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DEPARTMENT OF INSURANCE, FINANCIAL
INSTITUTIONS AND PROFESSIONAL REGISTRATION

P.O. Box 690, Jefferson City, Mo. 65102-0690

TO:  Office of the President
Fidelity National Title Insurance Co., Inc.
601 Riverside Ave.
Jacksonville, FL 32204

RE:  Missouri Market Conduct Examination #0612-67-PAC
Lawyers Title Insurance Corporation (NAIC #50024)

STIPULATION OF SETTLEMENT AND
VOLUNTARY FORFEITURE

It is hereby stipulated and agreed by John M. Huff, Director of the Missouri Department of
Insurance, Financial Institutions and Professional Registration, hereinafter referred to as “Director,”
and Lawyers Title Insurance Corporation, (hereafter referred to as “Lawyers”), as follows:

WHEREAS, John M. Huff is the Director of the Missouri Department of Insurance, Financial
Institutions and Professional Registration (hereafter referred to as “the Department”), an agency of
the State of Missouri, created and established for administering and enforcing all laws in relation to
insurance companies doing business in the State of Missouri; and

WHEREAS, Lawyers has been granted certificate(s) of authority to transact the business of
insurance in the State of Missouri; and

WHEREAS, the Director conducted a Market Conduct Examination of Lawyers and prepared
report number 0612-67-PAC in accordance with the laws and regulations of the State of Missouri in
effect at the time of the actions examined and alleged during the scope of the examination; and

WHEREAS, the report of the Market Conduct Examination stated that:
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1. In some instances, Lawyers failed to maintain its direct underwriting files in such a
way that they included adequate information to determine the identity of the agents who conducted
work and closed title transactions, in violation of §8375.012.1(12) and 375.041.1, RSMo, 20 CSR
300-2.200(2) (as amended 20 CSR 100-8.040, eff. 7/30/08), and DIFP Bulletin 06-05.

2. In some instances Lawyers operated direct operation offices and employed producers
who did not have a current Missouri agency and producer’s licenses as required by §8375.022,
381.031.17,.18,and .19, and 381.071, RSMo, 20 CSR 500-7.200, 20 CSR 700-1.010(3)(B), and 20
CSR 700-1.020(1).

3. In some instances, Lawyers used policy forms which included language that had not
previously been filed with the Department, thereby violating §381.211, RSMo, and 20 CSR 500-
7.100(3).

4, In some instances, Lawyers failed to timely record the security instrument within three
days after closing the transaction and failed to maintain sufficient documentation to show when the
policies were actually issued to insureds, thereby violating 88374.205(2)2, 381.412, RSMo, and 20
CSR 300-2.200(2) (as amended 20 CSR 100-8.040, eff. 7/30/08).

5. In some instances, Lawyers used risk rates that were incorrect, not the actual risk rate
charged by the Company, and not previously filed with the Department, thereby violating 8381.181,
RSMo, 20 CSR 500-7.100(3)(B), and DIFP Bulletin 93-09.

6. In some instances, Lawyers failed to document or maintain its records in such a
manner that the total amount charged on policies could reasonably be ascertained, in violation of
8381.031.4 and .14, RSMo, 20 CSR 500-7.100(3)(B), and 20 CSR 300-2.200(2) (as amended 20
CSR 100-8.040, eff. 7/30/08).

7. In some instances Lawyers charged improper fees, including fees that were in excess
of the actual amount charged or for documents that were never recorded, in violation of 8486.351.1,
RSMo, and the Real Estate Settlement Procedures Act of 1974 (RESPA), 88(b); 12 USCA 82607(a-
b) and 24 CFR 83500.14.

8. In some instances, Lawyers’ direct agent failed to obtain a title search from a proper
title plant, as required by §381.071, RSMo, and 20 CSR 500-7.200.

9. In some instances, Lawyers failed to properly determine insurability by using sound
underwriting practices when issuing policies and failed to properly document the searches and
maintain evidence of the searches in some instances, thereby violating 8381.071.1(2), .2 and .3,
RSMo, 20 CSR 500-7.200 and 20 CSR 300-2.200(2) (as amended 20 CSR 100-8.040, eff. 7/30/08).

10. In some instances, affiliated agents of Lawyers used exceptions in title policies and
commitment forms that were different than the forms previously filed with the Department, thereby
violating 8381.211, RSMo, and 20 CSR 500-7.100(3).



11. In some instances, agents and affiliated agents of Lawyers failed to record the security
instruments within three business days after closing the transaction, as required by §381.412, RSMo.

12. In some instances, affiliated agents of Lawyers used risk rates that were not the same
as the rates previously filed with the Department, thereby violating 8381.181, RSMo, 20 CSR 500-
7.100(3)(B).

13. In some instances, affiliated agents of Lawyers charged fees that were in excess of the
actual amount charged, in violation of 8486.351.1, RSMo, and RESPA, 88(b); 12 USCA §2607(a-b)
and 24 CFR 83500.14.

14. In some instances, affiliated agents of Lawyers failed to use sound underwriting
practices when issuing policies, thereby violating 8381.071.1(2), RSMo.

15. In some instances, Lawyer’s agents used exceptions in policy and commitment forms
which included language that had not previously been filed with the Department or that had the
tendency to mislead the consumer, in violation of §8375.1007(1) and 381.211, RSMo, 20 CSR 100-
1.120(1), and 20 CSR 500-7.100(3).

16. In some instances, Lawyers’ agents charged incorrect risk rates and total charges and
reported risk rates and total charges that were different than those filed with the Department, thereby
violating §8381.013.4 and .14, 381.171, and 381.181. RSMo, 20 CSR 500-7.100(1)(D) and (3)(B).

17. In some instances Lawyers’ agents charged recording and notary fees in excess of the
actual fees, in violation of 8486.351.1, RSMo, and RESPA, 88(b); 12 USCA 82607(a-b) and 24 CFR
§3500.14.

18. In some instances, Lawyers’ agents failed to use sound underwriting practices when
issuing policies and included language in a policy that may be misleading as to the benefits,
coverages, and other provisions of the policy, thereby violating §8375.1007(1), 381.071.1(2), RSMo,
and 20 CSR 100-1.020(1).

19. In some instances, agents for Lawyers failed to properly disclose or document an
affiliated business arrangement, as required by §381.029.2, RSMo (Supp. 2009).

20.  Anon-attorney agent for Lawyers collected a charge for deed preparation, in violation
of §8384.010 and 484.020, RSMo.

21. In some instances, Lawyers and its agencies failed to maintain documentation that
allowed the examiners to determine the date policies were issued, the risk rate for the policies, and
whether an examination of title was actually performed, thereby violating 88374.205(2)2, 381.071.3,
RSMo, and 20 CSR 300-2.200(2) (as amended 20 CSR 100-8.040, eff. 7/30/08).

22. One of Lawyers’ agents acted as a title insurer by purporting to issue the policy of title
insurance, in violation of §8381.031.19 and 381.041, RSMo.
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23. In some instances, Lawyers failed to acknowledge receipt of certain claims within 10
working days of their receipt, as required by 8375.1007(3), RSMo, 20 CSR 100-1.010(1)(G) and 20
CSR 100-1.030(1).

24, In some instances, Lawyers and its agents failed to maintain its books, records,
documents, and other business records and to provide relevant materials, files, and documentation in
such a way to allow the examiners to sufficiently ascertain the rating and underwriting and claims
handling and payment practices of the company, thereby violating §8374.205.2(2) and 381.071.3,
RSMo, and 20 CSR 300-2.200(2) and (3) (as amended 20 CSR 100-8.040, eff. 7/30/08).

22. In some instances, Lawyers failed to timely provide examiners with requested files
and respond to criticisms and formal requests of the examiners, thereby violating 8374.205.2(2),
RSMo, and 20 CSR 300-2.200(6) (as amended 20 CSR 100-8.040, eff. 7/30/08).

WHEREAS, Lawyers hereby agrees to take remedial action bringing it into compliance with
the statutes and regulations of Missouri and agrees to maintain those corrective actions at all times,

including, but not limited to, taking the following actions:

1. Lawyers agrees to take corrective action to reasonably assure that the errors noted in
the above-referenced market conduct examination reports do not recur, including, but not limited to
issuing bulletins and other educational materials to its agents regarding their duties and
responsibilities relating to the use of accurate risk rates and exceptions in its title policies. Lawyers
will provide a copy of all such bulletins and educational materials to be used to the DIFP within 60

days after a final Order concluding this exam is entered by the Department; and

2. With regard to policy files containing incorrect risk rates and other charges, Lawyers
agrees to cooperate with the Department in an effort to calculate and file reasonable and adequate
risk rates to be used for all of its policies. With regard to its policy files containing incorrect risk
rates and other charges, Lawyers agrees to review those files and refund any overcharge to the
consumer. Payments to the consumers will include a letter stating that the payments are being paid
“as a result of findings from a market conduct examination performed by the Missouri Department of
Insurance, Financial Institutions and Professional Registration.” Evidence will be provided to the
DIFP that such payments have been made within 120 days after a final Order concluding this exam is
entered by the Department. The report to the DIFP shall include the total number of policies
reviewed, the total number of policies affected by the incorrect charge, the dollar amount refunded

on each affected policy, and the total dollar amount refunded overall, as a result of this review.
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WHEREAS, the parties also agree to the following:

1. The Department may initiate a follow-up market conduct examination targeted on the
issues raised in the above-referenced market conduct examination after 12 months from the date of
the Department’s final Order concluding this exam. Any follow-up examination of the Company
shall be conducted using the following criteria:

a. Selections for any follow-up market conduct examination conducted by the

Department shall be done consistent with the procedures, guidelines and standards

established by the NAIC Market Regulation Handbook (hereafter “Handbook’); and

b. The scope of the follow-up market conduct examination will cover a period
starting on or after six months from the date of the Department’s final Order in this
examination.

2. The Company acknowledges that it will be immediately subject to a monetary penalty
equal to ¥z of the “DIFP demand,” as outlined in Appendix A which is attached hereto and made a
part herein. Upon completion of the follow-up examination, the Company acknowledges that it will
be subject to a monetary penalty equal to %2 of the “DIFP demand” plus any applicable restitution if
the follow-up examination reveals an error rate that exceeds an error rate of 7% for claims errors and
10% for non-claims related errors. The additional monetary penalty shall not exceed %2 of the “DIFP
demand” for each “report section.”

3. The Company shall be deemed in compliance with its obligations established by this
Stipulation of Settlement and VVoluntary Forfeiture and not subject to a possible penalty as described
above unless the Department’s follow-up examination of the Company reveals that the Company
exceeded the maximum tolerance standard of ten percent (10%) for non-claims related items
examined and seven percent (7%) for claims-related items examined as established by the Handbook
in regard to the Company’s obligations established by this Stipulation of Settlement and VVoluntary
Forfeiture.

WHEREAS, the parties hereto agree that neither this instrument nor the agreements,
settlement and compromise contemplated herein are to be deemed as an admission of any violation,
fault, improper conduct or negligence on the part of Lawyers and that this agreement shall not be
interpreted to impair the validity of Lawyers’ existing contracts with its agents in the State of

Missouri; and



WHEREAS, the Company’s satisfaction of the corrective actions listed above fully and
finally resolves its obligations established by this Stipulation of Settlement and VVoluntary Forfeiture;
and

WHEREAS, this Stipulation of Settlement and Voluntary Forfeiture is a compromise of
disputed factual and legal allegations, and that payment of a forfeiture is merely to resolve the
disputes and avoid litigation without conceding that the agreements, settlement and compromise
contemplated herein settle any question of law asserted by either party; and

WHEREAS, Lawyers, after being advised by legal counsel, does hereby voluntarily and
knowingly waive any and all rights for procedural requirements, including notice and an opportunity
for a hearing, which may have otherwise applied to Market Conduct Exam #0612-67-PAC; and

WHEREAS, Lawyers hereby agrees to the imposition of the ORDER of the Director and as a
result of Market Conduct Examination # 0612-67-PAC further agrees, voluntarily and knowingly to
surrender and forfeit the sum of $179,100.60.

NOW, THEREFORE, in lieu of the institution by the Director of any action for the
SUSPENSION or REVOCATION of the Certificate(s) of Authority of Lawyers to transact the
business of insurance in the State of Missouri or the imposition of other sanctions, Lawyers does
hereby voluntarily and knowingly waive all rights to any hearing, does consent to an ORDER of the
Director and does surrender and forfeit the sum of $179,100.60, such sum payable to the Missouri
State School Fund, in accordance with §374.280, RSMo.

DATED:

President
Lawyers Title Insurance Corporation



DEPARTMENT OF INSURANCE, FINANCIAL
INSTITUTIONS AND PROFESSIONAL REGISTRATION

P.O. Box 690, Jefferson City, Mo. 656102-0690

In re: )
) Examination No. 0612-67-PAC
Lawyers Title Insurance Corporation )
(NAIC #50024) )
ORDER OF DIRECTOR

e

S
NOW, on this / day of F ﬁZ/ZHWﬁ 2010, Director John M. Huff, after consideration

and review of the market conduct examination report of Lawyers Title Insurance Corporation,
(NAIC #50024), (hereafter referred to as “Lawyers”) report numbered 0612-67-PAC, prepared
and submitted by the Division of Insurance Market Regulation pursuant to §374.205.3(3)(a),
RSMo, and the Stipulation of Settlement and Voluntary Forfeiture (“Stipulation”) does hereby
adopt such report as filed. After consideration and review of the Stipulation, report, relevant
workpapers, and any written submissions or rebuttals, the findings and conclusions of such
report is deemed to be the Director’s findings and conclusions accompanying this order pursuant
to §374.205.3(4), RSMo.

This order, issued pursuant to §§374.205.3(4) and 374.280, RSMo and §374.046.15. RSMo
(Supp. 2008), is in the public interest.

IT IS THEREFORE ORDERED that Lawyers and the Division of Insurance Market

Regulation have agreed to the Stipulation and the Director does hereby approve and agree to the

Stipulation.



IT IS FURTHER ORDERED that Lawyers shall not engage in any of the violations of law
and regulations set forth in the Stipulation and shall implement procedures to place Lawyers in
full compliance with the requirements in the Stipulation and the statutes and regulations of the

State of Missouri and to maintain those corrective actions at all times.

IT IS FURTHER ORDERED that Lawyers shall pay, and the Department of Insurance,
Financial Institutions and Professional Registration, State of Missouri, shall accept, the

Voluntary Forfeiture of $190,000.00, payable to the Missouri State School Fund in accordance
with §374.280, RSMo.

IT IS SO ORDERED.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the seal of my office
in Jefferson City, Missouri, this /$7  day of FEBRuAA Y ,2010.

? —_— |
ohn M., Huff

Director




STATE OF MISSOURI

DEPARTMENT OF INSURANCE FINANCIAL INSTITUTIONS
AND PROFESSIONAL REGISTRATION

Final Market Conduct Examination Report
For
Lawyers Title Insurance Corporation
NAIC # 50024

)

ey !

—

January 11, 2010

Home Office
5600 Cox Road

Glen Allen VA, 23060
Examination Number 06-1267-PAC
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FOREWORD

This market conduct examination report of the Lawyers Title Insurance Corporation “LTIC” is,
overall, a report by exception. Examiners cite errors the company made; however, failure to
comment on specific files, products, or procedures does not constitute approval by the Missouri
Department of Insurance, Financial Institutions, and Professional Registration.

Examiners use the following in this report:

“Company” and “LTIC” to refer to Lawyers Title Insurance Corporation;

“DIFP” and “Department” to refer to the Department of Insurance, Financial
Institutions and Professional Registration;

“NAIC” to refer to the National Association of Insurance Commissioners;
“RSMo.” to refer to the Revised Statutes of Missouri; and

“CSR” to refer to the Code of State Regulations.



SCOPE OF EXAMINATION

The DIFP has authority to conduct this examination pursuant to, but not limited to, Sections 374.110,
374.190, 374.205, 375.445, 375.938, and 375.1009, RSMo, and Chapter 381, RSMo. In addition,
Section 447.572, RSMo, grants authority to the DIFP to determine compliance with the Uniform
Disposition of Unclaimed Property Act, Section 447.500 et seq. RSMo.

The purpose of this examination is to determine if LTIC complied with Missouri statutes and DIFP
regulations and to consider whether Company operations are consistent with the public interest. The
primary period covered by this review is July 1, 2005, through June 30, 2006; however, examiners
include all discovered errors in this report.

This report focuses on general business practices of LTIC. The DIFP has adopted the NAIC
published error tolerance rate guidelines. Examiners apply a 10 percent (10%) error tolerance
criterion to underwriting and rating practices and a seven percent (7%) tolerance criterion to claims
handling practices. Error rates greater than the tolerance suggest a general business practice.

The examination included, but was not limited to, a review of the Company’s Sales and Marketing,
Underwriting and Rating, Claims Practices, Consumer Complaints, and Unclaimed Property.

LTIC was incorporated in Virginia in 1992. LTIC is a part of Land America Financial Group, Inc.,
(“LandAmerica”), a Virginia Corporation. As part of LandAmerica, LTIC is engaged in a host of
inter-company agreements with other members of the holding company system. LTIC’s two largest
affiliated title insurers are Transnation Title Insurance Company and Commonwealth Land Title
Insurance Company. LTIC and these other two companies re-domesticated to Nebraska in the
summer of 2006.

LTIC provides products and services to facilitate the purchase, sale, transfer and financing of
residential and commercial real estate. Such products include title insurance, title search and
examination, and escrow and closing functions.

LTIC has its statutory home office and its main administrative office at 5600 Cox Road, Glen Allen,
VA. The Company’s complaint files were reviewed at the DIFP office in St. Louis, MO. LTIC
maintains a claims office in Dallas, TX. The large claims were reviewed at the Dallas, TX office.
The claims and a portion of the underwriting files were reviewed in the St. Louis office on Walton
Road. The examiners reviewed a portion of the agent underwriting files at the agent offices
throughout the state.

The Company is licensed by the DIFP under Chapter 381, RSMo, to write title insurance as set forth
in its Certificate of Authority.



EXECUTIVE SUMMARY

The examination found the following areas of concern:

The examiners could not determine the agent who prepared the commitments in many of the direct
underwriting files reviewed.

OneStop, a direct operation office, is not licensed as an agency in Missouri, and had two unlicensed
agencies acting as agents for the Company.

The Company employed someone without a title insurance license.
The Company and its agents use forms that are not filed with the DIFP.

The Company and its agents fail to record security instruments for transactions where they act as
closing agents within three business days.

The Company and its agents use rates that are different from those rates filed with the DIFP.
The Company and its agents charged notary fees greater than the fee set by statute.

The Company and its agents charged recording fees greater than the actual cost to record the
documents.

The Company and its agents failed to conduct adequate title searches.



EXAMINATION FINDINGS
l. Salesand Marketing
A. Licensing of agents and agencies
In 91 of the 94 direct underwriting files reviewed, the examiners could not determine the agent who
prepared the commitment, conducted the escrow transaction or otherwise negotiated the price or the
terms of the policy of title insurance.
Reference: Sections 375.012.1(12) and 375.041.1, RSMo, and DIFP Bulletin 06-05
The direct operation office, OneStop, is located in Pennsylvania and does not have a Missouri agency
license. The following unlicensed agencies are providing title searches to OneStop, who is acting as
an agent for LTIC.
Reference: Section 381.071, RSMo, and 20 CSR 500-7.200

S & L Title Search, Arkansas
Richter Abstracts, Inc, California

The following employee was involved in sales and marketing to national lenders who may or may
not have ordered title insurance on Missouri property. This employee is not licensed as a title
insurance agent with the DIFP.

Reference: Section 381.031.17. 18. 19, RSMo, 20 CSR 700-1.010(3)(B), and 20 CSR 700-1.020(1)

Jordana Parker

B. Marketing practices
The examiners noted no errors in this review.
. Underwriting and Rating Practices

In this section of the report, the examiners report their findings of the Company’s title insurance
underwriting and rating practices. These practices include the use of policy forms, adherence to
underwriting guidelines, and premiums charged. Because of the time and cost involved in reviewing
each policy file, the examiners use scientific sampling. The most appropriate statistic to measure the
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company’s compliance is the percent of files in error. Errors can include, but are not limited to, any
miscalculation of the premium based on file information, failure to timely record a Deed of Trust,
and failure to otherwise observe Missouri statutes or DIFP regulations.

The examiners conducted three separate underwriting samples. The examiners’ samples include one
for Direct Operations, one for “Affiliated” Agents, and one for Independent Agents who sell policies
underwritten by LTIC.

A. Direct Operation
1 Formsand Filing

The examiners reviewed LTIC’s policy forms to determine compliance with filing, approval and
content requirements. This helps to assure that the contract language is not ambiguous and is
adequate to protect those insured.

The examiners found the following errors in their review of direct underwriting files.

The Company used commitment forms that are not the same as the commitment forms filed with the
Director. The forms used had standard exceptions that are not included in the filed commitment. In
addition, the filed form proposes to include standard exceptions only in an owner’s policy. The
limiting language is omitted form the form used.

The following commitment forms also contain the following exception: “Rights of dower,
homestead or other marital rights of the spouse, if any, of any individual insured.” Rights of dower
were outlawed in Missouri in1956. Homestead should not be an issue in a properly underwritten
policy. Homestead rights are not a type of marital right. Marital rights are inchoate and should not be
an issue in properly underwritten title insurance polices. Furthermore, the insured, in each and all of
these policies, is an institutional lender that presumably has no spouse.

Reference: Section 381.211, RSMo, and 20 CSR 500-7.100(3)

File No. Policy No. Agent
10683415 10683415 Direct
10732204 10732204 Direct
1362060VT | 1362060VT | OneStop
1552146VT | 1552146VT | OneStop
1521326VT | 1521326VT | OneStop
1426160VT | 1426160VT | OneStop
1539478VT | 1539478VT | OneStop




1546919VT | 1546919VT | OneStop
1556062VT | 1556062VT | OneStop
1554259VT | 1554259VT | OneStop
1569301VT | 1569301VT | OneStop
1569688VT | 1569688VT | OneStop
1544899VT | 1544899VT | OneStop
1580133VT | 1580133VT | OneStop
1546897VT | 1546897VT | OneStop
File No. Policy No. Agent

1555704VT | 1555704VT | OneStop
1561468VT | 1561468VT | OneStop
1565151VT | 1565151VT | OneStop
1572289VT | 1572289VT | OneStop
1575470VT | 1575470VT | OneStop
1577073VT | 1577073VT | OneStop
1527250VT | 1527250VT | OneStop
1534635VT | 1534635VT | OneStop
1691621VT | 1691621VT | OneStop
1704724VT | 1704724VT | OneStop
1713941VT | 1713941VT | OneStop
1739207VT | 1739207VT | OneStop
1632557VT | 1632557VT | OneStop
1743231VT | 1743231VT | OneStop
1758343VT | 1758343VT | OneStop
1760611VT | 1760611VT | OneStop
1772160VT | 1772160VT | OneStop
1748878VT | 1748878VT | OneStop
1762308VT | 1762308VT | OneStop
1791884VT | 1791884VT | OneStop
1831048VT | 1831048VT | OneStop
1820438VT | 1820438VT | OneStop
1815561VT | 1815561VT | OneStop
1840630VT | 1840630VT | OneStop
1894500VT | 1894500VT | OneStop
1819543VT | 1819543VT | OneStop
1841653VT | 1841653VT | OneStop
1857833VT | 1857833VT | OneStop
1864422VT | 1864422VT | OneStop
1882688VT | 1882688VT | OneStop




1877907VT | 1877907VT | OneStop
1894500VT | 1894500VT | OneStop
1701812VT | 1701812VT | OneStop
1754528VT | 1754528VT | OneStop
1703619VT | 1703619VT | OneStop
1656316VT | 1656316VT | OneStop
1705387VT | 1705387VT | OneStop
1660384VT | 1660384VT | OneStop
1647161VT | 1647161VT | OneStop
1677876VT | 1677876VT | OneStop
1667962VT | 1667962VT | OneStop
1648341VT | 1648341VT | OneStop
File No. Policy No. Agent

1642963VT | 1642963VT | OneStop
1640998VT | 1640998VT | OneStop
1637939VT | 1637939VT | OneStop
1635639VT | 1635639VT | OneStop
1626039VT | 1626039VT | OneStop
1610051VT | 1610051VT | OneStop
1631250VT | 1631250VT | OneStop
1589243VT | 1589243VT | OneStop
1594800VT | 1594800VT | OneStop
1616525VT | 1616525VT | OneStop
1589439VT | 1589439VT | OneStop
1581771VT | 1581771VT | OneStop
1581161VT | 1581161VT | OneStop
1621495VT | 1621495VT | OneStop
1539478VT | 1539478VT | OneStop
1521326VT | 1521326VT | OneStop
1572463VT | 1572463VT | OneStop
1583548VT | 1583548VT | OneStop
1588862VT | 1588862VT | OneStop
1606071VT | 1606071VT | OneStop
1585545VT | 1585545VT | OneStop
1595110VT | 1595110VT | OneStop
1637116VT | 1637116VT | OneStop
1654916VT | 1654916VT | OneStop
1676072VT | 1676072VT | OneStop
1675192VT | 1675192VT | OneStop




1689192VT | 1689192VT | OneStop
1646129VT | 1646129VT | OneStop
1667325VT | 1667325VT | OneStop
1712547VT | 1712547VT | OneStop
1653823VT | 1653823VT | OneStop
10722204 10722204 Direct

C0504157 C0504157 Direct

2. Underwriting and Rating General Handling

Field Size:
Sample Size:

Type of Sample:
Number of Errors:

Error Rate:

Within Dept. Guidelines:

NOTE: A star (*) after a policy number denotes the policy was cited earlier in the underwriting
studies for a different error, but was only counted once in the number of errors.

