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of Meatballs?

Rising Rates, Millennials, Technology, Trump Administration
Will All Influence Origination Volume, Home Sales
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The Future Won't Build Itself

INFRASTRUCTURE RUNS BUSINESSES OF THE FUTURE

Cities like Washington, D.C. were built with carefully planned infrastructure.
Businesses require the same careful consideration and planning to meet
the infrastructure demands of the future. Title companies across the
country look to Cloudstar to provide the secure data center
solutions they need to be successful.

CLOUDSTAR 1_800_340_5780

www.mycloudstar.com
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Look at What You're Missing
in this month’s Digital Issue

Digital Edition

TitleNews

2017 Forecast

The digital edition of TitleNews
includes a webinar recording of “Has
the Game Changed? 2017 Housing
Market Forecast and Homebuyer
Trends,” which provides a housing
forecast for 2017 and also analyzes
homebuyer and seller trends.

Go to www.alta.org to get your
copy of Digital TitleNews Today!
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from the publisher’s desk

ALTA Membership
s Your Path Forward

hink about this: The Atlantic magazine recently ran the results of its third-

annual Silicon Valley Insiders Poll, titled “The View from the Valley,” which

garnered insight from 50 tech execs, innovators and thinkers. One of the

most interesting answers was in response to the question, “Which company
will be the first to bring a fully driverless car to market?” Nearly two-thirds of
respondents said Tesla, 13 percent said Google, and 6 percent each picked Mercedes-
Benz and Uber. The top choice isn't just a car company. It’s a technological and
energy powerhouse wrapped in metal. Just as digital photography swallowed Kodak,
smartphones appear to be the future of photography.

This same thinking can be applied to our industry. It’s about getting out of our
comfort zone, our own self-interests and our own business models. It’s about truly
thinking about what the customer wants. Innovation can help our industry provide
better service to home buyers and sellers, and improve workplaces for our members.
Innovation also creates opportunities for disruption in business and threats to the
security of operations. ALTA is your forum to discover innovative ideas and trends
in order to help ensure your business is protected and that you have the very best

opportunity to succeed during this dynamic business and regulatory environment. I
hope you enjoy this edition’s cover article, as we provide a market forecast and look at
how technology is driving change.

Thank you for being an ALTA member. Your membership is an investment in
knowledge, your career and your industry. Your membership helps strengthen the
industry’s future and gives you access to an array of resources to help your company
differentiate itself and compete in the market. You are also served by a dedicated
team at AUTA—people who want to make sure you get the most out of your
membership.

We look forward to providing you with the tools, educational resources and
networking opportunities to help you achieve your business goals and objectives over
the next year. Your membership is important to us. As an industry united as one, we
will continue to do great things.

e

— - Michelle Korsmo, ALTA chief executive officer
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ALTA news

CFPB Listens to ALTA, Highlights ‘Beneficial’
Practices for Compliance Management Systems

Heeding the advice
of ALTA, the Consumer
Financial Protection Bureau
(CFPB) for the first time
highlighted what it views to
be beneficial practices that
compliance management
systems (CMS) should
include. Previous editions of
the Supervisory Highlights
focused only on CMS
deficiencies.

When examining for
compliance with the
TILA-RESPA Integrated
Disclosures (TRID) rule,
the CFPB reported that
one or more institutions’
overall CMS were “strong
for the size, risk profile, and
operational complexity of
their mortgage origination
business.”

In a letter to the CFPB,
ALTA asked the bureau
to modify its Supervision
and Examination Manual
to include the same
requirements entities
use in assessing internal
processes. The letter said
the manual should be
modified to include the
following statement:

The compliance
management program for

service providers is tailored

to the size, nature, and
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complexity of the service
provider, and the number
of consumers who may be
directly impacted.

Other CMS strengths
noted by the CFPB
included:

* Board and management
took an active role in
reviewing and approving
policies and procedures.
The program addressed
compliance with
applicable federal
consumer financial laws.
Training was tailored
to the institutions’ job
functions and was
updated and delivered
annually.

The monitoring function
adapted to changes and
took corrective action to
address deficiencies.
Institutions had policies
and procedures that
established clear
expectations for timely
handling and resolution of
complaints and analyzed
their root causes.

Audit programs that
were comprehensive
and independent of the
compliance program and
business functions.

Take Our TitleNews Survey

In 2017, we will start the process to redesign ALTA'S
monthly publication, TitleNews. We'd like your
feedback to help guide us. Please take a short survey
and let us know what you think of the magazine:
www.surveymonkey.com/r/titlenews.

Q3 2016 Title Premium Volume Up 7 Percent

ALTA reported title
insurance premium volume
increased 7.4 percent
during the third quarter of
2016 when compared to
the same period a year ago.

The title insurance
industry generated $3.88
pbillion in title insurance
premiums during the third
quarter of 2016 compared
to $3.61 billion during
the third quarter of 2015,
according to ALTA's Market
Share Analysis.

On a state-by-state
basis, 41 states, plus
the District of Columbia,

showed written premiums
increasing from during the
latest quarter compared
to the same period a year
ago.
Family Market Share
* Fidelity, 32.7%
* First American, 26.6%
e Old Republic Family,
14.6%
e Stewart Family, 11.4%
* Independent Companies,
14.7%
See page 19 for a
chart of market share
by company. For more
stats, go to www.alta.org/
industry-research.

Register for In-person HOP Leader Training and
Use New Strategies to Gain Marketshare

Want to do the one
thing that will separate
you from the competitor
down the street? Register
for one daylong in-person
training and become an
ALTA Homebuyer Outreach
Program (HOP) Leader.

Four regional trainings

are available:

e Austin, TX, Jan. 17

e Las Vegas, NV, Jan. 26
e Miami, FL, Feb. 9

e Wash., D.C., Feb. 16
For more information, go

to meetings.alta.org/hop.



ALTA Publishes Technical Corrections to

Existing Forms

ALTAs Title Insurance
Forms Committee has
published several technical
corrections to existing forms.
These changes went into
effect Dec. 1. The forms may
be downloaded from the
ALTA website at
www.alta.org/policy-forms.

Here’s a list of the
corrections:

ALTA Endorsement
4-06: The name of
ALTA Endorsement
4-06 (Condominium)
was updated from
“Condominium” to
“Condominium —
Assessments Priority” for
clarity. An optional [DATE]
was added to the witness
clause.

ALTA Endorsement
4.1-06: The name of
ALTA Endorsement
4.1-06 (Condominium)
was updated from
“Condominium” to
“Condominium — Current
Assessments” for clarity. An
optional [DATE] was added
to the witness clause.

ALTA Endorsement
5-06: The name of ALTA
Endorsement 5-06 (Planned
Unit Development) was
updated from “Planned
Unit Development” to
“Planned Unit Development
— Assessments Priority” for
clarity. An optional [DATE]
was added to the witness
clause.

ALTA Endorsement
5.1-06: The name of ALTA
Endorsement 5.1-06
(Planned Unit Development)
was updated from “Planned
Unit Development” to
“Planned Unit Development
— Current Assessments” for
clarity. An optional [DATE]
was added to the witness
clause.

ALTA Endorsement
18.1-06: The name of ALTA
Endorsement 18.1-06
(Multiple Tax Parcel) was
updated from “Multiple Tax
Parcel” to "Multiple Tax
Parcel — Easements” for
clarity. An optional [DATE]
was added to the witness
clause.

ALTA Endorsement
28.3-06: The name of
ALTA Endorsement 28.3-
06 (Encroachments—
Boundaries and
Easements—Described
Improvements and Land
Under Development)
was updated from
“Encroachments—
Boundaries and
Easements—Described
Improvements and Land
Under Development”
to “Encroachments—
Boundaries and
Easements—Land Under
Development” for clarity.
Additional minor corrections
were applied and an
optional [DATE] was added
to the witness clause.

ALTA news IR

ALTA Joins Groups Commenting on New York’s
Proposed Cybersecurity Requirements

ALTA joined several trade
associations and groups
in sending letters to the
New York Department of
Financial Services (DFS)
regarding proposed
cybersecurity requirements
for financial services
companies.

In a 19-page letter to
the DFS, ALTA and seven
other groups wrote that
the proposal should be
complementary and
consistent with existing
cybersecurity requirements
and embody a risk-based
approach. The letter
provided several suggested
revisions to the proposed
regulations.

ALTA encouraged
the DFS to implement
modifications that follow
the National Institute
of Standards and
Technology’s (NIST)
Cybersecurity Framework,
which has served as a
model of collaboration
between government and
industry in developing a
comprehensive risk-based
cybersecurity framework
widely used across financial
firms and more broadly

across other critical sectors.

