examinatiorns and is­
suance of title insurance policies. In 
the majority of these states, there arre 
very few, if any, recognized abstract­
er of title, as such. The title exam­
ination work being prepared by local 
attorneys, who usually make their ex­
amination of the title direct from the 
county records, and, ultimately, if 
title insurance is required O'r obtained, 
these same attorneys quite often act 
as both title examiners and agents for 
one of our title insurance companies 
opemting in that area- doing busi­
ness on a national scale. 

It further develoiped that there are 
no "local" title insurance companies 
in any of these states, except in Ala­
bama, Mississippi and Virgirnia, title 
insurance ibeing furnished by our na­
tional companies. In Alabama, we 
have several active a!bstract compan­
ies; and we have created some inter­
est in the formation of a State Asso­
ciation, which I believe can be fol­
lowed up to advantage in the near fu­
ture. 

In the State of Mississippi, the 
County Reco·rder or Regi ter of Deeds 
is requir d by statute to maintain a 
set of tract indexes, wherein the daily 

recordings are indexed, as in a prop­
erty index. 

At the suggestion of Mr. Harrison 
Jones, one of our members, your Com­
mittee explored the possi:bility of cre­
ating further interest in the forma­
tion of State Associations by attempt­
ing to bring to the attention of our 
members, not affiliated with State As­
sociations, some of the numerous ad­
vantages to be derived from a State 
Association. 

With this in mind, we have arrang­
ed for display an exhibit of various 
bulletins, publications, etc., being sent 
out periodically by our State Associa­
tions to their members. These publica­
tions concentrate on prdblems on the 
state level, such as changes in the 
state laws, public relations with the 
local state bar, unfair competition, 
etc. We believe it will be to your ad­
vantage to examine this exhibit. Some 
of you with State Associations may 
gather an idea from your neighbor. 

If we look back 30 years or more, 
before the days of FHA, GI loans, 
etc., the problems of the local ab­
stracter orr title company were usual­
ly limited to its own community. To­
day, with our government agencies 
reaching into practically every phase 
of the real estate and mortgage busi­
ness, it would be impossible for a lo­
cal title company to continue in busi­
ness without assistance from our Na­
tional Association in solving some of 
the numerous problems that arise 
from day to day in connection with 
the title work on loans, land purchas­
es and condemnations. A case in 
point- our National Association re­
cently stepped in to convince the FHA 
and VA of the necessity of obtai:ning 
some form of assurance (insurance) 
or Owners Policy in cases of foreclo­
sure by them. One of the radvantiages 
of State Associations could be the pos­
sibility of preventing, through State 
legislation, fire and casualty compan­
ies from entering the title in urance 
field on a purely casualty basis. This 
seems to be a growi'ng practice in 
some states. 

Nearly all of our State Associations 
mail out to their members a periodic 
bulletin or "news letter." You will 
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note some excellent publications in 
the exhibit. The Illinois Land Title 
Association, in cooperation with Illi­
nois Wesleyan University, offers a 
short course of training for employ­
ees of title companies. 

A few State Associations use the 
ALTA "decal" on their literature -
a good suggestion for all State As­
sociations to follow. 

In conclusion, thirty-three states 
and the District of Columbia have 

State Associations affiliated with our 
National Association. Of the states 
West of the Mississippi, Nevada is 
the only exception. In addition to the 
Eastern and Southeastern stat·es not­
ed above, no State Association exists 
in any of our "so-called" New England 
states, except the State of Connecti­
cut. 

Your Chairman wishes to thank all 
the members of our Committee who 
have as isted in making this some­
what negative repo·rt possible. 

"FNMA" and the Title Insurance 
Industry 

J. STANLEY BAUGHMAN, President, Federal National 

Mortgage Association, Washington, D.C. 

It is indeed a plrnsure to be here in 
San Francisco and to address this as­
semblage. I am sure I could not have 
been called upon to appear befor·e any 
group whose activities are of more 
fundamental importance to the effec­
tive functioning of the o•rganization I 
represent than the American Land 
Title Association. As abstracters and 
title insurers, you contribute very bas­
ically to the soundness, and conse­
quently to the marketability, of real 
estate mortgages. A major reason for 
my organization's existence is to help 
assure the continuous availability of 
a general secondary market for the 
purchase and sale of the Federally­
underwritten sector of home financ­
ing, the well known FHA and G.I. 
mortgages. 

The organization I represent is the 
Federal National Mortgage Associa­
tion, a Federally chartered and, in 
part, a Federally-owned corporation 
known informally as FNMA or "Fan­
nie Mae." FNMA is familiar to many 
of you through your close connection 
with mortgage lending and related in­
dustries. 

As many of you know, FNMA in 
February of this year rounded out 
twenty-five years of assistance in the 
financing of American homes. I would 
like to take this oppcrtunity to ex-

press my appreciation for the Amer­
ican Land Title Association's partici­
pation in Industry's Salute to FNMA 
in observance of ·this milestone. 

During its quarter century of serv­
ice, FNMA contributed nationally to 
expanded home ownership and fo im­
proved homes and environment and 
has given important financing sup­
port to home building and to the na­
tional economy. Its volume of busi­
ness has increased over the years and 
its type of financial services have be­
come more numerous. The Associa­
tion is the largest residential mort­
gage operation of its type in existence 
today. 

We in FNMA are strong champions 
of the principles of title insurance. 
Our endeavors to maintain and im­
prove sound business practices, which 
have been an important basis of our 
growth, have included an ever in­
creasing emphasis on title insurance 
as the .essential form of title evidence. 
Today, our mortgage purchasing is 
almost one hundred percent on a title 
insurance basis. 

Our insistence on title insurance 
does not in any way detract from the 
importance of t:he abstracter's roie. 
Without abstraoting there could be no 
title insurance, as we understand it. 
After aibstracting has been skillfully 
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and thoroughly accomplished, how­
ever, title insurance coverage is im­
mensely important, especially with re­
spect to the areas ,of risk which are 
independent of the public records and 
therefore outside the scope of the ab­
stracting function. These extra values 
of title insurance are so well known 
to you in the title industry that they 
need •no recital. They are, nonetheless, 
fully appreciated by "Fannie Mae." 

