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INTRODUCTION TO

The CLTA/ALTA Homeowner’s Policy of Title Insurance

The Homeowner’s Policy of Title Insurance is an expanded coverage policy that is available to individuals (including their trusts) covering property that contains a one to four family residence. The CLTA Homeowner’s Policy and the ALTA Homeowner’s Policy are identical. The word “Homeowner’s” in the name distinguishes the policy from other forms of title insurance.  The policy contains 29 affirmative coverages set out on the jacket.  It is available on improved land containing a one to four family dwelling.  The insured must be a natural person.  The policy must also contain Schedules A and B, the contents of which are set out below.

SCHEDULE A:

Contains a chart of the deductibles that apply to Covered Risks 14, 15, 16 and 18.  The chart also specifies the maximum policy liability for each of these coverages.

Contains the Street Address of the Land.

Contains the name of the insured in whom the insured interest is vested, and must include the full vesting.  

Contains the estate or interest in the land which is covered by the Policy and which is vested in the Insured.

Contains the full legal description, including county and state, as set forth in the deed to be insured.  The policy description should not set forth "catch-all" language, i.e., "together with all easements, rights, appurtenances, ways, watercourses, etc."

SCHEDULE B:
Contains the property specific exceptions such as taxes, recorded easements, cc&r’s, trust deeds, liens, agreements, etc.

Underwriting concerns:

As with the ALTA-R Policy, just taking an exception in Schedule B to a matter is not sufficient to limit or exclude coverage for loss or damage related to that matter.  Therefore, the exceptions set out in this section of the California Title Code Manual are extremely important.

Rights of Parties in Possession:

Since we are insuring single-family residences, there is usually no need to include exceptions with regard to the rights of parties in possession.  If, however, the title officer is aware of parties in possession other than the record owners, use HO 1.

In the case of two-to-four family units, use HO 1.  If you know that they are vacant, you may omit this exception.  If the parties in possession are renters only, with no option to purchase, use HO 1, adding “as tenants only”.

Survey matters:

If it is necessary to show a survey exception, use HO 3.  This may be eliminated upon the making of an inspection and the possession of a satisfactory survey in compliance with normal survey requirements.

If inspection/survey shows violations of zoning or encroachments, show HO 6.

Improvements constructed without proper permits:

Since the policy provides coverage for forced removal of improvements or portions thereof which have been constructed without building permits if you become aware of such a situation, an exception must be made.  Use Code HO 4 for this purpose.

Access coverage problems:

The policy provides greatly expanded coverage for access.  Care must be taken where access (i.e. actual physical vehicular and pedestrian access) is a problem.  Use Code HO 5 to eliminate access coverage.

Subdivision Map Act Problems:


You may consider using the HO 7 Code to eliminate the coverage.  You should consult with an ATO, CTO or counsel on this issue.

OTHER THINGS TO REMEMBER:

You do not need to use the standard exception for supplemental taxes, TX 3, with this policy.  The coverage afforded for supplemental taxes is contained in Covered Risk 24.

Consider issuing the ALTA – R or CLTA Standard Coverage Policy if you find that you will use two or more of the HO Codes.

Reference:
Bulletin 99-04 Inspections and Homeowner’s Policies

Outline of Coverages

The following is an outline of the affirmative coverages afforded by this policy. 
	Basic coverage

Future title defects

Liens

Encumbrances

More basic coverage

Actual access

CC&R violations

Subdivision violations

Building permits

Zoning violations

Encroachment of insured’s structures

Encroachment of neighbor’s structures (sale falls through)

Encroachment onto easement or setback
103.1 endorsement

Exercise of mineral rights

Discriminatory covenants

“Escape assessments”

Neighbor’s post-policy encroachments

116 endorsement

Map

Eternity and

Additional insureds

Inflation


	1. Someone else owns an interest in Your Title.

2. Someone else has rights affecting Your Title arising out of leases, contracts, or options.

3. Someone else claims to have rights affecting Your Title arising out of forgery or impersonation.

4. Someone else has an easement on the Land.

5. Someone else has a right to limit Your use of the Land.

6. Your Title is defective.

7. Any of Covered Risks 1 through 6 occurring after the Policy Date.

[This means that for the first time, the policy covers post-policy adverse possession, prescriptive easements and recorded documents mistakenly or intentionally containing a description of the insured’s land.]