The letter addresses
several problem areas
including the scope of the
proposal; administrative
controls; cybersecurity
program, incident reporting,

technical and certification
requirements; and effective
date and transition
period. The letter says it’s
“impractical to comply”
with the proposed effective
date of Jan. 1, 2017.
Even with the suggested
modifications, many of the
necessary changes will take
over a year or multiple years
to implement. The letter
recommended extending
the effective date to Jan.
1, 2018, and providing a
transition period of a year
beyond the effective date.
In a six-page letter,
a diverse group of 13
insurance associations
joined ALTA in sharing
concerns with the DFS
proposal. All of the
groups support the goal
of protecting customer
information, but said that
the most effective way to
protect sensitive data and
information technology
systems is to employ
cybersecurity frameworks
that are risk-based, flexible
and workable. The letter
asked the DFS to provide
a transition period of 180
days from the effective date
of the proposal. Additionally,
the letter asked for a period
of two years after the
effective date for companies
to come into compliance.
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Innovation Boot Camps: Register Now!
Registration is now open for all three of ALTA's Innovation Boot Camps.
These regional Boot Camps combine our Social Media Summit, Agents &
Abstracters Conference and Homebuyer Outreach Program Workshops into
a new experience for the industry. The Boot Camps offer a day- and-a- half
conference for networking and digital marketing and consumer education.
Perfect for small businesses, ALTA's Innovation Boot Camps will leave you
with a marketing plan to grow your business the minute you return to the
office. These events offer more than nine hours of education and require only
one night in a hotel making this event ALTA's most affordable meeting for
small businesses. Learn more at meetings.alta.org/bootcamp.

Social Media Pro-Tip: Conduct a Yearly Social Audit

Are you devoting too much time
and too many resources to Facebook?
Are you engaging enough with your
Twitter followers? Are your LinkedIn
connections providing enough new
leads? These are all questions that you
should include in a yearly social audit.
Each January, review all of your social
media channels to determine which
are communicating your message
most effectively and which social
channels are generating the most

8 TitleNews >January 2017 > www.alta.org

engagement from your audience.
Don’t be afraid to cut off your Twitter
account or start a new conversation
with your Facebook audience. With
limited time and resources, it’s
important to ensure your efforts go
to the most engaged and influential
audience.

If you need help developing a social
media audit, or have any questions,
please email us at social@alta.org.

Have a Job Opening to Post?
Did you know that members of
ALTA’s LinkedIn group are able
to post job openings to our group
account? Our group of nearly 9,000
title professionals utilizes the page
frequently to identify new job
opportunities in their local market.
Simply go to www./linkedin.com and
search for “American Land Title
Association — ALTA” and select
the ALTA group. For help or more

information, email socia/@alta.org.

United We Protect

ALTA’s “United We Protect”
t-shirts are available in the AL'TA
store at www.a/ta.org. With men’s and
women’ sizes ranging from S-3XL,
these t-shirts make a great staff gift
or office giveaway. Shirts are available

to ALTA members for $20 including
shipping.

Become a Marketing Power

With nearly 70 marketing and
education resources, the Homebuyer
Guide is an exclusive ALTA member
benefit that you can begin to utilize
today. Each of the resources is
available to download and customize
to add your company logo, website
and more. The resources include blog
posts, social media content, training
presentations, marketing documents,
rack cards and much more.

For more information, visit
www.alta.org/homebuyer. For printing
needs and great discounts, use
www. ALTAprints.com.



Instincts.

They are what have gotten you this far. They have
helped you survive. They have helped you know
where to be, how fast to move, and who to move
with. Your instincts will help you know how to take
advantage of what’s next.

What are your instincts telling you now?

Trust your Instincts.

fntg.com/next



2017 Market
Forecast: Steady
With a Chance
of Meatballs?

Rising Rates, Millennials,
Technology, Trump Administration
Will All Influence QOrigination Volume,
Home Sales

ormer U.S. general and President Dwight D. Eisenhower once

said that in preparing for battle, he found plans to be useless, “but

planning is indispensable.” Former professional fighter—and part-

time philosopher—Mike Tyson once uttered a quote laced with the
same connotation. Asked what was going to happen before a fight to counter
the other boxer’s strengths, Tyson replied “Everybody has a plan until they
get punched in the mouth.

While Tyson and Eisenhower will probably never be mentioned in the
same leadership conversation, both thoughts share similar insight into the
act of preparing. Whether the fight is over a military victory, a prizefighter’s
purse, or an increased market share, it’s not the adversity itself that defines a
person or company. It’s the reaction that matters.

By Jeremy Yohe
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“As much as people like certainty,
it’s important to remember that there
is potential and opportunity in an
environment that lacks certainty,”
said Michelle Korsmo, AL'TA’s chief
executive officer. “It’s hard to predict
how the election of Donald Trump
will impact the mortgage and housing
industries, but ALTA has a unique
opportunity during these next few
months to affect change in the laws
and regulations governing ALTA
member companies.”

In addition to any policy changes
made by the Trump Administration,
other key factors that will drive the
2017 market include slowly rising
mortgage rates, Millennials coming
into their main homebuying years,

a trend toward federal government
deregulation, labor shortages that
could drive up costs of production
and an economy that continues to
plod along. We're currently in one
of the longest-lasting business cycle
recoveries in history. In fact, Morgan
Stanley predicted that the U.S.
economy could continue expanding
until at least 2020. Meanwhile,

the Congressional Budget Office
projected the economy to continue
growing for the next five years.

What’s clear is that overall
one- to four-family mortgage loan
origination volume is predicted to
fall more than 15 percent in 2017
(from $1.89 trillion to $1.57 trillion)
compared to 2016. The culprit will be
a significant decrease in refinancing
due to rising mortgage interest rates.
The MBA forecasted refis will fall
40 percent this year, decreasing from
$901 million to $529 million and
comprising 30 percent of all volume.
Refis are projected to fall even more
in 2018 ($410 million) and 2019
($395 million.) Meanwhile, purchase

origination volume is expected to

12 TitleNews >January 2017 > www.alta.org

increase 11 percent and crack the $1
trillion mark for the first time in 11
years.

The MBA lowered its origination
volume for 2017 shortly after the
Federal Reserve raised its benchmark
interest rate for only the second time
in a decade. While it was widely
expected that the Federal Reserve
would raise the federal funds interest
rate, what raised eyebrows was that
the Fed penciled in three more
quarter-point hikes throughout 2017.
Lawrence Yun, chief economist for
the National Association of Realtors,
agreed that the market should expect
several additional rounds of increases
over the next two years.

“The era of ultra-low interest rates
is over,” Yun added. “[ The] short-term
rate hike will be followed by several
additional rounds of increases in
2017 and 2018. Despite these moves,

mortgage rates will not rise alarmingly.

By this time next year, expect the 30-
year fixed rate to likely be in the 4.5
percent to 5 percent range.”

Loan Limits Rise in 2017

While the Fed made waves with
the rate increase, Fannie Mae, Freddie
Mac and the FHA raised the dollar
limit on loans they will purchase for
the first time in 10 years. Collectively,

they support roughly 95 percent of the

current mortgage market.

In January, the GSE’s conventional
loan limits increased $7,000, to just
over $424,000. In high-cost areas
such as New York City and San
Francisco, the limit increased to just
over $686,000. After Congress set
a baseline in 2008, the GSE loan
limits are adjusted each year based
on housing prices. In November, the
FHFA announced that its third-
quarter 2016 House Price Index
(HPI) showed average home prices

are now above the previous high point
in 2007.

The FHA's national loan limit
“ceiling” increased to $636,150 from
$625,500, while its “floor” increased to
$275,665 from $271,050. The FHA’s
minimum is set at 65 percent of the
national conforming loan limit. The
increased loan limits will help ensure
that mortgage markets are able to
continue to meet demand in 2017.

In a report in November, Black
Knight Financial Services said that
raising the conforming loan limit by
$10,000 could result in a 1 percent
increase in originations, equating
to approximately 40,000 new loans
and $20 billion in new loan balances.
Meanwhile, Kroll Bond Rating
Agency (KBRA) is not as optimistic
that the increase in conforming loan
limits will boost mortgage lending
volume.

“Indeed, while 2016 has been an
excellent year for the U.S. mortgage
industry with almost $2 trillion in
new loan originations, we believe that
this year is also likely to be the peak
in terms of lending volumes for years
to come,” KBRA reported, citing
three key considerations to justify its
pessimism:

1. 'The change in the conforming
loan limit is insignificant
compared with the double-digit
home price appreciation seen over
the past decade, especially in high
priced markets such as East and
West coasts and South Florida.
Affordability is an issue in all of
these markets.

2. 'The impact of rising interest rates
and widening credit spreads is a
far larger negative influence on
prospective mortgage origination
volumes than the relatively small
increase in the conforming loan
limit. Mortgage lending volume



is about interest rates first and
foremost.

3. 'The negative regulatory
environment and low (or zero)
risk adjusted returns in the
residential mortgage sector will
likely encourage the continued
exodus of insured depository
institutions from the one to four
family loan market, reducing
overall mortgage lending capacity.

KBRA also reported that it believes
2016 will likely be the peak year for
mortgage originations for “years to
come,” as a fall in origination volume
will occur in 2017 and beyond.

“While 2016 has been an excellent
year for the U.S. mortgage industry
with almost $2 trillion in new loan
originations, we believe that this year
is also likely to be the peak in terms
of lending volumes for years to come,”
KBRA stated.