I should like to mention, however, 
a specific instance in which FNMA 
found the American Land Title As­
sociation particularly helpful. I refer 
to the situation on the Island of Guam 
which was recently ravaged by two 
very destructive ty·phoons. The Feder­
al Government recognized the •need 
to aid in financing the construction of 
new housing in the territory but, be­
cause of the unfortunate condition of 
the Guam land records and land law, 
no title insurance was available. At 
this point, your executive vice presi­
dent, Joseph H. Smith, and a number 
of leading title companies set to work 
on the problem and together they 
were successful in organizing the 
Title Guaranty of Guam, Inc., and 
thus made it possible for FNMA to 
provide financing for much ·needed 
housing in rthat area. I commend them 
for this and their other accomplish­
ments which typify the resourceful­
ness and competence of the ALTA and 
its members 

But I am not here today to extol 
the virtues of title insurance, or to 
tell you how to set up and maintain 
a title plant or how to run a chairn of 
title. I leave that to those who are far 
more knowiledgeable tharn I. It will be 
my purpose, rather, to introduce you 
to ·our organization, the activities of 
which, as I have said, are clearly re­
lated to 1:!he operations of the title in­
dustry. A little family history may 
be helpful, however, in recornstructing 
the atmosphere in which this organi­
zation was created. 

The Government's first really signi­
fica1nt participation in housing was 
the establishment in 1918 of the U.S. 
H o u sing Corporation to finance 
homes and to provide housing accom­
modations for civilian employees con-

nected with World War I activities. 
This corporation was liquidated in 
1945. It was followed in 1932 by the 
Reconstruction Finance Corporation 
which later fuvnished the capitaliza­
tion and supervision for the home 
mortgage activities ·of The RFC Mort­
gage Company and the Federal Na­
tinnal Mortgage Association. The 
same year saw the establishment of 
the Federal Home Loan Bank Sy;stem, 
the forerunner of the Home Owners' 
Lo an CorporaUon (liquidated in 
1950), the present day Federal savings 
and loan industry and the Federal 
Savings and Loan Insurance Corpor­
ation. Appropriations were provided 
by the National Iindustrial Recovery 
Act (NRA) in 1933 to finance slum 
clearance, low cost housing and sub­
sistence homesteads. 

The first major long range impact 
of the Government on housing, how­
ever, occurred in 1934 with the enact­
ment of the National Housing Act. 
This law had as its objective that of 
promoting the development of an ad­
equate secondary market for r.esiden­
tial housing mortgages by establish­
ing a program of Federal mortgage 
insurance and authorizing the crea­
tion o·f privately owned and financed 
national mortgage associations. 

The national mortgage associations 
authorized to be estabHshed by the 
National Housing Act were designed 
to assist indirectly in satisfying the 
need for home construction credits by 
providing a market for conventional 
and Federally insured mo•rtgages. De­
spite the liberal terms under which 
these private national associations 
could be est·ablished, ,including their 
virtual tax free privilege, none was 
ever chartered under the legislation. 
The statutory authority to establish 
private national mortgage associa­
tions was, in effect repealed in 1948. 

The story of the deveiopment of 
"Fannie Mae" is interwoven in the 
Country's economic history fr.om the 
depression to the present. Its creation 
in 1938 was prompted lby the needs of 
the depression and preceded by exper­
iments with similar devices which 
either did not take hold or were for 
limited objectives and application. But 
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the lessons of these experiments serv­
ed to guide the planning for the new 
corporation that was to become a 
stabilizing force in the market for 
FHA and VA mortgages and was, im­
portantly, to encourage the origina­
tion by private financial inrterests of 
large volumes of these mortgages. 

FNMA was initially chartered as a 
subsidiary of the Reconstruction Fi­
nance Corporation to help provide a 
national secondary market for FHA­
insured moritgages and in 1948 its ac­
tivities were expanded to perform a 
similar function for G.I. mortgages. 
Beginning in 1951 and continuing 
through most of 1954, a major portion 
of FNMA's funds were committed and 
utiliz·ed <to priovide financing for de­
fense, disaster and military housing. 
Other types of mortgages supported 
were those cove·ring cooperative hous­
ing, war emergency and postwar rent­
al housing; FNMA's aids to housing, 
also included the making of direct 
loa1J1s and construction loan advances 
and the issuance of advance commit­
ments providing for the purchase of 
mortgages at par purchase prices. 

We call the activities conducted be­
tween 1938 and 1954 the "old FNMA" 
to distinguish them from those auth­
orized under 1Jhe FNMA Charter Act 
of 1954. During the first few years of 
its operation, that is, before mid-1948, 
FNMA functioned as a true secondary 
mortgage market; its subsequent pur­
chases of mortgages at support prkes 
on both a commitment and over-the­
counter basis converted the activities, 
according to soone critics, from a sec­
ondary to a primary mortgage mar­
ket facility. 

In 1954, FNMA's operations were 
changed substantially. For many 
years vari()IUs banking and housing 
trade groups ihad recognized the de­
sirability and need foc a privately fi­

nanced and privately owned and man­
aged organization to provide second­
ary market facilities for home mort­
gages. To achieve this objective quick­
ly and on an adequate scale, a limit­
ed measure of Government participa­
tion and supervision was beHeved to 
be necessary. Studies and recommen­
dations of the i1ndustry groups and of 
the President's Advisory Committee 

on Government Housing Policies and 
Programs, made jn the fall of 1953, 
were considered by the Congress in 
connection with the approval on Aug­
ust 2, 1954 of the present Federal Na­
tional Mortgage Association Charte-r 
Act. 

The new facility was assigned the 
task of performi1ng the three major 
functions of (1) managing and liqui­
dating the portfo1io of the "o·ld 
FNMA" for the account of the Sec­
retary of the Treasury- the Manage­
ment and Liquidating Functions, (2) 
providing means whereby Federally 
supplied funds can be utilized to pro­
vide special financing assistaince for 
selected types or categories of hous­
ing or of helping to maintain a high 
level national economy-the Special 
Assistance Functions, and (3) func­
tioning as a secondary market facility 
by providing a degree of liquidity for 
home mortgage investments thereby 
improving the distribution of invest­
ment capital available for home mort­
gage financing- the Secondary Mar­
ket Operations. Each of these func­
tions has its separate mortage port­
folio, financing aind accountability. 
FNMA's activities under its 1954 cor­
porate charter were begun on No­
vember 1, 1954. 