1905

94
Random
83

88%

No

The original sample included 100 files. Six files that were sampled were not Missouri property.
Those six files were subtracted from the field size, resulting in the sample size noted above.

a. Failure to Timely Record

The agency acted as settlement agent and failed to record the security instrument for the following
transactions within three business days. In some cases the company failed to document the date the
security instrument was recorded. The company failed to maintain their records so that their business

practices could be easily ascertained by the examiners.

Reference: Section 381.412, RSMo, and 20 CSR 300-2.200(2) (as amended 20 CSR 100-8.040,

eff. 7/30/08)

Date of Date No. Bus. of
File No. Disbursement | Recorded Days Agent
10683415 6/29/2005 9/27/2005 62 Direct
1864422VT | 5/22/2006 Unknown Unknown OneStop
1894500VT | 6/29/06 Unknown Unknown OneStop
1882688VT | 6/22/06 Unknown Unknown OneStop
C0504157 3/14/2006 3/31/2006 13 Troy, Ml
1841653VT | 5/12/2006 Unknown Unknown OneStop
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10732204 9/8/2005 10/28/2005 32 Richmond, VA
1552146VT | 6/25/2005 Unknown Unknown OneStop
1556062VT | 7/18/2005 Unknown Unknown OneStop
1362060VT | 11/15/2004 11/29/2004 9 OneStop
1544899VT | 8/4/2005 8/24/2005 14 OneStop
1580133VT | 8/4/2005 Unknown Unknown OneStop
1565151VT | 7/26/2005 9/8/2005 32 OneStop
1572289VT | 7/26/2005 9/8/2005 32 OneStop
1575470VT | 7/26/2005 9/13/2005 35 OneStop
1577073VT | 7/26/2005 9/21/2005 41 OneStop
1527250VT | 8/2/2005 8/9/2005 5 OneStop
1717659VT | 11/29/2005 12/29/2005 22 OneStop
1743231VT | 1/3/2006 Unknown Unknown OneStop
1760611VT | 1/24/2006 Unknown Unknown OneStop
1772160VT | 1/25/2006 Unknown Unknown OneStop
1748878VT | 2/17/2006 Unknown Unknown OneStop
1762308VT | 2/24/2006 Unknown Unknown OneStop
1831048VT | 4/5/2006 Unknown Unknown OneStop
1820438VT | 4/10/2006 Unknown Unknown OneStop
Date of Date No. Business

File No. Disbursement | Recorded of Days Agent
1815561VT | 4/21/2006 5/16/2006 17 OneStop
1819543VT | 4/25/2006 Unknown Unknown OneStop
1857833VT | 5/17/2006 Unknown Unknown OneStop
1554259VT | 6/21/2005 Unknown Unknown OneStop
1569301VT | 7/1/2005 Unknown Unknown OneStop
1569688VT | 7/18/2005 Unknown Unknown OneStop
1731686VT | 12/12/2005 Unknown Unknown OneStop
1736341VT | 12/12/2005 Unknown Unknown OneStop
1534635VT | 8/10/2005 Unknown Unknown OneStop
1713941VT | 12/9/2005 Unknown Unknown OneStop
1704724VT | 11/30/2005 Unknown Unknown OneStop
1791884VT | 3/24/06 5/30/06 46 OneStop
1754528VT | 2/6/2006 Unknown Unknown OneStop
1758343VT | 1/23/2006 Unknown Unknown OneStop
10825623 3/14/2006 Unknown Unknown Direct
1703619VT | 11/28/05 12/14/05 13 OneStop
1653823VT | 9/30/05 11/3/05 23 OneStop
1712547VT | 11/18/05 12/06/05 12 OneStop
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1667325VT | 10/17/05 11/1/05 10 OneStop
1646129VT | 9/26/05 11/8/05 23 OneStop
1656316VT | 11/1/05 12/12/05 26 OneStop
1705387VT | 11/16/05 12/06/05 12 OneStop
1689192VT | 11/7/05 12/7/05 20 OneStop
1675192VT | 10/31/05 11/7/05 5 OneStop
1660384VT | 9/30/05 11/28/05 19 OneStop
1647161VT | 10/26/05 11/4/05 7 OneStop
1677876VT | 10/15/05 Not filed OneStop
1676072VT | 10/12/05 10/20/05 6 OneStop
1667962VT | 10/01/05 11/30/05 19 OneStop
1648341VT | 10/1/05 10/28/05 20 OneStop
1642963VT | 10/1/05 11/8/05 21 OneStop
1640998VT | 10/1/05 11/2/05 23 OneStop
1637939VT | 10/1/05 11/29/05 41 OneStop
1635639VT | 10/1/05 11/18/05 35 OneStop
1626039VT | 10/1/05 12/02/05 43 OneStop
1654916VT | 10/3/05 11/8/05 19 OneStop
1610051VT | 8/29/05 9/21/05 21 OneStop
1631250VT | 9/26/05 11/08/05 29 OneStop
1637116VT | 9/14/05 11/30/05 53 OneStop
1589243VT | 8/10/05 9/21/05 39 OneStop
1594800VT | 9/14/05 10/28/05 27 OneStop
Date of Date No. Business

File No. Disbursement | Recorded of Days Agent

1616525VT | 9/1/05 10/26/05 39 OneStop
1589439VT | 9/1/05 9/29/05 20 OneStop
1572463VT | 8/5/05 11/7/05 44 OneStop
1583548VT | 8/4/05 8/25/05 15 OneStop
1588862VT | 8/8/05 9/15/05 27 OneStop
1581771VT | 8/15/05 8/31/05 12 OneStop
1606071VT | 8/22/05 10/6/05 13 OneStop
1581161VT | 8/30/05 11/22/05 17 OneStop
1585545VT | 8/31/05 9/20/05 13 OneStop
1621495VT | 8/30/05 9/27/05 20 OneStop
1595110VT | 8/31/05 10/4/05 22 OneStop
1539478VT | 7/1/05 8/29/05 52 OneStop
1521326VT | 7/1/05 8/15/05 40 OneStop
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b. Incorrect Risk Rate

The agent reported an incorrect risk rate on the policy in that the risk rate used was not the same
as that filed with the DIFP. In some cases the company failed to document the risk rate on the
policy. In those cases, company failed to maintain their records so that their business practices
could be easily ascertained by the examiners.

Reference: Section 381.181, RSMo, 20 CSR 500-7.100(3)(B), and 20 CSR 300-2.200(2) (as
amended 20 CSR 100-8.040, eff. 7/30/08)

Amount Filed

listed on | Risk
File No. Policy Policy Rate Agent
1552146VT* | 1552146V T | $450.10 $72.40 | OneStop
1539478VT* | 1539478VT | $90.96 $151.04 | OneStop
1546919VT | 1546919VT | $89.28 $148.17 | OneStop
1544899VT* | 1544899VT | $350.00 $157.76 | OneStop
1527250VT* | 1527250VT | $61.56 $125.00 | OneStop
1534635VT* | 1534635VT | $32.88 $54.80 | OneStop
1713941VT* | 1713941VT | $39.12 $64.56 | OneStop
1736341VT* | 1736341VT | $96.00 $160.00 | OneStop
1731686VT* | 1731686VT | $74.16 $123.60 | OneStop
1739207VT | 1739207VT | $26.40 $43.20 | OneStop
1758343VT* | 1758343VT | $79.20 $132.00 | OneStop
1760611VT* | 1760611VT | $44.88 $74.40 | OneStop
1772160VT* | 1772160VT | $72.48 $99.80 | OneStop
1762308VT* | 1762308VT | $28.80 $47.50 | OneStop

Amount Filed

listed on | Risk
File No. Policy Policy Rate Agent
1791884VT* | 1791884VT | $205.20 $300.00 | OneStop
1831048VT* | 1831048VT | $98.10 $163.50 | OneStop
1820438VT* | 1820438VT | $59.88 $99.80 | OneStop
1877907VT | 1877907VT | $38.64 $64.00 | OneStop
1703619VT* | 1703619VT | $71.22 $119.26 | OneStop
1656316VT* | 1656316VT | $350.00 $104.21 | OneStop
1705387VT* | 1705387VT | $32.40 $53.92 | OneStop
1660384VT* | 1660384VT | $528.50 $83.50 | OneStop
1677876VT* | 1677876VT | $61.98 $103.30 | OneStop
1667962VT* | 1667962VT | $350.00 $71.52 | OneStop
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1648341VT* | 1648341VT | $350.00 | $59.92 | OneStop

1642963VT™* | 1642963VT | $350.00 | $60.44 | OneStop

1640998VT* | 1640998VT | $350.00 | $157.00 | OneStop

1637939VT™* | 1637939VT | $350.00 | $96.51 | OneStop

1635639VT™* | 1635639VT | $350.00 | $35.00 | OneStop

1626039VT™* | 1626039VT | $350.00 | $135.22 | OneStop

1631250VT* | 1631250VT | $98.52 $163.85 | OneStop

1616525VT™* | 1616525VT | $350.00 | $72.84 | OneStop

1581771VT* | 1581771VT | $69.12 $119.20 | OneStop

1621495VT™* | 1621495VT | $33.84 $56.40 | OneStop

10683415* 10683415 Not Direct
shown

10732204* 10732204 Not Direct
shown

10825623* 10825623 Not Direct
shown

C. Total Charges

No policy, standard form endorsement or simultaneous instrument which provides title insurance
coverage shall be issued unless it contains the total amount paid for the issuance of the policy and the
risk rate. Charges include but are not limited to fees for document preparation, fees for the handling
of escrows, settlements or closing. None of the policies listed below document or otherwise informed
the examiner the total charged amount on the policy.

In some cases the company failed to document the total charges on the policy. In those cases, the
company failed to maintain their records so that their business practices could be easily ascertained
by the examiners.

Reference: Section 381.181, RSMo, Section 381.031.4 & 14, RSMo, 20 CSR 500-7.100(3)(B), and
20 CSR 300-2.200(2) (as amended 20 CSR 100-8.040, eff. 7/30/08)

Total
Charges on
File No. Policy Policy Aqgent

1552146VT* | 1552146VT | None Shown | OneStop

1521326VT* | 1521326VT | None Shown | OneStop

1526160VT* | 1526160VT | None Shown | OneStop

1539478VT* | 1539478VT | None Shown | OneStop

14



1546919VT* | 1546919VT | None Shown | OneStop
1544899VT* | 1544899VT | None Shown | OneStop
1546897VT* | 1546897VT | None Shown | OneStop
1555704VT* | 1555704VT | None Shown | OneStop
1561468VT* | 1561468VT | None Shown | OneStop
1565151VT* | 1565151VT | None Shown | OneStop
1572289VT* | 1572289VT | None Shown | OneStop
1575470VT* | 1575470VT | None Shown | OneStop
1577073VT* | 1577073VT | None Shown | OneStop
1527250VT* | 1527250VT | None Shown | OneStop
1534635VT* | 1534635VT | None Shown | OneStop
1691621VT* | 1691621VT | None Shown | OneStop
1718659VT* | 1718659VT | None Shown | OneStop
1713941VT* | 1713941VT | None Shown | OneStop
1736341VT* | 1736341VT | None Shown | OneStop
1731686VT* | 1731686VT | None Shown | OneStop
1739207VT* | 1739207VT | None Shown | OneStop
1632557VT* | 1632557VT | None Shown | OneStop
1743231VT* | 1743231VT | None Shown | OneStop
1758343VT* | 1758343VT | None Shown | OneStop
1760611VT* | 1760611VT | None Shown | OneStop
1772160VT* | 1772160VT | None Shown | OneStop
1748878VT* | 1748878VT | None Shown | OneStop
1762308VT* | 1762308VT | None Shown | OneStop
1791884VT* | 1791884VT | None Shown | OneStop
1831048VT* | 1831048VT | None Shown | OneStop
1820438VT* | 1820438VT | None Shown | OneStop
1815561VT* | 1815561VT | None Shown | OneStop
1877907VT* | 1877907VT | None Shown | OneStop
1704724VT* | 1704724VT | None Shown | OneStop
1554259VT* | 1554259VT | None Shown | OneStop
1569301VT* | 1569301VT | None Shown | OneStop
Total
Charges on

File No. Policy Policy Adgent

1569688VT* | 1569688VT | None Shown | OneStop
1580133VT* | 1580133VT | None Shown | OneStop
1819543VT* | 1819543VT | None Shown | OneStop
1841653VT* | 1841653VT | None Shown | OneStop
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1857833VT* | 1857833VT | None Shown | OneStop
1864422VT* | 1864422VT | None Shown | OneStop
1882688V T* | 1882688VT | None Shown | OneStop
1891289VT | 1891289VT | None Shown | OneStop
1894500VT* | 1894500VT | None Shown | OneStop
1701812VT | 1701812VT | None Shown | OneStop
1703619VT* | 1703619VT | None Shown | OneStop
1656316VT* | 1656316VT | None Shown | OneStop
1705387VT* | 1705387VT | None Shown | OneStop
1660384VT* | 1660384VT | None Shown | OneStop
1647161VT* | 1647161VT | None Shown | OneStop
1677876VT* | 1677876VT | None Shown | OneStop
1667962VT* | 1667962VT | None Shown | OneStop
1648341VT* | 1648341VT | None Shown | OneStop
1642963VT* | 1642963VT | None Shown | OneStop
1640998VT* | 1640998VT | None Shown | OneStop
1637939VT* | 1637939VT | None Shown | OneStop
1635639VT* | 1635639VT | None Shown | OneStop
1626039VT* | 1626039VT | None Shown | OneStop
1610051VT* | 1610051VT | None Shown | OneStop
1631250VT* | 1631250VT | None Shown | OneStop
1589243VT* | 1589243VT | None Shown | OneStop
1594800VT* | 1594800VT | None Shown | OneStop
1616525VT* | 1616525VT | None Shown | OneStop
1589439VT* | 1589439VT | None Shown | OneStop
1581771VT* | 1581771VT | None Shown | OneStop
1581161VT* | 1581161VT | None Shown | OneStop
1621495VT* | 1621495VT | None Shown | OneStop
1539478VT* | 1539478VT | None Shown | OneStop
1521326VT* | 1521326VT | None Shown | OneStop
1572463VT* | 1572463VT | None Shown | OneStop
1583548VT* | 1583548VT | None Shown | OneStop
1588862VT* | 1588862VT | None Shown | OneStop
1606071VT* | 1606071VT | None Shown | OneStop
1585545V T* | 1585545VT | None Shown | OneStop
1595110VT* | 1595110VT | None Shown | OneStop
Total
Charges on
File No. Policy Policy Adgent
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1637116VT* | 1637116VT | None Shown | OneStop

1654916VT* | 1654916VT | None Shown | OneStop

1676072VT* | 1676072VT | None Shown | OneStop

1685299VT | 1685299VT | None Shown | OneStop

1675192VT* | 1675192VT | None Shown | OneStop

1689192VT* | 1689192VT | None Shown | OneStop

1646129VT* | 1646129VT | None Shown | OneStop

1667325VT* | 1667325VT | None Shown | OneStop

1712547VT* | 1712547VT | None Shown | OneStop

1653823VT* | 1653823VT | None Shown | OneStop

10683415* 10683415 None Shown | OneStop

10732204* 10732204 None Shown | OneStop

10825632* 10825632 None Shown | OneStop

d. Improper Fees
In the following files, the agent charged notary fees to the buyer in excess of the actual fee.

Reference: Section 486.350.1, RSMo, Real Estate Settlement Procedures Act of 1974, Sec 8(b); 12
USCA sec. 2607(a-b); and 24 CFR sec. 3500.14.

Notarized

Signature

maintained
File No Charge in File Agent
1362060VT* | $150.00 5 ($10.00) OneStop
1857833VT* | $200.00 4 ($8.00) OneStop
1831048VT* | $175.00 2 ($4.00) OneStop
1527250VT* | $150.00 2($4.00) OneStop
1583548VT* | $125.00 4($8.00) OneStop

In the following files, the agent charged recording fees in excess of the actual amount of recording or
for documents they did not record.

Reference: Section 486.350.1, RSMo, Real Estate Settlement Procedures Act of 1974, Sec 8(b); 12
USCA sec. 2607(a-b); and 24 CFR sec. 3500.14.
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Actual

Recording

Fee Paid by
File No Charge Agent Agent
1362060VT™* | $125.00 $84.00 OneStop
1857833VT* | $90.00 0 OneStop
1772160VT* | $120.00 $93.00 OneStop
1760611VT* | $150.00 $90.00 OneStop

The following files contain commitments to insure which report a recorded second deed of trust. In
each case, the mortgage was not paid as part of the escrow transaction and there is no indication that
the second deed of trust was to be released. The company charged a “subordination fee” of $100.00
on the settlement state. However there has been no subordination recorded. The second deed of trust
was not paid, not released and not subordinated, and it is not shown as an exception to title in the
loan policy. It is not sound underwriting to fail to report an exception for a known deed of trust that
was not paid, released, or subordinated to the insured deed of trust.

Reference: Section 381.071.1, RSMo

File No Agent

1575470V T* | OneStop

1555704V T* | OneStop

1577073VT* | OneStop

e. Plant Law

In the following files, the company obtained search information from a company called Armstrong
Document Retrieval in Prairie Village, Kansas. Armstrong Document Retrieval is not licensed by the
Director as a title agent. The company is required to obtain a search of title that is made from a
geographically indexed record encompassing all of the property located in the county where the land
is located. LandAmerica OneStop is reportedly a subsidiary of LandAmerica. Commonwealth Land
Title insurance Company is also a subsidiary of LandAmerica. Commonwealth has access to a
geographically indexed title plant encompassing all of the property located in Jackson County. The
company failed to obtain the search of title from a geographically indexed title plant that was
reasonably available for its use.

Reference: Section 381.071, RSMo, and 20 CSR 500-7.200

File No. Aqgent

1703619VT* OneStop
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1660384VT* OneStop

1631250VT* OneStop

1637939VT* OneStop

1606071VT* OneStop

File No. Aqgent

1539478VT* OneStop

1526160VT* OneStop

1554259VT* OneStop

1894500VT* OneStop

1864422V T* OneStop

1760611VT* OneStop

Before a title policy can be written, the title insurer or its licensed agent must cause a search of the
title based upon evidence prepared from a current set of record maintained in order to show all
matters affecting the title to the property or interest which is to be insured. The set of records used in
the search of the title shall be indexed geographically and shall encompass all properties in the
county for which the set of records are maintained. If a geographically indexed set of records is in
existence for the county at a reasonable charge and is available in a reasonable time frame, the Agent
must use that index.

In the following files, the OneStop obtained search information from a company called SMS
Searches, Inc. in St. Louis, MO. SMS Searches, Inc. is licensed by the DIFP as a title agent. OneStop
is a direct operation of Commonwealth. Commonwealth has access to a geographically indexed title
plant encompassing all of the property located in St. Louis County. The Company failed to obtain the
search of title from a geographically indexed title plant that was reasonably available for its use.

Reference: Section 381.071, RSMo, and 20 CSR 500-7.200

File No. Agent

1653823V T™* OneStop

1656316VT™* OneStop

1705387VT™* OneStop

1677876VT™* OneStop

1642963V T™* OneStop

1637116VT™* OneStop

1616525V T™* OneStop

1583548V T™* OneStop

1819543V T™* OneStop

1815561V T™* OneStop

1575470VT™* OneStop
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1577073VT* OneStop
1561468VT* OneStop
1544899VT* OneStop
1581161VT OneStop
1717659VT* OneStop
1739207VT* OneStop
1527250VT* OneStop
File No. Agent

1585545V T* OneStop
1595110VT OneStop
1569688V T* OneStop
1546897V T* OneStop
1791884VT* OneStop
1831048VT* OneStop

f. Title Search

The following files contain title searches which are inadequate. Sound underwriting requires
examination of title based up on evidence of title that a reasonable prudent person would depend
upon in conducting his own affairs. The title information in this file does not satisfy the standard. In
some cases, the agent failed to use a geographically indexed plant. The company relied on property
reports provided by unlicensed agents. In some cases known mortgages were ignored, quit claim
deeds were used to establish title without further verification of title, and in some cases marital
interests were not adequately verified.

Reference: Section 381.071, RSMo, and 20 CRS 500-7.200

File No. Agent

1713941VT* OneStop
1762308VT* OneStop
1758343VT* OneStop
1760611VT* OneStop
1820438VT* OneStop
1831048VT* OneStop
1841653VT* OneStop
1717659VT* OneStop
1534635VT* OneStop
1704724VT* OneStop
1362060VT* OneStop
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In the following files, the agent failed to document the title search. When using search information
not obtained from a geographic title plant, the examiner is required to make a written statement
verifying the method used in searching title for examination. The required written statement must
follow a specific format. The file contains no such statement of exception.

Reference: Section 381.071, RSMo, and 20 CRS 500-7.200

File No. Aqgent

1713941VT* OneStop

1762308VT* OneStop

1758343VT* OneStop

1820438VT* OneStop

1841653VT* OneStop

1882688VT* OneStop

1877907VT* OneStop

1891289VT* OneStop

1840630VT* OneStop

1857833VT* OneStop

10732204* OneStop

1580133VT* OneStop

1555704VT* OneStop

1565151VT* OneStop

1572289VT* OneStop

1546919VT* OneStop

1521326VT* OneStop

1552146VT* OneStop

1556062V T* OneStop

1632557VT* OneStop

1736341VT* OneStop

1731686VT* OneStop

1754528VT* OneStop

1748878VT* OneStop

1701812VT* OneStop

1743231VT* OneStop

g. Unsound Underwriting
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In the following file, the company had information indicating that title was previously encumbered
by a leasehold estate. The company did not obtain any information on the leasehold estate and did
not report the leasehold estate as an exception to the title. When issuing an owner’s policy of title
insurance, the company must report all known and recorded matters affecting title.

Reference: Section 381.071, RSMo

File No Aqgent

10825623** Direct

In the following file, the company obtained a search showing two open mortgages, a recent decree of
dissolution of marriage, and the copy of the related property settlement. The company reported the
open mortgages as liens in the commitment to insure. The file contains no indication that the earlier
mortgages were satisfied or released, although they are not reported as encumbrances in the policy
issued 5/10/2006. It is not a sound underwriting practice to omit known mortgages from atitle policy
without evidence of satisfaction or release. The company failed to use sound underwriting practices.

Reference: Section 381.071, RSMo

File No Aqgent

1841653VT* OneStop

In the following file, the company obtained a search showing three open mortgages but issued a
commitment to insure reporting only two. The commitment indicates that a search of title was
performed 5/1/2006 and was amended 5/2/2006. There is no amended search in the file. It is not a
sound underwriting practice to fail to except for a recorded mortgage when there is no indication of
prior payment or release of the deed of trust.

Two mortgages were executed in the transaction leading to this policy, one intended to stand in first
position and the other to be junior. The mortgage transactions were simultaneous and the lender was
the same party in each loan. The second deed of trust was not shown as an exception to title in the
policy. It is not a sound underwriting practice to fail to except for a known mortgage.

Reference: Section 381.071, RSMo

File No Aqgent

1857833VT* OneStop

In the following file, the policy of title insurance issued to the lender uses the land descriptions that
had appeared in the commitment. That is not the land described in the deed conveying title to the
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borrower. The company search of the title ignored information that the land had been re-subdivided.
As such, the company failed to use sound underwriting practices.