Jonathan Smoke, chief economist
for Realtor.com, characterizes
market expectations for 2017 as
a “moderation” as opposed to a
slowdown. With home values
reverting to pre-crash prices and
mortgage rates inching up, many first-
time buyers may be priced out of the
market.

Although increasing interest rates
have dampened expectations for the
Millennial homebuyer marketshare,
Smoke still predicts this segment to
comprise a third of the buyer pool. In
addition, Baby Boomers are expected
to make up 30 percent of buyers in
2017. Smoke said this group tends to
be less dependent on financing and
more successful in closing a greater
percentage of transactions.

Looking at price appreciation,
national home prices are forecast
to slow to 3.9 percent growth year
over year, from an estimated 4.9
percent in 2016. Smoke added that

cover story Il

Digital TitleNews Extra: TitleTopics Webinar
Has the Game Changed? 2017 Housing Market
Forecast and Homebuyer Trends

Market Forecast Highlights

Here’s a look at some projections from the Mortgage Bankers Association:

$1.09 trillion

The MBA projects that home
purchase originations will increase
again in 2017, building on an
estimated 10 percent increase in
2016.

$479 billion

The MBA adjusted its forecast
downward as rates have moved
higher, forcing a more rapid
decrease in an already slow
refinance market.

1.27 million

Housing starts are forecasted to rise
over the next couple of years, hitting
1.27 million in 2017, 1.36 million in
2018 and 1.28 million in 2019.

5.704 million

The number of existing home sales
is expected to rise in 2017, up from
5.414 million in 2016.

647,000

The number of new home sales is
projected to be higher in 2017, up
from 583,000 in 2016, increasing to
695,000 in 2018 & to 725,000 in 2019.

4.2%

The 30-year fixed rate is forecast to
rise to 4.2 percent in 2016, and then
steadily rise to 4.6 percent in 2018
and 5.3 percent in 2019.

1.375%

Projection for the federal funds rate
by the end of 2017, with an upward
trajectory of 2.375 percent in 2017

and 3.375 percent in 2019.

2.0%

The U.S. real gross domestic
product is forecast to increase from
1.8 percent to 2.0 percent in 2017
before falling slightly to 1.9 percent
in 2018 and to 1.7 percent in 2019.
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of the top 100 largest metros in the
country, 26 markets are expected to
see price acceleration of 1 percentage
point or more. Western metros will
continue to lead the nation in prices
and sales, according to Smoke. He
said this region is expected to see a
price increase of 5.8 percent and sales
increase of 4.7 percent. Conditions
limiting supply will carry over into
2017, however. Currently, homes are
only on the market an average of 68
days in the top 100 metros.

Millennial Movement

Despite overall affordability issues,
markets able to offer buyers new
construction at affordable prices will
take center stage in 2017, since many
first-time homebuyers have been
priced out of the starter-home market
in more expensive metros. Redfin
analysts expect cities like Raleigh,
N.C, Austin, Texas and North Port,
Fla.—which lead the country in the
number of new residential building
permits per 1,000 people—to lead this
trend.

While the financial picture may
look grim for younger homebuyers,
Smoke believes affordable cities in the
Midwest remain viable options for
Millennials.

“We believe Midwestern cities
will continue to beat the national
average in terms of their proportion of
millennial home buyers in 2017,” said
Smoke, adding that Madison, Wis.,
Columbus, Ohio, Omaha, Neb., Des
Moines, Iowa and Minneapolis are
leading the pack. “We're also seeing
large numbers of Millennials buying
in Midwestern markets with or near
big universities. So part of this is an
effect of recent graduates with good
jobs being able to settle down in these
more affordable markets.”

14 TitleNews >January 2017 > www.alta.org

Trulia, however, reported that
Millennials have lost some enthusiasm
when it comes to homeownership.
According to a survey, Millennials’
dream of homeownership has fallen
more than any other age group,
dipping to 72 percent this year from
80 percent last year. Though 83
percent say they plan on buying a
home someday, 72 percent say they
won't do so until at least the end of

2018.

Commercial, Multifamily

In the commercial and multifamily
mortgage space, the MBA predicted
originations could reach $537 billion
in 2017, up by 4 percent from
expected 2016 volumes.

The MBA Commercial/
Multifamily Real Estate Finance
Forecast calls for mortgage banker
multifamily originations to reach
$224 billion in 2017. Originations for
commercial real estate are forecast to
reach $265 billion.

“Commercial real estate markets are
carrying a great deal of momentum
as they close out 2016,” said MBA
Vice President of Commercial Real
Estate Research Jamie Woodwell.
“Strong property fundamentals,
increasing property values and sturdy
sales activity—particularly among
multifamily properties—are driving
borrowing and lending to record
levels.”

Uncertain Times

Depending on the President-elect
Trump’s policy priorities, the 2017
forecast faces upside and downside
risks. As an example, Fannie Mae
Chief Economist Doug Duncan
expects that any tax cuts and spending
increases would result in near-term
growth. However, if new policies

result in higher tariffs on China

and Mexico, rethinking the Trans-
Pacific Partnership, and renegotiating
the North American Free Trade
Agreement, it would likely drag on
growth, he added.

“We haven't changed the general
tone of our forecast at this time,
but we will incorporate new policy
assumptions as they become more
concrete,” Duncan said.

Mark Fleming, chief economist for
First American, believes the “Trump
Bump”and the Fed rate increase will
impact many areas of the economy;,
including the housing market.
Highlighting his case, Fleming
pointed to the “taper tantrum” that
occurred after Fed Chairman Ben
Bernanke announced a plan in May
2013 to reduce asset purchases. The
shift in policy drove the average 30-
year fixed-rate mortgage rate up nearly
a full point. Subsequently, existing-
home sales fell by 10 percent between
July 2013 and February 2014. The
annualized pace of house price growth
slowed from 10 percent to less than 5
percent by the end of 2014.

The combination of the post-
election and Federal Reserve changes
may have a similar impact, so the
natural question to ask is ‘what are
these changes likely to mean for the
housing market in 2017?” Fleming
said.

“In recent years, we have seen rate
changes have a greater impact on
house price appreciation than on the
annualized rate of sales,” Fleming
added. “When rates go up, house
price appreciation slows down. That’s
good news for potential first-time
homebuyers. Even after the “Trump
Bump’and FOMC rate increase, 2017
will still be a good time to buy.”
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Technology Driving
Change in Lender, Real
Estate Business

Companies Must Adjust to Increased Demand for
Digital Homebuying Process

onsumers’ mobile experiences
with leaders such as
Amazon are reshaping their
expectations in all aspects
of their lives, including for their
financial and mortgage activities.

According to a survey results
released in December by Fannie
Mae, demand for and usage of
mobile mortgage products has almost
doubled over the past 12 months.
The survey covered 1,200 low- to
moderate-income homebuyers who
bought homes in the last year and
have a mortgage guaranteed by
Fannie Mae.

“This is a startlingly large increase
reflecting the pervasive and growing
use of mobile technology among
consumers at all income levels,”
wrote Steve Deggendorf, director of
market insights research for Fannie
Mae. “Although this research focused
on low- and moderate-income
homebuyers, our prior research
suggests the results would be even
larger for mobile usage and interest
among higher-income consumers.”

The survey suggested that interest
in mobile mortgage products will
only increase among consumers in
the coming year, particularly among
first-time buyers and younger
consumers with a college education.
Fannie Mae’s Mortgage Lender
Sentiment Survey, covering the third
quarter of 2016, noted the growing
number of lenders that were making
mobile apps part of the process.
Additionally, Deggendorf said there
is significant opportunity to meet
consumer demand beyond using
mobile devices to research homes for
sale.

“Though some lenders have begun
building out the mobile experience
for consumers, all lenders should
evolve their online and mobile
capabilities to address the rapidly
changing consumer demand as well
as the potential for competitive
shifts,” Deggendorf wrote. “The
potential for the competitive
repositioning in the broader
mortgage market value chain is high,
maybe much higher than in many

years, as next-generation technologies
and providers focus on offering
exciting mobile opportunities to
improve the consumer experience
through digitization and by removing
inefficient manual processes.”
Regulators have taken notice
in how consumers and industry
have embraced mobile technology.
In December, the Office of the
Comptroller of the Currency (OCC)
announced it will start granting
limited-purpose bank charters
to financial technology (fintech)
companies. In a speech, Comptroller
of the Currency Thomas Curry said
“consumers want better, faster, more
accessible products and services, and
they are willing to switch providers
or use multiple providers to get what
they want. These consumers expect to
be able to transact basic banking and
financial business anywhere, anytime,
from the palm of their hands.”
Fintech companies that obtain a
limited-purpose bank charter will
still have to comply with several
regulatory requirements, including
the Bank Secrecy Act and other anti-
money-laundering provisions, as well
as relevant consumer protection laws.
Concerns about usurping state
regulation were quickly expressed by
the New York State Department of
Financial Services. In a statement,
the department’s superintendent said
her state would not allow consumer
protections to fall into the void and
opposed “any effort to federalize
what states have been doing for over
a century.”
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In Q1 2015,

27%
did a mortgage
activity on a mobile
device

37%
wanted to do a
mortgage activity
on a mobile device
in the future

morlgage actviies on a smartphone or tablel

* Indicates a significant difference between the Q1 2015 and Q1 2016

“Any reliance on a federal fintech
regulatory framework, such as the
proposal contemplated by the OCC,
would be irresponsible if it were
to ignore the states historical role
and longstanding expertise in this
arena,” Maria Vullo said. “History
has demonstrated that states, not
the federal government, have the
requisite knowledge and experience
to effectively regulate nondepository
financial service providers and
guard against predatory and abusive
practices.