FNMA's Overall Role in Hou ing 
Overall, FNMA's statistics are im­

pressive. By way of illustration 
FNMA has 
Contract;ed to purchase over 1,325,000 

mortgages totaling some $14 billion 
700 million; 

Purchased more than 1,197,000 mort­
gages with unpaid principa.1 balanc· 
es of almost $12 billion 430 miHion. 
Each of these moDtgages involved 
title examination prior to their pur­
chase by the corporation; 

Supplied financing through its mort­
gage puTchases for more than 1,-
300,000 family residences oir dweH­
~ng units; 

Sold and exchanged more than 519,-
000 mortgages totaling about $4 bil­
l.ion 610 million; 

Liquidat.ed other than by sales 199,000 
mortgages aggregating some $2 bil­
lion 960 million. The current port­
folio totals approximately $4 billion 
860 miHion; 
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Paid all operating expenses out of 
earnings and had a net income over 
and above expenses of more than 
$530,000,000. 
Significant as the Association's ac­

tivities and its direct investment in 
the housing economy may be, they 
represent only a small portion of the 
total FHA and VA financing that has 
been stimulated by the existence of 
FNMA's facilities and their provision 
of a "backstop" for the housing in­
dustry. 

Management and Liquidating 
Functions 

These functions deal with the dis· 
position of the remaining portion O'f 
FNMA's $5 billion 135 million portfo­
lio that was acqui:ved under cont:vacts 
made between February 1938 and No­
vember 1954, and those mortgages 
that were acquired subsequently from 
other houstng agencies. We are re­
quired by law to manage and liqui­
date this portfolio on behalf of the 
Secretary of the Treasury in an or­
derly manner, with a minimum of ad­
ver e effect on the home mortgage 
market and minimum loss to the Fed­
eral Government. Liquidation is pro~ 
ceeding ·at a good rate, the portfolio 
having been reduced by about 77 per­
cent to aipproximately $1 billion 200 
million. 

Spooial As isfJance Function 
The oorporation's Special Assist­

ance Functions are conducted exclu­
sively for the account of the Federal 
Government, with Treasury money. 
Upon specific authorization by the 
President of the United States, or by 
the Congress, this activJty provides 
"special assistance" for finaincing s~ 
'lected types of home mortgages that 
qualify under special programs. Pro­
vision is also made for "special as­
sistance" through the purchase of 
h o m e mortgages generally as a 
means of retarding or stopping a d~ 
C'line in mortgage lending and home 
building activities which threatens 
materially the stability of a high lev­
el national economy. 

Some of FNMA's special assistance 
programs are urnder the direction of 
the President of the United States and 

interest rat mortgages, (4) housing 
for victim of major disasters, (5) 
housing in Guam, (6) experimental 
housing, aind (7 ) housing om restrict­
ed Indian Lands. 

Two programs under Congression­
al direction are currently active. 
'!1hese relate to (1) FHA section 213 
cooperative housing, and (2) FHA 
section 809 housing (sales type hous­
ing for civilian employees connected 
with a research or development in­
stallation involving the military, the 
National Aeronautics and Space Ad­
ministration (NASA) and the Atomic 
Energy Commission (AEC) and sec­
tion 810 (rental housing for military 
and essential civnian employees in 
defense impacted areas and in con­
rnection with any NASA or AEC re­
search or development installation. ) 

In 1962, FNMA amended its pur­
chasing procedure to encourage the 
holders of its special assistance com­
mitments to sell their mortgages to 
pnivate investors instead of the Asso­
ciation. Under the revised procedure, 
the seller of a mortgage on multifam­
ily housing or a project covering 5 or 
more units can receive a refund of 
three-fourths of the 1 percent com­
mitment fee paid to FNMA provided 
others were established by the Con­
gress. The two types of authorization 
currently total about $3 billion 575 
million. Our purchases under these 
programs have totaled some $2 bil­
lion 300 million, and contracts to pur­
chase approximately $175 million of 
additional mortgages are outstanding. 
The current portfolio is approximate­
ly $1 billion 565 million. Specia1l as­
sistamce programs which have been 
established to assist specific types or 
categories of housing are terminated 
when such needs have been met or 
when the financirn•g provided therefo:ve 
is no longer necessary. 

At the present time, there are sev­
en active housing programs under the 
di:vection of the President of the 
United Start:es. These programs relate 
to (1) urban re<newal and displaced 
hou ing and to home improvement 
loans in urban renewal areas, (2 ) 
hQIUsing for elderly persons, (3) hous­
ing for low and moderate income 
groups financed with below-market 
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it (1) requests cancelilation of the 

contract within the commitment per­
iod, which is usually twenty-four 
months, (2) agrees to immediate can­

cellation of the commitment, and (3) 

has arranged satisfactory private fi­
nancing. Immediately prio·r to adop­

tion of this procedure there was no 

provision for refunding ainy part of 

the commitment fee in event of can­

cellation. 

Since the inauguration of the re­

vised commitment procedure, 141 con­

tracts involving a reduction o•f about 

$331 million of commitment funds 

have been cancelled and approximate­

ly $2.5 million commitment fees have 

been refunded. By •this action, the 

Federal Government was Telieved of 

the necessity for purchasing the mort­

gages represented by the cancellations 

thus making those amounts available 

for other housing programs or for 

other Government purposes. At the 

same time, private investors were 

able to add such amounts to their 

holdings of long-term Government­

backed housing mortgages, thereby 

improving their investment position 

and also increasing their stake in the 

housing economy; and last, but not 
least, sellers received a higher price 

for the mortgages because of the sav­
ings in fees they woU'ld have had to 

pay had they sold the mnrtgages to 

the Association. 

Secondary Market Operations 

The Secondary Market Operations 

represent the private sector of 

FNMA's activities. '!1hey are a part­

a small segment- of the national sec­
ondary mortgage market. Financed 

to the maximum extent with private 

funds, these activities are carried out 

in much the same way as a private 

organization which conducts a similar 
type ibusiness. 

