
Plain Language

Plain English in Title Insurance Policies

By Ronald E. HodessOn June 1, 1987, the American
Land Title Association (ALTA)
issued its revised plain language

residential title insurance policy for
use by its member title companies.
The plain language policy represents
an attempt by ALTA to make the stan-
dard owner's policy understandable to
the residential owner without substan-
tially changing policy coverage.

The plain language policy consists
of the Owner's Information Sheet, Ta-
ble of Contents, Owner's Coverage
Statement, Covered Title Risks, Com-
pany's Duty to Defend Against Court
Cases, Schedule A, and Schedule B-
Exceptions, Exclusions and Condi-
tions. The standard owner's policy, on
the other hand, contains no explana-
tory provisions or table of contents,
and consists mainly of fine print. The
residential owner will find that the
easy-to-read format and straightfor-
ward definitional section make the
plain language policy a friendlier doc-
ument. However, closing agents, bro-
kers, attorneys, lenders, and title
agents already familiar with the stan-
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dard owner's policy might find the
plain language policy foreign until its
use increases. This reluctance to use
the plain language policy should be
overcome because (1) the form of title
insurance commitment which is cur-
rently in use (or as slightly modified)
will generally be issued before issu-
ance of the plain language policy, and
(2) the plain language policy is not
radically different from the standard
owner's policy.

The plain language policy is used
significantly in at least twenty-two
states, including California, Connecti-
cut, Massachusetts, Missouri, and
Wisconsin, according to Clifford Mor-
gan of First American Title Insurance
Company in California. In Michigan,
the plain language policy is not being
used. The primary reason is that peo-
ple are generally unaware of it. An-
other reason is that each title company
is required to obtain prior approval of
its forms from the Michigan Depart-
ment of Commerce Insurance Bureau.
A number of Michigan title underwrit-
ers are authorized to issue the plain
language policy and will do so on re-
quest. For instance, Minnesota Title
Insurance Company recently received
approval from the Michigan Insurance
Bureau to use the plain language pol-
icy. "We are advocating use of the 1987
ALTA plain language form in Michi-
gan," says John E Rohe, Associate State
Counsel for Minnesota Title. Other
underwriters may be less willing to is-
sue the plain language policy because
they feel that the standard policy is
adequate and that interest in the plain
language policy is low.

There are several substantive differ-
ences in the insurance coverages be-
tween the plain language policy and
the standard owner's policy. For in-
stance, part 12 of the Covered Title
Risks in the plain language policy cov-
ers against the forced removal of an
existing structure (other than a bound-
ary wall or fence) if it violates an exist-
ing zoning law. This coverage is not
provided for in the standard owner's
policy The plain language policy also
covers risks from "other defects, liens
or encumbrances." This broad state-
ment could be a basis for claiming
coverage which is beyond the coverage
of the standard owner's policy Also,
the plain language policy specifically
covers the reimbursement of rent for
reasonable substitute facilities if the
property cannot be used because of a
title claim.

In addition, the plain language pol-
icy does not contain the standard ex-
ceptions to coverage which are gen-
erally found in Schedule B of the
standard owner's policy. These excep-
tions are for parties in possession not
shown of record, matters that would
be disclosed by a survey, mechanic
liens not of record, dower rights, and
building and use restrictions not of
record. Title insurers, however, may
limit coverage by showing specific
matters as exceptions on Schedule B-I
of the policy

For the most part, the remaining
terms and conditions of the two pol-
icies coincide point for point. How-
ever, because of the above differences,
the owner will receive slightly broader
coverage from the plain language
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policy. More importantly, because the
plain language policy is directed at
the consumer, the courts could be in-
clined to construe provisions in a way
that would protect the consumer's best
interests.

The plain language policy will re-
main unused in Michigan until there
is sufficient demand. Real estate bro-
kers and salespersons, residential
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property sellers, attorneys, lenders,
and other persons who order title in-
surance will be instrumental in pro-
moting the plain language policy. The
benefits to residential property own-
ers are threefold. First, as mentioned,
residential owners will receive greater
coverage from the plain language pol-
icy. Second, residential owners will
have a better understanding of what ti-
tle insurance is and, more importantly,
what title insurance is not. Third, resi-
dential owners will be in a better posi-
tion to evaluate a possible title claim
and to increase their awareness of ti-
tle matters. Michigan title companies
could also benefit from the plain lan-
guage policy by using it as a market-
ing tool, by avoiding frivolous claims
and promoting a better understanding
of the policy, and by increasing reissue
business.

n summary, the residential plain
language title insurance policy is a
first step taken by ALTA to better

serve residential owners with a policy
that is easier to understand than the
existing standard owner's policy. The
plain language policy contains a num-
ber of substantive changes in coverages
that benefit the owner even though
they do not greatly increase the own-
er's coverage. If title orders begin to
reflect a desire for the plain language
policy, it will become more common
to the benefit of all residential owners.
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