Real Estate

In the real estate space, executives
at Redfin have asserted that
technology will play a role in
speeding up the homebuying and
selling processes as well. According
to a report from the online real
estate brokerage, the next generation
of real estate technology will see
innovation shift from online listings
to hardware and real-world services
that increase the efficiency of real
estate transactions.

“More and more there are buyers
who are comfortable with an online
offer process that makes it easier and
faster to close a deal,” said Karen
Krupsaw, senior vice president of real
estate operations at Redfin. “There’s a
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BEIE

Low and Moderate Income
Recent Homebuyers

In Q1 20164,

64%*
Have done a

mortgage activity on
a mobile device

0/ *
72%

P would like to do so
in the future

01 2015: Q: Have you ever done this online? / Would you like to do this online in the future? Showing those who responded “yes” to doing any of the specified

012016: O: Have you ever done this using a mobile device? /Would you like to do this using a mobile device in the future?
* Showing those who selected at least one of the four mortgage activities that were pant of both the Qf 2075 and the Q1 2018 questionnaires

Source: Fannie Mae

new mindset that the home purchase
isn’t the once or twice in a lifetime
move it once was and the wide
acceptance of technology makes
online offer writing a reasonable and
often preferred approach for buyers.

People see it as more of a transaction.

They want to get it done efficiently
and move on.”

As an example, Caliber Home
Loans recently launched a digital
mortgage process that allegedly
can close a loan in 10 days or less.
Called the “Ultimate Homebuying
Experience,” the company said
the program takes nearly all of the
mortgage process online, using
various technological advancements
to automate the process, from
application all the way through
closing.

Opendoor, another company with
an online focus, plans to expand
beyond the two markets where it’s
currently available thanks to a round
of funding that reportedly values the
company above $1 billion.

The company, which launched in
2014, is an online marketplace that
buys homes direct from homeowners
and currently operates in Phoenix
and Dallas-Fort Worth. With this
model, a homeowner seeking to sell
a home can go to Opendoor, enter

details about the property and get

a near-instant price quote. If the
seller accepts, Opendoor then allows
the seller to close on the sale when
they’re ready, rather than on the
timeline of the eventual buyer.

According to details provided by
the company, it is currently handling
$60 million in home volume each
month and has served more 4,000
homeowners since it launched.

The company said that it will use
the $210 million in funding it has
received to expand market share in
flagship markets and to extend its
service to 10 cities in 2017.

Despite more consumers flocking
to websites to get help with the
homebuying process, usage of real
estate agents continues to grow,
according to the 2016 homebuyer
profile from the National Association
of Realtors (NAR). The report
showed that while 44 percent of
recent buyers started the search
process online, 88 percent purchased
their home through a real estate
agent. This percentage has grown
steadily from 69 percent in 2001.

Jeremy Wacksman, chief marketing
officer at Zillow, sees technology
shifting the role of real estate agent
from an information negotiator to
a local market expert and service
provider. Title companies also will
need to adapt to the changing needs
of their clients and consumers.

“Before, you spent a lot of time
doing information gathering, and
collecting, and response,” he said.
“The Internet really opened the
doors. Agents are freed up to help get
the deals done. But now they have to
be agent, negotiator, price setter, and
a community resource.”
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Meet John.

Native Texan. Avid golfer. Natural
storyteller. President of Old Republic
Title Companies, Inc.

John is the first person to tell you that
Old Republic Title's story is one of grit,
determination and striving for perpetual
success in the title insurance industry.
It's a tale of protecting customers’
property rights with solid underwriting
and support for thousands of title agents
who depend on us.

John also would tell you that people
come first at Old Republic Title. In every
real estate transaction we handle, we
understand that homes, businesses and
properties are just the beginning. It's our v
unwavering commitment to helping the
people we serve — customers, agents,

lenders, real estate professionals and
neighbors in our communities — that

makes ours a story worth telling...

that’'s doing business the right way.

E

-

For more than a century, Old Republic Title has been doing business with integrity.

We make it easy for our title agents to succeed. Accessibility, underwriting prowess, unsurpassed
financial strength, convenient resources and support. Visit oldrepublictitle.com/rightway to learn more!

Title Insurance | Real Estate and Mortgage Loan Settlement Services | National Commercial Title Services
Mortgage Servicing Solutions | Default Management Services | Real Estate Information Services
Real Estate Valuation Services | Flood Reports | Section 1031 Exchanges | Home Warranty | Notary Services
Relocation Services | Nationwide Commercial Due Diligence Services | Nationwide Commercial Survey Services
Timeshare/Fractional Interest Services | Residential Information Services

oldrepublictitle.com

<@ ¥ | OLD REPUBLIC INSURANCE GROUP
2017| © Old Republic Title | Old Republic Title's underwriters are Old Republic National Title Insurance Company and American Guaranty Title Insurance Company *an®
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ALTA Sets 2017
Strategic Priorities

Association Dedicated to Helping Members

Succeed for Long Term

he power shift in Washington,

D.C,, and the incoming

Trump Administration could

bring big changes to financial
and housing policy. In addition, the
market is experiencing a time of
great change. To help ensure the title
and settlement services industry is
prepared, ALTA will focus on six
strategic priorities in 2017 to help its
members excel in a dynamic business
and regulatory environment.

“ALTA exists to advocate on behalf
of its members’and the industry’s
interests, provide education and
information to its members, offer
networking opportunities, and create
and promote professional industry
standards,” said Michelle Korsmo,
ALTA’s chief executive officer. “The
strategic priorities help inform our
advocacy efforts, education programs,
business tools, events and industry
standards we create and maintain.”

2017 Strategic Priorities

1. Best Practices:
o Expand the understanding in the
lending community of ALTA’s

“T'itle Insurance and Settlement
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Company Best Practices” as an
industry standard for compliance
management programs.

Promote the ALTA Registry as
an industry utility to validate the
identity of title insurance agents.
Communicating With
Homebuyers:

Promote simple, clear
communication directly with
homebuyers who want and
deserve information about title
insurance and settlement services.
Promote innovative consumer
education and a better online
presence for title and settlement
companies.

Core Industry Values:

Create a program for ALTA
members that reflects the
strength of the title and
settlement industry through
strong professional values.

'The tenets of the program are
centered on understanding

and complying with the laws
and regulations governing

the industry, educating and
communicating with homebuyers
about the benefits of our products
and services, and encouraging

strong, ethical corporate cultures.
4. Information Security:

o Educate our members on security
threats to the information
and funds entrusted to their
businesses in a cyber and physical
environment.

o Provide collaborative
opportunities to engage and
educate security professionals in
the industry.

5. Talent Focus & Business
Basics:

o Increase skills of the current
workforce and enhance
knowledge about the business of
title and settlement for ALTA
members.

o Promote this great profession to
prospective employees to attract
talent and build future leaders for
our members and ALTA.

6. TILA-RESPA Integrated
Disclosures:

e Manage continued
implementation of the TRID
rule and the 2016 revisions with
special attention to programs
and policies that can ease
collaboration and transparency
for the consumer, such as
uniform recording fees.

“Successful outcomes happen when

people and organizations collaborate,”
said Dan Mennenoh ITP, NTP. “Your
association is a forum to discover
innovative ideas and trends in order
to help our members ensure that their
businesses are protected and that they
have the very best opportunity to
succeed for the long term.”
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2016 Third Quarter Market Share

FIDELITY FAMILY

Chicago Title Ins. Co.

Fidelity National Title Ins. Co.
Commonwealth Land Title Ins. Co.
National Title Ins. of NY.

Alamo Title Ins. Co.

TOTAL - FIDELITY FAMILY

FIRST AMERICAN FAMILY

First American Title Ins. Co.

First Canadian Title Ins. Co.

First American Title Guaranty Co.
First American Title Ins. Co. of LA
TOTAL - FIRST AMERICAN FAMILY

OLD REPUBLIC FAMILY

Old Republic National Title Ins. Co.
American Guaranty Title Ins. Co.
TOTAL - OLD REPUBLIC FAMILY

STEWART FAMILY

Stewart Title Guaranty Co.

Stewart Title Ins. Co. of NY

TOTAL - STEWART FAMILY
FAMILY TOTALS

TOP INDEPENDENT COMPANIES
Westcor Land Title Ins. Co.

Title Resources Guaranty Co.

WFG National Title Ins. Co.

North American Title Ins. Co.

Alliant National Title Ins. Co.
Investors Title Ins. Co.