The flexibility of the facility, its 

ability to adjust readily to changing 

conditions, its effectiveness in meet­
ing the meeds of the housing indus­
try and its ro1le 1as a stabilizing influ­

ence on the mortgag•e market are 

widely and generally recognized. To 
cite a few examples of these services: 

1. During the last eight and three­
q uarter years FNMA has contin­
uously been in the market for 
FHA and VA mortgages; 

2. When the market is "tight" 
FNMA's purchasing activities 
expand, thereby making a great­
er volume of mortgage funds 
availaible in capital ShQII'tage 
areas. Thus, in 1957 and 1960, 
'both tight money years, FNMA's 
.secondary mark et purchases 
were $1,021 million and $980 mil­
lion, res1pectively; 

3. When the market eases, and the 
need for bhe liquidity furnished 
by FNMA decreases, the Associ­
ation sells mortgages to private 
investors, using the proceeds to 
lbuy more mortgages or to re­
duce borrowings. Illustrative are 
its $466 million of sales in 1958, 

$522 million in 1961 aind an ex­
pected total of about $775 mil­
Hon in 1963; 

4. FNMA's purchase prices are 
generally in the upper range of 
the market, thus providing sta­
bility to the price structure for 
FHA and VA mortgages; 

5. Sales prices are sufficiently high 
to avoid undercutting the mar­
ket for FHA and VA mortgages 
and help to strengthen .the price 
structure for such mortgages; 

6. In .its financing program, FNMA 
is able to bring into the mort­
gage market a volume of capital 
funds (including pension funds) 
:that would otherwise be chan­
neled into other forms of invest­
ment; 

7. FNMA issues a standby type of 
commitment to organizations 
that require commitment ar­
rangements in their operations; 
a'fld makes short-term bank-type 
loans on the security of FHA or 
VA mortgages to lending institu. 
tions needing liquidity in their 
lbusines~ operations; and 

8. A means is provided whereby 
sellers can raise cash on their 
mortgages and at the same time 
retain control over them fOT a 
period of time; if desired, they 
may repurchase the mOTtgages 
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from the Association at the 
prices paid for them by FHMA. 

Financing 
The Association finances its Sec­

ondary Market Operations principally 
by the sale to private investors of 
debentures and short-tevm discount 
notes in an amount not exceeding ten 
times its capital and surplus. Addi­
tional sources of funds are provided 
by the proceeds from subscriptions to 
preferred and common stock and addi­
tions to surplus, the automatic ten­
fold borrowing leverage provided by 
such stock and surplus, fees and 
charges, and the proceeds from port­
folio Uquidat:ion. In its borrowing op­
erations, FNMA competes with all 
other borrowers in the market place 
and, consequently, must pay the pre­
vailing price for funds needed to fi­
nance its mortgage purchasing ac­
tivities. FNMA's financing thus can, 
and does, have a direct relationship 
upon its ability to provide secondary 
market assistance to the housing 

porate, institutional, and other invest­
ors seeking short-term obligations at 
published rates within a maturity 
range of 30 to 270 days. This form of 
financing supplements the Associa­
tion's debentur borrowing program 
and provides the corporation with a 
greater degree of operational flexibil­
ity by (1) reducing the cost of bor­
rowing funds needed to finance the 
operations; (2) enabling the Associa­
tion to pay off maturing notes from 
the proceeds of sales or other liqui­
dation instead of being required to 
hold the proceeds or investing them 
temporarily awaiting the due dates 
of future debenture maturities; and 
(3) permitting the Association to go 
into the intermediate and long-term 
markets when rates are favorable 
and holding off when rates are unfav­
orable for such financing. Under these 
arrangements, short-term discount 
notes aggregating $2 billion 654 mil­
lion hav been i sued by the Associa­
tion and all have been redeemed. 

economy. Currntly, thP capital of FNMA con-
FNMA's experience in financing its sists of about $159 million of prefer­

SecOlndary Market Operations with red stock which was issued to the 
private capital has been very favor- Secretary of the Treasury and $90 
a'ble. Since its first $100 million deb- million of common stock originally 
enture issue in February 1956, FNMA issued to organizations that sold mort­
has successfully marketed $6 billion gages to, or borrowed from the As-
630 million of its Secondary Market sociation. The Secretary of the Treas­
Operations debentures and $4 billion ury is authorized to purehase an ad-
730 million have b en redeemed. Al- dition of $49 million of the preferred 
though these securities are not guar- stock as required by FNMA to broad­
anteed by the United States, they have en the purchasing potential of t:he fa­
won inve1stor acceptance and are rec- cility. In order to assure the contin­
ognized as a seasoned quality invest- uous growth of the capital structure 
ment second only to United States of FNMA and at the same -time pro­
Treasury issues. A large measure of vide for an automatic increase in its 
the high regard accorded these se- borrowing potential, sellers of mort­
curities by commercial banks, sav- gages to t:ihe Association are required 
ings banks, insurance companies, pen- to make contributions into capitJal in­
sion funds, non-financial corporations cident to subscriptions for commOln 
and other investors may be attributed stock in an amount equal to not more 
to FNMA's financial strength, credit than 2 percent nor less than 1 per­
standing, integrity as well as its con- cent of the unpaid principal amount 
tinued conservative efficient opera- of the mortgages i1nvolved. The ra1Je is 
tions. currently 1 percent. Borrowers from 

A porti001 of t:ihe financing required the Association are required to make 
for the Secondary Market Operations capital cont:ributions equal to ~ of 1 
is obtained through the issuance of percent of the amounts borrowed. The 
short-term discount notes similar to 902,774 shares of common stock which 
commercial paper. 'Ilhe notes are tail- were outstanding on August 31 were 
ored to the individual needs of cor- held by 8, 742 different stockholders 
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of record. The FNMA Charter Act 
contemplates that in due course the 
preferred stock will be retired and 
the Secondary Market Operations 
will qualify to become privately own­
ed and managed. 

FNMA's purchases in its Secondary 
Market Operations since November 
1954 have totaled approximately $4 
biHion 975 million ; sales ·amounted to 
$2 billion 195 million; repayments and 
other principal credits accounted for 
$690 million of additional liquidation. 
The current portfolio is approximate­
ly $2 billion 90 million. 

