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DISCLAIMER

The information contained herein was contributed by various members of the New Mexico
Land Title Association as a general description of the industry and how it operates and is
not meant to set any guideline for procedures or standard of care for the industry. This
White Paper is provided for informational purposes only. This information does not reflect
an intention to conduct a transaction or to make an agreement. Nothing contained herein
shall satisfy the requirements for a writing and nothing contained herein shall constitute a
contract.

This document is for informational purposes only. This information does not reflect an
intention to enter into any contract nor does this document constitute a contract. Nothing
contained in this document is intended to expand, limit, amend, waive, substitute, alter or
interpret coverage under any policy of title insurance or any endorsement to any policy of
title insurance.
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NEW MEXICO TITLE COMPANIES. TITLE AGENTS, TITLE POLICIES AND TITLE
PLANTS

The title insurance industry in New Mexico is made up of businesses whose owners and
employees live in the county in which the company operates. Currently, there are about 96 New
Mexico Title Agencies located in 53 communities. These companies support about 5,000 New
Mexico residents with an estimated annual payroll (salary and benefits) of over $72 Million.

Title agents are limited to doing business in the county in which they maintain a title plant.

A title plant is the company’s records - an extensive, organized collection of information about
the real property in that county, plus volumes of other pertinent information. To qualify as a title
plant for issuing title insurance, New Mexico law requires the title insurance agent to maintain or
have control or access to at least 20 years of geographically-indexed records and to keep the
information current. Some title companies maintain their own archives, while others maintain
in-house information and supplement it by leasing or sharing information with another title
company. In this way they meet the 20 year requirement for their own title plant. All title plants
are subject to inspection by the Department of Insurance before a company is licensed and later
at any interval the Department of Insurance deems appropriate.

A insures the insured (the buyer or the lender) as of the date of the policy
against loss or damage (not exceeding the amount of the policy) sustained by the title being other
than as stated in the policy, a defect or lien or encumbrance on the title, unmarketability of the
title and lack of right of access to and from the land subject to the Conditions and Stipulations of
the policy, and the Exclusions from Coverage and Exceptions stated on the policy. The title
insurer (the underwriter) also will pay the costs, attorney fees and expenses incurred in defense
of the title to the extent provided in the Conditions and Stipulations in the policy.

The premium for an owner’s policy of title insurance is a one-time charge, paid at closing. In
most cases in New Mexico, the total title company cost (including title commitment, title
insurance policy premiums, endorsements to the title insurance policy and the escrow closing
fees) is less than 1% of the property’s purchase price. It is possible for owners to increase their
title insurance coverage subsequent to the issue of the policy if the value of their property
increases. This is done by endorsement and there is a premium for the additional coverage.

If the property owner/insured refinances the property, there is a new policy to insure the lender
on the new mortgage. A new title process and closing must be initiated and a premium is paid
for the new policy for the lender on the new mortgage. New Mexico regulations allow for up to
a 60% discount on such premiums.

New Mexico title agents issue policies on behalf of regional and national title insurance
companies, or underwriters. There are no New Mexico underwriting companies. Each policy is
backed by the strength of a national or regional company. The financial strength of the
underwriter is available to clients if they request such information, and information is available
at the New Mexico Department of Insurance.



Handling a Residential Sale, Step by Step

The title agent enters an order for title insurance services as soon as a Purchase Agreement is
executed by the parties and delivered to the title agent. This usually comes to the title agent
through a real estate agent, or when there is no real estate agent through the buyer or seller of the
property or through an attorney representing one of the parties.

The purchase agreement is generally ten or more pages of fine print, plus any number of addenda
pages. These agreements vary because most of the terms are negotiable.

The receipt of the Purchase Agreement initiates the process in the title company. Once received,
a title company staff person extracts all of the information from the Purchase Agreement to open
the order and start the process. At a medium to large company, several people would be
involved in the transaction. It may be sent to the title, escrow and accounting staff or
departments who begin to work on the new account simultaneously. A more detailed
explanation of the role of each of these departments follows:

The Title Department

The purpose of the title search is to determine the status of the title so that a policy may be
issued. The title examiner determines the actual ownership of the property and what in the
public record - in the way of liens, easements, patents from the government, civil court actions or
taxes and assessments- might in any way effect the title to the property.