8. Someone else has a lien on Your Title, including a:

a. Mortgage;

b. judgment, state or federal tax lien, or special assessment;

c. charge by a homeowner’s or condominium association; or

d. lien, occurring before or after the Policy Date, for labor and material furnished before the Policy Date.

9. Someone else has an encumbrance on Your Title.

10. Someone else claims to have rights affecting Your Title arising out of fraud, duress, incompetency or incapacity.

11. You do not have both actual vehicular and pedestrian access to and from the Land, based upon a legal right.

12. You are forced to correct or remove an existing violation of any covenant, condition or restriction affecting the Land, even if the covenant, condition or restriction is excepted in Schedule B. However, You are not covered for any violation that relates to any obligation to perform maintenance or repair on the Land, or relates to environmental protection of any kind or nature, including hazardous or toxic conditions or substances, unless notice of the violation is recorded in the Public Records.

13. Your Title is lost or taken because of a violation of any covenant, condition or restriction, which occurred before You acquired Your Title, even if the covenant, condition or restriction is excepted in Schedule B.

14. Because of an existing violation of a subdivision law or regulation affecting the Land:

a. You are unable to obtain a building permit;

b. You are forced to correct or remove the violation; or

c. someone else has a legal right to, and does, refuse to perform a contract to purchase the Land, lease it or make a Mortgage loan on it.

d. The amount of Your insurance for this Covered Risk is subject to Your Deductible Amount and Our Maximum Dollar Limit of Liability shown in Schedule A.

15. You are forced to remove or remedy Your existing structures, or any part of them — other than boundary walls or fences — because any portion was built without obtaining a building permit from the proper government office. The amount of Your insurance for this Covered Risk is subject to Your Deductible Amount and Our Maximum Dollar Limit of Liability shown in Schedule A.

16. You are forced to remove or remedy Your existing structures, or any part of them, because they violate an existing zoning law or zoning regulation. If You are required to remedy any portion of Your existing structures, the amount of Your insurance for this Covered Risk is subject to Your Deductible Amount and Our Maximum Dollar Limit of Liability shown in Schedule A.

17. You cannot use the Land because use as a single-family residence violates an existing zoning law or zoning regulation.

18. You are forced to remove Your existing structures because they encroach onto Your neighbor’s Land. If the encroaching structures are boundary walls or fences, the amount of Your insurance for this Covered Risk is subject to Your Deductible Amount and Our Maximum Dollar Limit of Liability shown in Schedule A.

19. Someone else has a legal right to, and does, refuse to perform a contract to purchase the Land, lease it or make a Mortgage loan on it because Your neighbor’s existing structures encroach onto the Land.

20. You are forced to remove Your existing structures because they encroach onto an easement or over a building set-back line, even if the easement or building set-back line is excepted in Schedule B.

21. Your existing structures are damaged because of the exercise of a right to maintain or use any easement affecting the Land, even if the easement is excepted in Schedule B.

22. Your existing improvements (or a replacement or modification made to them after the Policy Date), including lawns, shrubbery or trees, are damaged because of the future exercise of a right to use the surface of the Land for the extraction or development of minerals, water or any other substance, even if those rights are excepted or reserved from the description of the Land or excepted in Schedule B.

23. Someone else tries to enforce a discriminatory covenant, condition or restriction that they claim affects Your Title which is based upon race, color, religion, sex, handicap, familial status, or national origin.

24. A taxing authority assesses supplemental real estate taxes not previously assessed against the Land for any period before the Policy Date because of construction or a change of ownership or use that occurred before the Policy Date.

25. Your neighbor builds any structures after the Policy Date — other than boundary walls or fences — which encroach onto the Land.

26. Your Title is unmarketable, which allows someone else to refuse to perform a contract to purchase the Land, lease it or make a Mortgage loan on it.

27. A document upon which Your Title is based is invalid because it was not properly signed, sealed, acknowledged, delivered or recorded.