More than 2,600 'banks, mortgage 
companies, and similar organizations 
have qualified to sell mortgages to 
the Association .in the Secondary 
Market Operations and of these 1,478 
have sold mortgages to FNMA dur­
ing the last eight and three-quarter 
years. Their sales related .to proper­
ties located in 47 states, the District 
of Columbia, Puerto Rico and the Vir­
gin Islands. Eighty-three percent of 
the mortgages ($4 bill.ion 138 million) 
were purchased from 940 mortgage 
companies; the other major selling 
groups were-10% ($490 million) 
from 344 banks and trust companies, 
4% ($189 million) from 169 savings 
and loan associations, and 1 % ($34 
milli01n) from 25 insurance compan-

ies. In addition, 2% ($124 million) 
were acquired from the Federal 
Housing Administration in exchange 
for FNMA-held FHA debentures. 

It appears clear that there is and 
probably will continue to be a need 
fur the type of secondary market as­
sistance FNMA can and does provide 
for FHA and VA mortgages, particu­
larly in times of generally tight mar­
ket conditions. As in the past, FNMA 
will probably continue to be a major 
source of assistance to sellers that 
have no regularly established outlets 
for their mortgages and for areas in 
which there is a shortage of capital 
available for home financing. The fa­
cility does not compete for business, 
but, nevertheless is available to those 
whose usual financial outlets are in­
adequate. And it will continue to pro­
vide liquidity for those qualified FHA 
and VA mortgages which are of such 
quality as to be readily marketable 
in the private secondary mortgage 
market. 

I have enjoyed giving you this over­
all report of FNMA's activities. We 
of the Association appreciate the help 
and particularly the understanding of 
our problems by your association and 
its members. I am sure that our fu­
ture relations will be as .pleasant and 
meaningful as they have been in the 
past. 

Report of Constitution and 
By-Laws Committee 

LOREN WEDDELL, Acting Chairman, Executive Vice-President, 

Land Title Guarantee and Trust Company, Cleveland, Ohio 

Report of Constitution & By-Laws- .. 
The following amendments to the 

Constitution and By-Laws have been 
approved by the Executive Committee 
and by the Board of Governors: 

ARTICLE III Section 1 
SBCOND PARAGRAPH. "Ac­

tive members shall be limited to 
[those] <>olc proprietorships, part­
nerships or corporations while 
directly and primarily engaged in 
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the business of land title evidenc­
ing, who or which shall have sub­
scribed to the principles of the 
code of ethics of this Association 
or as the same may be amended 
or interpreted from time to time 
as herein provided, agreed to be 
governed by its Oonstitution and 
By-Laws and, if a title msurer, not 
engaged in any class of insurance 
other than title insurance, and 



whose applications for member­
ship shall have been approved 
by the Board of Gov,ernors. All 
applicants for active membership 
shall have had a continuous ex­
perience in the busine s of title 
evidencing for at least five years 
immediately prior to the elate of 
application; provided, however, 
that such requiI·ement may be 
waived by the Board of Gover­
nors if the applicant, or the prin­
cipals thereof, are deemed by 
said Bo a rd to have acquired 
otherwise the equivalent of such 
continuous business experience." 

ARTICLE III Section 2 
ADD AT END OF PARA­

GRAPH. "A member of such 
Affiliated state title a sociation 
without full voting rights therein 
may not, unless otherwise eligi­
ble, be elected to active member­
ship in this Association. 

ARTICLE IV Add new seotion to be 
designated Section 5. 

"S e c ti o n 5. MEETINGS OF 
THE BOARD OF GOVERNORS. 
Regular meetings of the Board 
of Governors shall be held during 
each annual convention and each 
mid-winter conference of the As­
sociation at such time, or times, 
and at such place, or places, as 
shall be designated by the Presi­
dent. Special meetings of the 
Board of Governors may be called 
by the President, by a majority 
vote of the Executive Committee, 
or by not less than five governors, 
on not less than ten days written 
notice in which the time and 
place of the meeting and its pur­
pose or purposes shall be set 
forth." 

ARTICLE VII Section 4 
FIRST PARA GRAPH. "OTHER 

COMMITTEES: The President 
within thirty days after election, 
shall fill expired terms and va­
cancies, if any, in the the Liaison 
Committee, [and] <the Grievance 
Committee and the Standard Title 
Insurance Forms Committee and 
shall appoint all members of the 
Planning, Judiciary, [Co-opera­
tion,] Membership and Organiza­
tion, Legislative, Public Relations, 
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Constitution and By-Laws Com­
mittees and such other Commit· 
tees as may have been authorized 
by the Board of Governors or by 
ithe members at any convention, 
each to consist of a chairman and 
such number of membeTs as he 
shall deem advisable, unless oth­
erwise provided." 

NEW SECOND PARAGRAPH. 
"The Liaison Committee shall be 
composed of the Immediate Past 
President, the Vice President, the 
Chairman of the Abstracters Sec­
tion, the Chairman of the Title 
Insurance ection, the Chairman 
of the Standard Title Insurance 
Forms Committee, and four a l· 
pointed members. The four ap­
pointed members shall be selected 
on a basis that will at all times 
afford the Committee broad geo­
graphical representation. T h e 
Vice President shall be Chairman 
of the Committee.'" 

NEW FOURTH PARAGRAPH. 
(Between Grievance Committee 
and Legislative Committee) "The 
Standard Title In urance Form 
Committee shall be composed of 
a Chairman and eleven other 
members. No two members shall 
be accredited from the same state, 
territory or district. No appoint­
ment shall be made that will 
afford any corporate member, or 
'affiliated g r o u p of corporate 
members, directly or through its, 
or their, agents, concurrent rep­
resentation by more than two of 
its officers or employees. The 
members shall be divided into 
three classes of equal number. 
initially to serve one, two or 
three years, each succeeding class 
to serve for three years. The 
Chairman shall appoint a sub­
committee on uniform language 
for Schedules A and B and other 
blank spaces in the standard title 
insurance forms, to be composed 
of not less than six committee 
members, one of whom shall be 
designated Sub-Committee Chair­
man. With prior approval of the 
Board of Governors, the Chair­
man may appoint other sub-com­
mittees to carry out the objec-



tives of the Committee as in 
Section 17 provided, each to con­
sist of a Chairman and such 
number of other committee mem­
bers as he shall determine." 

