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Why Buy Title Insurance?
id you hear about 
the guy who went 

to Atlantic City and 
lost a bundle? Prob-
ably, but that’s only the 
beginning of this story. 
After discovering that 
a plum, a lemon and a 
bunch of grapes make 
a great fruit salad, but 
not much else, he de-
cided that refinanc-
ing the house that he 
owned with his wife 
would solve his casi-
no-induced financial 
woes.  

Needless to say, he 
didn’t want to tell his 
wife about the afore-
mentioned woes, so he 
hit upon a novel solu-
tion – he hired a hook-
er to impersonate her 
– and took the hooker 
to closing to sign the 
necessary papers.

T h i s  c a r e f u l l y 
thought-out plan held 
together for approxi-
mately a month, when 
the fi rst statement from 
the new lender arrived 
in the mail. When our 
hero’s wife inquired as 
to its origin (politely, 
we’re sure), the scheme 
fell apart, and the wife 
fi led suit to have the 
mortgage invalidated 

property; a lender’s pol-
icy protects a lender’s 
mortgage lien. In addi-
tion, an owner’s policy 
can be used to insure 
a long-term leasehold, 
and a lender’s policy 
can insure a leasehold 
mortgage.

Title policies cover 
undiscovered title de-
fects that predate re-
cording of the vesting 
instrument (either the 
deed or the mortgage), 
but not those aris-
ing from later events.  
Therefore, if a previ-
ously-unknown spouse, 
child, business partner 
or the like appears 
six months after clos-
ing, and lays claim to 
the property that you 
thought you bought, 
the title insuror will 
defend your title at its 
own expense, and will 
pay you (in accordance 
with the policy docu-
ment) if it can’t settle 
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Generally speaking, title insurance comes in 
two fl avors: owner’s and lender’s. An owner’s 
policy protects an owner’s interest in real 
property; a lender’s policy protects a lender’s 
mortgage lien.

– and fi led for divorce 
as well.

We know all this 
– it’s absolutely true 
– because this firm 
handled the result-
ing title claim. To its 
credit, the new lender 
had title insurance on 
its mortgage, and as a 
result, lost nothing by 
reason of the forged 
signature.  

We could go on, but 
we only have another 
350 words to convince 
you that title insur-
ance is an absolute 
must in almost every 
real estate transaction. 
And it is.  

Generally speaking, 
title insurance comes 
in two fl avors:owner’s 
and lender’s.  An own-
er’s policy protects an 
owner’s interest in real 

the claim or resolve it 
through litigation. 

Most title claims are 
settled, because inter-
ests in land are rea-
sonably easy to value. 
When a claim is set-
tled, the settlement 
is funded by the title 
company – if you have 
title insurance. Other-
wise, you bear the cost 
yourself – and you risk 
a total loss if the claim 
can’t be resolved, and 
renders your interest 
in the property value-
less.  

And don’t forget – if 
you don’t own the prop-
erty, your mortgage 
lender doesn’t have a 
lien on it. In the event 
of a complete failure 
of title, you can end 
up without the prop-
erty – but still indebted 
to your lender for the 
mortgage debt. 

Though such occur-
rences are blessedly 

rare, they are not un-
heard-of. Having some-
one to handle them for 
you – at their cost – is 
part of what makes 
title insurance worth-
while.

So if you don’t have 
title insurance, you’re 
living dangerously.  
Though it’s unlikely 
that any particular 
property will become 
the subject of a claim, 
it could be catastrophic 
if it’s your property on 
the line. And if it turns 
out that you only own 
half the house, at least 
you can hope that it’s 
the half with the rest-
room. 

William Levant 
of Kaplin Stewart 
concentrates on 
creditors’ rights lit-
igation, mortgage 
foreclosure, replev-
in, and real estate 
tax assessment ap-
peals. ■
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