28. The residence with the address shown in Schedule A is not located on the Land at the Policy Date.

29. The map, if any, attached to this policy does not show the correct location of the Land according to the Public Records.

30. This policy insures you forever, even after you no longer have your title. You cannot assign this policy to anyone else. This policy also insures: (1) anyone who inherits your title because of your death; (2) Your spouse who receives your title because of dissolution of your marriage; (3) the trustee or successor trustee of a trust to whom you transfer your title after the policy date; or (4) the beneficiaries of your trust upon your death.

This language is actually found in Paragraph 2 of the Conditions of the Policy.

31. The Policy Amount will increase by ten percent (10%) of the Policy Amount shown in Schedule A each year for the first five years following the policy date shown in Schedule A, up to one hundred fifty percent (150%) of the Policy Amount shown in Schedule A.

This is found in Paragraph 9 of the Conditions of the Policy.


Deductibles and Liability Limits

This is a new concept in the industry.  We have never before had deductibles in policies, nor have we had specific coverages limited by any amount other than the limits of the policy, or the actual loss.  The deductibles apply to the specific coverages set out in the chart below.  This chart appears in Schedule A of the Policy.  The deductibles may not be waived or changed without express approval of a Regional Underwriter.  It is unlikely that any waiver or change will be granted.

	Coverage
	Your Deductible Amount
	Maximum Policy Liability



	Covered Risk 14

(Subdivision Law Violation)
	1% of Policy Amount

or

$2,500 (whichever is less)


	
$10,000

	Covered Risk 15

(Building Permit)
	1% of Policy Amount

or

$5,000 (whichever is less)


	
$25,000

	Covered Risk 16

(Zoning)
	1% of Policy Amount

or

$5,000 (whichever is less)


	
$25,000

	Covered Risk 18

(Encroachment of Boundary Walls or Fences)
	1% of Policy Amount

or

$2,500 (whichever is less)
	
$ 5,000


HO  1
Rights of Parties in Possession

(Not Public Record)

___.  Any rights, interests or claims of the parties in possession of the land based on an unrecorded lease or disclosed by an inspection or survey of the land.   The coverage under Paragraph 2 of Covered Risks of this Policy is hereby expressly limited.
HO  2
Easements or Liens
(Not Public Record)

___.  Easements or liens which are not shown by the public records.   The coverage under Paragraphs 4, 20 and 21 of Covered Risks of this Policy are expressly limited by this exception.

HO  3
Facts Disclosed by Survey

(Not Public Record)

___.  Discrepancies, conflicts in boundary lines, shortage in area, encroachments, or any other facts which a correct survey would disclose, and which are not shown by the public records.  No coverage under Paragraphs 18, 19, 20, 21 and 25 of Covered Risks of this Policy shall be afforded for this matter.

HO  4
Improvements without permits

(Not Public Record)

___.  Any rights, interests or claims that may exist or arise by reason of the fact that a portion of the improvements known as a _______________________ situated on the Land may have been constructed without a building permit, said fact having been disclosed to the Company. No coverage under Paragraph 15 of Covered Risks of this Policy shall be afforded for this matter.

HO  5
Deletion of Access Coverage

(Not Public Record)

___.  Lack of a right of access to or from the land.  No coverage under Paragraph 11 of Covered Risks of this Policy is afforded for this matter.
HO  6
Specific Survey Matter

(Not Public Record)

___.  Any rights, interests or claims which may exist or arise by reason of the following matters disclosed by an inspection or survey:

No coverage under Paragraphs 16, 18, 19, 20 and 21 of Covered Risks of this Policy shall be afforded for this matter.

HO  7
Deletion of Subdivision Map Act Coverage

(Not Public Record)

___.  Any loss or claim that may arise by reason of the fact that the Land as described herein fails to comply with the provisions of the California Subdivision Map Act (Government Code Sections 66410, et seq.) and any local subdivision ordinances. 

The coverage under Paragraph 14 of Covered Risks is specifically removed by this exception.  The coverages under Paragraphs 5, 16 and 17 of Covered Risks of this Policy are expressly limited by this exception.
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