ARTICLE VIII Section 10 
"THE LIAISON COMMITTEE 

[ON CO-OPERATION] , or a sub­
committee thereof named by the 
Chairman, shall work and co-op­
erate with other national profes­
sional or trade associations and 
with federal government depart­
ments and agencies, or with com 
mittees or authorized representa­
tives [thereof] of such associa­
tions, departments or agencies, 
[or of similar bodies,] to promote 
sound legislation and regulations, 
[and] to prevent unsound legisla­
tion or regulations, or to accom­
plish other desirable lawful ob­
jectives [to the end that security 
of land title and facility of their 
transfer may be attained m the 
highest possible degree.] Such 
co-operative effort shall be under­
taken only upon specific author­
ization by a majority of the whole 
number of the Board of Gover­
nors or of the Executive Com­
mittee and any undertaking or 
agreement on behalf of this Asso­
ciation, that shall evolve out of 
such co-operative effort, shall be 
subject to ratification by a com­
parable majority of said Board 
of Governors or said E xecutive 
Committee." 

ARTICLE VIII Section 17 
"THE STANDARD TITLE IN­

SURANCE FORMS COMMITTEE 
shall (1) review from time to 
time the standard title insurance 
forms approved at annual con­
ventions or mid-winter confer­
ences and recommend for use by 
Association members, (2) recom­
mend for such use new standard 
forms or revisions of existing 
standard forms in a continuing 
effort to keep title insurance cov­
erage responsive to the justifiable 
needs of insureds, and the title 
insurance industry and consistent 
with requirements of supervisory 
authorities and (3) confer with 
counsel or other representatives 

of insm·eds who utilize the serv­
ices of membe1· companies of this 
Association throughout b r o ad 
geographical areas and with su­
pervisory authorities of member 
insm·ers for the purpose of im­
plementing the foregoing objec­
tives. The sub-committee named 
in the fom1;h paragraph of Sec­
tion 4 of Article VII shall study 
common or frequently recm-ring 
circumstances or conditions af­
fecting insurance of titles to inter­
ests in real property and deveiop 
uniform language recommended 
for use in Schedules A and B or 
other blank spaces of the stand­
ard tit.le insurance forms. Recom­
mendations of any sub-committee 

hall be subject to approval by 
a majority of the whole number 
of the Committee. The Committee 
shall report at each annual con­
vention and mid-winter uonfer­
ence of the A sociation to the 
Title Insurance Section or io the 
membership, or to both Section 
and Association membership, as 
the occasion shall require, and 
all reports and recommendations 
of the Committee shall require 
action by majority vote at the 
convention or conference at which 
they shall be submitted in order 
to qualify as standard for1ns or 
procedures. All reports of the 
Committee shall be advisory in 
nature and no member shall be 
required to follow their recom­
mendations nor to use recom­
mended standard forms nor to 
follow recommended procedures. 
Neither the Committee nor any 
sub-committee shall render for­
mal written opinions to members 
of the Association, to policy·hold­
ers, or prospective purchasers of 
title insm·ance." Section 17 shall 
be renumbered Section 18. Section 
18 shall be renumbered Section 
19. 

These proposed amendments will 
be published in a future issue of 
Title News, which publication shall 
constitute official notice to the mem­
bership, as provided in Section 1 
Article XI of the Constitution and 
By-Laws. 
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REPORT OF EXECUTIVE 
VICE -PRESIDENT 
JOSEPH H. SMITH, Washington, D.C. 

Aside from the genuine business 
benefits we derive from meetings of 
this kind, it is another pleasur,e we 
all share when we come to a Na­
tional ALTA Convention. There is a 
hidden value and one which was ex­
pres ed o completely in something I 
read the other day. Here is what it 
said: 

"Whatever else is lo.st with the 
years, whatever else changes, our 
conventions remain a time of hap­
py recollections and time for re­
freshing our friendships." 

Follnwing this approach :for a mo­
ment I hope you will excuse my 
bringing ito your attention that one 
of our very talented members who 
has on numerous occasions delighted 
us with his "Treasurer's Report," 
and has in his own state association 
been the high point of every oonven­
tion program will retire early next 
year. I refeT, of course, to Mr. Harvey 
Humphrey of the Title Insurance and 
Trust Oompany who has, on so many 
occasions, filled our hearts with 
laughter and who is recognized as the 
best raconteur of amusing stories in 
our industry. I take the pleasure of 
acknowledging to Harvey not only 
nur thanks but also our sincere 'best 
wishes and to add the hope that per­
haps we shall be able to call upoin 
him in the future to provide the li.ght 
side at coming ALTA meetings. 

Before reporting to you on activi­
ties of your Association in Washing­
ton, I would like to have a showing 
of hands as to how many here ap­
prove of the three day meeting we 
are now participating in? 

Mo t of you signified that this type 
of meeting is to your liking. 

How many of you prefer a four day 
meetitng? 

It appears from this that consider-

ably more of you desire the stream­
lined three day sessions in prefer­
ence to a four day gathering. 

Since our last convention, your As­
sociation has affiliated with a new 
gmup called rtihe Oonference of Build­
ing and Allied Organizations. A ses­
sion was held in Washiington in May 
and numerous represenbatives of 
various groups agreed that an in­
form.al organization to serve as a 
medium of intercommunication be­
tween the several associations should 
be developed. 

At a later meeting, the purposes 
and general rules of this organization 
were agreed upon amd they read as 
follows: 

"To fos•ter a more complete and 
sympathetk understanding of the 
t otal Building Industry ·on 1tlhe part 
of its constituent elements; to en­
courag,e a fre1e flow of information 
between the sectJors thereof; to pro­
vide :Dorums in which topics of gen­
eral intel'.1est to an elements may 
be freely discussed; to pmvide a 
common amd neutral me e ti n g 
gl'.1ound where all may co;ntribu1:e 
knowledge and may debate freely; 
(all to the extent permitted by 
law)." 
Among the general rules that you 

will find of interest ar,e these: 
"There shall be two or three meet­

ings every year. 
"It shall be a non-profit voluntary 

oonvention of the Building Indus­
try groups. 

"No resolutions shall be passed. 
'INo 1positi1ons taken. 
"All sessions 1shall be 1off the :riec­

ord .and no quotations shall be per­
mitted. 