Reference: Section 381.071, RSMo

File No Aqgent

10732204* OneStop

The company failed to conduct an adequate search of the title in the following file. The file contains
no evidence that the insured mortgage has been examined or recorded. Specifically, the file includes
no copy of the mortgage, no abstract of title, no examiner’s notes, and no recording date for the
mortgage to permit ready location of the document in the public record. The company is required to
search the title prior to insuring and to make a determination of insurability in accordance with sound
underwriting practices.

Reference: Section 381.071, RSMo

File No Aqgent

10683415* OneStop

The following file contains no indication that the lender made any loan to the borrower. The file
contains no indication that any deed of trust has been executed or recorded, but the company issued a
policy of title insurance. The file contains no indication that any of the two earlier mortgages
reported in the commitment to insure have been satisfied or released, but the earlier mortgages are
not shown as exceptions in the policy of title insurance. The company failed to use sound
underwriting practice by failing to evidence that the mortgage has been recorded and serves as
security for an obligation. It is not a sound underrating practice to insure title as free of earlier
mortgages for which the company has no indication of satisfaction or release.

Reference: Section 381.071, RSMo

File No Aqgent

1546919VT* OneStop

The company’s commitment to insure in the following files reported a second deed of trust. The
mortgage was not paid as a part of the new loan transaction. There is no indication that the mortgage
was to be released, nor that the bank had subordinated or had agreed to subordinate its earlier lien to
the new deed of trust of the insured lender. The second deed of trust is not shown as an exception to
title in the loan policy. It is not sound underwriting to fail to report an exception for a known deed of
trust that has not been paid, released, or subordinated to the insured deed of trust.

23



Reference: Section 381.071, RSMo

File No Adgent
1521326V T* OneStop
1544899VT* OneStop

The following file does not contain documentation indicating who closed this loan transaction, nor
any information indicating when or if the deed of trust was recoded. The commitment to insure
reported an open mortgage. There is no indication in the file that the prior mortgages has been paid
or released, although the final policy insures the title as free of the earlier mortgage. It is not a sound
underwriting practice to insure title as free of an earlier mortgage without any assurance the
mortgage has been paid or released.

Reference: Section 381.071, RSMo

File No Adgent
1877907VT* OneStop
1891289VT* OneStop

The policy insures an interest in land that is described as section land and is, by its description,
located more than 500 feet from a public right-of-way. There is no indication the land described is
adjacent to a public or private right of way. Because the policy provides coverage for losses arising
by reason of lack of access, the company should take steps to assure that access exists or should
make an appropriate exception. Failing to verify a right of access is both an unsound underwriting
practice and contrary to the company’s underwriting standards.

Reference: Section 381.071, RSMo

File No Agent
1704724V T* OneStop

The company failed to maintain evidence of the examination of title and determination of insurability
for a period of at least 15 years.

Reference: Section 381.071.3, RSMo, and 20 CSR 300-2.200(2) (as amended 20 CSR 100-
8.040, eff. 7/30/08)

| File No | Agent |
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1840630VT* OneStop

1791884VT* OneStop

1701812V T* OneStop

1739207VT* OneStop

3. Failureto Issue Policiesin a Timely Manner

The long delay in issuing the policy practice is considered not in the best interest of the Consumers.
This is not a violation of any statute or regulation. The underwriter is not aware of reportable
premium until the policy is issued and may be unable to promptly pay premium taxes when due. The
Company has not fully complied with record maintenance obligations until the policy has been
issued. In addition, the insured does not receive notice of how to file a claim or the address and
phone number of the underwriter until the policy is issued.

Note that SB 66, Section 381.038.3, RSMo, eff. 1/1/08 will require insurers to issue their policy
within 45 days after completion of all requirements of the commitment for insurance.

Date Co had

Enough

Information to No. Days
File No. Issue Date Issued to Issue Agency
1526160VT 8/15/05 5/24/06 282 OneStop
1595110VT 8/31/05 4/24/06 237 OneStop
1539478VT 8/29/05 5/26/06 270 OneStop
1521326VT 8/15/05 5/24/06 281 OneStop
The following policies were not issued to the insured.

Date Co had

Enough

Information to # Days to
File No. Issue Date Issued Issue Agency
1556062V T 7/18/05 Not issued 678+ OneStop
1362060VT 11/29/04 Not issued 918+ OneStop

The following files did not contain sufficient documentation to determine when the policy was
issued to the insured.

Reference: 20 CSR 300-200(2) (as amended 20 CSR 100-8.040, eff. 7/30/08)
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Date Co had
Enough
Information to

File No. Issue Date Issued Agency
1705387VT Not determined | Not determined | OneStop
1660384VT 9/30/05 Not determined | OneStop
1647161VT 10/26/05 Not determined | OneStop
1676072VT 10/12/05 Not determined | OneStop
1667962VT Not determined | Not determined | OneStop
1648341VT Not determined | Not determined | OneStop
1642963VT Not determined | Not determined | OneStop
1640998VT Not determined | Not determined | OneStop
1637939VT Not determined | Not determined | OneStop
1635639VT Not determined | Not determined | OneStop
1626039VT Not determined | Not determined | OneStop
1610051VT 8/29/05 Not determined | OneStop
1631250VT 9/26/05 Not determined | OneStop
1589243VT Not determined | Not determined | OneStop
1594800VT Not determined | Not determined | OneStop
1616525VT Not determined | Not determined | OneStop
1589439VT Not determined | Not determined | OneStop
1581771VT 8/15/05 Not determined | OneStop
1581161VT Not determined | Not determined | OneStop
1621495VT Not determined | Not determined | OneStop
1572463VT 8/5/63 Not determined | OneStop
1703619VT 11/28/05 Not determined | OneStop

Date Co had

Enough

Information to
File No. Issue Date Issued Agency
1653823VT 9/30/05 Not determined | OneStop
1712547VT 11/18/05 Not determined | OneStop
1637116VT 9/14/05 Not determined | OneStop
1675192VT 10/31/05 Not determined | OneStop
1689192VT 11/7/05 Not determined | OneStop
1646129VT 9/26/05 Not determined | OneStop
1667325VT 10/17/05 Not determined | OneStop
1712547VT 11/18/05 Not determined | OneStop
1654916VT Not determined | Not determined | OneStop
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| 1656316VT | Not determined | Not issued | OneStop |

B. Affiliated Agents
1. Formsand Filings

The examiners reviewed LTIC’s policy forms to determine compliance with filing, approval, and
content requirements. This review helps to assure that the contract language is not ambiguous and is
adequate to protect those insured.

The examiners found several violations of the form filing and use standards established by the statute
and the related regulation. Each of these violations involved use by the agent of general exceptions
that are not included in the forms filed by the Company with the Director. The language used by the
Company in the general exception in its filed forms is quite specific. The examiners assume the
Company has carefully chosen the language of the general exceptions filed in their commitment and
policy forms and intends its agents to use only those forms and the language contained therein.

The examiners found that certain agents used general exceptions in the following owner’s policies
that were not the same as the general exceptions used in the filed forms.

Reference: Section 381.211, RSMo, and 20 CSR 500-7.100(3)(A)

File No. Owner’s Policy | Agent
CMO0508013 A52-0353686 Covenant
CMO0510051 A82-0353683 Covenant

The following construction loan policies include certain standard exceptions. Standard exceptions
are not included in the loan policy forms filed with the DIFP Director.

Reference: Section 381.211, RSMo, and 20 CSR 500-7.100(3)(B)

File No. Policy No. Agency
CMO0510056 H45-0002122 Covenant
CMO0510057 H45-002123 Covenant

The examiners found that certain agents used general exceptions in the following commitments that
were not the same as the general exceptions used in the filed forms.
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Reference: Section 381.211, RSMo, and 20 CSR 500-7.100(3)(A)

File No. Policy No. Agency

CM051004 G52-0570504 Covenant
CMO0510044A | G52-0570505 Covenant
CM510049 G52-0570720 Covenant
CM10049A G52-0570521 Covenant
CMO0511070 G52-0570532 Covenant
CMO0510052 G52-0570507 Covenant
CM05100521 G52-0570508 Covenant
CMO0510056 H45-0002122 Covenant
CMO0510057 H45-0002123 Covenant
CM0512103 G52-0570530 Covenant
CMO0511062 G52-0570512 &13 Covenant

A52-0353686
CMO0508013 G52-0570518 Covenant
CMO0510051 A82-0353683 Covenant
G52-0570506

CMO0509030 G52-0570533 Covenant
CMO0511092 G52-0570527 Covenant
CM0512102 G52-0570529 Covenant
CMO0509021 H56-0049381 Covenant
CMO0509011 G52-0570492 Covenant
CMO0509003 G52-0570488 Covenant

2. Underwriting and Rating General Handling

Field Size:
Sample Size:

Type of Sample:
Number of Errors:

Error Rate:

39
39
census
35
89.7%

Within Dept. Guidelines: No

NOTE: A star (*) after a policy number denotes the policy was cited earlier in the underwriting
studies for a different error, but was only counted once in the number of errors.

a. Failure to Timely Record
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The agency acted as settlement agent and failed to record the security instrument for the following

transactions within three business days.

Reference: Section 381.412, RSMo.

No.

Date of Date Business of
File No. Disbursement | Recorded Days Agent
CMO0509015 | 10/17/05 Not provided Covenant
CMO0510036 | 11/10/05 11/16/05 4 Covenant
CMO0509027 | 10/13/05 10/25/05 8 Covenant
CMO0511074 | Unable to Unable to Covenant

determine determine
CMO0511066 | 11/30/05 12/20/05 14 Covenant
CMO0510049 | 11/18/05 11/30/05 6 Covenant
CMO0510049A | 11/18/05 11/30/05 6 Covenant
CMO0509023 | 11/3/05 11/10/05 5 Covenant
b. Incorrect Risk Rate

The agent charged a risk rate other than the risk rate filed with the Director of DIFP. The agent is

required to use risk rates filed with the DIFP.

Reference: Section 381.181, RSMo, and 20 CSR 500-7.100(3)(B)

Filed
Amount | Risk
File No. Policy Charged | Rate Agent
CMO0510051 A82-0353683 $96.00 | $137.50 | Covenant
CMO0508013 A52-0353686 $62.07 | $52.80 | Covenant
CMO0509021 H56-0049381 $48.00 | $80.00 | Covenant
CMO0512102 G52-0570528 $36.76 | $61.20 | Covenant
CMO0512102* | G52-0570529 $9.60 $16.00 | Covenant
CMO0511092 G52-0570527 $85.56 | $135.50 | Covenant
CMO0509011 G52-0570492 $45.68 | $67.60 | Covenant
CMO0510043 G52-0570503 $51.36 | $72.64 | Covenant
CMO0511062 G52-0570512 $66.46 | $108.48 | Covenant
CMO0511062* | G52-0570513 $18.96 | $31.60 | Covenant
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Filed
Amount | Risk

File No. Policy Charged | Rate Aqgent

CMO0508014 G52-0570485 $79.76 | $128.08 | Covenant
CMO0509004 G52-4509448 $119.18 | $177.20 | Covenant
CMO0509015* | H56-0049376 $104.26 | $149.50 | Covenant
CMO0509005 G52-0570490 $44.11 | $57.14 | Covenant
CMO0510036* | A82-0353682 $71.60 | $94.00 | Covenant
CMO0509024 G52-0570519 $72.48 | $118.28 | Covenant
CMO0510055 G52-0570510 $54.24 | $85.60 | Covenant
CMO0509023A | G52-0570540 $13.29 | $22.00 | Covenant
CMO0509023 G52-0570539 $48.24 | $80.40 | Covenant
CMO0511074* | G56-0049380 $60.50 | $101.20 | Covenant
CMO0511077 G52-0570522 $67.00 | $101.13 | Covenant
CMO0511066* | G52-0570537 $76.32 | $104.42 | Covenant
CMO0512103 G52-0570530 $106.16 | $162.80 | Covenant
CMO0511079 G52-0570523 $151.04 | $213.20 | Covenant
CMO0511069 G52-0570531 $51.67 | $85.60 | Covenant
CMO0510044 G52-0570504 $100.70 | $167.84 | Covenant
CMO0510044A | G52-0570505 $31.34 | $52.24 | Covenant
CMO0510049* | G52-0570520 $59.38 | $89.60 | Covenant
CMO0510049A* | G52-0570521 $16.92 | $28.20 | Covenant
CMO0510052 G52-0570507 $67.80 | $107.08 | Covenant
CMO0510052A | G52-0570508 $18.66 | $31.10 | Covenant
CM0510056 H45-0002122 $4.00 $50.16 | Covenant
CM0510057 H450002123 $4.00 $50.16 | Covenant
CMO0512103* | G52-0570530 $106.16 | $162.80 | Covenant
CMO0511070 G52-0570532 $54.88 | $74.08 | Covenant

C. Improper Fees

In the following file, the agent charged recording fees to the buyer in excess of the actual fee. In
several of these cases, the company refunded the overcharge during the examination of the company.

Reference: Real Estate Settlement Procedures Act of 1974, Sec 8(b), 12 USCA sec. 2607(a-b), and
24 CFR sec. 3500.14.

File No
CMO0509030

Agent
Covenant

Overcharge
81.00

Policy No.
G52-0570533

30



d. Unsound Underwriting

The agent’s commitment of 10/10/05 reflects title as held in the name of a “Charitable Trust.” The
prior owner of record had conveyed title to the “charitable trust” by quit claim deed dated 4/27/05
and recorded 5/12/05, approximately 6 months prior to the commitment. The agent had information
indicating the prior owner had filed a petition for chapter 7 bankruptcy on 10/12/05. The agent’s
notes indicate the title examiner passed on the issue. There is no indication that the quit claim deed,
recorded 5/12/05, was an arm’s length transaction for consideration. In fact, there is some indication
the previous owner may have retained an interest in the real estate. He was present at the office of the
agent on the day of the closing. His identification was copied to the file. He executed an affidavit as
to marital status. He granted a “durable power of attorney” to an individual associated with the
charitable trust dated 5/6/05, more than a week after the date of his quit claim deed. He signed and
instruction to the lender who was paid off in the closing.

It is not sound underwriting to fail to inquire as to the effects of a bankruptcy on a title to be insured.
Itis not a sound underwriting practice to fail to inquire whether a previous owner, who appears to be
active in some aspects of the management of a property, retains any ownership interests.

In addition, the agent failed to examine any trust instrument establishing the power of any purported
trustee to convey title. It is not sound underwriting to accept a deed executed by purported trustees
without first reasonably establishing that the trustees have the required authority to convey.

Reference: Section 381.071.1.2, RSMo

File No. Aqgent

CMO0510051* Covenant

The agent closed the transaction leading to this policy in escrow on 12/29/2005, and disbursed funds
on 01/03/2006. The agent recorded the deeds from the transaction on 01/06/2006. The agent issued
this lender’s title insurance policy on 01/23/2006. A different title agency not writing policies for
this insurer issued the owner’s policy of title insurance.

The settlement statement calls for cash from the purchaser in the amount of $11,742.00. The file
contains a statement executed by both the buyer and the seller certifying to the agency that funds in
the amount of $11,742.00 were being delivered to the agent for the purchase, that the funds were the
personal funds of the buyer, and that the funds did not represent a gift to the buyer.

Funds in the amount of $11,742.00 were delivered to the agency in the form of a bank’s Official
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Check, dated 12/30/2005, one day after the signed statement described above. The bank Official
Check, dated 12/30/2005 identifies the remitter as Missouri Public Benefit Corporation,
incorporated 04/29/2004, for a purpose described in the corporation articles as “to help individual
coming out of prisons and rehabilitation to reintegrate into society (sic).” The agent had no basis for
any belief that the funds provided for this closing were the personal funds of the buyers.

Real estate brokerage commissions were paid on behalf of the seller in this transaction in amounts
totaling $3,750.00. The file also contains a document captioned “Gxxxx Txxxx Disbursement Form
For Closing Agent/Escrow Officer Use Only” (redaction added) requesting that $12,434.59 be wired
from seller’s funds at closing to Gxxxxx Txxxx “for services rendered in assisting the sale of this
property.” The form references an address in Oklahoma, and the agent wired the funds to an
Oklahomabank. There is no indication that Gxxxx Txxxx was a realty agent licensed in Missouri.
There is no indication Gxxx Txxx was a party to this transaction. The agent prepared a settlement
statement executed by both the buyer and the seller that describes the payment to Gxxx Txxx as
“Payoff Gxxx Txxx.” Gxxx Txxx is or was executive director of an organization calling its self
“Newsong Buyer’s Assistance” located at the address appearing on the “Disbursement Form”
described above. The description of the payment was misleading.

It is not a sound underwriting practice to rely upon statements that are false on their face. It is not a
sound underwriting practice to accept funds into escrow from any entity not a party to the transaction
without a properly documented and reasonable explanation for use of the funds.

It is not a sound underwriting practice to disburse funds received into escrow for any purpose or in
any manner other than as described on the settlement statement.

The agent and the Company must insure only in accordance with sound underwriting practices.

References: Section 381.071.1.2, RSMo.

File No. Aqgent

CMO0511070* Covenant

C. Agents
1. Formsand Filings
The examiners reviewed LTIC’s policy forms to determine compliance with filing, approval, and

content requirements. This helps to assure that the contract language is not ambiguous and is
adequate to protect those insured.
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The examiners found several violations of the form filing and use standards established by the statute
and the related regulation. Each of these violations involved use by the agent of general exceptions
that are not included in the forms filed by the Company with the Director. The language used by the
Company in the general exception in its filed forms is quite specific. The examiners assume the
Company has carefully chosen the language of the general exceptions filed in their commitment and
policy forms.

The examiners found that certain agents used general exceptions in certain owner’s policies that were
not the same as the general exceptions used in the filed forms. Those violations are as follows:

Reference: Section 381.211, RSMo, and 20 CSR 500-7.100(3)(A)

File No. Owner’s Policy Agent

9592 A82-0282017 Tri County

J05-0990 A82-34094 JCT

WO0501078 | A82-0356985 Guaranty Land Title

C0503284 A82-0334604 Guaranty Land Title

C0506170 Z782-0345615 Guaranty Land Title

L0508119 A82-0345685 Guaranty Land Title

L0405036 A82-0341852 Guaranty Land Title

HUDO00159 | A82-0341779 Guaranty Land Title

X0507042 A82-0350418 Guaranty Land Title

R0510032 A82-0341650 Guaranty Land Title

5052053L (G52-0492787 North Missouri

02030153 (G52-0564044 Continental Title

05082142L | G52-0549097 North Missouri

0805-065 G52-0553088 Ste. Genevieve
County Abstract

5-01914 A82-0350790 US Title

5-16002 A82-035077 US Title

04026559 A82-0338290 US Title

04024349 A82-0329008 US Title

04010162 A82-0329210 US Title

04022115 A82-0331889 US Title

526079 A82-0354032 US Title

524036 A82-0331984 US Title

517995 A82-0353878 US Title

The examiners found that certain agents used general exceptions in certain commitments that were
not the same as the general exceptions used in the filed forms. Those violations are as follows:
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Reference: Section 381.211, RSMo, and 20 CSR 500-7.100(3)(A)

File No. Policy No. Agency
78518 H56-2001582 TS Connections
G52-0525950
506731 A82-0325737 US Title
G52-0538192

510846 A82-0332157 US Title
105976 H56-004-5-6 Investors
114507 H56-0036177 Investors
129707 G52-0337553 Investors
136691 H56-42161 Investors
File No. Policy No. Agency
139114 H56-0035479 Investors
142218 H56-0029549 Investors
142982 None Investors
143877 H56-0037610 Investors
144502 None Investors
144915 H56-0035679 Investors
145821 H56-0037724 Investors
146456 H56-0037762 Investors
148591 H56-0036003 Investors
149452 H56-0039524 Investors
151221 None Investors
151482 H56-0040861 Investors
152707 H56-0034996 Investors
153211 H56-0036438 Investors
153393 H56-0039999 Investors
153853 H56-0039365 Investors
154002 H56-0035386 Investors
154538 None Investors
158626 H56-0039370 Investors
160730 H56-0040802 Investors
162429 H56-42420 Investors
164101 H56-41188 Investors
165605 H56-42457 Investors
171049 H56-42501 Investors
174932 G52-0059448 Investors
89089 H56-0006189 Investors
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In the following file, the company used forms that were not filed with the Director of the DIFP. The
general exceptions in the commitment are not the same as the general exceptions in the filed form.
The filed form proposes to include standard exceptions only in an owner’s policy. However, the
limiting language is omitted from the form used.

The jacket sent with the commitment varies significantly from the form filed with the Director of
DIFP.

Reference: Section 381.211, RSMo, and 20 CSR 500-7.100(3)(A)

File No.

Policy No.

Form

Agency

78518*

H56-2001582

Commitment

TS

Connections

The following loan policy contains exceptions for matters otherwise excluded by the terms of the
policy or dealt with as standard exceptions but intended by the company to be omitted as exceptions
to a loan policy. Some of the exceptions are for matters discoverable on the record but not
specifically excepted by the policy. The practice of inserting generic exceptions may mislead the
consumer.

Reference: Section 375.1007(1), RSMo, and 20 CSR 100-1.120(1)

File No. Policy No. Exceptions Agency
200908 G52-0508478 | 5,6,7,8,9 and Burns Title
10

The following commitment forms contain the following language:

This commitment is not an abstract, examination, report, or representation of
fact or title and does not create and shall not be the basis of any claim for
negligence, negligent misrepresentation or other tort claim or action. The
sole liability of company and its title insurance agent shall arise under and be
governed by the conditions of the commitment and or policy subsequently
issued.

This language is not contained in the form filed with the Director.

Reference: Sections 375.1007(1) and 381.211, RSMo, and 20 CSR 500-7.100(3)(B)
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File No. Agent

LOIT424705 Integrity

506731 US Title

510846 US Title

2. Underwriting and Rating General Handling
Field Size: 23,879

Sample Size: 100

Type of Sample: Random

Number of Errors: 68

Error Rate: 68%

Within Dept. Guidelines: No

NOTE: A star (*) after a policy number denotes the policy was cited earlier in the underwriting
studies for a different error, but was only counted once in the number of errors.

a. Failure to Timely Record

The agency acted as settlement agent and failed to record the security instrument for the following
transactions within three business days.

Reference: Section 381.412, RSMo.

No.
Date of Date Business
File No. Disbursement | Recorded of Days Agent
104120011 1/10/05 1/14/05 4 Absolute
05ET0147 10/4/05 10/19/05 10 Equity
501270 9/19/05 9/23/05 4 Lake St.
Louis
060201193 3/23/06 3/29/06 4 Bankers and
Lenders
06020101120 | 2/6/06 2/10/06 4 Bankers and
Lenders
78518 2/24/06 4/17/06 6 TS
Connections
2030153 9/30/05 10/6/05 4 Continental
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M260080 3/28/06 4/28/06 23 H&M
Title
M250472B 12/6/05 3/6/06 52 H&M
Title
2004120028 | 12/15/04 None Archer
2005020462 | 2/28/05 3/7/05 5 Archer
2004080879 | 9/14/04 9/29/04 10 Archer
2005022032 | 3/23/05 None Archer
2005080867 | 8/29/05 None Archer
2005102034 | 1/4/06 None Archer
MO0507111 8/29/05 9/2/05 7 Guaranty
Land Title
05-S00242 10/14/05 11/1/05 12 Lincoln
Evans
C0503284 7/21/05 8/3/05 9 Guaranty
Land Title
C0506170 7/25/05 8/3/06 5 Guaranty
Land Title
L0508119 9/9/05 9/16/05 5 Guaranty
Land Title
HUDO00159 | 3/8/05 3/24/05 12 Guaranty
Land Title
No.
Date of Date Business
File No. Disbursement | Recorded of Days Agent
114507 8/29/03 9/18/03 13 Investors
129707 6/30/04 7/15/04 10 Investors
139114 4/08/04 4/20/04 8 Investors
142218 3/8/04 3/15/04 5 Investors
143877 3/29/04 4/28/04 22 Investors
144915 4/12/04 4/29/04 13 Investors
145821 4/9/04 4/26/04 11 Investors
146456 4/16/04 5/5/04 13 Investors
148591 5/7/04 5/17/04 5 Investors
149452 6/4/04 6/18/04 10 Investors
151221 5/28/04 6/16/04 12 Investors
151482 7/1/04 7/29/04 19 Investors
152707 6/28/04 7/09/04 8 Investors
153211 6/25/04 7/06/04 6 Investors
153393 6/22/04 6/30/04 6 Investors
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153853 7/16/4 8/19/4 24 Investors
154002 7/9/04 7/20/04 7 Investors
154538 6/22/04 7/1/04 7 Investors
158626 8/18/04 8/26/04 6 Investors
160730 8/31/04 9/7/04 4 Investors
162429 10/14/04 10/29/04 11 Investors
164101 10/13/04 10/19/04 4 Investors
165605 11/24/04 12/01/04 4 Investors
171049 1/27/05 2/14/05 11 Investors
LOIT424705 | 9/23/05 10/25/05 21 Integrity
5-16002 7/22/205 10/22/05 74 US Title
04026559 1/27/05 2/4/05 5 US Title
04024349 12/17/04 12/27/04 5 US Title
04010162 6/17/04 6/17/04 4 US Title
517995 7/20/05 7/27/05 5 US Title
510846 6/16/05 6/30/05 10 US Title
b. Incorrect Risk Rate

The agent reported an incorrect risk rate on the following policies. The agent is required to use risk
rates previously filed with the DIFP.