Connecticut Attorneys Title Ins. Co.
First National Title Ins. Co.
Attorneys’ Title Guaranty Fund of IL
Security Title Guarantee Corp. of Balt.
Land Title Ins. Corp. of CO

National Investors Title Ins. Co.

TOTAL - INDEPENDENT COMPANIES

TOTAL - ALL COMPANIES

3rd Quarter Total Premiums
Written - 2016

550,081,949
499,714,213
176,999,644
21,335,141
20,635,147
1,268,766,094

933,482,811
37,732,714
37,629,155
10,951,693
1,031,263,349

563,312,540
11,638,504
564,951,044

382,086,149
56,603,611
443,144,381
3,308,124,868

133,527,999
92,324,174
90,185,071
63,844,211
33,716,811
29,409,054
24,917,883
20,663,349
18,812,917
14,395,761
11,942,337

7,069,496
568,644,241

3,876,769,109

Market Share

14.2%
12.9%
4.6%
0.6%
0.5%
32.7%

24.1%
1.0%
1.0%
0.3%
26.6%

14.3%
0.3%
14.6%

9.9%
1.5%
11.4%
85.3%

3.4%
2.4%
2.3%
1.6%
0.9%
0.8%
0.6%
0.5%
0.5%
0.4%
0.3%

0.2%
14.7%

100.0%

Note: Individual numbers do not equal totals as not all underwriters are listed

3rd Quarter Total Premiums
Written - 2015 Market Share

526,643,194 14.6%
452,399,013 12.5%
158,468,884 4.4%
18,373,564 0.5%
18,867,272 0.5%
1,174,751,927 32.6%
888,896,928 24.6%
33,678,666 0.6%
20,122,319 0.6%
14,936,541 0.4%
968,809,911 26.8%
528,234,874 14.6%
8,529,726 0.2%
543,215,760 15.1%
376,759,306 10.4%
63,838,657 1.8%
445,007,462 12.3%
3,131,785,060 86.8%
110,542,010 3.1%
76,575,407 21%
84,118,296 2.3%
49,586,216 1.4%
26,155,505 0.7%
24,337,187 0.7%
20,682,568 0.6%
14,560,395 0.4%
19,154,015 0.5%
10,992,459 0.3%
8,103,967 0.2%
6,466,706 0.2%
476,486,183 13.2%
3,608,271,243 100.0%
Source: ALTA
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Five Keys to Becoming
a Savvy Shopper
for Your Business

Insurance

Tips Can Help Title Companies Obtain Best
Coverage at Lowest Premiums

BY DEREK DIAZ AND ANDREW AGATI

n the title industry, any effort

to follow “best practices”

must include having adequate

insurance for your business.
That could take the form of errors-
and-omissions coverage, a fidelity
bond, crime protection, or cyber
insurance.

But how do you actually achieve
that best practice? Here are five
things you can do to obtain the most
insurance benefits for the lowest
premiums.

Key No. 1: Know Your Risk
Before you know what (and how
much) to buy, you first need to know

the risks you face. Every day, title
companies look for risk by searching
and examining the public record.
Apply that same “search and exam”
mentality to your own business to
uncover what risks you truly face, and
what coverage you really need.
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Stated another way, you have to
do an internal risk assessment. And
because risks and businesses change,
that assessment has to be updated—
preferably on an annual basis. This
will coincide with the fact that these
insurance policies generally have one-
year terms and are renewed annually.
When conducting your internal
risk assessment, remember to look
at your operations exhaustively.
For example, in a recent lawsuit,
the restaurant chain P.F. Chang’s
had contracts that subjected it to
potential credit card “assessments” if
its customer information was hacked.
When a data breach later occurred,
and a million-dollar-plus assessment
was levied, the company had no
coverage. As the court noted, had P.F.
Chang’s “wanted coverage for this
Assessment, it could have bargained
for that coverage.”

Key No. 2: Know the Issues

Although knowing your risks
will give you a general idea of the
coverage you need, you also need to
know the issues. Those issues are
common coverage issues, particularly
under “standard form” policies, which
oftentimes can be negotiated away.

Consider standard form E&O
policies, which are written on a
“claims-made-and-reported” basis.
That means coverage exists only for
claims that are both made against
the insured and reported to the
insurer during the policy period. The
problem this presents is that, if one
of your employees learns of a claim,
but does not know about, or does not
have responsibility for, your reporting
obligations, coverage could be lost as
the claim works its way to the person
who knows to report. Even if a claim
were reported a “day late”—one day
after the policy expired—coverage
would be forfeited.

However, some carriers will modify
the reporting language to be based on
the knowledge of a certain individual,
like a risk manager. And still others
might attach a monetary threshold to
what needs to be reported—such as
claims the risk manager determines
will exceed a portion of what the
company must pay before coverage
begins its “retention.” In this way,
you will not lose coverage as a claim
makes it way up the chain-of-
command.



Key No. 3: Know the Market

Just as you have competitors, there
is competition for your insurance
business. You can use that to your
advantage, both with respect to the
price point and policy language.
Given the need for annual renewals,
every year you should develop a
renewal strategy—whether it be
reduced pricing, so-called coverage
enhancements, or both.

Sometimes, insurers are less willing
to negotiate on price or coverage, but
that may not be the case for cyber
policies, at least at the present time.
Cyber-insurance policies are not yet
standardized, and different carriers
offer different terms. This presents
an opportunity to shop the market as
you negotiate for the most favorable
cyber policy.

Key No. 4: Know the Policy
Although knowing the policy
might seem obvious, in practice it is
not. For example, significant errors
impacting coverage are often made
but not caught until it is too late.

|

Insurers will first issue a quote, which
only provides a general description of
the coverage being provided.

If that is accepted and coverage is
bound, a binder is then issued. The
binder specifies the date the policy
takes effect, triggering the date the
premium is due (20-30 days out, for
example). But the binder does not
contain the policy terms. Rather,
the actual policy is not typed up
until after, and in many cases many
months after, the binder is issued.

You will have the opportunity to
review the final policy to make sure
it is accurate, and that is the time
to raise issues, not after a claim
develops. If you wait until then,
you will then have to try to explain
away how you missed it during your
review.

Really knowing your policy can also
avoid what we call “generality” and
“technicality” problems. The generality
problem relates to relying on short-
hand summaries of what the policies
provide, as opposed to the actual
terms of the policies themselves, to
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determine which insurers to put on
notice of a claim. Each claim is unique
and may trigger coverage under more
than one policy. Or it may trigger
coverage under a policy you would
have never thought of.

Similarly, all policies have pre-
conditions to coverage, such as timely
notice, and they impose duties upon
the insureds, such as the duty to
cooperate.

One must know and understand
those technicalities, and what must
be done to meet them, so that
coverage is not lost for an otherwise
covered claim.

Key No. 5: Know to
Respond to ‘No’

The peace of mind you might get
after making your purchase will be
shattered when you have a claim that
is denied. To be sure, some claims
are legitimately denied, but there
is also another, unfortunate reality.
Legitimate claims are sometimes
denied, and when that happens, you
have to be willing to say “No” to
“No.”

This does not necessarily mean you
will have to file a coverage lawsuit;
many times a well-supported (and
strongly worded) letter can cause the
insurer to reverse course. M

Andrew Agati and Derek
Diaz are partners with the law
firm Hahn, Loeser & Parks LLP.
They presented on this topic in
October 2016 at ALTA ONE in
Scottsdale, Ariz. The
information provided herein is
not intended to serve as legal
advice. Any views expressed

i herein are those of the authors
only. Diaz and Agati can be reached at
216-621-0150, or by email at
ddiaz@hahnlaw.com or aagati@hahnlaw.com.
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How the Title
Industry Can Manage
Cybersecurity Risk

Companies Encouraged to Integrate Financial
Industry Assessment Tool With Proven Risk-

management Approach

BY DAN SCHROEDER AND ADAM KLEIN

ot so long ago, cybersecurity

was something title agents

and underwriters considered

the domain of the big banks
and other high-profile financial
institutions. Today, the mortgage and
settlement services industry—like
virtually every other industry—is
clearly under attack.

Phishing scams targeting
homebuyers have become so
commonplace that the Federal Trade
Commission (FTC) issued a warning
earlier this year. Ransomware, which
locks up the computer systems
necessary to execute the time-
sensitive mortgage transactions,
are causing damage to title agents’
reputations—not to mention the
reputations of the other entities
involved in the transaction.

Perhaps most devastating for
members of the title industry is wire
transfer fraud. In the case of one
California escrow firm, a series of
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fraudulent wire transfers to the tune
of $1.1 million brought about the
downfall of the company. Even if a
title agent or escrow firm manages

to survive such a cyber attack, the
company is almost certain to be
considered toxic by underwriters
who would have to make those losses
whole.

Mortgage lenders increasingly are
being scrutinized for their vendor
management practices, and they
demand assurance from their title
agents about how they are protecting
the non-public personal information
(NPI) that they store or access.