To determine the status of title, the title researcher goes through several steps using many
resources, both in-house and outside the company. The goal in this research initially is to find a
Basis of Title; that is, the point up to which a title is clear.

e To getto a basis point and investigate all title activity after that point, a researcher would
most likely go to the title plant for records. A typical title plant is a combination of index
cards and Tract Books, typed or manually written; microfiche; microfilm; plats of survey;
and computer files created by the company from a variety of sources. By reviewing all
these sources, the researcher is generally able to reach a Basis of Title point. Few chains
of title are clear cut and most require manual handling. Few chains of title are perfect.
According to the American Land Title Association, approximately 33% of properties
have title issues that must be addressed in the transaction process.

*An is a compilation of the recorded documents relating to a parcel of land, from
which an attorney may give an opinion letter concerning the status of the title. This lacks
the indemnity feature of a title insurance policy.

e Review of an in-house computer printout on the property (by Lot and Block Number or
other designation) would be the examiner’s next step. A search would probably show
several pages or in some instances, many pages. These must be viewed with a
knowledgeable eye trained to note gaps and to select the particular items which require
the documents to be reviewed or require some additional research.



e Investigation of court documents will be the next step in the examination of title. Not all
documents that affect title are to be found in the county clerk’s office. The researcher
must be on the lookout for court actions that affect title, such as foreclosures, divorce
actions, probate, quiet title suits, condemnation actions, easement and boundary dispute
cases, bankruptcy and other lawsuits. Most of these cases will have to be read and
examined. Each different situation may require other corrective action.

e Investigation of gaps in the information will be required. If, for example, a wrong lot
number or a wrong section or township is written on a deed, it might not show up in the
right place in the title company’s geographically indexed title plant, resulting in a gap in
the title information. Doing the detective work to discover what the problem is and how
it can be corrected may delay the process.

e The examiner will create a list of the persons or entities who have had an interest in the
property and will search and cross check the names. This may include owners, lessees,
mortgage companies, banks, special masters (assigned during foreclosures or other court
procedure) and governmental agencies. All of these names are then checked in the title
company’s files for any actions that might affect them as individuals, such as divorce,
bankruptcy, etc. In New Mexico a search under a name such as Joe Baca, for example,
can call up several pages of records of individuals with that name, all of which must be
investigated for applicability. Similarly a bank name will have pages of available
information that must be waded through and evaluated. Names that are fitted to the chain
of title are then examined for various types of liens, each of which has its own “life” or
statute of limitations.

e Documents pertaining to the final list of persons described above must be actually viewed
and read and examined to determine that they have been properly signed and
acknowledged.

e Property tax records must be researched and examined as well as restrictive covenants
placed on the property.

e Plats of survey of the property must be examined. It is important that the description
being insured agrees with the recorded plats of survey. In addition, plats of survey
contain valuable information such as dedications, rights of way easements, drainage
easements, utility easements, set back requirements and often restrictive covenants.

This information is compiled and used to complete the title insurance commitment. The title
commitment tells the buyer and seller that it will insure the title provided certain corrective
measures are taken. It contains a disclosure of the ownership of the property, the legal
description of the property, the final conditions needed for issuance of the policy and the
exceptions that will be made to the title to the property.

The commitment is sent to the buyer along with copies of the documents mentioned in the
commitment that will be cited in the title insurance policy such as easements, restrictions and



covenants. A Notice to Purchaser Insured is sent to the buyer disclosing additional title
insurance available. The real estate agent receives a copy of the title commitment, and the lender
receives an original title commitment relating to its potential loan to the buyer.

The time from Purchase Agreement to commitment depending on the research and the
complexity of the title, is generally three to five days.

Acting as Escrow Agent

Acting as escrow agent is a large part of the title agent’s function. Simultaneous with preparing
the title commitment, the escrow side of the title agent conducts its own research, works to make
sure all paperwork is in order, and eventually pays all bills related to the transaction.

e The escrow closing officer sets up an earnest money account. The earnest money paid
by the buyer is either held by the real estate broker or the title company. If held by the
real estate broker, the title company keeps a copy of the check. If held by the title
company, an account is set up for the transaction.

e |f the transaction calls for a real estate contract or other owner financing, the closing
officer will set up an escrow account with an independent escrow company or a bank that
handles seller financing accounts.

e The escrow closing team researches the liens. The escrow department supplements the
title department in researching city records for non payment of special assessments or
impact fees for paving, water and sewer, etc. In some cities, water bills may become a
lien and therefore they are researched and in some eases, prorated.