Reference: Section 381.181, RSMo, and 20 CSR 500-7.100(3)(B)

Amount listed | Filed Risk

File No. Policy on Policy Rate Agent
1012729 H99-0036813 | None $350.00 North MO
0512154MJ A82-0325432 | None $62.98 All

American
05ET0147* G52-0560060 | $303.59 $158.10 Equity Title
9800 G52-0550369 | $83.54 $77.10 Tri County
29806 G52-0524056 | $57.36 $95.60 Continental
20050176 G52-04997 $79.60 $111.70 Denman
PT-051534SL | 061373932 $49.20 $82.00 Pulaski
L0508119* G52-0558569 | $145.00 $242.00 Guaranty

A82-0345685 Land Title

C0210853 G52-0523192 | $96.00 $160.00 Guaranty

Land Title

38




X0504049 G52-0551551 | $42.00 $29.40 Guaranty
Land Title
M0507111* G52-0577698 | $49.20 $82.00 Guaranty
Land Title
C0506170* G52-0551407 | $159.12 $265.92 Guaranty
Land Title
A0508043 G52-0577630 | $45.84 $76.40 LandChoice
X0507042 G52-0551657 | $87.60 $146.00 LandChoice
C0503284* G52-0542011 | $154.80 $258.00 Guaranty
A82-0334604 Land Title
M250472B* | H99-0040913 |0 $24.00 H&M
05082142L G52-0549097 | $67.50 $27.00 North MO
05052053L G52-0492787 | 0O $165.00 North MO
02030153* G52-0564044 | $131.07 $218.45 Continental
2004120028* | H99-0031704 | $620.00 $99.12 Archer
2005020462* | G0520529842 | $517.00 $83.00 Archer
2004080879* | H99-0031486 | $250.00 $43.25 Archer
2005022032* | H99-0041789 | $487.50 $122.88 Archer
M260080* H99-0040962 |0 $239.45 H&M
05052053L* | G52-0492787 | $15.00 $6.00 North
Missouri
5-17995* A820353878 | $155.10 $204.40 US Title
510846* A82-0332157 | $202.00 $120.85 US Title
114507* 106729 $786.00 $471.60 Investors
139114* T033000096 | $322.50 $517.60 Investors
143877* T99030093 $119.00 $192.40 Investors
144502 246221 $218.00 $130.75 Investors
145821* L041000038 $149.00 $240.00 Investors
Amount listed | Filed Risk
File No. Policy on Policy Rate Agent
146456* A883002742 | $120.00 $194.00 Investors
149452* 17963000164 | $155.50 $250.80 Investors
151482* 72439 $404.00 $296.40 Investors
153393* 245640 $133.68 $210.00 Investors
153853* A982000468 | $126.00 $203.20 Investors
158626* T000100300 $144.50 $233.20 Investors
164101* 249480 $96.60 $110.00 Investors
89089 149829 $245.00 $272.00 Investors
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The following agency agreements provide for calculation of agency commission and net premium
payable to the Company based on a rate other than the rate filed by the Company with the director.

For example, in some cases the agency’s retained commission of 70% and the Company’s premium
net of commission are calculated from base rates of $3.50 for original owner or leasehold polices and
$2.50 for original mortgage policies. The company’s relevant filed rates are $1.40 for original issue
owner polices and $1.00 for original issue mortgage policies

No title insurer or title agent or agency may use or collect any premium except in accordance with
the premium schedules file with the director. Risk rate includes the agent’s commission.

Reference: Section 381.181.2, RSMo, and 20 CSR 500-7.100(1)(D)

File/Agency No | Agency

00029806* Continental

20050176* Denman Land Title Company

M250472B* H & M Title Agency

A0508043* LandChoice Company

A0508043* LandChoice Company

C0506170* LandChoice Company

C0503284* Guaranty Land Title

M0507111* Guaranty Land Title

L0508119* Guaranty Land Title

X0504049* Guaranty Land Title

C0210853* Guaranty Land Title

C. Total Charges

No policy, standard form endorsement or simultaneous instrument which provides title insurance
coverage shall be issued unless it contains the total amount paid for the issuance of the policy and the
risk rate. Charges include but are not limited to fees for document preparation, fees for the handling
of escrows, settlements or closing.

Reference: Sections 381.181, 381.031.4 and .14, RSMo, and 20 CSR 500-7.100(3)(B)

Total
Total Charges
Charges | Actually
File No. Policy on Policy | Paid Aqgent
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1012729* H99-0036813 | Not on Not on North

policy policy Missouri
05ET0147* G52-0560060 | $831.00 | $1231.00 | Equity
78518* H56-001582 Not $319.80 TS

Shown Connections

2004120028* | H99-0031704 | 620.00 870.00 Archer

2005020462* | G052-529842 | 517.00 767.00 Archer

2004080879* | H99-0031486 | 250.00 800.00 Archer

2005022032* | H99-0041789 | 487.50 658.00 Archer

LOIT424705* | A82-Z006290 | 364.84 464.84 Integrity

The following file shows a combined risk rate greater than the total charges for both the owners’ and
the lenders’ policies.

Reference: Sections 381.171 and 381.181, RSMo

Total
Charges
Actually
File No. Policy Risk Rate | Paid Agent
136691 A82-0287221 | 178.79 150.00 Investors
H56-042161

Improper Fees

In the following files, the agent charged recording fees or notary fees to the buyer in excess of the
actual fee.

Reference: Real Estate Settlement Procedures Act of 1974 (RESPA), Sec 8(b), 12 USCA sec.
2607(a-b). 24 CFR sec. 3500.14.

File No Policy No. Overcharge Agent
1027929* H99-0036813 $145.00 North Missouri
02030153* | G52-0564044 $101.00 Continental
78518* H56-7001582 156.00 TS Connections
f. Unsound Underwriting

The company failed to report all known and recorded matters affecting title in the following files.
Failure to do so is not sound underwriting practice.
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Reference: Section 381.071, RSMo.

File No. Agent

160730* Investors
153393* Investors
164101* Investors

In the following files, the agent had information that no funds used to acquire the property were
supplied by the named insured. The settlement statement showed a different buyer than the named
buyer on the bank check. The title agent amended its commitment to match the named buyer on the
settlement statement, not the party to whom the bank check indicated was buying the property. It is
not a sound underwriting practice to insure title as free of the interests of those who have paid all of
the costs of acquisition.

Reference: Section 381.071, RSMo

File No. Aqgent

144502 Investors

In the following file, the company relied on an inaccurate affidavit. An employee of the agent
prepared, executed, and recorded a “Scrivener’s Error Affidavit.” The agent’s employee asserts that
she was the supervisor of the individual who prepared or reviewed the warranty deed that was in
error. The deed in question was prepared by a different title agency, not by anyone at Investors Title.
There is no indication that any employee at Investors Title has been appointed attorney in fact for the
grantor named in the deed. Investors Title has not obtained permission to effect any changes in any
recorded instruments. Only proper grantors, their successors in interest, their duly appointed
attorneys in fact, or a proper order of a court of competent jurisdiction can operate to convey land not
already described in the recorded deed. The recorded affidavit appears to fail in this purpose.

It is not a sound underwriting practice to insure in reliance upon information and affidavits
containing inaccurate information.

Reference: Section 381.071, RSMo

File No. Aqgent

165605* Investors

In the following file, the company charged a risk rate of $149.00 and issued a $42,000.00 policy. The
purchaser borrowed $237,500.00 to purchase a lot for $42,000.00 with the remaining funds to be
used as a construction project. The funds for the construction project were disbursed by the agent.
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The value of coverage offered by the Company should be reasonably related to the dollar amount of
the loss that could reasonably be anticipated by the insured. The risk rate for a $237,500.00 policy is
$240.00. The company provided substantially less insurance coverage than the actual amount of a
known risk. This is an unsound underwriting practice.

Reference: Section 381.071.1.2, RSMo

File No. Aqgent

145821* Investors

The parcel descriptions in the policy contain the following language: “Subject to easements,
restrictions and reservations of record.” The added language is not a part of the description of land
and has no meaning within the context of the policy.

Including “subject to” language within the land description may cause an insured to conclude that a
matter otherwise within the coverage of the policy is excepted from coverage. Such a practice may be
interpreted as attempting to conceal the benefits, coverages or other provisions of a policy.

Reference: Sections 375.1007(1) and 381.071.1.2, RSMo, and 20 CSR 100-1.020(1)

File No. Policy No. Agency

200908* G52-0508478 Burns Title

Title in the following file was held in a living trust. The agent did not verify the existence of the
trust, did not verify the identity of the trustees of the trust, and did not establish that the trustees have
authority to mortgage the property. The deed of trust secured the note of an individual. The agent did
not verify authority of the trustee to encumber the property as security for the loan of an individual.
The deed of trust was not acknowledged by any person purporting to act in the capacity of trustee.
The deed of trust was a reverse mortgage intended to secure a promissory note due in full upon the
death of an individual. The deed of trust may fail to encumber the real estate.

It is an unsound underwriting practice to insure a deed of trust that may fail to secure the promissory
note. It is an unsound underwriting practice to fail to verify the existence of a trust, the identity of the
trustees, and the capacity of the trustees to act in the manner proposed.

Reference: Section 381.071.1.2, RSMo

File No. Policy No. Agency

78518* H56-7001582 TS Connections
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The policy vests title to “Dorothy M. An*** by Deanna F**** her Attorney in fact” The attorney in
fact has no interest in the real estate.

The policy makes exception for a recorded power of attorney. A power of attorney conveys no
interest in real estate. It is not a sound underwriting practice to vest title naming parties who have no
interest in the real estate, nor is it a sound underwriting practice to except for matters not affecting
title.

Reference: Section 381.071.1.2, RSMo

File No. Policy No. Agency

05082142L* G52-0549097 North Missouri

In the following files, the examination of title was not sufficient in extent or in detail to permit a
reasonable conclusion that the owner’s policy of title insurance would show all known and recorded
matters affecting title. The company and the agent are required to show all known and recorded
matters affecting title when issuing or proposing to issue an owner’s policy of title insurance.

Reference: Section 381.071, RSMo.

File No. Aqgent
143877* Investors
136691* Investors
158626* Investors
114507* Investors
153853* Investors
139114* Investors
154002* Investors
164101* Investors
129707* Investors
148591* Investors
153211* Investors
149452* Investors
165605* Investors
510846* US Title

In the following files, the examination of title was not sufficient in extent or in detail to demonstrate
aright of access to the land. It is not a sound underwriting practice to fail to establish that necessary
private easements for access to the land are established on the record and available for use.
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Reference: Section 381.071, RSMo.

File No. Agent
162429* Investors
114507* Investors

g. Failure to Maintain Files

The following files did not contain a copy of the title insurance policy, the examiners were unable to
determine the date the policy was issued, the risk rate displayed on the policy or the total charges on
the policy. The HUD-1 indicates the consumer paid for Title coverage. The insurer failed to
maintain its records, documents and other business records in a manner so the practices of the
insured could be readily determined during a market conduct examination.

Reference: 20 CSR 300-2.200(2) (as amended 20 CSR 100-8.040, eff. 7/30/08)

File No Aqgent
2005080867* Archer Title

2005102034* Archer Title

The following file contains no evidence that any title examination was ever performed by the agent.
The file does not contain a copy or an abstract of deed. The agent and the company are required to
maintain evidence of the examination of title and determination of insurability for a period of not
less than 15 years.

Reference: Section 381.071.3, RSMo.

File No. Agent
151221* Investors
h. Agent Acting as an Insurer

In issuing the commitment in this file, TS Connections, LLC acted as a title insurer. No person other
than a domestic, foreign or alien title insurer organized on the stock plan and duly licensed by the
director may transact the business of title insurance as an insurer in the State of Missouri.

The agent delivered a “commitment for title insurance” under cover dated 1/23/06. The first sentence
of that “commitment for title insurance” reads as follows: “We, Title Stream, will issue our title
insurance policy or policies (the Policy) to You (the proposed insured) upon payment of the premium
and other charges due, and compliance with the requirements in Schedule B Part | and securing

45



adequate information to clear all information listed in Schedule B Part 11.”

Title Stream is a registered fictitious name for TS Connections Agency, LLC, the legal name of
which is TS Connections, LLC, a Delaware limited liability company. TS Connections is a licensed
title insurance agency not an insurer in the State of Missouri

Reference: Sections 381.031.19 and 381.041, RSMo.

File No Adgent
78518* TS Connection
3. Failureto Issue Policiesin a Timely Manner

Failing to issue policies in a timely manner is not a violation of any statute or regulation. However,
long delay in issuing the policy is not in the interest of the consumer. The underwriter is not aware of
reportable premium until the policy is issued and may be unable to promptly pay premium taxes
when due. The Company has not fully complied with record maintenance obligations until the policy
has been issued. In addition the insured does not receive notice of how to file a claim or the address
and phone number of the underwriter until the policy is issued. Furthermore, SB 66, Section
381.038.3, RSMo, eff. 8/28/07, will require insurers to issue their policy within 45 days after
completion of all requirements of the commitment for insurance.

Date Co had
Enough
Policy Information Date No. Days
File No. Number to Issue Issued to Issue | Agency
104120011 H99-0026238 | 1/10/05 4/25/07 473 Absolute
12154KJ A82-0325431 | 9/1/05 11/10/05 | 70 All
American
02030153 G52-0564044 | 10/6/05 3/11/06 156 Continental
M250472B H99-0040913 | 12/6/05 3/13/06 96 H & M Title
CMO0510051 A82-0353683 | 11/29/05 6/7/06 190 Covenant
G52-0570506
CMO0509030 G52-0570533 | 11/10/05 1/23/06 74 Covenant
CMO0509011 G52-0570492 | 10/5/05 12/7/05 63 Covenant
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CMO0508013 G52-0570518 | 10/7/05 1/10/06 95 Covenant
Ab52-0353686

114507 H56-0036177 | 9/18/03 8/9/04 326 Investors
A82-0285907

129707 G52-0337322 | 7/15/04 12/1/04 139 Investors
A82-0283496

136691 H56-42161 10/28/03 10/22/04 | 323 Investors
A82-287221

139114 H56-0035479 | 4/20/04 8/16/04 118 Investors
A82-0285268

142982 A82-0258683 | 3/23/04 7/26/04 125 Investors

143877 G52-0252598 | 4/28/04 8/2/04 96 Investors
H56-0037610

144502 A82-0285291 | 4/20/04 8/16/04 118 Investors

144915 H56-0035679 | 4/29/04 8/17/04 103 Investors

Date Co had

Policy Enough Infor. | Date No. Days

File No. Number to Issue Issued to Issue | Agency

145821 H56-0037724 | 4/26/04 8/5/04 101 Investors
A82-0271983

146456 H56-0037762 | 5/5/04 8/10/04 97 Investors
A88-3002742

148591 H56-0036003 | 5/17/04 8/25/04 100 Investors
A82-0285692

149452 A96-3000164 | 6/18/04 8/20/04 63 Investors
G52-0252670

151221 A82-286064 | 6/16/04 8/24/04 69 Investors

151482 H56-0040862 | 7/29/04 11/9/04 103 Investors
A82-0081974

153393 H56-0040000 | 6/30/04 10/6/04 98 Investors
A82-0286878

154538 A82-028985 | 7/1/04 9/2/04 63 Investors

160730 H56-004803 | 9/7/04 12/8/04 92 Investors
A82-287796

162429 A82-288037 | 10/29/04 2/28/05 122 Investors
H56-0042420

164101 H56-0041188 | 10/19/04 1/28/05 101 Investors
A82-0287873

165605 H56-0042458 | 12/01/04 2/11/05 72 Investors
A82-0287466
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89089 H56-0006189 | 5/12/03 7/1/05 781 Investors
5-16002 A820350777 | 7/22/205 1/19/06 203 US Title
04026559 G520546785 | 1/27/05 8/26/05 211 US Title
A820338290
04024349 A820329008 | 12/17/04 6/28/05 193 US Title
G520531406
04010162 G520531543 | 6/17/04 7/11/05 389 US Title
A820329210
526079 A820354032 | 9/30/05 4/28/06 210 US Title
G520594254
524036 G520553226 | 11/15/05 3/8/06 113 US Title
A820331984
517995 A820353878 | 7/20/05 3/1/06 224 US Title
G520575312
LOIT424705 | A82-006290 | 9/23/05 3/17/06 143 Integrity
G52-7-17317
506731 A82-0325737 | 5/12/05 8/4/05 84 US Title
G52-0525950
The company failed to issue policies in the following files.
Date Co had
Enough
Policy Information | Date No Days
File No. Number to Issue Issued to Issue | Agency
J05-0990 A82-34094 1/25/07 Not 849+ JCT Title
issued
0501270 G52-0548491 | 9/19/05 Not 616+ Lake St.
issued Louis
PT-051534- | 0061373932 | 8/15/05 Not 654+ Pulaski
SL issued
060201193 | G52-0533439 | 3/23/06 Not 434+ Banker’s and
issued Lenders
PT-06- H99-52346 4/5/06 Not 426+ Pulaski
1018SL issued
0601011206 | G52-0533434 | 2/6/06 Not 484+ Bankers &
issued Lenders
PT-05-2893 | H99-48595 12/14/05 Not 533+ Pulaski Title
Issued
MO0507111 | G52-0577698 | 9/2/05 Not 657+ Guaranty
issued Land Title
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X0507042 G52-0551657 | 8/8/05 Not 676+ Guaranty
issued Land Title
R0510032 G52-0542476 | 10/13/05 Not 610+ LandChoice
issued
A0508043 G52-0577630 | 9/27/05 Not 626+ LandChoice
issued
C0503284 A82-0334604 | 7/21/05 Not 694+ Guaranty
issued Land Title
C0506170 A82-0345615 | 7/25/05 Not 691+ Guaranty
G52-0551407 issued Land Title
MO0507111 | G52-0577698 | 12/29/05 Not 532+ Guaranty
issued Land Title
L05081919 | G52-0558569 | 9/9/05 Not 654+ Guaranty
A82-0345685 issued Land Title
L0405036 A82-0341852 | 7/1/04 Not 1079+ Guaranty
issued Land Title
HUDO00159 | A82- 3/8/05 Not 829+ Guaranty
03417790 issued Land Title

The following files did not contain sufficient documentation to determine when the policy was

issued to the insured.

Reference: 20 CSR 300-200(2) (as amended 20 CSR 100-8.040, eff. 7/30/08)

Date Co had
Enough
Policy Information to
File No. Number Issue Date Issued Agency
5-01914 A820350790 | Undetermined Undetermined UsS Title
04022115 | G520538444 | Undetermined 8/11/05 UsS Title
A820331889

[1. Claims Practices

A. Claim time studies

In determining efficiency, examiners look at the duration of time the Company used to acknowledge
the receipt of the claim, the time for investigation of the claim, and the time to make payment or
provide a written denial. DIFP regulations define the reasonable duration of time for claim handling
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as follows: (1) payment or denial of claim within 15 working days after the Company completes
investigation, (2) settlement of the claim within 30 days of the receipt of all necessary documentation
to determine liability. When the Company fails to meet these standards, examiners Criticize files for
noncompliance with Missouri laws or regulations.

Field Size: 224
Sample Size: 56
Type of Sample: Systematic

Following are the results of the time studies.
Acknowledgement Time

Number of Errors: 5
Error Rate: 8.9%

The examiners noted the following error in this review.

The Company failed to acknowledge the following claims within 10 working days of notification of
the claim. The claim is received when the agent is notified.

Reference: 20 CSR 100-1.010(1)(G), and 20 CSR 100-1.030 (1)

Claim No. No. of Days to
Acknowledge

C103909 19

C121167 36

C034011 14

C029538 30

The following file did not contain enough documentation to determine if the company acknowledged
the claim. The insurer must maintain its books, records documents and other business records in a
manner so that practices of the insurer may be readily ascertained during a market conduct review.

Reference: Section 381.071(3), RSMo, and 20 CSR 300-2.200(2) (as amended 20 CSR 100-
8.040, eff. 7/30/08)

| Claim No. |
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| C114817 |

Deter mination Time

Number of Errors: 0
Error Rate: 0

The examiners noted the no errors in this review following errors in this review.
Investigation Time

Number of Errors: 1
Error Rate: 2%

The examiners noted the following errors in this review.

The Company failed to complete the following investigation within 30 days of the initial notification
of the claim. There is no indication that an investigation could not have been completed in 30 days.
The agent involved in this claim did not fully cooperate with the company’s efforts to obtain an
examination of title, which is necessary to investigate the claim. This claim has been open for more
than nine months without an investigation.

Reference: Section 375.1007(3), RSMo, and 20 CSR 100-1.040

Claim No.
C122553

B. General Handling Practices

In addition to the Claims Time Studies, examiners reviewed the Company’s claims handling
processes to determine adherence to unfair claims statutes and regulations and to contract provisions.

Field Size: 224
Sample Size: 56

Type of Sample: Systematic
Number of Errors: 3

Error Rate: 5%

The company failed to maintain a copy of the policy. The terms of the policy are relevant to
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determine coverage in the event of a claim. The company failed to maintain documents and records
so their practices could be readily ascertainable.

Reference: 20 CSR 300-2.200(3)(B) (as amended 20 CSR 100-8.040, eff. 7/30/08)

Claim No.

C110016

The policies covering the claim in this file were dated 1/18/2000. The company received notice of
the claim on 3/27/2000, and issued the policy on 3/27/2000, but sent the originals to the Company.
The originals of the policy are in the claim file. Failing to provide the consumer with a copy of their
policy denies them the opportunity to be notified of specific policy provisions including how, when,
and where to file a claim. The Company has not fully complied with record maintenance obligations
until the policy has been issued. In addition, the insured does not receive notice of how to file a claim
or the address and phone number of the underwriter until the policy is issued.

Reference: Sections 148.320, 148.340, and 381.221, RSMo, and 20 CSR 300-2.200(3)(A)(2) (as
amended 20 CSR 100-8.040, eff. 7/30/08)

Claim No.

C005965

The company keeps small claims’ records separate from the large claims that are sent to the Dallas
claims office. LTIC had one small claim during the examination period. The company was unable to
provide a file for this small claim. The company is required to maintain books, records, documents
and other business records in a manner so the practices of the insurer may be readily ascertained. The
examiners can not readily ascertain the claims practices of the insurer for this small claim.

Reference: 20 CSR 300-2.100 (as amended 20 CSR 100-8.040, eff. 7/30/08)

Claim File Journal Id

M104348 CLD0401

The company insured Washington Mutual Bank as holder of a deed of trust dated 7/23/04. The deed
of trust was never recorded. Record title appeared to be in Matthew J Fxxx and Jennifer L Fxxx, a
divorced couple. The deed of trust of 7/23/04 was executed by Matthew J. Fxxxx only. The company
successfully pursued and action to quiet title in Matthew J. Fxxxx only. The insured, Washington
Mutual Bank, was the petitioner in the suit to quiet title. Its cause for action was based on an
assertion that it was the holder in due course of a recorded deed of trust. There is no indication that
Washington Mutual Bank was ever the holder of the deed of trust. It is not a sound underwriting
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practice to insure title on the strength of a judicial decision sought and granted based on inaccurate
assertions.

The insured became aware of the problem after commencing foreclosure proceedings in 2005. The
deed of trust as drafted called for execution by Matthew J. Fxxx and Jennifer L. Fxxx. The Fxxx
previously divorced. The company did not obtain execution of the deed of trust by Jennifer L Fxxx.
An employee of the company wrote an email to claim staff dated 10/9/05 and reading in part; “The
original DOT provided by the lender had both husband and wife name on it and we were able to
white out the sections with the wife’s name and only show the husband’s name and He is the only
signer on the document. The document is properly notarized and acknowledged.” It is not a sound
underwriting practice to alter recordable documents without the authorization of the parties to the
document.