As a result of these emerging
cyber risks, title agents have simple
questions that demand simple,
straightforward answers:

» How do we protect our business

from cyber threats?

o What do we need to do to

comply with financial industry
regulations?

o How do we maintain our
banking and underwriting
relationships by providing the
information these stakeholders
need?

What About ALTA Best
Practices Compliance?

ALTA Best Practices Pillar 3
calls for a comprehensive written
privacy and security risk management
program, as do federal and state
laws such as the F'TC’s Privacy and
Safeguards Rules.

But what exactly does such a risk
management program look like
and entail? Pillar 3 says that “the
program must be appropriate to
the Company’s size and complexity,
the nature and scope of Company’s
activities, and the sensitivity of the
customer information Company
handles.” In addition, the program
should evolve as the company’s
circumstances do.

So how does an organization—
especially a company the size of the
thousands of small title agencies—go
about designing this “appropriate
security risk management program?”

A Roadmap to Cyber-Risk
Management

The good news is that cyber risk
management does not have to be
complex—and, in fact, there is a
roadmap for addressing it. This
roadmap consists of the following
critical tenets:



1. Identify Digital Assets

Effective cyber risk management
begins with understanding the
relative value of the information that
your business holds, and the business
impact if those digital assets were
compromised.

For title agents, those high-value
digital assets are commonly regarded
as:

o NPI on homebuyers and sellers

e banking credentials that provide

access to escrow funds

e access to the company’s network

and applications that can be
prevented through ransomware

Compromise of any of these
(or other) digital assets can cause
significant financial, reputational and
operational damage to the title agent,
the escrow insurance company, the
mortgage lender and the borrower.

2. Understand the Threats and
Resultant Risks

Once we understand what we are
protecting (i.e., digital assets), we can
assess the real threats and risks to
those assets.

For example, some of the threats
to the digital assets described above
include wire transfer fraud and
phishing scams. The inherent risks
might include loss of escrow funds,
being found in breach of a bank
contract and potential class action
lawsuits brought by individuals whose
information was compromised.

Any assessment of threats and risks
must be done within the context
of the title agent’s business model
and industry. A model has been
adopted by the financial industry to
“help institutions identify their risks
and determine their cybersecurity
preparedness,” which can be tailored for
the title industry. In 2015, the Federal
Financial Institutions Examination

Council (FFIEC) released its

Cybersecurity Assessment Tool (CAT),
which consists of two parts:

o 'The Inherent Risk Profile helps
management determine their
exposure across a number of risk
categories (for example, delivery
channels and external threats)
due to the organization’s specific
activities, services and products.

o 'The Cybersecurity Maturity
portion is designed to help
management measure the
institution’s level of cybersecurity
preparedness, with levels ranging
from baseline to innovative,
within five domains (for example,
cyber risk management and
oversight, and cybersecurity
controls).

The CAT model was designed

to be specific to banks and is not
a “plug-and-play” tool. However,
using their discretion and their
understanding of threats and risks to
their business, title agents can use this
model as a general guide to determine
their inherent risk profile. That
inherent risk profile, in turn, points to
the type of risk management that is
appropriate for the title agent and its
banking and underwriting partners.
3. Develop and Implement
Appropriate Security Program
As you can see in the chart above,
the minimum bar that organizations
of any inherent risk level should
be prepared to demonstrate is the
level of “evolving” controls. Some
examples of these controls include
a formal cybersecurity program
that is based on technology and
security industry standards or
benchmarks; incorporation of cyber
risk identification, measurement,
mitigation, monitoring and reporting
into that program; and an annual
review of the program by an
appropriate board committee.
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If the nature of the threats and risks
demand more stringent controls, title
agents can use the CAT as a roadmap
to determine the steps required
to improve their organization’s
cybersecurity maturity and reduce its
inherent risk profile.

4. Ongoing Monitoring and
Reporting

The final piece of this security
program involves regular monitoring
and reporting to drive improvement
and provide the peace of mind that
title agents are doing the right things
to protect their valuable information
and systems.

The risk-management approach
outlined in this article can be
leveraged to strengthen and enhance
the ALTA best practices certification
program, as well as other forms of
assurance reporting, such as the

AICPAs SOC 2 reporting protocol.

Fulfill Banking Requirements,
Protect the Business

Following the above roadmap and
leveraging the FFIEC CAT, title
agencies and their stakeholders are
equipped to realistically assess the
threats to their funds and NPI and
appropriately manage those risks.
Not only does this approach fulfill
the intent behind Pillar 3, but it also
meets or exceeds stringent banking
vendor management requirements.

Dan Schroeder is partner-in-
charge of information risk
management and assurance
services, and Adam Klein is
client relationship executive
with HA&W, which is a CPA
firm providing services to the
title industry.
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Pillar IV and the
Compliance Mosaic:
Compliance Concerns
of Settlement Providers

Companies Must Understand Regulatory Terrain of
Each Geographic Market They Operate

BY VINCENT G. DANZI

LTA members understand

the need to stay up-to-

date on settlement services

compliance. Our industry
devotes great energy in pursuit of that
goal. For various reasons, including
the national crises generated by the
“mortgage meltdown” of several
years ago, the federal government
has, of late, been particularly active
in rethinking the regulation of the
mortgage lending and settlement
services industries. Indeed, these have
been interesting times for our industry.

With the amendments to

Regulation X in 2010, we adjusted
to binding tolerances on our cost
estimates, and with the new TRID
Rule, our industry has had to make
even greater adjustments. The
compliance challenges posed by TRID
are now combined with headlines
about the constitutionality of the
Consumer Financial Protection

Bureau’s (CFPB) executive structure
and how it has interpreted and
enforced the Real Estate Settlement
Procedures Act (RESPA) since taking
over that function from the secretary
of HUD. It is therefore natural that
we have paid so much attention to
compliance with TRID, but it is also
important to not lose sight of the
fact that TRID is a rule, primarily,
for lenders. It can be easy to forget
that our own industry has compliance
concerns that have nothing to do with
TRID or RESPA. The rules that our
title agent businesses are most directly
regulated by are often found at the
state level, or even more locally, rather
than at the federal level.

Agents for title companies can
take a variety of forms and structures.
For example, title agents can be
individual human beings or they can
be business entities. A title agent’s
duties could include the maintenance

of an entire title plant, or those
duties may be limited to that of an
examining attorney’s review of a
title commitment prepared by the
insurer itself. There are many who
believe this heterogeneity in business
practice is problematic, yet ours

is a “Jurassic Park” of an industry
where locally ancient, arguably
obsolete, conveyancing practices
contemporaneously exist alongside
modern electronic systems. The
extent of attorney involvement in the
provision of title insurance and the
conduct of real estate settlements is
also an intrinsically local affair that
requires a locally-specific approach.
We know that the regulation of
insurance has been left to the states
as their exclusive purview. Each of
these local compliance elements are
expressed in varying degrees from
location to location, and together
represent a “mosaic” of sorts of
compliance concerns.

The ALTA Best Practices were
promulgated with this local tapestry
of regulation in mind. In October,
ALTA’s Board of Governors approved
changes to the Best Practices to better
reflect market needs and trends. Pillar
IV of the Best Practices tells us to,
“Adopt standard real estate settlement
procedures and policies that help
ensure compliance with Federal and
State Consumer Financial Laws as
applicable to the Settlement process.”
We are further told that, “Adopting
appropriate policies and conducting
ongoing employee training helps
ensure [the] Company can meet state,
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tederal, and contractual obligations
governing the Settlement.”

So how does a title agent actually
go about promulgating the procedures
and policies in Pillar IV? How do we
understand what our state, federal
and contractual obligations are? As
stated earlier, there are many resources
available to help us stay apprised of
our federal compliance obligations.
Contractual obligations are also readily
ascertainable by simply reviewing our
contracts. However, gathering the
relevant local rules for title agents
requires that we cast a wider net than
simply looking at the insurance law.

State Insurance Law and
Regulation

Although the insurance law in
most states will have a specific article
or section on title insurance, the
vast majority of the law found will
concern title insurance companies: the
insurers, rather than the title insurance
agencies. While issues such as what
assets can be used to satisty a title
insurer’s reserve requirements, and
what forms of business entities can
conduct the business of title insurance,
are chiefly of concern to underwriters,
statutes of importance to title agents
are also often found in state insurance
law. Of course, we expect to find law
and regulations concerning such basic
things as licensing, but to varying
degrees, states may have their own
local rules about matters which are
already dealt with on the federal
level. New York State Insurance Law
§6409(d), with its RESPA-esque
prohibition on providing inducements
for title insurance business, is a good
example of such a generally-applicable
statute, nestled within an article of
the insurance law chiefly devoted to
insurance company (underwriter)
issues.
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Judicial and Bar Opinions

As was mentioned earlier, the
boundary line between settlement
services business and the practice
of law is one that meanders from
region to region. In addition, to
borrow an analogy from a survey map,
this boundary line often has a soft
edge that defies precise placement.
The reason for this is simple and
fundamental: the regulation of the
practice of law is reserved to the
judicial branch of our government.
Legislatures may seek to define what
is not the practice of law, while the
judicial branch defines what is. To
the extent available, previous court
opinions and written opinions of
committees of local bar associations
are great resources for learning about
the interaction of statutory law, the
regulation of the practice of law by
the judiciary and the also-important
local customary practice.