e The payoff figures for all matters required to be paid in the title commitment are
assembled by the escrow closing department. These include payoffs for all mortgages,
tax liens, judgments liens, and sometimes even credit card debts arc paid at closing
pursuant to a lender’s requirements.

e Surveys are usually ordered by the escrow closing department. The timing is important.
After receipt the survey will be returned to the title examiner to be examined to make
sure it is the property described in the title commitment. The examiner will also check
the survey for encroachments, overlaps, violations of set backs and restrictive covenants
(to the extent it may be determined from looking at the survey), easements and other
matters that may affect the title to the property.

e Preparing for closing requires an orchestration of all the parties, the arrival or
preparation of the documents (which may require an examiner to double check in some
instances), contingency reports, and coordinating the arrival of all the funds required for
closing and making sure there are available funds.



The loan package from the lender is generally 1 to 2 inches thick and is often sent via
electronic methods such as email and the internet. [Title companies throughout the state
have spent millions of dollars in the past few years to keep the sophistication of their
information systems up to date to expedite this process.] Much of the loan package is
documentation the lender requires the title company representative to fill out. The
Lender’s Instructions are included with the package and must be reviewed by the Escrow
Officer and Technician as they provide details on exactly how the loan portion of the
closing must be conducted as well as title insurance requirements. These instructions can
be from a few pages to 20 or 30 pages in length. The title company works with the lender
in preparing for closing and funding of the loan.

The escrow closing department prepares the closing statement or settlement statement
which is an itemized list of all costs and allocations to the buyer and seller.

Altogether, closing fees generally total about 10 per cent of the value of the property. The list of
closing fees generally includes the real estate agents’ commissions (usually 6% of the total price
plus New Mexico gross receipts tax), homeowners’ insurance, the closing fee (the administrative
charges by the title company), the commitment premium ($50), the premium for title insurance,
the cost of special assessments search (charged by some cities), the recording fees (charged by
the county), survey fees, fees for various reports, legal fees, and lender fees. The title company
typically receives less than 1% of the value of the property for its total closing costs, which pays
for its administrative fees, the title commitment premium and the title insurance policy premium
(which is allocated between the underwriter and the agent according to percentages set by the
Superintendent of Insurance).

An experienced staff member of the title company, an escrow closing officer, handles
the closing, making sure all appropriate documents are signed and notarized and that the
monetary funds are collected.

After the Closing the title company handles several tasks:

Recording the Deed and Other Pertinent Documents. The title company’s courthouse
staff person takes pertinent documents to the courthouse to be recorded.

Filing the Required Real Property Transfer Declaration: The title company files the Real
Property Transfer Declaration, required by State Law, with the appropriate county
assessor’s office.

Setting up a trust and disbursing payments. The title company acts as an escrow agent by
putting the buyer’s money in a trust or escrow account and making payments to each of
the parties due money from the transaction, including the Realtor, the lender, the
homeowner’s insurance company, the city, and the title company itself. It cuts checks to
surveyors and exterminators (if called for in the purchase agreement) and might issue
checks for property repairs.




Preparing the actual title policy. The policy production department prepares the title
insurance policies which go to the buyer and to the lender.

Documenting the title search. All of the research done for this particular property and all
of the closing and accounting information may be microfilmed, filed in hard copy or
(most recently) scanned into a computer database that becomes part of the title
company’s plant, or archives.

Documents are distributed to proper parties. After recorded documents are received from
the county recorder’s office, they are distributed to the appropriate parties.

Reports and paperwork are filled out for the IRS.

An internal audit is performed to make sure all the proper steps in the process have been
completed.

The Staff Involved in a Typical Transaction

From the title company standpoint, a typical property transaction involves the skills of more than
a dozen people. Companies with smaller staff numbers may combine several of the tasks, but a
larger firm may have individuals for each of the following points in the process.

The person opening the order upon receipt of the purchase agreement
The title searcher

The title examiner

The courthouse searcher

The policy typist

The policy verifier

The officer signing off on the policy

The escrow officer

An escrow assistant/technician

A courier (to get documents to and from offices)

An accounting department

Administrators (who file documents with the IRS)

Data entry people (who copy the transaction documents for the title company’s own
archives and maintain the title plant used in the research)
Receptionist/Telephone Assistant

IT Specialists

Marketing Representatives

Most title companies employ experienced attorneys and research people, although many staff
members have started out in entry level positions and have become highly skilled and
knowledgeable working in this specialized field.