Reference: Section 381.071.1.2, RSMo

Claim File File No Aqgent

C115207** 1290509VT OneStop Direct

** Not counted in error ratio. Underwriting errors discovered in claim file.

C. Indemnity letters

The Company provided access to all requests for indemnity letters. The examiners reviewed a total
of 70 Indemnity letter files for LandAmerica. Eighteen of those files were for LTIC. The company
does not keep a log of the indemnity files. They file indemnity letters for all three underwriters
(Commonwealth Land Title Insurance Company, Transnation Title Insurance Company and Lawyers
Title Insurance Corporation) in the same folders organized by month. The examiners randomly chose
files for several months for review.

The examiners found the following errors in this review.

Investors Title insured a 1999 mortgage and supplied a copy of a settlement statement showing
payoff of an earlier 1996 mortgage. Investors did not supply a copy of a payoff check or a payoff
transmittal, and the supplied settlement statement was not signed.

U.S. Title issued a 2006 commitment showing the 1996 mortgage as open but without showing the
1999 mortgage. The 1996 mortgage had a face amount of $148,000.00, and the 1999 mortgage had a
face amount of $141,950.00. It appears that no inquiry was made as to the status of the 1999
mortgage to determine if it was satisfied by 2006. As such, the examination of title was not adequate
for a proper determination of insurability.
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Reference: Section 381.071.1.2, RSMo

File No. Policy No.

Investors Title 135-03-293112

The owner of the property acquired title by a deed recorded in 2004. The company’s agent later
insured a deed of trust and recorded it on 1/10/05. A later examination of title revealed three
judgment liens predating the mortgage which was recorded in 2005. The agent had closed the
mortgage transaction in escrow. There was no indication that the January, 2005 transaction was a
purchase money mortgage. The agent’s settlement statement copied to the file does not evidence
payment of the earlier judgment liens. The company became aware of the unsatisfied judgment liens
by an e-mail dated 3/25/06, from counsel representing the assignee of the insured lender. This issue
should have been treated as a claim. However, the company failed to acknowledge and investigate it
assuch. Itis possible an investigation would have provided evidence that would have made this issue
appropriate for a letter of indemnification. An investigation was not conducted, and no notice of
acceptance or denial of the claim was ever given to the claimant.

Reference: 20 CSR 100-1.030(1) and (3), 20 CSR 100-1.040 and 20 CSR 100-1.050(1)(A)

File No Policy No.

MJ65598 G52-0495148

IV. Consumer Complaints

There were no consumer complaints for the time frame of the examination.

V. Unclaimed Property

The examiners conducted a review of the LTIC procedures for recoding and reporting unclaimed
property to determine compliance with Missouri’s Uniform Disposition of Unclaimed Property Act,
Section 447.500 et seq., RSMo.

The Company filed no reports during the review period.
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VI.  Formal Requests and Criticisms Time Study

A. Criticismstime study

Calendar Days Number of Criticisms Percentage
0to 10 343 96%
10-100 4 1%
No response 11 3%

358 100%

Reference: Section 374.205.2(2), RSMo, and 20 CSR 300-2.200(5) and (6) (as amended 20 CSR
100-8.040, eff. 7/30/08)

B. Formal request time study

Calendar Days Number of Requests Percentage
0to 10 14 100%

Reference: Section 374.205.2(2), RSMo, and 20 CSR 300-2.200(5) and (6) (as amended 20 CSR
100-8.040, eff. 7/30/08)
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EXAMINATION REPORT SUBMISSION

Attached hereto is the Division of Insurance Market Regulation’s Final Report of the examination of
Lawyers Title Insurance Corporation, Examination Number (0612-67-PAC). This examination was
conducted by Martha (Burton) Long, Joseph Ott, and Ted Greenhouse. The findings in the Final
Report were extracted from the Market Conduct Examiner’s Draft Report, dated April 10, 2008.
Any changes from the text of the Market Conduct Examiner’s Draft Report reflected in this Final
Report were made by the Chief Market Conduct Examiner or with the Chief Market Conduct
Examiner’s approval. This Final Report has been reviewed and approved by the undersigned.

Jim Mealer Date
Chief Market Conduct Examiner
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MONROE HOUSE LAW CENTER
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Law Offices pROFESBIONAL REGISTRATION

Inglish & Monaco

A Professional Corporation

237 B. High Street P.O. Box 67 Jefferson City, Missouri 65102
573/634-2522 FAX 573/634-4526

E-Mail: inglishmonaco@inglishmonaco.com

Nicholas M, Monaco

e T *Ann Monaco Wi
COMIDENTIAL AND T Gk Wercen
FOR SETTLEMENT AND Gerard “Jay” Harms, Jr,
DISCUSSION PURPOSES ONLY Todd B, Trelan

(1921-2008) John W, Inglish
(1929-1991) Charles P. Dribben

Via Hand Delivery & E-mail (1906-2004) William Barton
November 23, 2009 of Counsel:
Andrew Jackson Higgins

Retired

- 1 Former Judge:

Carolyn H. Kerr, Senior A‘ttornt?y,. AIE, AIRC Shth Judicial Clrcom et o
Insurance Market Regulation Division Missour] Supreme Court {1979-1991)

Missouri Department of Insurance, Financial
Institutions and Professional Registration
301 West High Street, Room 530

Jefferson City, MO 65109

Re: Lawyers Title Insurance Company - Market Conduct Examination

Dear Carolyn:

Attached please find for filing by and on behaif of Lawyers Title Insurance Company
(“Lawyers Title”) the company’s formal Response dated November 23, 2009, to the
Department’s draft Report dated November 3, 2009.

The company’s reply draft Stipulation will be filed under separate cover.

Should you have any questions or wish to discuss this matter, please feel free to contact

Mark Warren or me at 634-2522, or at our e-mail addresses of
mwarren(ainglishmonaco.com and awarren@inglishinonaco.com.

Thank you for all your courtesies with regard to this matter.

Sincerely,

S
mﬁv\f\w/ |
Ann Monaco Warren
AMW/mjw
Encl.
ce: Michael Rich (via E-mail w/encl)

*Also Admitted to Texas and Oklohoma
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Response of
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GENERAL OBJECTIONS

The Market Conduct Examination Report (The Report) of the Missouri Department of
Insurance (Department) raises many issues that have never been raised before by the Department
in its examinations, notwithstanding that the practices in question have been constant for many
years. Many of these criticisms are raised repetitively in the Report and would needlessly burden
Fidelity National Title Insurance Company’s (the Company) response to repeat its position at
length each time it applies to an item in the Report.

In the interest of brevity and efficiency, the Company does not re-state the examiner’s
findings verbatim, but either cites the section of the Report, the applicable file or policy number,
or, in the case of multiple criticisms of a particular transaction, the Company will paraphrase or
briefly summarize the criticism. However, whether or not referred to specifically in any given
response to any given criticism, the Company intends for these general objections to be
applicable, as appropriate, to disputed criticisms in the report. Failure to include an objection in
a response is not a waiver of the applicability of one or more applicable general objections to a

criticism.

1. SOUND UNDERWRITING PRACTICES

The Company acknowledges its statutory obligation to employ sound underwriting
practices and, in a few cases, the examiners have pointed out unsound underwriting practices.

However, the examiners have attempted to apply this term much more broadly than the
meaning of the term permits. The General Assembly or the Director, by regulation, could define
the term, but they have not done so. Therefore, the ordinary, everyday meaning ascribed to that
phrase must be applied.

The generally accepted definition of the phrase “sound underwriting practice” is the
acceptance of risk in a manner that will not unduly expose the Company io loss, with the
potential of depleting its reserves to the detriment of other policyholders. The term has never
been used to describe practices that push more of the risk onto the policyholder than might
arguably be appropriate. Also, the term does not apply to practices that, while perhaps not
technically perfect, do not expose the Company unduly to liability.

The fact that an examiner may reach a different conclusion from the agent or the insurer
does not mean that a violation of 381,071 RSMo as occurred. Underwriters may themselves
disagree as to the effect of a particular matter. Indeed, there may be some matters which an
underwriter will agree to insure over. In someé cases, an underwriter is guided by the legal
opinion of the underwriter’s counsel which may be at variance with the examiner. So long as the
title search satisfies the statutory provisions and the exceptions are within the guidelines set forth
by the insurer, an agent is not in violation of the statute even if the examiner disagrees with the
agent.

The various transactions for which title insurance is provided are as unique as the
individual tracts of land the policies insure. Underwriting is much more an art than a science.



Tust as each fransaction and each party is unique, so are the title insurance issues that arise. It
follows that the responses to these challenges by the insurer and its title insurance agent will be
similarly varied. The Company and its agents strive to provide title insurance products and close
fransactions to the satisfaction of all parties. Just as there are numerous ‘ways to interpret any
artwork, there are numerous ways of interpreting the responses of the insurer and the agents to
these challenges.

2. ABSENCE OF PRINTED EXCEPTIONS IN LOAN POLICY SCHEDULE B

Although most loan policies are issued witlout the general (printed exceptions), the
Company is entifled to raise them in the loan policy, because they are in the commitment.
(Unless, of course, the insured has bargained for their omission and has tendered the proper
proofs to the issuing agent).

The historical reason they are not printed in the loan policy Schedule B is because many
years ago, lenders expressed the preference that they not show up in the policies at all. The
alternative to not printing the exceptions is to use Schedule B with the printed exceptions and
then delete them by note. This requires the lender’s document examiner to look for two things:
the exception and the note removing it. Tenders claims that this practice creates an unnecessary
step, and so many years ago, the title insurance industry acquiesced in the lenders’ preferences.

It should be mentioned that the practice cited by the examiners has been followed by
every title insurer in every state, including Missouri, for at least 40 years.

3. UNLAWFUL DELEGATION OF LEGISLATIVE POWER

The General Assembly has delegated rule-making authority to the Director of the
Department of Insurance, and the Company acknowledges that many of the issues raised by the
examiners could properly be the subject of valid regulation, but the Director has not seen fit to
address them. A case in point cited numerous times in the Report is the use of “hold open”
commitments. The Company, as most others in the industry in the latter part of 2004, instructed
its agents to cease this practice due to concerns raised by the Department at that time. However,
the Department never issued a written regulation prohibiting the practice.

The Company further acknowledges that the examiners have authority under law to not
only apply the statute and regulations in their work, but also to formulate reasonable and logical
extensions thereof.

The examiners may not, however, regulate through their examination repotts. To the
extent that the Director has authorized them to do so, the Company believes it is an unlawful
delegation of legislative power.

If the examiners encounter what they believe are violations of statute or regulation which
have been known to the Department for many years, and never raised on Market Conduct
Examination in the past, they should seck the issuance of a ruling or regulation on the subject,



with notice to regulated companies and an opportunity to conform, To do less is probably
violative of both the United States and Missouri Constitutions.

4. ISSUING AGENCY CONTRACT

The Company is perplexed by the many references to its Issuing Agency Contracts and
matters governed by them in its Report in the same contexts as if they were statutes or
regulations to wbich the agency is subject. In a sense, they may be so, but these provisions are
for the Company’s benefit and their violation is not chargeable to the Company.

The Company objects to any assertion by the Department that the Company can be
subject to sanction for breach of an agency or contractual provision that is for the Company’s
benefit.

5. STATUS OF CERTAIN AGENTS

The examination of Phoenix Title, Title Insurers Agency and America’s Title Source
reveal many alleged violations. The Company belicves it is germane to point out to the
Department that it has cancelled its Issuing Agency Contracts with those agencies, and, in fact,
those agencies are no Jonger in business. Further, the Company has cancelled its Agency
Confracts with Nations Title Agency, U.S. Title Guaranty and Investors Title. The Company is

no longer represented by these agencies.

6. DELAY OF POLICY ISSUANCE

While not citing the Company or agent for a violation of law, the Company respectfully
states that it is inappropriate to citc a law that became effective after the closing date of the
cxamination to suggest disapproval of a practice that was lawful at the time of occurrence. The
Company believes that any references to the issuance of a policy that would violate current
§381.038.3 RSMo should be removed from the examination as being extraneous and unfair.

7. FORFEITURE _ASSERTED AGAINST UNDERWRITER _FOR__AGENCY
VIOLATIONS

Non-affiliated agencies are independent businesses, over which the Company has only a
limited amount of control. The scope of the duties and authority granted to the agent or agency
is expressly provided for in the agency agreement. In instances where the agent/agency has an
independent obligation to comply with Missouri law, and where that duty is not one assumed by
the insurer under the agency agreement, and where such act or omission is outside the scope of
his or her agency agreement, the Company 1s not liable for that violation and is not in violation
of its legal obligations under Missouri law.

In some cases, violations of insurance laws and regulations might be suggestive of
inadequate supervision by the underwriter. In other cases, however, the underwriter is blameless
for the acts or omissions of the agency, and should not be held accountable. An example of this



situation is the failure of agencies to furnish files or respond to examiners criticisms in a timely
fashion. The Company has advised its agents of the importance of punctual compliance with the
examiner’s communications. It can do no more. In these cases, any penalty asserted should be
against the agency and not the underwriter.

8. Timely Recording:

§381.412.1 RSMo reads:

A scttlement agent who accepts funds of more than ten thousand dollars, but less
than two million dollars, for closing a sale of an interest in real estate shall require
a buyer, seller or lender who is not a financial institution to convey such funds to
the settlement agent as certified funds. The settlement agent shall record all
security instruments for such real estate closing within three business days of such
closing after receipt of such certified funds. (emphasis added)

This statute was repealed and replaced by §381.026 RSMo on January 1, 2008. The law
clearly recognizes that a settlement agent is responsible for timely recordation, not a title agent.
A title agent has a limited agency authority from the Company and is an agent for purposes of
title issuance, not settlement. The recordation of documents, while required for title issuance
purposes, is not time dependent. Even though the State of Missouri may have required
recordation within three business days prior to 2008, the failure of a settlement agent to comply
did and still does not affect the insurability of the transaction or the legitimacy of the policy. The
Company recognizes that under circumstances when its own employees may conduct settlement
and arrange for the recordation of the document, a citation for a statutory violation for failure to
record within three business days may be appropriate under the terms of the prior law. However,
when the failure to record is the result of an act or omission of a person acting outside the scope
of his or her agency agreement, the Company is not liable for that violation and is not in
violation of its legal obligations under Missouri law.

9. Applicability of New Regulations

Numerous portions of the examiner’s findings and reports and the stipulations seek to
apply provisions of the title insurance act which became effective on January 1, 2008,
retroactively for violations which occurred prior to the effective date of the new law. Also, there
are numerous citations and use of regulations within 20 CSR 100-8.002 et. seq. which are
applied in retroactive fashion. The Market Conduct Regulations effective 11-30-08, likewisc are
not subject to retroactive applications. The prospective application of a statute is “presunied
unless the legislature demonstrates a clear intent to apply the amended statute retroactively, or if
the statute is procedural or remedial in nature. Tina Ball -Sawyers v Blue Springs School District
(2009 WL1181501 Mo App. WD). Substantive laws “fix and declare primary rights and
remedies of individuals concerning their person or property, while remedial statutes affect only
the remedy provided, including laws that substitute a new or more appropriate remedy for the
enforcement of an existing right. Id citing Files v. Wetteru, Inc. 998 SW 27 95 at 97 (Mo App.
1999). Ergo, to the extent that changes to the title law affect the rights and duties of the



companiés for which they are held responsible and are subject to penalty, they are Substantive
and should not be applied retroactively.

Thus, we tequest that the Department modify its reports such that retroactive application
of laws and regulations which affect substantive rights which result in a violation and forfeiture
against the examined company be removed from the reports and the resulting draft stipulations
be amended accordingly.

10. Scope of Agency & Statutory Separation of Duties Between Insurer and its Agent,

The Department also issued additional examination warrants to examine title
agencies appointed to do business with Fidelity. Because of these examinations, the department
examiners found alleged violations of various laws by agents doing business with the company.
As a result of these examinations, the department is attempting to hold the company responsible
as a principal for violations by its agent or an agent based on the conclusory statement that as the
principal, Lawyer’s is responsible for the acts of its agent and is bound by agency principals for
the agents actions.

In taking this improper position, the department ignores that fact that the company has an
agency agreement with the agent which the agent is bound to follow. An “Insurance agent,
acting within the scope of his authority, actual or apparent, may bind an insurance company....”
Parshall v Buetzer 195 SW 3 515, (Mo. App. W.D. 20006) citing Voss v American Mutual
Liability Insurance Company, 341 SW 2™ 970, at 275 (Mo App.1960). Actual authority is the
“power of an agent to affect the legal relations of the principal by acts done in accordance with
the principal’s manifestation of consent to him”. 1d.

Because the company is not bound by or responsible for the acts of an agent or agency
acting outside the scope of the companies’ “manifestation of consent,” it is improper for the
Department of Insurance to cite and fine the company for alleged acts of its agents which are
outside the scope of the authority granted to them in their agency agreement. The attempt by the
Department within the scope of a market conduct examination to abrogate well settled case law
with respect to the duties of principals and agents is also improper. Further, the position taken
by the Department would have the effect of allowing agents to ignore their agency agreements
with the principal and violate the law at will knowing they will not be held accountable for their
actions. The position of the Department will also act to give agents or agencies apparent
authority to conimit actions, legal or illegal, with no accountability from the agent or agencics
for their actions to the principal. Further, this represents an attempt by the Department to

directly interfere with the contractual relationship of the principal and agent.

For example, Section 2 of a Nations Title Agency Agreement (used as an example here)
states that the agent “itself and through its employees or officers approved by the comipany
(authorized signatories) shall only have the authority on behalf of company to sign, counter-sign
and issue commitments, binders, title insurance policies, and endorsements and under which
company assumes liability for the condition of title to land (hereinafter sometimes referred fo
“title assurances”), and only on forms supplied and approved by company and only on real estate

located in the territory and in such other teritories as may be designated in writing by the



company.” Therefore, as can be seen from the above, the agent is required, for example, to only
use forms supplied and approved by the company. Thus, and for example only, use of an
improper form by an agent is in direct contravention of the agreement with the company. The
company should not therefore be held responsible in a market conduct examination {or in any
legal proceeding) for an act by an agent which obviously exceeds the scope of the agent or
agencies authority.

It should also be noted that the title insurance law found in Chapter 381 nowhere states
that a title insurance company is responsible for the acts of its agents outside the scope of their
agency agreements. On the contrary, Chapter 381.011 (effective 1/1/08) states at 381.011.3 that
“except as otherwise expressly provided in this Chapter and except where the contexts otherwise
requires, all provisions of the laws of this state relating to insurance and insurance companies
generally shall apply to title insurance, title insurers and title agents.” Chapter 381 does not,
therefore, make title companies responsible for acts of their agents, especially when the acts
occur outside the scope of the agent’s authority.



RESPONSE TO EXAMINATION FINDINGS*

L Sales and Marketing
A. Licensing of agents and agencies (page 6)

L. RESPONSE to the One Stop violation: ~ Under Missouri law, an insurer may
issues title ingurance directly or through agents appointed by the comipany. LTIC’s One Stop
division (“One Stop™) is located in Pennsylvania but is nevertheless a division of the company as
opposed to a subsidiary. One Stop is a direct 1.TIC operation designed to address the fitle needs
of national lenders with title orders throughout the country. As such, the One Stop division is not
an agent for L TIC and, as a result, does not have an agency contract nor an agency license. All
of the employees located in the Pennsylvania office are on the LTIC payroll and issue LTIC
products. The title policies issued from the One Stop office primarily insure refinance
transactions. The designated insured is the lender. One Stop does not issue owners policies to
Missouri consumers. Generally national lenders seek overall consistency from title providers in
terms of timely delivery, pricing, product look and process, but few national lenders want exactly
the same thing or for their orders to be handled the same way as other lenders. National lenders
are very sensitive about costs and the time needed to complete refinance transactions. Overall
they intend to complete transactions as quickly and inexpensively as possible and seek providers
who can fulfill those desires. As a result, national lenders request different services from
OneStop. Some lenders prepare all of the refinance documents, including the HUD-I, close the
transaction, fund, and record the documents. One Stop's only role is to issue the title commitinent
and later the title policy once it has received satisfactory evidence from the lender that al
requirements have been satisfied. Generally these transactions are referred to as "Title Only," a
significant distinction for issues concerning recording and HUD-1 documentation identified in
the Report.

For otlier national lenders, One Stop's Pennsylvania office issues the title commitment,
the title policy, prepares the scttlement statement, disburses the proceeds and arranges for the
documents to be recorded for convenience, such services will be referred to as "Full Escrow." In
addition, lenders also customize their service preferences with OneStop selecting one or more
services beyond "Title Only" but less than Full Escrow. In virtually all situations, lenders place
their refinance title orders directly with OneStop. The Company respectfully disagrees with the
DIEP “agency” characterization.

2. RESPONSE to the “unlicensed agencies” violation. See the prior response for
the explanation regarding OneStop's relationship to the Company. Any title orders received from
national lenders are placed with the Company's Pittsburgh production facility. The production
facility calls upon title plants, data providers, abstractors and company employees throughout the
country to process its orders (which include non-title insurance products). Based on that
information, the production facility produces title insurance commitments and policies.
Generally, the Company seeks the least expensive alternative possible.

! The Company will respond to each criticism in the order it appears in the Report without reproducing the
text of the criticism.



The Company's providers of title information in Missouri include both abstractors and
licensed title agencies. The Comparny prefers to use licensed title agencies whenever possible
provided they can meet the time constraints and cost limitations imposed Dby its national lender
customers. When licensed title agents are not available or arc unable to meet the required
parameters, the Company uses abstractors in accordance with Missouri law. Abstiractors
summarize title information for the Company. Many title agents do the same but also provide a
host of additional services as identified in Section 381.009 (25), RSMo. The Company does not
appoint abstractors as its title agents nor docs it have agency contracts with abstractors because
abstractors do not underwrite title insurance commitments and title insurance policies for the
Company. Similarly, abstractors do not handle closings, settlements or closings, determine
insurability, or solicit or negotiate title insurance. The Company does not read the Missouri Code
as requiring title insurance licenses for abstractors.

3. RESPONSE to the non-licensed specific employee: The former LTIC
employee in question, Ms. Paker, had regional sales responsibilities and did not place orders for
title insurance, perform searches or handle closings on Missouri property. As noted above in the
Company's responses, national lenders generally place all of their orders directly with the One
Stop division. In the national lender marketplace, salespeople call on lenders seeking the lenders'
business throughout the United States.

B. Marketing Practices
No response required.
IL Underwriting and Rating Practices
A. Direct Operation
1. Forms and Filing (page 7)

Response:  The Company does not dispute the findings in this particular section.
2. Underwriting and Rating General Handling (page 9)

a. Failure to Timely Record (page 10)

RESPONSE: The Company does not dispute the findings but argues in mitigation that
the 2008 changes to the recording statute recognized the inherent unfairness and unworkability
of the existing statute, especially for refinance situations closed by a lender who then mailed
recording documents to the agency rather than the recorder’s office.

b. Incorrect Risk Rate (page 12)

RESPONSE: The Company reviewed the files in question and concluded 43 had correct
premium/risk rate calculations based on the filed Reissue Rate. See Exhibit 1.



c. Total Charges (page 13)
RESPONSE: The Company does not dispute the findings of this particular section.
d. Improper Fees (page 16)

RESPONSE: Denied. Both the Company and its national lenders use mobile notaries to
meet borrowers at their homes or work places to notarize and forward the closing documents to
the appropriate parties. In such cases, the overall charges for notary related services would
include the notarial process itself and the notaries’ fravel expenses, as well as any other services
such as forwarding the documents via overnight delivery to the lender and the Company's
Pennsylvania operation. In four of the five cases referenced on page 17, all Title Only orders,
the Company did not prepare the scttlement statement, conduct the closing or collect the notary
fees. In the fifth case, the lender asked One Stop to schedule a notary to witness the execution of
documents. The foe for this service was invoiced at the actual cost of $120.00. This fee included
the cost of travel time, notary copy fees, and the notarization of all documents requiring an
acknowledgement. In addition, this fec covered the cost of overnight fees for delivery and return
of loan documents.

RESPONSE to the issue of recording fees in excess of actual amount of recording or
for documents not recorded: Denied. Bach of the four samples cited are Title Only
orders. In each case, the lender client prepared the settlement statement, facilitated the execution
of the loan documents and disbursed the loan proceeds. In three of the four cases, One Stop was
asked to provide recording services. Title Only orders are invoiced based on all of the actual fees
charged for services rendered and not the estimated amounts reflected on the HUD-1 (which we
generally understand are fees to be paid by the lender). Any excess fees charged on the HUD-1
for recording were not charged or received by One Stop. The recording fee for loan number
1760611 appears to be miscalculated resulting in an excess charge, which the Company
refunded.

e. Plant Law (page 17)

The Company is required to obtain a search from a pgeographically indexed record
encompassing all of the property where the land is located but obtained it from Armstrong, who
is not licensed as an agent. See page 17.