Indirect Regulation

The concept that our business may
be indirectly regulated by laws and
rules, which primarily regulate our
customers is one which we should
be familiar to us already. We see this
every day in our compliance efforts
regarding RESPA and the Truth in
Lending Act (TILA). This same
concept applies at the local level
as well. Issues such as the type of
bank account which may be used for
disbursements of mortgage proceeds,
and requirements in connection with
settlement agent registration can
often be found outside of a state’s
insurance law, and yet still be entirely
applicable to the work of a title
insurance agency.

Part of your company’s plan
for compliance should include
investigating the legal compliance
obligations of your customers. A great

way to do that is to take continuing
education courses on compliance.
Other state-level, non-insurance
compliance subjects, which should
be part of your Pillar IV policies and
procedures include:

» Abandoned funds and procedures
for escheating unclaimed escrow
funds to the state

o Sales tax

e Good Funds Requirements/Wet
Settlement Acts

Conclusion

The regulation of the title insurance
agent can come from many different
directions. Regulators are found on
the national and the local level, and
our industry is regulated both directly
by our insurance overseers, and
indirectly by those who regulate our
customers.

ALTA’s Best Practices require that
we balance and take into account
these various forms of regulation, and
promulgate policies and procedures
which are compliant with them.

In order to do this, it is necessary
that we appraise the compliance
landscape in each geographic location
our companies operate within,
understanding that compliance in one
state versus another may require quite
different approaches.

However, only by appreciating the
unique compliance challenges each
locality presents can we create truly
compliant policies and procedures
that are responsive to the title agent’s
unique compliance mosaic.

Vincent G. Danzi is a senior
compliance attorney with
AmTrust Title Insurance
Company. He can be reached
at vdanzi@firstnat.com. The
opinions expressed herein do not necessarily
constitute the formal position of AmTrust Title.



_ HAPPY NEW YEAR!

hadjforNew

With more title plants and powerful innovations, now is the time to leverage Data Trace to conquer
new markets and ignite workflow efficiencies that can expand your title business.

Get Access to More Title Information Benefit Even More with Data Trace
Harness the power of the nation’s largest title plant network, and RedVision

now with 546 regional plants and the most advanced Two title industry forces are now united. Look to grow your
repository of tax and recorded property data. Big things are business in new ways with Data Trace's industry-leading title,
also happening in Texas, and that's just the beginning of tax and property data paired with innovative technology,
what's new for 2017. title search production and industry expertise from RedVision.

GO BEYOND Where Your Title Business is Today.
DataTraceTitle.com/newyear « 800.221.2056

Data Trace’ RED| .

& 2016 Data Trace Information Services LLC. All rights reserved.
Data Trace Information Services LLC makes no expressed or implied warranty respecting the information presented and assumes no responsibility for errors or omissions.
RedVision is a registered trademark of RedVision Systems, Inc,



industry news

GSEs Delay Portion of
Closing Disclosure Data

Reporting Requirement

Title and Settlement Agents Should Prepare Now
by Working With Lenders, Tech Vendors

annie Mae and Freddie Mac
recently announced they
would delay requiring lenders
to submit seller Closing

Disclosure data until September 2018.

In an effort to standardize the
underlying data required by the new
Closing Disclosure, Fannie Mae
and Freddie Mac created a new
standard dataset called the Uniform
Closing Dataset (UCD). The UCD
is a common industry dataset that
allows information on the Closing
Disclosure to be communicated
electronically. Fannie Mae and
Freddie Mac have developed the
UCD at the direction of the Federal
Housing Finance Agency as part of
the Uniform Mortgage Data Program
(UMDP), an ongoing initiative to
enhance loan quality and consistency
through uniform loan data standards
for the single-family loans the GSEs
purchases.

On the borrower side, lenders still
must start transmitting the UCD
whenever they sell a loan to the GSEs
as of Sept. 25,2017.
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The GSEs postponed the
seller reporting requirement due
to difficulty lenders are having
preparing systems for changes to
the Home Mortgage Disclosure
Act and Uniform Residential Loan
Application. In a letter sent by the
Mortgage Bankers Association,
lenders expressed concerns that most
seller information does not originate
in their system, and efforts to easily
integrate the data are not going as
smoothly as hoped.

This is not something title and
settlement agents are going to be able
to ignore if they want to continue
doing business with lenders that
sell their loans to the GSEs. With
these new requirements, title agents
and lenders should take time now to
verify that their respective systems
can accept electronic information
from the other. Lenders, in particular,
will likely demand this capability
from settlement providers in order to
ensure compliance with the three-
day rule. Rekeying of data from one
system to the other is not going to be

an acceptable practice under the new
rules.

The UCD is incorporated into
many title and settlement software
systems, allowing users to transmit
that data to their lender customers.
To prepare for UCD collection, title
and settlement agents should consider
asking their lender partners the
following questions:

Questions for Lender Partners

1. By what date will you require title
professionals to have the ability
to transmit the Uniform Closing
Dataset to you?

2. Do you have a plan/timeline for
UCD testing with us?

3. How will I submit this data to
you?

4, Is there a technology contact
within your organization that we
should talk to?

5. Is your loan origination
technology proprietary or do you
use an off-the-shelf product?

6. Are there other partners you
would like us to contact in
order to ensure that we have
consistent plans and a common
understanding about the UCD
implementation?

7. What title software vendors are
you either currently integrated
with or have plans to integrate
with?

If you have any questions
about the UCD, contact Steve
Gottheim, ALTA’s senior counsel,
at steve@alta.org. m



loanDepot Purchases Two Title Companies

loanDepot has acquired
Closing USA (CUSA) and
entered into a definitive
agreement to acquire its
affiliate, American Coast
Title (ACT). Upon closing
of both companies,
loanDepot’s national
licensing footprint for title,
escrow and settlement
services will expand to
more than 30 states and
Washington, D.C.

The ACT transaction
is expected to close in
the second quarter of
2017, pending regulatory
approval. The terms of
the transactions were not
disclosed.

“This move is part
of loanDepot’s long-
term growth strategy,
which includes strategic
acquisitions intended to
expand our portfolio with
like-minded companies
that share our culture
and allow us to leverage
existing operations, our
proprietary technology,
and our capabilities to their
fullest,” said loanDepot
Chairman and CEO
Anthony Hsieh.

Together, the CUSA and
ACT team provide real
estate transaction services
for lenders across the
nation, including escrow
closings, title insurance,
and searches for title, tax,
liens and encumbrances
for new and refinanced
loans along with default
services for foreclosed
properties and commercial
title insurance. With
offices in Rochester,

N.Y. and Orange County,
Calif., CUSA and ACT
will continue to operate
as stand-alone entities,
loanDepot said in a
release. Closing USA
President Elliot Foo and
Chief Operating Officer
Tom Vento will continue
leading their teams.

Since launching in 2010,
loanDepot has funded
more than $90 billion in
home, personal and home
equity loans. loanDepot
is the nation’s fifth-largest
retail mortgage originator
and the second-largest
nonbank consumer lender.

News to Share?
If you have information you’d like us to consider
for TitleNews, send company announcements to

communications@alta.org.
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RamQuest Integrates With CATIC

RamQuest Inc.
announced the integration
of its Closing Market with
CATIC. The integration
provides CATIC agents
in Connecticut, Maine,
Massachusetts, New
Hampshire, Rhode
Island and Vermont with
direct access from their
RamQuest title production

solutions to CATIC closing
protection letters, policy
jackets and commitments.
By eliminating an agent’s
need to leave their
production system and by
automatically transferring
information, this integration
will reduce errors from re-
keying while also increasing
the agent’s efficiency.

Florida Stops Collecting Surcharge to Fund
Underwriter Receiverships

The Florida Office of
Insurance Regulation
(FOIR) issued an order
to stop the collection
of a surcharge for all
policies issued in Florida
to reimburse the state for
protecting the consumer
from the failure of two
underwriters. Underwriters
were ordered to stop
collecting the surcharge as

of Dec. 31, 2016.

The FOIR has required
all underwriters to collect a
surcharge of $3.28 on all
title policies to support the
receiverships of National
Title Insurance Co. and
KEL Title Insurance Group.
National Title was ordered
into receivership in 2009,
while KEL was ordered into
receivership in 2012.

RynohLive Integrates With E-Closing,

Close IT Plus

RynohLive has integrated
with E-Closing, a web-
based closing and title
processing software.
E-Closing allows users to
manage all aspects of the
closing process from order
entry to discharge tracking.
The software is used to
handle both residential
and commercial real estate
closings. As a result of the

partnership, E-Closing users

will be able to use and
benefit from RynohLive’s
features, including daily
three-way reconciliation.

RynohLive also integrated
with settlement software
Close IT Plus, a product of
REMMIS Consulting Inc.
that enables its users to
simplify and automate their
workflow with a variety of
features.
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Wyoming DOI Issues Guidance on Underwriting
Standards, Records Retention

The Wyoming
Department of Insurance
on Nov. 28 issued
guidance regarding
underwriting standards and
records retention for title
agents and underwriters.