Staff members must be able to examine and analyze documents, recognize the significance of
events and translate codes. They must be able to recognize how far they can legally proceed
before calling for the services of an attorney.

Handling a Commercial Transaction

The details of handling a commercial transaction are similar to those outlined above for a non-
commercial transaction, only larger in scale on all levels.

Generally, there is more land involved, more people involved, more correspondence, more
paperwork, more liability, and the issues are more complex.

A typical closing involves the buyers and their attorneys, the sellers and their attorneys, the real
estate agents, the lender’s representative and the title company staff. The paperwork from a
hotel sale, for example, can fill several files with material. One closing might take several days.

Maintaining a Title Plant

All of the duties outlined in the above “Step by Step” section do not take into consideration the
time devoted to maintaining the records of the title company, known as the “plant”. Getting to
the point where information is retrievable is a labor-intensive process in and of itself.

While the title plant duplicates the content of what is public record, it is different because of the
way it is organized in the plant. It is collected, stored and organized by geographic information,
alphabetically by name, and by categories, such as grantor/grantee documents that date to the
1800s or earlier.

To maintain this system, which by law must span at least 20 years, a title company maintaining
its own archives in Bernalillo County has staff collecting and organizing nearly 1,000 pieces of
information daily.

A large firm, for example, might employ 7 to 8 people full time simply to deal with this task.
Because accuracy is critical, all data put into a company system is immediately double checked
for errors by a verifier in the title company.

The company purchases from the county copies of all documents recorded in the county clerk’s
office, which come in on a daily basis and are organized and typed into a computer system by the
title company itself.

Companies with computer systems enter information about every Lot and Block and many

unplatted tracts in the county into their system. These are “geographically indexed” by the title
company as required by law whereas these documents are filed by name in the county records.
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A staff member also checks daily new federal and state district court filings and creates a docket
of filings and pleadings that might affect property. In addition, a plant contains copies of the
plats filed in a given county, which may be on microfilm or full size and kept in large filling
cabinets. There are currently over 25,000 plats in Bernalillo County.

The Regulatory Process

The Title Insurance industry is regulated by the Superintendent of Insurance. The intent of the
regulation (Title Insurance Rules) is to provide for the protection of consumers and purchasers of
title insurance policies and the financial stability of the title insurance industry. Specifically,
New Mexico statutes require the Superintendent to promulgate rules and regulations which are
necessary to carry out the provisions of the New Mexico Title Insurance Law and to set rates that
are not excessive, inadequate or unfairly discriminatory while permitting a profit that is not
unreasonable in relation to the riskiness of the business of title insurance. The statute provides
for reserves for losses and loss expenses. It provides that title insurance will pay to cover the
expenses of the Title Insurance Division.

In order to accomplish the intent of the regulation, the Superintendent holds an annual Public
Hearing each November to consider the promulgation of premium rates, adoption of approved
policy forms, rules and other matters. Typically the hearing is divided so that rate and form (or,
coverage) matters are considered separately.

Agents and Underwriters are required to submit financial information reviewed by independent
Certified Public Accountants to the Title Insurance Division each year so that a thorough rate
analysis can be made and presented at the hearing. Proposals for other regulatory matters are
also considered and presented at the hearing. The industry and the State are actively involved in
the hearing process as well as other related industries. The date of the public hearing is
published and anyone can intervene or attend.

Annually, there is a complete escrow audit conducted by an independent Certified Public
Accountant to ensure that title companies throughout the state are utilizing proper procedures in
the handling of escrow funds. A report is generated by the Certified Public Accountant for each
title company and provided to the State for review. Any variance indicated in the report from the
Escrow Rules and Procedures in place is addressed by the Department of Insurance.

The Title Insurance Regulation also requires licensing and annual continuing education for its
insurance agents. This helps to raise the level of knowledge in the industry, thereby providing
added protection for the consumer.