RESPONSE: When no title plant is available or when the search cannot be obtained at a

reasonable cost or in th time necessary, the company is permitted by Missouri law to obfain its
search from other reliable sources. See the Company’s answer to LA.2.

f. Title Search (page 19)

Title scarch evidence deemed inadequate for failure to meet a "prudent man standard",
failed to use a geographically indexed plant, relied upon propeity reports from unlicensed agents,
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ignored known mortgages, relied on quitclaim deeds and failed to verify marital interests. See
pages 19 and 20.

RESPONSE: When no title plant is available or when the search cannot be obtained at a
reasonable cost or in th time necessary, the company is permitted by Missouri Jaw to obtain its
search from other reliable sources. See the Company’s answer to LA.2.

Failed to document the title search -see page 20 and 21.

RESPONSE: The Company located the documentation and noted its availability to the
examiner. This violation should be removed from the report.

g. Unsound Underwriting (page 20)
File No. 10825623 page 21

RESPONSE: Denied. See General Objection 1.
File No. 1841653VT page 21.

RESPONSE: Denied. See General Objection 1. The file number cited in the Report
appears to be an incorrect rendering the Company unable to fulty respond. It is noted however
that the commitment reflects two mortgages, one in favor of First Horizon Home loan Corp.
(assigned to NovaStar Mortgage Inc.) and another for United Consumers Credit Union. Both of
fthese mortgagees provided payoff demands, were paid in fult and satisfied on the settlement
statement. See General Objection 1.

File No. 1857833VT page 21

RESPONSE: Denied. See General Objection 1. The initial title commitment reflects
three mortgage liens. OneStop removed one mortgage using information received from the
lender that verified the lien was paid in full. The other two, Bank ofAmerica and Irwin Home
Equity, were both paid off and satisfied as indicated on the settlement statement which the
Company can provide upon request by the Department.

File No. 10732204 page 21

RESPONSE: Denied, See General Objection 1. Although identified as a OneStop file
in the DIFP Report, this order is not in OneStop's systems and OneStop could find no record that
a policy has been issued

File No. 10683415 page 22.

RESPONSE: Denied. See General Objection 1. Although identified as a OneStop file
in the DIFP Report, tbis order is not in OneStop 's systems and OneStop could find no record that
a policy has been issued.
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No. 1546919V T page 22

RESPONSE: Denicd. See General Objection 1. The deed of trust in question was recorded on
August 15, 2005, and the proceeds paid off the earlier mortgage to MERS, Inc., acting solely as a
nominee for Professional Lending Services, Inc. The release for this loan was recorded in Book
2787 Page 107. An earlier loan to Mid America Mortgage Services dated October 27, 1995 was
not released In this case, the national lender closed and disbursed this loan but did not provide
proof of payoff or release. The final policy was issued in erro rwithout exception for the 1995
deed of trust.

FileNos.I521326VT & 1544899V T page 22

RESPONSE: Denied. See General Objection 1. File No. 1521326 VT: The Department
has a valid point. The lender facilitated the closing and disbursement of this loan prior to
submitting documentation and a request for a final title policy. The second deed of trust was not
paid as part of the new loan transaction and nothing in the file indicates that the second earlier
mortgage was paid in full, satisfied or subordinated at the time of closing. Unfortunately the final
policy was issued without obtaining proof that the earlier second mortgage was either
subordinated or released and without showing mortgage as an exception to the policy.

FileNo.1544899VT: The second deed of trust was not paid as part of the new loan
transaction. The subordination was recorded in the county records on December 12, 2005 which
the Company can provide upon request by the Department.

File Nos. 1877907V T and 1891289VT page 22

RESPONSE: Denied. See General Objection 1.  File No. 1877907VT: The lender
placed an order for Full Escrow specifically for this refinance transaction. Upon receipt of the
order, the Company produced the title search and delivered a title insurance commitinent to the
lender. One Stop prepared the HUD-/ based on the lender instructions, closed the transaction,
disbursed funds, and delivered the security instrument to its vendor for final recordation. The
county received the mortgage document on July 10, 2006, and recorded the niortgage on July 12,
2006. One Stop issued a disbursement check in the amount of $44282.12 to payoff and satisfy
the prior mortgage lien which the Company can provide upon request by the Department.

File No. 1891280V One Stop received a Title Only order from a national lender for this
particular refinance transaction and delivered a title insurance commitment. The lender prepared
all closing documentation, including the settlement statement, closed the loan, disbursed the
funds and forwarded the mortgage to One Stop for recordation on July 6, 2006. We understand
that recording took place on July //, 2006.

File No. 1704724V'T sec page 23.
RESPONSE: Denied. See General Objection 1. As explained above in an earlier
response, the OneStop division uses title information, including legal descriptions, provided by

the production center in Pittsburgh and does not independently verify access. The production
center has the discretion in underwriting refinance transactions to review prior records
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concerning the property as well as surrounding properties to address access issues. Based on the
case law of a particular jurisdiction, the production center is permitted to conclude the chain of
title and other available information reflects sufficient information to allow the Company to
insure access although the property may not abut a public or private right of way.

File Nos. 1840630VT, 1791884VT, 1701812'VT, 1739207VT

RESPONSE: Denied. See General Objection 1. One Stop generally maintains the
examination of title and determination of insurability electronically. As part of the Company's
response preparation after receiving the Report, the Company located the search information for
the four files in archived files which the Company can provide upon request by the Department.
Beginning in 2007, all search information is uploaded to the electronic file and housed with
closing documents indefinitely, a solution that should alleviate this problem in the future.
Previously search information was housed separately.
3. Failure to issue Policies in a Tinrely Manmer

RESPONSE: Denied. See General Objection 6. Delay in issuing policies at the time of

this examination was not a statutory violation. The Company believes that this section should be
removed from the report.

B. Affiliated Agents
1. Forms and Filings
Files CMO0508013 & CM 0510051 (page 25)

RESPONSE: See General Objections 7 and 9. These policies were issued with the same
general exceptions shown in the commitment and filed with the Department. No documentation
was furnished to eliminate these exceptions. The general exceptions are appropriate.

Files CM0510056 and CM0510057 (page 26)

RESPONSE: See General Objections 7 and 9.

Files shown on page 26 relating to commitments and final policy exceptions.

RESPONSE: See General Objections 7 and 9. The general exceptions shown in the
commitment are on file with the Department and are appropriate.

2. Undenvriting and Rating General Handling
a. Failure to Timely Record page 27)

RESPONSE: See General Objections 7, 8 and 9.
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b. Incorrect Risk Rate (page 27-28)

RESPONSE: See General Objections 7 and 9. The rates charged are correct when

calculated with the
corresponding reissue credit.
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c. Improper Fees (page 28)
RESPONSE: See General Objections 7 and 9
d. Unsound Underwriting (pages 29-30)
File No. CM0510051*
RESPONSE: See General Objections 1, 7 and 9.

File No. CM0511070

RESPONSE: See General Objections 1, 7 and 9.
C. Agents
1. Forms and Filings (pages 30-33)

a. General exceptions used by agents in owners' policies were not the same as general
exceptions used in filed forms (pages 30-31)

RESPONSE: See General Objections 7 and 9. The Company concedes the wording in
question is not identical. The agents cited by the DIFP have more than one underwriter and use
software programmed to be as compatible as possible with the underwriting demands of each
underwriter. Although the general exception wording used differs slightly from the filed
exceptions, the meaning is the same. The Company believes it would be confusing and costly for
the agents to have their software programmed with different wording for exceptions that mean
the same. In addition, such a programming effort, even if successful, would contribute to
additional delays in issuing policies, a result the DIFP previously noted was not in the best
interests of consumers. Therefore, the Company disagrees with this criticisn.

b. General exceptions used by agents in commitments were not the same as general
exceptions used in filed forms (31-32)

RESPONSE: See (Gencral Objections 7 and 9. The Company concedes the
wording in question is not identical. The agents cited by the DIFP have more than one
underwriter and use software programmed to be as compatible as possible with the underwriting
demands of each underwriter. Although the general exception wording used differs slightly from
the filed exceptions, the meaning is the same. The Company believes it would be confusing and
costly for the agents to have their software programmed with different wording for exceptions
that mean the same. In addition, such a programming effort, even if successful, would confribute
to additional delays in issuing policies, a esult the D1FP previously noted was not in the best
interests of consumers. Therefore, the Company disagrees with this criticism.

c. Generic exceptions (page 32-33)
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RESPONSE: See General Objections 7 and 9. The Company agrees with the DI1FP's
criticism regarding Burns Title File No 200908 conceming the use of generic exceptions. The
Company previously issued a bulletin to all Missouri agents stating that generic exceptions are
not adequate and that exceptions should be specific, reciting the book and page number ofthe
recorded exception.
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d. Commitment form with certain language regarding liability for negligence (page 33)

RESPONSE: See General Objections 7 and 9. The Company disagrees with the
Department's criticism for Integrity Title No. File No. LOT424705 and U.S. Title File Nos.
506731 and 5/0846. The language criticized is a note for informational purposes. It neither adds
{o nor limits the coverage provided by the commitment. As such, said language is not required to
be filed with the DIFP.

2. Underwriting and Rating General Handling (pages 33-43)
a. Failure to Timely Record (pages 34-35)

RESPONSE: See General Objections 7, 8 and 9.
b. Incorrect Risk Rate (pages 35-37)

RESPONSE: See General Objections 7 and 9. With respect to Continental Title File
No.02030153 and Guaranty Land Title File No. L0508119, the examiner confused the filed risk
rate with the agency contract rate which is not required to he filed Since the contract rate has
nothing to do with the risk rate, the Company disagrees with those criticisms. The Company has
been informed that the DIFP examiners appear to have their own definition of re-issue rate
requiring a title policy o fthe same underwriter to be in the file before it is applicable. The
Company definition requires only a title policy from any underwriter. Therefore the Company
believes the examiners have not applied the reissue rate correctly when identifying errors.
Regardless, the errors do not have any bearing on what the consumer was ultimately charged for
the title policy. The DIFP and underwriters acknowledge that this area has been one of
confusion. The new statutory provisions along with upcoming regulations to be promulgated by
the DIFP should aid in clearing up the confusion in this area.

With respect fo agency agreements allowed for caleulation of agent's commission and net
premium payable to LTIC on a basis other than risk rate on file with the Director, the Company
is under the impression that Missouri law limits the manner in which the Company determines
fhe foes and commissions paid to its agents and that agency contract rates are not required to be
filed The examiner states that the "risk rate includes the agents commission, " a statement not
supported by any statutory authority. The DIFP has previously agreed that the contract rate may
be used and required the Company in 1995 to change agency agreements to state what was
retained by agents was an "underwriting fee" and not "commission." Therefore the Company
disagrees with the criticisms with regard to agents' commissions,

C. Total Charges (pages 37-38)
RESPONSE: See General Objections 7 and 9. With respect to the combined risk rate
greater than the total charges for both the owners' and lenders' policies, the agent in question was

cancelled in 2005 and the Company does not have and was not able to locate sufficient
information to ascertain the nature of the transaction or the reason for the charges.

d. TIiproper fees (page 38)
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RESPONSE: Denied. See General Objections 7 and 9. With respect 1o the Notary fee
or recording fee charges in excess of actual fee, the Report notes that agents charged improper
notary fees and recording fees and references the Real Estate Settlement Procedures Act of 1974,
Title insurance agents are the Company's agents solely for title policy issuance. These entities are
not agents of the Company for any other activity including real estate closings.
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f. Unsound Underwriting
File Nos. 160730, 153393, 164101 (page 39)

RESPONSE: Denied. See General Objections 7 and 9. The Company cancelled
Investors Title as an agent in August, 2005.

File No. 144502 (page 39)

RESPONSE: Denicd. See General Objections 7 and 9. The Company cancelled
Investors Title as an agent in August, 2005.

File No. 165605 (page 39)
RESPONSE: Denied. See General Objections 7 and 9.

File No. 145821 (page 39-40)

RESPONSE: Denied. See General Objections 7 and 9. The customer paid for an
owner's policy in the amount of the acquisition price. The Company is not required to issue a
policy increasing the owner's amount to include the amount of the improvements in the absence
of a request by the owner and the Company is not in a position to require the owner to pay for
such additional coverage even though the Company (and the DIFP) may prefer that underwriting
practice. The Company disagrees that this represents an unsound underwriting practice; The
Company cancelled Investors Title as an agent in August, 2005.

File No. 200908 (page 40)
RESPONSE: Denied, See General Objections 7 and 9. The "subject to" language cited
is common language at the end of the legal description in a deed and is not meant o conceal the

benefits, coverage, or other provisions ofa policy. Frequently the Company and its agents are
instructed by one or more parties to the transaction to use the deed's legal description in the ftitle

policy.
File No. 78518* (page 40)

RESPONSE: Denied. See General Objections 7 and 9.
File No. 05082142L* (pages 40-41)

RESPONSE: Denied. See General Objections 7 and 9.

13 files of Investors Title and 1 file of US Title (page 41)
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RESPONSE: Denied. See General Objections 7 and 9. The Company cancelled
Investors Title as an agent in August, 2005 and is unable to obtain any additional details to
respond to this criticism.

File Nos. 162429% and 114507* (page 41)
RESPONSE: Denied. See General Objections 7 and 9. The Company cancelled

Investors Title as an agent in August, 2005 and is unable to obtain any additional details to
respond to this criticism.
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. Failure to Maintain Files
File Nos. 2005080867 and 2005102034* (page 42)
RESPONSE: Denied. See General Objections 7 and 9.

File No. 151221* (page 42)
RESPONSE: Denied. See General Objections 7 and 9.
h. Agent Acting as an Insurer
File 78518* (pages 42-43)
RESPONSE: Denied. See General Objections 7 and 9.
3. Failure to issue Policies in a timely manner (pages 43-44)

RESPONSE: Denied. See General Objection 6. The Company cancelled Investors Title
as an agent in August, 2005 and is unable to obtain auy additional details to respond to this
criticism.

Failure to issue policies (pages 45-46)

RESPONSE: Denied. See General Objection 6.

II1. Claims Practices
A, Claim time studies
Acknowledgement Time (page 46)

RESPONSE: Denied. In any event, the error rate is within the allowed margin of error.

20 CSR 100-1.030 (1), requires acknowledgement of claim from the insured within ten
working days. This statute also provides that notification given to an agent of an insurer shall be
notification to the insurer. Paragraph 20 CSR 100-1.010 (1) sets forth the definitions used in 20
CSR 100-1. CSR 100-1.010(1) (G), defines "notification of claim" as " ...any notification,
whether in writing or by other means acceptable under the terms of an insurance policy to an
insurer or its insurance producer, by a claimant, which reasonably apprises the insurer of the
facts pertinent to a claim;", 20 CSR 100-1.010 (1) (A) defines "insurance producer” as
v .. any individual, corporation, association, partnership or legal entity authorized to represent an
insurer with respect to a claim;".

In four of the five claims reviewed by the Examiner, the insured contacted the Company's
indepeudent policy issuing agent, which forwarded the matter to the Company. The Company
acknowledged the claim within ten working days of its receipt, which in some cases was more
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than ten working days from when the insured first contacted the Company's policy issuing agent.
The policy form the Company has filed in Missouri and elsewhere requires the insured fo
provide written notice of claim to the Company at its Consumer Affairs Department in
Richmond, Virginia. This is the only means acceptable under the terms of the policy, to provide
notification of claim to the Company. Notice of claim to a policy issuing agent is not an
acceptable means of providing notice of claim under the policy as required by 20 CSR100-1.010
(1) (G)and as such, should not be construed as notification of claim to the Company. In addition,
the policy issuing agent is not an “insurance producer" as defined in 20 CSR 100-1.010 (1) (A).
The policy issuing agent is appointed as a title insurance policy issuing agent only and is not
appointed to represent, and in fact, is expressly prohibited by the Agency Contract from
representing the Company with respect to claims. As such, notice to the policy issuing agent
should not the construed as notice of ¢laim to the Company within the meaning 0f20 CSR 100-
1.030 (1). For the reasons set forth above, the Company must respectfully disagree with the
Examiner's Comment.

In one of the five claims, C112709, reviewed by the Examiner, the insured lender wrote
to the Company on June 7, 2005, requesting a defense of a mechanic's lien lawsuit. The letter
was received on June 7, 2005. On June 15, 2005, the Company called the author of the Ietter,
who was the President of the insured lender, to acknowledge receipt of his letter and to request
copies of pages missing from the enclosures. On June 29, 2005, the Company sent a formal
acknowledgement letter. Based on the facts set forth above, it appears that the Company timely
ackuowledged the claim within 8 working days of its receipt. 20 CSR 100-1.030 provides that
the insurer shall acknowledge receipt of claim within 10 working days unless payment is made
within that period of time. The statute also provides “if an acknowledgement is made by means
other than writing, an appropriate notation of this acknowledgement shall be made in the claim
file of the insurer and dated.” In this particular case, the Company received notice of claim from
the insured lender on June 7, 2005. On June 15, 2005, the Company called the lender,
acknowledged receipt of its letter and requested copies of missing pages of the enclosures, which
included the pleadings .filed in the underlying mechanic's lien lawsuit. A notation of that call
was made in the claim file. For these reasons, the Company must respectfully disagree with the
Examiner's Comment.

With respect to file C114817, the Conipany received a letter from its policy issuing agent,
advising that the insured owners had contacted the policy issuing agent concerning a dispute with
an adjoining property owner regarding a vacated street. On September 8, 2005, the Compaiy
sent a letter to the insureds to let them know that the policy issuing agent had advised the
Company of the matter and that the Company was establishing a file and commencing its claims
investigation. On September 14, 2005, the Company sent a letter to the insureds accepting the
claim. Thereafter, the Company undertook to establish title as insured.

20 CSR 300-2.200(2) requires the insurer to maintain its records in a manner so that its
claims handling and payment practices can be readily ascertained during market conduct
examinations. In this particular case, the Examiner's Comment indicates that the claim file did
not contain documentation sufficient to determine the number of business days the Company
used to acknowledge the insured's claim. As discussed above, the insured did not present a notice
of ¢claim to the Company. Instead, the insured contacted the Company's policy issuing agent,
which in tum, forwarded the matter to the Company. The Company sent an acknowledgement
letter to the insured within ten business days of its receipt (if the matter. The file contains
documentation sufficient to make that determination. As such, the Company believes that it has
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complied with the referenced statute. CSR 100-1.010(I)(G), defines "notification of claim" as . .
.any notification, whether in writing or by other means acceptable under the terms of an
insurance policy to an insurer or its insurance producer, by a claimant, which reasonable apprises
the insurer (if the facts pertinent to a clainy". 20 CSR 100-1.010(/)(A) defines “insurance
producer” as “. . . any individual, corporation, association, partnership or other legal entity
authorized to represent an insurer with respect to a claim.” In this particular situation, the
insured contacted the policy issuing agent regarding the purported encumbrance on the title to
the property. The policy form the Company has filed in Missouri and elsewhere requires the
insured to provide written notice of claim to the Company at its Consumer Affairs Department in
Richinond, Virginia. This is the only means acceptable under the terms of the policy, to provide
notification of claim to the Company. In this case, no such notice was given to the Company.
Notice of claim to a policy issuing agent is not an acceptable means of providing notice of claim
under the policy as tequired by 20 CSR I00-1.010(G) and as such, should not be construed as
notification of claim to the Company. In addition, the policy issuing agent is not an "insurance
producer” as defined in 20 CSR 1001.010(1)(A). The policy issuing agent is appointed as a title
insurance issuing agent only and is not appointed to act, and in fact, is prohibited by the Agency
Contract from representing the Company with respect to claims. As such, notice to the policy
issuing agent should not be construed as notice of claim to the Company within the meaning of
20 CSR 100-1.030. Section 381.071.1(3), RSMo. requires a title insurer to preserve and rctain
evidence of the examination of title and determination of insurability in its files for a period of
not less than fifteen (15) years after the policy has been issued This particular section does not
appear to apply to the records required to be maintained in a claim file.
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Determination time (page 47)
No response required.
Investigation tiine (page 47)

RESPONSE: Denied. In any event, the error rate is within the allowed margin of error.
On May 2, 2006, the Company's policy issuing agent wrote to the Company regarding a
driveway/road encroachment alleged to encumber the tifle to the property. This letter was
received by the Company May 4, 2006.

On May 17, 2006, the Company sent an acknowledgement letter to the insured regarding
the driveway/road encroachment. In response, the Company received a phone call from an
attorney representing the insured During this call the attorney for the insured mentioned that
there was another issue regarding property labeled south of the insured land shown on a new
survey and labeled as “area of unknown ownership”.

On June 2, 2006, the Company contacted the policy issuing agent to obtain additional
documents regarding the title to the property.

On June 15, 2006, the Company wrote to the insured regarding the status of its claims
investigation, including the fact that the Company was seeking additional information
conceming the insured's purchase of the property.

On July 7, 2006, the Company contacted the policy issuing agent for additional research
regarding the title. Also, on July 7, 2006, the Company responded to a letter from the insured's
attorney dated July 5, 2006, and requested copies of the sales contract, surveyor any other
documents the attorney had that might identify the property the insured intended to purchase.

On July 14, 2006, the Company received, from the policy issuing agent, some of the
documents and research it had requested regarding the "area of unknown ownership". The
Company also discussed the matter with the surveyor. Based upon all of this information and
research, the Company determined that the driveway/road encroachment was covered by the
policy, but that the “area of unknown ownership” was not covered.

On July 18, 2006, the Company sent a letter explaining its coverage determination to the
attorney for the insured.

The Examiner's Comment references Section 375.1007(3) RSMo, which provides that
failing to adopt and implement reasonable standards for the prompt investigation and settlement
of claims is ail improper claims practice and 20 CSR 100-1.040, which provides that the insurer
shall complete an investigation of the claim within thirty days after notification, unless the
investigation cannot reasonably be completed within this time. The Company has adopted
standards for the prompt investigation and settlement of claiins. The Company continually kept
the insured advised of the status of its investigation. 20 CSR 100-1.040 provides that the
investigation must be complete within thirty days of receiving notice of claim “. . . unless the
investigation cannot reasonably be completed within this time.” The Company submits that the
events chronicled above, demonstrate that despite its prompt and diligent efforts, the
investigation could not be reasonably completed within the initial thirty day period.

B. General Handling Practices

It is noted that the error rate is within the allowed margin of error.
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File C110016 (page 48)

RESPONSE: Denied. On April 17, 2002, the Company's policy issuing agent issued a
loan policy on behalf of the Company in connection with a construction loan. On March 24,
2003, the Company's policy issuing agent issued a commitment proposing to issue a loan policy
in connection with a permanent loan, Thereafter, suit was filed to foreclose a mechanic’s lien,
which asserted priority over the insured deed of trust lien. On April 5, 2005, the insured lender
requested that the Company provide a defense. On April 27, 2005, the Company sent the insured
a letter agreeing to provide the requested defense with a reservation of rights. By mid June, 2005,
the case had been settled and on July 12, 2005, the Court entered its order dismissing fhe
mechanic's lien foreclosure suit with prejudice. Title was established as insured. 300 CSR-
2.200(3)(B) requires that the ". . . contract, declaration pages, certificates evidencing coverage...
" be included in the claim file.

The Lender presented the claim under a commitment for a loan policy of title insurance
issued by the Company's policy issuing agent on behalf of the Company. The Company through
documents obtained from the insured and the policy issuing agent confirmed that a Short Form
Residential Loan Policy had been issued in connection with the loan for construction of the
improvenents on the property. Accordingly, the Company accepted the claim under the policy
and protected the consumer. A copy of the policy is in the claim file. Based on these facts, the
Company does not believe that it acted incousistent with the referenced statute.

File No. C005965 (page 48)

RESPONSE: Denied. The Company's policy issuing agent had not issued the policy at
the time the claim was presented The policy was issued and sent to the Company while the claim
was pending, The policies have been sent to the insured The Examiner's Comment references
sections 148.320, 148.340 and 381.221, RSMo. These statutes deal with premium taxes and do
not appear to apply to this particular Examiner's Comunent. The Company did maintain a copy in
its records as required by the referenced 20 CSR 300-2.200(3)(A)(2). For this reason the
Company must respectfully disagree with the Examiner's Comment.