"All costs of conducting the meet­
ings shall be prorated among the 
organizatiions particiipating." 
The Executive Committee was ad­

vised of this sihol'ltly after 1our Mid-
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W'inter Conierence. They appvoved 
of our becoming a member o,f tlhis 
group and the Board of Govemors 
has ratified such approval of this 
meeting. 

It is believed that bhose partici­
pating in this conference will afford 
officers of the American Land Title 
Association an opportunity to mix 
with leaders of other related groups, 
and, more particularly, will identify 
our National Organizration with the 
entire Building Industry. 

Among members of this gvoup are: 
American Bankers Association, Mort­
gage Bankers Associati'on of Amer­
ica, National Association of Real Es­
tate Boards, National Association 1of 
Mutual Savings Banks, U.S. Savings 
and Loan League, and various oth­
ers. 

The Association Headquarters was 
alerted to a prioposed publicity release 
by Electro-Tine Company, a division 
of Lawstaff, Inc. of Beverly Hills, 
California, which advocated a rev,o­
lu tionary ,eleotricmic title search de­
vice. Members of the Executiv,e Com­
mittee exchanged views on possib1e 
counteraction against ,the implication 
of this release; and after contacts 
were made with California members 
to secure dependable informati,on 
about the concern, a letter from Na­
tional Headquarters was sent to all 
members alerting them to what had 
been ilearned and advisi1ng that an 
open mind ,on the subject was desir­
alble. Regular inquiries have been 
made about the company and tlhus 
far nothing suibstantial has been 
learned to add to our 1earlier acquired 
knowledge. Since information retriev­
al is vi:t1al to the title business, it is 
necessary all members keep alert to 
all possibiliti,es of tJ1e electronic fi,eld. 

Participation in Related Trade 
Association Meetings 

In May of rthis year the .American 
Land TiHe Association was privileged 
to present a panel to the Annual Sem­
inar of the American Right of Wray 
Association in Atlantic City, New 
Jersey. Representatives of member 
companies appearied on the panel and 
did an outstanding job. They were 
each able to advance the idea that 
title companies throughout the na-

tion can be, and are, of great service 
in all Right of Way undertakings. 

Those appearing were: Mr. MoTbon 
McDonald, DeLand, Florida; Mr. 
James G. Schmidt, Philadelphia, 
PennsylVWJia; Mr. Robert Kraitovil, 
Chicago, Illinois; and it was my priv­
ilege to introduce these gentlemen 1Jo 

the assernlbled members 1of the Right 
of Way Association. It was well 
worthwhile. 

A number of contacts were made 
with the 'Officers ,o,f related groups 
with the hope that one of our officers 
could appear on their convention pro­
grams. Although we were unable to 
securie time this year, we ar,e encour­
aged by a possibility of being able 
to have a riepresentative 'Of Ameri­
can Landi Title Association at one of 
their futurie meetings. It 'is our plan 
to continue contacts with other as­
sociations with the suggesti()IIl rthat 
our officeris arie willing to respond 
when requested. 

Relations With Federal Agencies 

Our relations with a variety rof Fed­
eral Agencies ar.e cordial amd friend­
ly. Regular contacts and continuous 
discussion are carried on with offi­
cers of Federal Home Administration, 
Veterans Administration, Fa rm er s 
Home Administration, Department of 
Justice, rBureau of Land Management, 
and itJhe F.ede·ral National Mortgage 
Association, among others. 

It 'is a pleasure to report that 
among the various prorblems described 
by our National President in his re­
port and referried to by the Chair­
man of t 1he Title Insurance Section 
in Ms rieport, member companies are 
making genuine 'efforts t'o solve some 
of the differences that exist between 
title 'oomparues and Federal Agencies. 
You can be sure the ager.des are 
aware of this and appreciate it. 

Recently while calling on the new 
Chief of the Land Acquisitfon Sec­
tion, Mr. Harold S. Harrison in the 
U.S. Department rof Justice, I was 
asked if I could do anything to ac­
celerate cooperation by member ·Com­
panies in supplying necessary title 
certificates which, in the eyes of the 
Justice Departme1nrt were unreason­
ably dela~ed. It did seem that a for­
ward step wou1ld be taken rtioward 
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ameliorating some of the complaintJS 
that certain Department of Justice 
officials have against some ,of o ur 
members if I agreed to be of service 
in any way he felt might be helpful. 
Subsequent dealing with the Depart­
ment of Justice may impose upon me 
the obligation to "trouble shoot" for 
the Justice Department, but if some 
of our members are indeed unaware 
there is s·ome di:ssatis:taction with 
Certain of our services, I cantnot help 
but feel that a reminder given vocal­
ly and confidentially oould be bene­
ficial. 

It is also encouraging to report a 
successful negotion with the Farm­
ers Home Administration which be­
gan back in September of 1962. The 
matter is best reported by quoting 
from a letter dated June 6, 1963, 
from the Administrabor, Mr. Ho,ward 
Bertsch. 

" ... We are rievising paragraph 
II B of that i1nstruction to read as 

follows: 
"Examination of Title. At the 

proper time, the county supervis­
or will notify the borrower, and 
seller if land is being acquired, 
that they should employ the des­
ignated attorney or title insur­
ance oomp·any to examine the 
title and perform the other legal 
services in conn ction with title 
clearance and loan closing, and 
that he should furnish <to the des­
ignated attorney or title insur­
ance company any needed ab­
stracts of title or other title evi­
dence for use to the extent pos­
sible 1to reduce the cost to the 
borrower. 

"This change no longer requires 
the designated attorney to make 
his examination foom 1public rec­
ords of abstracts of title and per­
mits him to use existing title in­
surance 'polides or other rtitle 
evidence at his discretion as a 
basis 1ior the title 'Opinion he 
furnishes in connection with the 
property. 

"We appreciate your interest 
in the Fanne:ris Home Admini­
stration and assure you that we 
are ccmtinually appra:isimg our 
methods of 1operation in an ,effort 
to impvove the effectiveness of 

the lending programs of this 
agency." 
We continue our negotiations with 

the Federal Housing Administration, 
and ALTA members are e:IQerting 
every effort to solve some of the 
problems which FHA faces when it 
reconveys propertie's it has acquired 
by foredosure. All of our members 
should be alert to the difficulties 
FHA faoes i1n these situations and 
keep continually in touch with local 
directors to assure them of 'our sin­
cere efforts to be of assistance where 
pos ible. 