The memorandum
references Wyoming
statute § 26-23-308, which
states:

“No title insurance policy
as to property in this state
shall be written unless it
is based upon adequate
evidence of the current
condition of title certified in
writing as of the date of the
policy ... .”

The department said the
statute requires that the
file for any title insurance
policy issued on property in

Wyoming contain a written
certification as to the status
of title as of the date of

the closing on the sale or
transfer of the property. The
certification can be signed
by either an attorney or by
someone qualified to act
as an abstracter pursuant
to Wyoming Statute § 33-
2-101.

The memorandum also
reminds title companies
that the statute requires
the retention of documents
for at least 15 years after
the title insurance policy
has been issued. The
evidence of examination of
the title and determination
of insurability includes the
written certification.

California Title Company Wrongly Named in

Dismissed Class Action

A class-action lawsuit
filed against a California-
based title company
for allegedly making
telemarketing calls to a
consumer registered on
the National Do-Not-Call
Registry has been dropped
by the plaintiff.

According to a notice of
voluntary dismissal without
prejudice filed with the
U.S. District Court for the
Central District of California,
the plaintiff brought the
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case against the wrong
company.

Brock Meintel of Laguna
Hills, Calif., had filed a class
action Sept. 8 on behalf
of others similarly situated
against Nations Title Co.
of California. The lawsuit
accused the title company
of using an automatic
telephone dialing system
to call the plaintiff on his
cell phone and solicit the
purchase of its services.

Freddie Mac Publishes List of Approved

E-mortgage Vendors
In an effort to expedite
and streamline the
mortgage process by
encouraging the use of
digital documents, Freddie
Mac has published a list
of companies that meet its
requirements for creating,
signing and storing
electronic promissory
notes. Commonly called
e-notes, they detail the
repayment obligation of the
borrower to the lender.
Freddie Mac began
actively purchasing
e-mortgages from seller/
servicers in 2005. Today,
it regularly purchases
e-mortgages and accepts
many electronic documents
used in initial disclosures
and electronic closings,
such as loan applications

and IRS forms.

The companies listed
have completed Freddie
Mac’s full approval process
and meet the technical
requirements to create,
sign and/or store e-notes:

e Digital Delivery

* eSign Systems

* Fiserv

* Pavaso

Two additional
companies—DocMagic
and eOriginal—have
provisional approvals as
they go through the full
review process.

Companies that would
like to be approved to
provide e-mortgage
solutions should email
eMortgage_Team@
FreddieMac.com.

Incenter Acquires Boston National

Incenter LLC, a provider
of capital markets and
fulfillment services
for mortgage lenders
and specialty finance
companies, has acquired
Charlotte, N.C.-based
Boston National. The terms
of the transaction were not
disclosed.

“As we look to expand
our end-to-end solution for
our clients, we constantly
seek opportunities to
bolster our capabilities
through the addition of

top-tier talent and, when
it makes sense, through
acquisitions like this one,”
said Nick Smith, president
of Incenter.

John Keratsis, chief
executive officer of Boston
National, will join Incenter.
He will focus primarily on
the strategic integration
of the title and settlement
process with Incenter’s
other service offerings
to continuously optimize
mortgage lending for
productivity and profitability.
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Missouri Land Title Association Names

Title Person of the Year

During its
2016 Annual
Convention,
the Missouri
Land Title
Association (MLTA)
awarded Cheryl Cowherd
NTP the Jack Flippo Title
Person of the Year Award.
The award recognizes
individual outstanding
achievements in the title
profession.

“It is a huge honor, and |
was completely surprised
and overwhelmed,”
Cowherd said. “l was
surprised enough to be
almost speechless, which
as everyone knows,
doesn’t happen very
often. From the people
| worked with at my first
job at Community Title in
St. Louis to Chicago Title
and Agents National, |
have learned and continue
to learn so much. Even
more important than title
insurance, | have made
lifelong friends —friendships
that go way beyond
‘work."”

Cowherd is senior
underwriting counsel
for Agents National Title

Insurance Company.

She has been in the title
insurance business for over
20 years, with extensive
experience in many
aspects of the industry
including underwriting,
search, exam and escrow
(both commercial and
residential).

In addition to being an
ALTA member, Cowherd
serves on ALTA's Title
Counsel and Education
committee. She also is a
member of the Missouri
and Kansas land title
associations, the Missouri
Bar Association, the
Kansas City Metropolitan
Bar Association and the
Association of Women
Lawyers.

“Cheryl is so deserving
of this award,” said Mary
Jo Edmiston, president
of MLTA. “She is truly
dedicated to this profession
and has always made
herself available to assist
our association by serving
on various committees,
teaching at our Title
School, seminars and
webinars.”

WFG National Title Grows Arizona Operations

WFG National Title
Insurance Co. recently
named Sharon Grannis as
state manager for its retail
title operations in Arizona.
WEFG also appointed Al
Willey as its vice president
of escrow operations in
Arizona. Grannis, who has
over 30 years in the title and
settlement services industry,
will be charged with the
operational leadership and

market growth of WFG’s
retail operations across
the state. She began her
career with California Land
Title. Willey comes to
WFG with over 40 years of
experience in the title and
escrow business. Over
the course of her career
with several large Arizona
title companies, she has
worked in all phases of the
industry.

Fidelity National Title Group Names New Jersey

State Manager

Fidelity National Title
Group recently named
Lisa J. Aubrey as vice
president and New Jersey
state manager. She has
23 year’s experience in the
title industry, with agency
operational experience
in both New York and
New Jersey. Aubrey, who
joined Fidelity National
Title Group as assistant

state agency manager for
New Jersey in July 2015,
is an active member of
the New Jersey Land Title
Association (NJLTA) and
ALTA. She recently served
as president of the NJLTA
for the 2015-2016 term
and continues to serve on
committees for both NJLTA
and ALTA.

Stewart Hires Vice President of Marketing

Stewart has hired Rose
Menker as vice president
of marketing. In this role,
she will drive business
growth by leveraging
customer insights,
creating and executing
customer segmentation

and marketing strategies
to enhance the customer
experience. Menker
previously served as
executive director of
marketing and technology
at the Edge Group.
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the last word

Time to Reinvent Yourself?

hen thinking of innovation, many immediately think of start-ups and
technology firms, and how they can transform an industry. The great
advances coming from the technology sector are deserving of the interest,
but only focusing on this innovation is misplaced.

A perfect example of this has been the resurrection of Domino’s Pizza. When
Patrick Doyle was named CEO in 2010 of the 56-year-old company, its stock was
mired below $10 per share. In just six years, Domino’s became the second-largest
pizza chain in the world with a stock price approaching $160. What happened?
According to a recent Harvard Business Review article on the once-torpid pizza joint,
Doyle embraced innovation. How he did it is a great lesson, however.

As Doyle and his team tell it, the key to this growth was to first have a clear
purpose and mission. Second was reinvigorating the brand. At its core, Domino’s
is in the pizza-delivery business. Focusing on this fact led the company to two
conclusions. First, they focused on how to make the process for ordering and
tracking the delivery of a pizza easier. Second, they improved their product, focusing
on what customers actually wanted. It would be interesting to apply this thinking to

our industry.

During your next staff meeting, ask your team this question, “What business are
we in?” Have them write their answers down on sticky notes and place them on a
whiteboard or wall. The wide variety of answers might surprise you. Next, ask your
team a variation of the same question: “What does our customer expect from us?”
The alternate wording will change the focus from how you see your business to how
your customers see it. I guarantee it will lead to different answers. When all is said
and done, you'll probably find that both you and your customers should agree on your
business goals. They’ll probably include:

« Protecting property rights

o Title searching and examination

o Peace of mind

o Safe and eficient transfer of real estate

If your company needs to reinvent itself, try focusing on things you control instead
of items that require coordination with your partners. The goal is to identify little
changes to your process that can simplify your work while improving your customers’
experience. Focusing on little details—like improving the quality of pizza sauce—can
lead to exponential growth and change in consumer perception over time.

— Daniel D. Mennenoh ITP, NTP, ALTA president
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Choose the best, choose SoftPro. With efficiency-driven technologies such as automation,
management dashboards, reporting, hyperlinks, and more, SoftPro allows you to easily manage
your business, while boosting revenue. It conforms to the latest regulations and ALTA’s Best
Practices so you can keep compliant in our ever-changing industry, yet is also fully customizable
and scalable so you can work the way you want. Sit back, relax and let SoftPro manage your

®
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ALTA Unveils New Conference
“Springboard is our vision for

Looking around at the businesses of all that we can do together—
today and the changes they’re making as your association, as a
to succeed tomorrow, we know this is company, as a community of
our opportunity to invest in lasting experts and as the protectors
improvements. Telephones, taxis and of property rights.”

hotels have turned into Skype, Uber and

AirBnB. It’s time to approach the industry - Michelle Korsmo,

in a bold and innovative way. ALTA’s chief executive officer