File No. M104348 (page 48)

RESPONSE: Denied. As noted previously to the Department, the file in question was
located and made available to the Examiner. :

File No. C115207%* (page 49)

RESPONSE: Denicd. See General Objection 1. The property was purchased by a
husband and wife. They later divorced In their Separation and Property Settlement Agreement
the husband and wife agreed that the husband would own tlie property and based on their
agreement the husband was awarded the property as his sale and exclusive property. In addition,
the wife conveyed any interest she had in the property to her husband by Quit Claim Deed
Several years later, the ex-husband obtained a new loan from Washington Mutual Bank. The
deed of trust was prepared for the ex-husband and ex-wife's signature. The ex-wife did not sigu
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the deed of trust. The lender later foreclosed and in the process discovered that the deed of trust
was not recorded The ex-wife's name was redacted and the deed of trust was recorded. The
Company retained outside counsel to represent Washington Mutual and to quiet the title.

The pleading filed in the quiet title action recited a prior deed of trust granted to ABN
Mortgage. The relief requested on behalf of Washington Mutual, which held a deed of trust
interest in the property, was to confirm the Divorce Court's award and quiet the title to the
property in the ex-husband, Washington Mutual's borrower. The ex-wife was named as a
defendant. She appeared and agreed to an Order confirming that her ex-husband owned the
propetty.

The Bxaminer indicates that there was no indication that Washington Mutual ever held a
deed of trust and that it was not a sound underwriting practice to insure the title on the strength
of a judicial decision sought and granted based on inaccurate assertions. In addition the
Examiner indicates that redacting the ex-wife's name from the deed of trust prior to recording
was not a sound underwriting practice. The husband and wife were divorced by an Order
entered on July 31,2002(two years prior to the closing) by the Family Court of the County of St.
Louis. The Court's Order was based on the husband and wife's Separation and Property
Settlement Agreement, which the wife signed and provided to the Court. The Separation
Agreement described the property and provided "the parties agree that the said real property shall
be the sole and exclusive property of the husband". This language and a Quit Claim Deed signed
by the ex-wife were relied upon in issuing the policy. The lender later foreclosed and in the
process, discovered that the deed of frust had not been recorded The original of thie deed of trust
was located and recorded after redacting the ex-wife's name, as the ex-wife had previously
agreed that the husband be awarded the property and had signed a quit claim deed Also, in order
to resolve any possible question tegarding the title, the Company agreed to quiet the title. As
expected, the ex-wife did not contest the matter and actually agreed to the Quiet Ttile Order,

C. Indemnity Letters
Policy No. 135-03-293112 (page 50)

RESPONSE: Denied. Sce General Objections 1, 7 and 9.
File No. MJ65598 (page 50)

The Company does not contest this violation.

Respectfully submitted,

Lawyers Title Insuran(ig/e‘rpqraﬁbn
; E ] o

' /f S
o % F i
Michael J. Rich
Vice President4nd Regulatory Counsel
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Exhibit 1

Files provided by Lender three days or more after disbursement by Lender

File No. Date of Disbursement Dale recorded
1665151 O7/26/05 09/08/05
1572289 07/26/05 09/08/05
1575470 67/26/05 09/13/05
1577073 Q7126105 09/21/05
1717659 11/28/05 12/29/05
1656316 11/01/05 12/12/05
1667962 10/01/05 11/30/05
1648341 10/31/05 10/28/05
1642963 10/01/05 11/08/05
1640998 10/01/05 11/02/08
1637939 10/01/05 11/29/05
1635638 10/01/05 11/18/05
1626039 1001105 12102105
1616525 09/01/05 10/26/05
1589439 08/01/05 08/29/05
1539478 Q7/01/05 08/29/05
1521326 Q7/01/05 (8/15/05

File Na, Date of Dishursement Date recorded

1677876 10/15/05 1101107
1772180 D1/25/06 02/14/06
1731686 12/12/05 12/22/05
1864422 05/22/06 06/26/06
1884500 08/29/06 07/10/06
1882688 08/22/C6 06/30/06
1852146 06/25/05 07/19/05
1556062 07/18/05 07/27/05
1580133 08/G4/05 08/17/05
1736341 12/12/05 02/08/06
1758343 01/23/08 02/14/06
1703619 11/28/05 12/14/05
1631250 09/28/05 11/08/05
1831048 04/05/05 04/21/06
1857833 05/17/06 06/02/06
1760811 1/24/08 03/31/08




Title Only Products

The following loans are Title Only orders where the national lender facilitated the entire
transaction including the recordation of the security instrument.

Bate of Date No bus.
File No. | Disbursement | recorded | Of days
1621495 Q7/01/05 09/27/05 63
1581771 08/15/05 08/31/05 13
1754528 02/06/06 unknown j unknown
1527250 08/02/05 088/09/05 8
1660384 09/30/05 11/28/05 42
1362080 11/15/04 11/29104 11
1547161 10/26/05 11/04/05 8

Note: Order 1677876 VT was rejected by the county, requiring cotrection.



Exhibit 2
The policies listed below were issued for refinance transactions. A discounted rate called the “Reissue

Title Insurance Rate for Loan Policies” was applied to the premium calculation.

The following premiums were calculated correctly according to the filed Reissue Title Insurance risk
rate. ' ’

Filed
Amountlisted | Reissus
File No. -oh Pelicy Rate
1521326 $46.32 346,32
1526180 $40.08 $40.08
1539478 $90.95"|  $90.96
1546918 $89.28 $89.28
1546897 £32.40 $32.40
1555704 $69.12 $69.12
1561468 $40.56 $40.56
166851561 $44.88 $44.88
1672289 $41.04 $41.04
1575470 $47.76 $47.78
1677073 §68.28 | 3568.28
1627250 $61.56 361.56
1534835 $32.88 $32.88
1691621 $54.42 $54.42
1718659 $138.00 | $138.00
1713941 $39.12 $380.12
1736341 $96.00 $86.00
17316886 $74.16 $74.16
1739207 $26.40 $26.40
1632557 $40.08 $40.08
1743231 $45.84 $45.84
1758343 $79.20 $78.20
1760611 $44.88 $44.88
1772160 $72.48 $72.48
1748878 $46.32 $4B.32
1762308 $28.80 $28.80
1830148 $88.10 $98.10
1820438 $59.88 $59.88
1815561 $43.44 $43.44
Nate: there is a typo on the audit report for the
1877907 $38.64 $38.64 | Amount Listed on Policy.
1703619 §71.22 $71.22
1705387 $32.40 $32.40
1647161 $20.40 $20.40
1677876 $61.98 $61.08
1610051 $35.78 $35.78
1631250 $98.52 $98.52
1588243 $52.56 $52.58
1584800 $64.92 $64.92
1589439 $552.56 $52.56
1881771 $69.12 $69.12
1581161 $54.00 $54.00
1621485 $33.84 $33.84
1526160 $40.08 $40.08
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FOREWORD

This market conduct examination report of the Lawyers Title Insurance Corporation is, overall, a

report by exception. Examiners cite errors the Company made; however, failure to comment on

specific files, products, or procedures does not constitute approval by the Missouri Department

of Insurance, Financial Institutions and Professional Registration (DIFP).

Examiners use the following in this report:

“Company” or “LTIC” or “Lawyers’ to refer to Lawyers Title Insurance Corporation;

“DIFP’ or “Department” to refer to the Missouri Department of Insurance, Financia Institutions
and Professional Registration;

“NAIC” to refer to the National Association of Insurance Commissioners;

“RSMo,” to refer to the Revised Statutes of Missouri;

“CSR” to refer to the Code of State Regulations;

“DBA” to refer to an agent “doing business as” afictitious name filed with the Missouri

Secretary of State.



SCOPE OF EXAMINATION

The DIFP has authority to conduct this examination pursuant to, but not limited to, 88374.110,
374.190, 374.205, 375.445, 375.938, 375.1009 RSMo, and Chapter 381, RSMo.

This portion of the examination is a result of a warrant issued by the Director reopening
examination 0612-67-PAC. The purpose of this examination is to determine if LTIC complied
with Missouri statutes and DIFP regulations.

The examination of LTIC, NAIC #50024, was expanded by an examination warrant issued on
March 10, 2008. It included the following LTIC agents to be examined for the time frame of
January 1, 2006, to February 29, 2008.

American Land Title, LLC

Accurate Title Company, LLC

Davis Title and Abstract Company
NRT Settlement Services of Missouri, LLC (USTitle)
Residentia Title Services, Inc.
Tri-Lakes

Freedom Title

LandChoice Company, LLC
American Heritage Abstract Company
Bankersand Lenders Title, LLC
Investors

Jasper County Title Company

St. Joseph Title and Abstract Company
TRI Lakes Metro

e An additional warrant issued on April 14, 2008, added Great American Title-Group. The
warrant was issued for the examination of Commonwealth Land Title Insurance
Company. However, the agent indicated they had stopped using Commonwealth as an
underwriter and were instead issuing policies on LTIC paper. Commonwealth and LTIC
are both members of the LandAmerica underwriting group. Therefore, LTIC title files
were reviewed in order to gain a more accurate picture of recent practices.



EXECUTIVE SUMMARY

The examination found the following areas of concern:

The Company used several unfiled forms.

¢ |In one instance, the Company reported an incorrect risk rate on a policy that was not the
one previoudly filed with the DIFP.

e Threefiles contained unsound underwriting practices.

e In four of the files reviewed, the agent failed to disclose an affiliated business
arrangement or verify that disclosure had been made to interested parties.

e The examiners found one file where the title agent acted as an escrow agent without
issuing closing protection letters, while accepting funds for deposit to an escrow.

e The examiners found one file where the agent collected fees for release recording charges
when no or nominal services were performed.

e The examiners found one file where the agent collected “Legal Services Charges’ from
the seller, constituting the unauthorized practice of law for document preparation.



EXAMINATION FINDINGS

American Land TitleLLC

American Land Title, LLC was included in the warrant, however, based on information provided
by the company they have never been an agent for LandAmerica. The examiners have no
evidence that American Land Title, LLC has ever used LandAmerica paper; therefore they were
not reviewed in the course of this examination.

Accurate Title Company, LLC

The examiner sampled six files. Four of these files were underwritten by Commonwealth Land
Title Insurance Company. Two files were underwritten by LTIC. The examiner noted no
errorsin thisreview.

DavisTitle
Davis Title was not an agent for the underwriter during the time frame covered in this warrant
and was not reviewed as a part of this examination.

NRT Settlement Services of Missouri, LLC (USTitle)

NRT Settlement Services of Missouri, LLC is a Delaware limited liability company and was
registered as such with the Missouri Secretary of State on 11/26/2007.

NRT Settlement Services of Missouri, LLC conducts business in Missouri using two fictitious
names, U. S. Title Guaranty Company and U. S. Title Guaranty Company of St. Charles. Both
fictitious names were registered with the Missouri Secretary of State on 1/9/2008. The DIFP
issued agency licenses to each of the registered fictitious names. This report does not distinguish
among the fictitious names used by the agency.

File 8-08344 OwnersPolicy: C34-0075944
The examiners found four errorsin thisfile.

1. The purchase price in this transaction was $25,100.00. The contract named a single
individual as purchaser, the same person named in the deed as grantee. The transaction was
closed in escrow by the agent on 5/30/2008. The purchase price and related expenses were paid
in part by a cashier's check dated 5/7/2008 in the amount of $8,055.00 showing a remitter who
was not the named purchaser. In addition, a cashier’s check dated 5/5/2008 in the amount of
$8,500.00 showing the remitter as the named purchaser was submitted for payment. A third
cashier’s check dated 5/7/2008 in the amount of $8,000.00 showing the remitter as still another
person who was not the named purchaser were provided for payment. The file examined
revealed that approximately two thirds of the interests in the property were acquired by
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individuals other than the insured owner. The examiner finds no indication in this file of any
inquiry by the agent as to the purpose of funds supplied by parties other than the insured.

The agent failed to make a determination of insurability in accordance with sound underwriting
practices. Sound underwriting practices include basing insuring decisions on a reasonable
analysis of any available indications of interests being acquired in the property.

Reference; §381.071.1 (2), RSMo (1994)

2. The buyer’s settlement statement and the owner’s policy for this purchase show title
insurance premium of $35.14. The contract purchase price was $25,100.00. The owner policy
premium of $35.14 was correct at an original issue rate. The agent’s file contains a copy of a
LTIC policy insuring the seller as owner. Thisnew LTIC policy qualified for the reissue rate as
filed by the company with the director. The correct owner policy premium for this policy was
$21.08.

Premium schedules must be filed with the director, and no title insurer or agent may use or
collect any premium except in accordance with the premium schedules filed with the director.

Reference: §8381.181, RSMo (1994)

3. Schedul e B-I of the commitment as issued contains the following disclaimer:

This commitment is not an abstract, examination, report, or representation of fact
or title and does not create and shall not be the basis of any claim for negligence,
negligent misrepresentation or other tort claim or action. The sole liability of
company and its title insurance agent shall arise under and be governed by the
conditions of the commitment and/ or policy subsequently issued.

Thislanguage is not a part of the form of commitment filed by the insurer with the director of the
DIFP. The Company and the agent may not use forms not filed with the director.

Reference: 8381.085, RSMo (Supp. 2007)

4.  The agent accepted funds for purchase of the property into escrow on 5/5/2008. The agent
accepted additiona funds to be held in escrow for purchase of the property and issued receipts
for such funds on 5/8/2008. The agent obtained a closing protection letter for the named
purchaser dated 5/30/2008, the date of the closing. The agent held funds provided by the named
purchaser in escrow for 25 calendar days before providing the closing protection letter. Certain
funds for purchase of the property were provided on 5/8/2008 by two individuals who were not
the named purchaser. The agent did not obtain written instructions for disposition of the funds
provided by these additiona two persons on 5/8/2008. The agent did not provide closing
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protection letters to these two additional persons. There is no documentation in the file that the
agent provided any notice to these two additional persons that no title insurer was providing any
protection for their closing or settlement funds received by the title agent. The title agent
provided a closing protection letter issued by Stewart Title Guaranty to the seller under date of
5/29/2008. The underwriter for the transaction was changed from Stewart Title Guaranty to
LTIC on 5/29/2008. No closing protection letter was issued to the seller by LTIC. The agent did
not provide notice to the seller that no title insurer was providing protection for their closing or
settlement funds received by the title agent.

The title agent is permitted to distribute funds only in accordance with written escrow
instructions. The title agent is not ordinarily permitted to act as an escrow agent unless closing
protection letters have been issued. Accepting funds for deposit to escrow constitutes acting as
an escrow agent.

References. §8381.022, RSMo (Supp. 2007), and 20 CSR 500 — 7.060
File 8-09328 L oan Palicy: not yet issued
The examiners found one error in thisfile.

The agent satisfied one mortgage from escrow. The lender in the referenced mortgage
charged and collected a release recording fee. The agent separately collected a fee of $60.00 for
recording the release. The agent accepted a fee for recording the release requiring the lender to
release its interest upon acceptance of fees. The title agent had no basis for any belief that release
would be sent to the agent for recording, and the agent had no basis for collecting the release
recording charges.

The agent may not charge afee for which no or nominal services are performed.

References: 8443.130, RSMo, and RESPA, 24 CFR 3500.14(c).

Residential Title Services, Inc.

Residential Title Services, Inc. is a national agent. The agency processed its last Missouri order
on 5/2/2007. It officially ceased business in the State of Missouri on 5/31/2007. Residentia Title
Services, Inc. entered into a consent order with the Department of Insurance on 7/17/2007. As
such, no files were reviewed for purposes of this examination.

Tri-Lakes

This agency is a part of the LandChoice group of companies. An insignificant percentage of Tri-
Lakes polices are written on LTIC. The examiner reviewed their use of marketing tools “e-
properties’ and forwarded the information to Consumer Investigations for further review. The
agent indicated they use LTIC paper only when requested and instead place business routinely
with Commonwealth Land Title Insurance Company, a LandAmerica company.
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Freedom Title

LTIC is not an underwriter for Freedom Title, and was not an underwriter for Freedom Title
during the time frame of the examination.

LandChoice Company, LLC

According to information provided on 6/29/2008, by Michael Holden, Member Management
Board-LandChoice Company, LLC, LandChoice is made up of several independent companies.
LandChoice was formed on 1/02/2006. The member agents are:

Guaranty Land Title Insurance, Inc.
Preferred Land Title Agency, LLC
Preferred Land Title Company

Metro Title, Inc.

Stone County Abstract and Title Co., Inc.
Tri-Lakes Metro Title Company, Inc.
Tri-Lakes Title Company, Inc.

Each member retains its separate existence as a corporation and leases their tangible assets “ (title
plants, desks, computers, software, equipment, automobiles, etc)” to LandChoice so LandChoice
can operate as a contiguous business. LandChoice has the right to truncate the name of the
member company DBA’s. The examiners reviewed files from Tri-Lakes Title Company for the
purposes of this examination. Those files are reported in the Tri-Lakes Title section of this
report.

American Heritage Abstract Company

American Heritage Abstract Company had one open complaint at the time of the examination.
Consumer Investigations resolved this complaint. A review of the agents practices are not
included as a part of this examination.

Bankersand LendersTitle, LLC.
The examinersreviewed six files. The examinersfound errorsin three of the files reviewed.

In the following three files, the business to be written constitutes an affiliated business. Prior to
commencing the transaction, the title insurer, title agency, or title agent was obligated to ensure
that its customer has been provided with disclosure of the existence of the affiliated business
arrangement and a written estimate of the charge or range of charges generally made for the title
services provided by the title insurer, title agency, or agent. There is no evidence in the file to
indicate that this disclosure was made or verified. (See §381.029.2, RSMo)

Bankers and Lenders Title, LLC, is licensed as a title agency by the DIFP. Kozeny and

McCubbin, L.C., is alaw firm. Wesley T. Kozeny is an owner/manager of both Bankers and

Lenders Title, LLC. and Kozeny and McCubbin. The Kozeny and McCubbin, L.C. website,
9



www.km-law.com/affiliations.nhtml describes Bankers and Lenders Title, LLC. as affiliated
organizations.

Filee 27356-07-2 Loan Policy: C34-0078004
The examiners found one error in thisfile.

Kozeny & McCubbin, L.C. acted in its capacity as trustee to foreclose on a deed of trust.
The lender purchased the property at the foreclosure, sold the property, and referred the title
transaction to Bankers and Lenders Title. The principals of Kozeny & McCubbin, L.C. are also
the principals of Bankers and Lenders Title. The foreclosing lender had a contractua relationship
with Kozeny & McCubbin, L. C.

The examiner found no confirmation in the file that the insured buyer was made aware of the
affiliated business arrangement existing between Kozeny & McCubbin.L.C. and Bankers and
Lenders Title.

Reference: 8§381.029.2, RSMo (Supp. 2007)
File: 2937-08-2 L oan Policy: C34-0078101
The examiners found one violation in thisfile.

Kozeny & McCubbin, L.C. acted in its capacity as trustee to foreclose on a deed of trust.
The lender purchased the property at the foreclosure, sold the property, and referred the title
transaction to Bankers and Lenders Title. The principals of Kozeny & McCubbin, L.C. are also
the principals of Bankers and Lenders Title. The foreclosing lender had a contractua relationship
with Kozeny & McCubbin, L.C.

The examiner found no confirmation in the file that the insured buyer was made aware of the
affiliated business arrangement existing between Kozeny & McCubbin, L.C. and Bankers and
Lenders Title.
Reference: §381.029.2, RSMo (Supp. 2007)
File: 26820-07-2 L oan Policy: C34-0078100
The examiners found one violation in thisfile.

Kozeny & McCubbin, L.C. acted in its capacity as trustee to foreclose on a deed of trust.
The lender purchased the property at the foreclosure, sold the property, and referred the title
transaction to Bankers and Lenders Title. The principals of Kozeny & McCubbin, L.C. are also

the principals of Bankers and Lenders Title. The foreclosing lender had a contractua relationship
with Kozeny & McCubbin, L.C.
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The examiner found no confirmation in the file that the insured buyer was made aware of the
affiliated business arrangement existing between Kozeny & McCubbin, L.C. and Bankers and
Lenders Title.

Reference: 8381.029.2, RSMo (Supp. 2007)

Investors Title
Investors Title was not an agent for the underwriter during the time frame covered in this warrant
and was not reviewed as a part of this examination.

Jasper County Title Company, Inc.

Jasper County Title Company, Inc. isan agent for LTIC. It had one open complaint at the time of
the examination. This complaint has been referred to DIFP Legal Section by the Investigations
Section and does not indicate that additional review of the agents practices are needed as a result
of this complaint.

St. Joseph Titleand Abstract Company
St. Joseph Title and Abstract Company was not an agent for the underwriter during the time
frame covered in this warrant and was not reviewed as a part of this examination.

Tri-Lakes Metro (LandChoice)
Tri-Lakes Metro is a member of the LandChoice group of agents. Tri-Lakes Metro is located in

Springfield, Missouri. They use LTIC as an underwriter only when it is requested. No LTIC files
were reviewed for this agent.

Great American Title Group

A warrant issued on April 14, 2008. The warrant was issued for Commonwealth Land Title
Insurance Company and included:

Great American Title Of Greene County,
Great American Title Of Taney County,
Great American Title-Charles Burt Closing,
Great American Title Company,

Great American Closing Company, and
Great American Title Co. of Branson.

These agencies are al under common ownership and management. Great American has stopped
writing policies for Commonwealth. They are instead issuing policies on LTIC paper.
Commonwealth and LTIC are both members of the LandAmerica underwriting group. Therefore,
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LTIC title files were reviewed in order to gain a more accurate picture of recent practices. The
results of that review are reported here.

Four LTIC fileswerereviewed. Errorswere found in two files.

File 81179 Loan policy: Not yet issued.
The examiner found one error in thisfile.

In issuing the commitment to insure, the agent added language to the description
excepting out “any part taken or used for roads.” The agent’s file contains no information
providing a basis for appending the language to the land description. By description, the insured
parcel includes within its boundaries part of a public right of way. The agent made no exception
for this significant known matter.

Omission of aknown exception to title is an unsound underwriting practice.

The agent included exceptions for changes in the property boundary by reason of references in
the land description to the center of a public road and an existing fence. Monuments do not
cause shifts in boundaries. The commitment proposes the issuance of a 2006 ALTA loan policy.
The agent wrote an exception indicating that a standard exception would be deleted when the
policy was issued. The referenced standard exception is not a part of the insurer’s commitment
for aloan policy. The 2006 ALTA loan policy provides that numerous title defects discoverable
by survey are covered matters under the policy.

Sound underwriting practices rarely include making changes to legal descriptions, as well as
including exceptions for known matters affecting the insured title. Drafting title exceptions that
clearly describe the matter not insured is not a sound underwriting practice.

Reference: §381.071.1, RSMo

File 8000079 Owner policy: Not yet issued.

The examiners found four errorsin thisfile.

1. In issuing the commitment to insure, the agent added language to the description
excepting out “any part taken or used for roads.” The agent’'s file contains no information
providing a basis for appending the language to the land description.

Sound underwriting practices rarely include making changes to legal descriptions.

Reference: §381.071.1, RSMo
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2. The commitment issued by the agent includes the following exception.

Claims or Consequences, if any, due to Patents from the United States not of
record in the Recorder’s Office, Vernon County, Missouri for the NORTH ONE-
HALF (N 1/2) OF SECTION THIRTY-TWO (32), TOWNSHIP THIRTY-FIVE
(35), RANGE THIRTY-THREE (33) AND THE NORTHEAST QUARTER (NE
1/4) OF THE NORTHEAST QUARTER (NE 1/4) OF SECTION THIRTY-ONE
(31), TOWNSHIP THIRTY-FIVE (35), RANGE THIRTY-THREE (33), ALL IN
VERNON COUNTY, MISSOURI. (sic).

This type of exception is not appropriate. The exception implies that original title has never
emanated from the government.

Original title never conveyed by the government is not marketable and not insurable. Where title
is conveyed from the government, recording evidence of the same is readily done and the agent
would properly condition issuance of the policy on the recording. Where original title has not
been conveyed, it is an unsound underwriting practice to insure any interest without consultation
with the underwriter.

The U. S. Bureau of Land Management, http://www.glorecords.blm.gov/, indicates that a patent
for the West 1/2 of the Northwest 1/4 of S32, T35, R33, atract of 80 acres, was issued in 1856 to
James M. Brown. The same source indicates that a patent for the East 1/2 of the Northwest 1/4
of S32, T35, R33, a tract of 80 acres, was issued in 1848 to Samuel Reed. None of the land
described in the commitment to insure is located in the Northeast 1/4 of S32, T35, R33. The U.
S. Bureau of Land Management indicates that a patent for the Northeast 1/4 of the Northeast 1/4
of S31, T35, R33 was issued to James M. Brown in 1856. (See exhibit to agent file 8000079.)

Issuing a policy of title insurance containing overbroad exceptions, or exceptions that effectively
invalidate the coverage offered by the policy is not sound underwriting. It is not a sound
underwriting practice to include an exception for which thereis no rational basis.