Federal Liens Legislation 
As stated in a previous report, a 

group in Washington, D.C., composed 
of representatives 1of banking, lbuild­
ing and mortgage organizations, 
have heen attempting, with the help 
of the American Bar Association, to 
correct some of the inequities in the 
present Federal liens picture. Meet­
ings have been held with the Treas­
ury Department and certain Con­
gressional Committees and legisla­
Uon has been proposed which could 
have some curing effects. We are 
watching this carefully and hav,e par­
ticipated in some of these meetings, 
but there is little likelihood that ade­
quate legislation on this will be pass­
ed by the 88th Congress. We are en­
courag d, however, by the progress 
being made. 

The work and efforts 1of our Na­
tional President, Bill Deatly, and 
other elecbed officers has lbeen truly 
inspirational 't1hese past mOIJ1ths. The 
various committee chairmen have 
rendered invaluab1e service to ·our 
members and all officers can feel 
justly proud of what has been ac­
compli.shed for the "giood of the 
order." The AMERICAN LAND 
TITLE ASSOCIATION is steadily ad­
vancing in achievement and sta'1:ure 
and by doing so the pride and en­
thusiasm of our members continues 
to increase. Many have reported to 
me personally how pleased they are 
with wh'at has been accomplished 
through the voluntary corntrilbuUons 
of our elected and appointed ·officers. 

It is a privi1ege and an honor to 
be workiing with such an outstanding 
group ,of dedicated men and women. 
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ELECTION OF OFFICERS 
The Immediate Past President, Arthur L. Reppert, serving as 

Chairman of the Nominating Committee for the ALTA, and also as 
Chairman of the Nominating Committee of the Abstracters Section, 
and George C. Rawling , Cha:rman of the Nominating Committee for 
the Title Insurance Section placed the following names in nomination 
for the positions indicated. All wern unanimously elected and installed 
in office Wednesday, October 16, 1963. 

Prnsident 
Clem Silvers, Owner, F. S. Allen 
Abstract Company, El Dorado, 
Kansas 

Vice President 
Joseph S. Knapp, Jr., President, 
The Title Guarantee Company, 
Baltimore, Maryland 

Chairman of the Finance 
Committee 

John D. Binkley, President, Chi· 
cago Title Insurance Company, Chi· 
cago, Illinois 

Treasurer 
Laurence J. Ptak, Vice President, 
Lawyers Title Insurance Corpora· 
tion, Cleveland, Ohio 

BOARD OF GOVERNORS 
(Term Expiring 1.966) 

John P. Turner 
Executive Vice President, Kansas 
City Title Insurance Company, 
Kansas City, Missouri 

E. Gordon Smith 
Senior Vice President, Lawyers 
Title Insurance Corporation, Dal­
las, Texas 

Hale Warn 
Executive Vice President, Title In­
surance and Trust Company, Los 
Angeles, California 

Horace B. Clarke 
Ewecutive Vice President, Abstract 
Company of St. Joseph County, 
Inc., Soiith Bend, Indiana 

Thomas McDonald 
Vice President and Manager, The 
Abstract Corporation, Sanford, 
Florida 

TITLE INSURANCE SECTION 
Chairman 

George B. Garber, Senior Vice 
President, Title Insurance an d 
Trust Company, Los Angeles, Cali· 
fornia 

Vice Chairman 
John Ely Weatherford, Vice Presi­
dent, American Title Insurance 
Company, Miami, Florida 

Secretary 
Chester C. McCullough, Senior Vice 
President, Chicago Title Insurance 
Company, Chicago, Illinois 

EXECUTIVE COMMITTEE 
Rhes H. Cornelius 

President, Title and Trust Com· 
pany, Phoenix, Arizona 

Joseph A. Watson 
Senior Vice President, The Title 
Guarantee Conipany, Baltimore, 
Maryland 

Stewart Morris 
Executive "'Vice P resident, Stewart 
Title Guaranty Company, Houston, 
·Texas 

Robert H. Morton 
Vioe President, Western Title In­
surance Company, San Francisco, 
California 

ABSTRACTERS SECTION 
Chairman 

Don B. Nichols, Owner, Montgom­
ery County Abstract Company, 
Hillsboro, Illinois 

Vice Chairman 
Gerald W. Cunningham, President, 
Black Hawk County Abstract Com· 
pany, Waterloo, Iowa 

Secretary 
B. G. Bowman, Secretary & Treas­
urer, Rogers County Abstract Com· 
pany, Claremore, Oklahoma 

EXECUTIVE COMMITTEE 
Louis C. Hickman 

President, Hickman Abstract Com· 
pany, Inc., Logan, Utah 

Hugh Robinson 
Secretary, Carroll County Abstract 
Company, Carrollton, Missouri 
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Meeting 
Timetable 

MARCH 11, 12, 13 

Mid-Winter Conference 
American Land Title Association 

Hotel Riviera 
Las Vegas, Nevada 

APRIL 11-12 

Wisconsin Title Assn. 
(Spring Meeting) 

Holiday Inn 
Wausau, Wisconsin 

MAY 3, 4, 5 

Iowa Land Title Association 
Des Moines, Iowa 

JUNE 12-13 

Montana Land Title Association 
Yogo Inn 

Lewistown, Montana 

JUNE 17-18-19-20 

Oregon Land Title Assn. 
Eugene, Oregon 

JUNE 25-26-27 

Land Title Assn. of Colorado 
Stanley Hotel 

Estes Park, Colorado 

JULY 15-16-17-18-19 

New York State Title Assn. 
White Face Inn 

Lake Placid, New York 

SEPTEMBER 20-24 

Annual Convention 
American Land Title Association 

Bellevue Stratford Hotel 
Philadelphia, Pennsylvania 

OCTO,BER 22-23-24 

Wisconsin Title Assn. 
Hilton Inn 

Milwaukee, Wisconsin 

FUTURE ALTA CONVENTIONS 

1964-Philadelphia 

1965-Chicago 

1966-Miami Beach 

1967-Denver 

1968-Portland, Oregon 

FUTURE MID-WINTER 
CONFERENCES 

1964-Las Vegas 

1965-Washington, D.C. 

1966-Chandler, Arizona 
~ 

1967-Washin9ton , D.C. 