Overall, the regulatory process is beneficial to the industry and consumer, alike. It forces the
industry to monitor its costs and does not allow for predatory pricing or gouging. It encourages
high quality work and holds the industry to a higher standard which is beneficial to the policy
holder.
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Comparison of New Mexico Premiums

New Mexico premiums are often incorrectly compared with the premiums charged in other
states. Unlike many states, premiums in New Mexico are The premium paid in
New Mexico includes the cost for the property, name and court searches, research of insurability,
review of surveys and examination. Many states may have a low title insurance premium but for
policies to be issued, the consumer must pay for a title search, the preparation of an abstract of
the title and must also pay an attorney’s fee to examine the abstract. In many instances, the
combined total of the affiliated fees and premium will exceed the charged
in New Mexico. All inclusive premiums are beneficial to the consumer in anticipating what cost
will be involved in their transactions. When comparing premiums with other states it is important
to obtain sufficient data so the comparison is “apples to apples”.

Additionally to obtain an accurate comparison it is very important to

provided by policies and endorsements. Certain states exclude coverages that can be obtained
through endorsements. In many instances, New Mexico policies provide additional coverage for
no extra premium or a nominal premium. Premiums for commonly issued endorsements should
be considered to obtain accuracy in a comparison. New Mexico provides for the consumer to
pay a nominal fee of $30.00 for a loan policy issued with an owner’s policy.
The New Mexico premium for a loan policy is the lowest of the
southwestern states with other states charging between $50.00 and $700.00 for the same policy.

New Mexico’s rules provide for on new owner’s policies issued when the title
agent is provided a copy of a policy issued to the current owner. New Mexico rules also provide
discounts for loan policies that are issued on transactions involving refinances of currently
insured mortgages. These substitution rates provide for discounts up to 60% which results in
New Mexico having some of the lowest, if not the lowest rates on refinances in the southwest.
An accurate comparison should

The New Mexico Land Title Association

The New Mexico Land Title Association (NMLTA) is non-profit organization comprised of 90
title companies throughout the State of New Mexico. The organization also has 14 underwriting
companies and 30 associates (related industry) as members. The purpose of the NMLTA is the
advancement of the science of evidencing title to real estate property and facilitating transfers of
title by working within established guidelines and ethical standards.

Specifically, the goals and objectives of the NMLTA are accomplished through the work of its
extensive Committee network.

establishes several programs throughout the year so that members are
kept current on title and escrow issues. Members are also afforded the opportunity to satisfy the
annual continuing education requirements.

is charged with representing the
Industry through the hearing process by analyzing regulatory matters, forms, rates and the like.
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The Legislative Committee is very active in the Legislative arena by monitoring bills, working
with Legislators throughout the State on industry related bills and in drafting and supporting
legislation which benefit the industry and its consumers.

LI oversees the running of scholarship funds
created and funded by members of the NMLTA. There are currently 12 endowments placed in
New Mexico communities. These endowments and other assets in the Chili Currier Scholarship
fund total over $300,000.00. With the help of the Legislature, the New Mexico Land Title Trust
Fund is also using interest earned on many of the escrow accounts at companies to fund further
endowments and scholarship monies which will benefit students throughout the state.

continues to help foster expanded technological resources for the
industry to help make the process more efficient for the consumer.

Overall, the NMLTA is a valuable resource for its members and consumers through their
expertise.

The New Mexico Land Title Trust Fund

The Title Industry in New Mexico was instrumental in the passing of legislation that created the
Land Title Trust Fund (LTTF) which is managed through the New Mexico Mortgage Finance
Authority (NMMFA) and provides a vehicle to fund affordable housing initiatives in the state.
Specifically, interest earned on trust accounts held by participating title companies and real estate
companies in the state is forwarded to the NMMFA on behalf of the LTTF. Those funds become
available for distribution to benefit affordable housing in the state through an application
process. In addition, a portion of the funds benefit students in the state through the Chili Currier
Scholarship Fund. To date, over $2,500,000.00 has been contributed to the LTTF which has
helped nearly 200 families achieve the American Dream of Home Ownership in the state.

DISCLAIMER

The information contained herein was contributed by various members of the New Mexico
Land Title Association as a general description of the industry and how it operates and is
not meant to set any guideline for procedures or standard of care for the industry. This
White Paper is provided for informational purposes only. This information does not reflect
an intention to conduct a transaction or to make an agreement. Nothing contained herein
shall satisfy the requirements for a writing and nothing contained herein shall constitute a
contract.

This document is for informational purposes only. This information does not reflect an
intention to enter into any contract nor does this document constitute a contract. Nothing
contained in this document is intended to expand, limit, amend, waive, substitute, alter or
interpret coverage under any policy of title insurance or any endorsement to any policy of
title insurance.
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