Reference: §381.071.1, RSMo

3. The agent collected afee of $100.00 for “Legal Services Charges’ from the seller. A law
firm had billed the agency a fee of $75.00 for preparation of a deed agent file. The agent is not
permitted to charge any fee for deed preparation.

Reference: §8484.010 and 484.020, RSMo, and Eisel v Midwest BankCentre, 230 SW3d 335
(Mo. 2008).

4, Charles Burt Redltors represented the sellers in this transaction. An order for
examination of title and for closing of escrow was placed with the title agent by 3/21/2008, as
indicated by receipt for earnest money of that date. The contract for sale of the real estate was
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dated 3/21/2008. The principals of Charles Burt Realtors own a majority interest in Great
American Title — Charles Burt Closing Company, the title agent in this transaction. The
described affiliated business arrangement was disclosed to the buyer and the seller in writing on
4/14/2008. The disclosure of the affiliated business arrangement does not include a written
estimate of the charge or range of charges generally made for the title services provided by the
title agency. The transaction was closed on 4/14/2008. The agency failed to ensure prior to the
transaction, that its customer was provided with disclosure of the existence of the affiliated
business arrangement and a written estimate of the charge or range of charges generally made for
the title services provided by the title agency. The affiliated business arrangement disclosure
statement used in this transaction specifies that “agents of Charles Burt Realtors may receive a
referral fee of up to $100.00” if the parties use the services offered by the title agency.

An affiliated business arrangement permitting such a payment is prohibited.

Reference: 8381.029.2, & .5, RSMo (Supp. 2007)
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EXAMINATION REPORT SUBMISSION

Attached hereto is the Division of Insurance Market Regulation’s Final Addendum Report of the
examination of Lawyers Title Insurance Corporation (NAIC #20024), Examination Number
0612-67-PAC. This examination was conducted by Martha B. Long, Joseph Ott, and Ted
Greenhouse. The findings in the Final Addendum Report were extracted from the Market
Conduct Examiner’s Draft Addendum Report, dated February 4, 2009. Any changes from the
text of the Market Conduct Examiner’'s Draft Addendum Report reflected in this Find
Addendum Report were made by the Chief Market Conduct Examiner or with the Chief Market
Conduct Examiner’s approval. This Final Addendum Report has been reviewed and approved
by the undersigned.

Jim Meaer Date
Chief Market Conduct Examiner
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Dear Carolyn:
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GENERAL OBJECTIONS

The Market Conduct Examination Report (The Report) of the Missouri
Department of Insurance (Department) raises many issucs that have never been raised
before by the Department in its examinations, notwithstanding that the practices in
question have been constant for many ycars. Many of these criticisms are raised
repetitively in the Report and would needlessly burden Fidelity National Title Insurance
Company’s (the Company) response to repeat its position at length each time it applies to
an item in the Report.

In the interest of brevity and efficiency, the Comnpany does not re-state the
examiner’s findings verbatim, but either cites the section of the Report, the applicable file
or policy number, or, in the case of multiple criticisms of 2 particular transaction, the
Company will paraphrase or briefly summarize the criticistn. However, whether or not
referred to specifically in any given response to any given criticism, the Company intends
for these general objections to be applicable, as appropriate, to disputed criticisms in the
report. Failure to include an objection in a response is not a waiver of the applicability of
one or more applicable general objections to a criticism.

1. SOUND UNDERWRITING PRACTICES

The Company acknowledges its statutory obligation to employ sound
underwriting practices and, in a few cases, the examiners have pointed out unsound
underwriting practices.

However, the examiners have attempted to apply this term much more broadly
than the meaning of the term permits. The General Assembly or the Director, by
regulation, could define the term, but they have not done so. Therefore, the ordinary,
everyday meaning ascribed to that phrase must be applied.

The generally accepted definition of the phrase “sound underwriting practice” is
the acceptance of risk in a manner that will not unduly expose the Company to loss, with
the potential of depleting its reserves to the detriment of other policyholders. The term
has never been used to describe practices that push more of the risk onto the policyholder
than might arguably be appropriate. Also, the term does not apply to practices that, while
perhaps not technically perfect, do not expose the Company unduly to liability.

The fact that an examiner may reach a different conclusion from the agent or the
insurer does not mean that a violation of 381.071 RSMo as occurred. Underwriters may
themselves disagree as to the effect of a particular matter. Indeed, there may be some
matters which an underwriter will agree to insure over. In some cases, an underwriter is
guided by the legal opinion of the underwriter’s counsel which may be at variance with
the examiner. So long as the title scarch satisfies the statutory provisions and the
exceptions are within the guidelines set forth by the insurer, an agent is not in violation of
the statute even if the examiner disagrees with the agent.



The various transactions for which title insurance is provided are as unique as the
individual tracts of land the policies insure. Underwriting is much more an art than a
science. Just as each transaction and cach party is unique, so are the title insurance issues
that arise. It follows that the responses to these challenges by the insurer and its title
insurance agent will be similarly varied. The Company and its agents strive to provide
title insurance products and close transactions to the satisfaction of all parties. Just as
there are numerous ways to interpret any artwork, there are numerous ways of
interpreting the responses of the insurer and the agents to these challenges.

2, ABSENCE OF PRINTED EXCEPTIONS IN LOAN POLICY SCHEDULE
B

Although most loan policies are issued without the general (printed exceptions),
the Company is entitled to raise them in the loan policy, because they are in the
commitment. (Unless, of course, the insured has bargained for their omission and has
tendered the proper proofs to the issuing agent).

The historical reason they are not printed in the loan policy Schedule B is because
many years ago, lenders expressed the preference that they not show up in the policies at
all. The alternative to not printing the exceptions is to use Schedule B with the printed
exceptions and then delete them by note. This requires the lender’s document examiner
to look for two things: the exception and the note removing it. Lenders claims that this
practice creates an unnecessary step, and so many years 2go, the title insurance industry
acquiesced in the lenders’ preferences.

Tt should be mentioned that the practice cited by the examiners has been followed
by every title insurer in every state, including Missour, for at least 40 years.

3. UNLAWFUL DELEGATION OF LEGISLATIVE POWER

The General Assembly has delegated rule-making authority to the Director of the
Depariment of Insurance, and the Company acknowledges that many of the issues raised
by the examiners could properly be the subject of valid regulation, but the Director has
not seen fit to address them. A case in point cited numerous times in the Report is the use
of “hold open” commitments. The Company, as most others in the industry in the latter
part of 2004, instructed its agents to cease this practice due to concerns raised by the
Department at that time. However, the Department never issued a written regulation
prohibiting the practice.

The Company further acknowledges that the examiners have authority under law to
not only apply the statute and regulations in their work, but also to formulate reasonable
and logical extensions thereof.

The examiners may not, however, regulate through their examination reports. To
the extent that the Director has authorized them to do so, the Company believes it is an
unlawful delegation of legislative power.




If the examiners encounter what they believe are violations of statute or regulation
which have been known to the Department for many years, and never raised on Market
Conduct Examination in the past, they should seek the issuance of a ruling or regulation
on the subject, with notice to regulated companies and an opportunity to conform. To do
less is probably violative of both the United States and Missouri Constitutions.

4. ISSUING AGENCY CONTRACT

The Company is perplexed by the many references to its Issuing Agency
Contracts and matters governed by them in its Report in the same contexts as if they were
statutes or regulations to which the agency is subject. In a sense, they may be so, but
these provisions are for the Company’s benefit and their violation is not chargeable to the
Company,

The Company objects to any assertion by the Department that the Company can
be subject to sanction for breach of an agency or contractual provision that is for the
Company’s benefit,

5. STATUS OF CERTAIN AGENTS

Thée examination of Phoenix Title, Title Insurers Agency and America’s Title
Source reveal many alleged violations. The Company believes it is germane to point out
to the Department that it has cancelled its Issuing Agency Contracts with those agencies,
and, in fact, those agencies are no longer in business. Further, the Company has
cancelled its Agency Contracts with Nations Title Agency, U.S. Title Guaranty and
Investors Title. The Company is no longer represented by these agencies.

6. DELAY OF POLICY ISSUANCE

While not citing the Company or agent for a violation of law, the Company
respectfully states that it is inappropriate to cite a law that became effective after the
closing date of the examination to suggest disapproval of a practice that was lawful at the
time of occurrence. The Company believes that any references to the issuance of a policy
that would violate current §381.038.3 RSMo should be removed from the examination as
being extraneous and unfair,

7. FORFEITURE ASSERTED AGAINST UNDERWRITER FOR AGENCY
VIOLATTIONS

Non-affiliated agencies are independent businesses, over which the Company has
only a limited amount of control. The scope of the duties and authority granted to the
agent or agency is expressly provided for in the agency agreement. In instances where
the agent/agency has an independent obligation to comply with Missouri law, and where
that duty is not one assumed by the insurer under the agency agreement, and where such




act or omission is outside the scope of his or her agency agreement, the Company 1s not
liable for that violation and is not in violation of its legal obligations under Missouri law.

In some cases, violations of insurance laws and regulations might be suggestive of
inadequate supervision by the underwriter, In other cases, however, the underwriter is
blameless for the acts or omissions of the agency, and should not be held accountable.
An example of this situation is the failure of agencies to furnish files or respond to
exantiners criticisms in a timely fashion. The Company has advised its agents of the
importance of punctual compliance with the examiner’s communications, It can do no
more. In these cases, any penalty asserted should be against the agency and not the
underwriter.

8. Timely Recording:

§381.412.1 RSMo reads:

A settflement agent who accepts funds of more than ten thousand dollars,
but less than two million dollars, for closing a sale of an interest in real
estate shall require a buyer, seller or lender who is not a financial
institution to convey such funds to the settlement agent as certified funds.
The settlemnent agent shall record all security instruments for such real
estate closing within three business days of such closing after receipt of
such certified funds. (emphasis added)

This statute was repealed and replaced by §381.026 RSMo on January 1, 2008.
The law clearly recognizes that a settlement agent is responsible for timely recordation,
not a title agent. A title agent has a limited agency authority from the Company and is an
agent for purposes of title issuance, not settlement. The recordation of documents, while
required for title issuance purposes, is 1ot time dependent. Even though the State of
Missouri may have required recordation within three business days prior to 2008, the
failure of a settlement agent to comply did and still does not affect the insurability of the
transaction or the legitimacy of the policy. The Company recognizes that under
circumstances when its own employees may conduct settlement and arrange for the
recordation of the document, a citation for a statutory violation for failure to record
within three business days may be appropriate under the terms of the prior law.
However, when the failure to record is the result of an act or omission of a person acting
outside the scope of his or her agency agreement, the Company is not liable for that
violation and is not in violation of its legal obligations under Missouri law.

9, Applicability of New Regulations

Numerous portions of the examiner’s findings and reports and the stipulations
seek to apply provisions of the title insurance act which became effective on January 1,
2008, retroactively for violations which occurred prior to the effective date of the new
law. Also, there are numerous citations and use of regulations within 20 CSR 100-8.002
et, seq. which are applied in retroactive fashion. The Market Conduct Regulations




effective 11-30-08, likewise are not subject to retroactive applications. The prospective
application of a statute is “presumed unless the legislature demonstrates a clear intent to
apply the amended statute retroactively, or if the statute is procedural or remedial in
nature. Tina Ball -Sawyers v Blue Springs School District (2009 WL1181501 Mo App.
WD). Substantive laws “fix and declare primary rights and remedies of individuals
concerning their person or property, while remedial statutes affect only the remedy
provided, including laws that substitutc a new or more appropriate remedy for the
enforcement of an existing right. Id citing Files v. Wetteru, Inc. 998 SW 2" 95 at 97 (Mo
App. 1999). Ergo, to the extent that changes to the title law affect the rights and duties
of the companies for which they are held responsible and are subject to penalty, they are
Substantive and should not be applied retroactively.

Thus, we request that the Department modify its reports such that retroactive
application of laws  and regulations which affect substantive rights which result in a
violation and forfeiture against the examined company be removed from the reports and
the resulting draft stipulations be amended accordingly.

10. Scope of Agency & Statutory Separation of Duties Between Insureyr and its
Agent.

The Department also issued additional examination warrants to examine
title agencies appointed to do business with Fidelity. Because of these examinations, the
department examiners found alleged violations of various laws by agents doing business
with the company. As a result of these examinations, the department is attempting to
hold the company responsible as a principal for violations by its agent or an agent based
on the conclusory statement that as the principal, Lawyer’s is responsible for the acts of
its agent and is bound by agency principals for the agents actions.

In taking this improper position, the department ignores that fact that the company
has an agency agreement with the agent which the agent is bound to follow. An
“insurance agent, acting within the scope of his authority, actual or apparent, may bind an
insurance company....” Parshall v Buetzer 195 SW 39515, (Mo. App. W.D. 2006) citing
Voss v American Mutual Liability Insurance Company, 341 SW 2% 270, at 275 (Mo
App.1960). Actual authority is the “power of an agent to affect the legal relations of the
principal by acts done in accordance with the principal’s manifestation of consent to
him”. Id.

Because the company is not bound by or responsible for the acts of an agent or
agency acting outside the scope of the companies’ “manifestation of consent,” it is
improper for the Department of Insurance to cite and fine the company for alleged acts of
its agents which are outside the scope of the authority granted to them in their agency
agreement, The attempt by the Department within the scope of a market conduct
cxamination to abrogate well settled case law with respect to the duties of principals and
agents is also improper. Further, the position taken by the Department would have the
effect of allowing agents to ignore their agency agrecments with the principal and violate
the law at will knowing they will not be held accountable for their actions. The position




of the Department will also act to give agents or agencies apparent authority to commit
actions, legal or illegal, with no accountability from the agent or agencies for their actions
to the principal. Further, this represents an attempt by the Department to directly
interfere with the confractual relationship of the principal and agent.

For example, Section 2 of a Nations Title Agency Agreement (used as an example
here) states that the agent “itself and through its employees or officers approved by the
company (authorized signatories) shall only have the authority on behalf of company to
sign, counter-sign and issuc commitments, binders, title insurance policies, and
endorsements and under which company assumes liability for the condition of title to
land (hereinafter sometimes referred to “title assurances™), and only on forms supplied
and approved by company and only on real estate located in the territory and in such
other territories as may be designated in writing by the company.” Therefore, as can be
seen from the abave, the agent is required, for example, to only use forms supplied and
approved by the company. Thus, and for example only, use of an improper form by an
agent is in direct contravention of the agreement with the company. The company should
not therefore be held responsible in a market conduct examination (or in any legal
proceeding) for an act by an agent which obviously exceeds the scope of the agent or
agencies authority.

Tt should also be noted that the title insurance law found in Chapter 381 nowhere
states that a title insurance company is responsible for the acts of its agents outside the
scope of their agency agreements. On the contrary, Chapter 381.011 (effective 1/1/08)
states at 381.011.3 that “except as otherwise expressly provided in this Chapter aud
except where the contexts otherwise requires, all provisions of the laws of this state
relating to insurance and insurance companies generally shall apply to title insurance,
title insuters and title agents.” Chapter 381 does not, therefore, make title companies
responsible for acts of their agents, especially when the acts occur outside the scope of
the agent’s authority.




RESPONSE TO EXAMINATION FINDINGS!?

American Land Title LLC

No response required.

Acenrate Title Company, LLC

No response required.
Davis Title
No response required.

NRT Settlement Services of Missouri, LLC (US Title)

File 8-08344 Owners Policy: C34-0075944

1. RESPONSE: The agent disputes this violation, responding in Crit J82, attached
at Tixhibit 1, by saying that there was nothing in the file to indicate that those remitting
funds were to receive an interest or secure a lien in this cash transaction, The agent’s file
reflects that the sales contract was executed only by Charles Trettor, and the agent
reasonably presumed the funds to be gift funds. The Company supports the agent. See
Gieneral Objections 1, 3 and 10.

2. RESPONSE: The agent does not dispute this violation. See General Objections
1, 3 and 10.

3. RESPONSE: The agent does not dispute, stating that the agent added the
language to be consistent with its other underwriters. Sec Exhibit 2. The Company
disputes the alleged violation cant be charged to the Company, contending that an agent
choice to use a form other than the one provided by the Company is not chargeable to the
Company as a violation. See General Objections 1, 3 and 10.

4, RESPONSE: The agent agrees with the examiner’s comments set forth in Crit
185, attached as Exhibit 3; however, the agent comtends there were extenuating
circumstances, and that there was no indication that the two additional persons providing
funds were intended to be buyer or seller; hence, there was no obligation fo issuc a
closing protection letier. The Company disputes that the alleged violation can be charged
to the Company since the references relate to setflement practices of the agent that are
outside the scope of the agency agreement. See Geueral Objections 1, 3 and 10.

! The Company will respond to each criticism in the order it appears in the Report without
reproducing the text of the criticism.




Tile 8-09328 Loan Policy: not yet issued

RESPONSE: The agent does not dispute. See Crit J97, attached as Exhibit 4.
The fee has been refunded to the customer. See Exhibit 5. The Company disputes that
the alleged violation can be charged to the Company since the references relate to
setflement practices of the agent that are outside the scope of the agency agreement. See
General Objections 1, 3 and 10.

Residential Title Services, Ine,

No response required.
Tri-Lakes

No response required.
Freedom Title

No response required.

LandChoice Company, L1.C

No response required.

American Heritage Abstract Comnpany

No response required,

Bankers and Lenders Title, LLC.

File: 27356-07-2 Loan Policy: C34-0078004

RESPONSE: The agent disputes the alleged violation. Agent’s response to Crit
LTI, attached as Exhibit 6, states that the issue is whether Kozeny & McCubbin, L.C. or
its owners are “producers” of business, and based upon the way business comes to
Bankers & Lenders Title, L.C., that is not the case. The agent represents that Kozeny &
McCubbin, L..C. is not a trustec for the seller, and that the “seller” is not the seller until
Kozeny & McCubbin’s role as trustec is complete. Seller may be directing the
transaction to Bankers & Lenders, Title, L.C. because Kozeny & McCubbin, L.C. and
Bankers and Lenders, L.C. are related entities, but Kozeny & McCubbin is not referring
this business. The Company disputes that the alleged violation can be charged to the
Company since the references relate to settlement practices of fhe agent that are outside
the scope of the agency agreement. See General Objections 1, 3 and 10.




File: 2937-08-2 Loan Policy: C34-0078101

RESPONSE: The agent disputes the alleged violation. Agent’s response to Crit
LT?2, attached as Exhibit 7, states that the issue is whether Kozeny & McCubbin, L.C. or
its owners are “producers” of business, and based upon the way business comes fo
Bankers & Lenders Title, L.C., that is not the case. The agent represents that Kozeny &
McCubbin, L.C. is not a trustee for the seller, and that the “seller” is not the seller until
Kozeny & McCubbin’s role as trustee is complete. Seller may be directing the
transaction to Bankers & Lenders, Title, L.C. because Kozeny & McCubbin, L.C. and
Bankers and Lenders, L.C. are related entities, but Kozeny & McCubbin is not referring
this business. The Company disputes that the alleged violation can be charged to the
Company since the references relate to settlement practices of the agent that are outside
the scope of the agency agreement. See General Objections 1, 3 and 10.

File: 26820-07-2 Loan Policy: C34-0078100

RESPONSE: The agent disputes the alleged violation. Agent’s response to Crit
LT3, attached as Exhibit 8, states that the issue is whether Kozeny & McCubbin, L.C or
its owners are “producers” of business, and based upon the way business comes to
Bankers & Lenders Title, L.C., that is not the case. The agent represents that Kozeny &
McCubbin, L.C. is not a trustec for the seller, and that the “seller” is not the seller until
Kozeny & McCubbin’s role as trustee is complete. Seller may be directing the
transaction to Bankers & Lenders, Title, L.C. because Kozeny & McCubbin, L.C. and
Bankers and Lenders, 1..C. are related entities, but Kozeny & McCubbin is not referring
this business. The Company disputes that the alleged violation can be charged {o the
Company since the references relate to settlement practices of the agent that are outside
the scope of the agency agreement. See General Objections 1, 3 and 10.

Investors Title
No response required.

Jasper County Title Company, Inc,

No response required.

St. Joseph Title and Abstract Company

No response required.

Tri-Lakes Metro (LandChoice)

No response required.
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Great American Title Group

File 81179 Loan policy: Not yet issued.

RESPONSE: The agent disputes this violation and the Company supports the
agent. The agent notes that the assessor map shows the existence of a public road, and
given that the legal description includes that public road, the agent believed it to be a
sound underwriting practice, as it is the given and customary practice to except any part
of the legal description that lies within a public right of way. In such an instance, the
agent can rely on custom and practice as it exists in its locale. The agent also noted that it
has teminded its examiners to be cautious when making exceptions in title commitments
that may be seen as unwarranted or unnecessary. The Company disputes that the alleged
violation can be charged to the Company. See Exhibit 9. See General Objections 1, 3
and 10.

File 8000079 Owner policy: Not yet issued.

I. RESPONSE: The agent disagrees and states in ifs response to Crit J75, attached
as Exhibit 10, that it has instructed its agents not to modify or create legal descriptions,
but instead to use either the historic legal description or that provided by a licensed
surveyor. The legal description provided did contain the following language: “Subject to
road right of ways and easements, public and private, as may now be located.” The
Company disputes that the alleged viclation can be charged to the Company. See
General Objections 1, 3 and 10.

2, RESPONSE: The agent does not dispute. See Exhibit 11. The Company
disputes that the alleged violation can be charged to the Company. See General
Objections 1, 3 and 10.

3. RESPONSE: The agent disputes, noting that it did not charge a fee for deed
preparation, but did charge a $25.00 fee to defray costs it incurred in connection with
having to get a local law firm to prepare the deed. See Exhibit 12, The Company
disputes that the alleged violation can be charged to the Company since the refercnces
relate to settlement practices of the agent that are outside the scope of the agency
agreement. See General Objections 1, 3 and 10.

42 RESPONSE: The agent disagrees, responding that it was the practice of Great
American Title — Charles Burt Closing Company to provide disclosure of the affiliate
business arrangement at the time the Iisting was secured. The agent cites confusion with
the statute itself, representing that at no time was it contemplated that this was a fee to be
paid by the title agency to the referring real estate agent. See Exhibit 13. The Company
disputes that the alleged violation can be charged to the Company since the references
relate to settlement practices of the agent that are outside the scope of the agency
agreement. See General Objections 1, 3 and 10.

2 Note that the report states that there were four errors but the fourth error was preceded by the
numeral 5.
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Exhibit 1




Department of Insurance
Financial Institutions

Matt Blunt
Governor and Professional Registration
State of Missour! Linda Bohrer, Actlna Director
INSURANCEMARRET REGULATION DIVISION
Lawyers Title Insurance Corporation
NAIC # 50024
Exam # 06-09-40-TGT

Formal Criticism

Criticism No: J82
Subject: [nterests acquired not identified, Examiner: Joseph X, Ott
Date Submitted: July 10, 2008 Referenee: Agent File 8-08344

(Eleetronic copy of file in folder labeled U S Title Files)  Policy number: C34-0075944

Owner: Tretter
Expected Date of Return: July 20, 2008 Date Returned: /!
{For Examiner Use Only)

Examiner Comment:
The purchase price in this transection was $25.100.00 (page /¢ of agent’s file}. The contract named the purchaoser

as Charles Tretter and the deed naines the conltract purchaser ns the grageee {page 62). The ransaction was closed
in eserow by the agent on 5/30/2008 (page 65).

The purchase price and related expenses were paid in pact by a cashier’s chieck dated 5/7/2008 in the amuount of
$8,055.00 showing the remitter as Cynthin G. Ellepood (page 34, in part by a cashier's check dated 5/5/2008 in the
amount of $8,500.00 showing the remitter as Charles G. Tretter (page 55), and in part by a cashier’s check dated
5/7/2008 in the nmount of $8,000.00 showing (he remitier as Patricia Ann Speed (page 49). Ttappears thot
approximately two thirds of the inferests in the property were acquired by indlviduals ather than the {nsured owner.
The examiner finds no indication in this file of any inquiry by the agent as to the purpose of funds supplied by

parties other thnn the insured.

The ngent fatled to make a determtination of insurability in accordanee witlh soond underwriting practices. Sound
underwriting practices include basing insuring decisions on a reasonable analysis of any available indicatioas of
interests being ncquired in the property.

Reference: Section 381.071.1 (2}, RSMo. (2008).
Compnny Response: While source of funds may be a conceny, there was nothing i our file fo indicate they were

10 receive an interest or secure 4 lien in this cush transaction. Sales contract was exeeufed by Charles Frettor only,
These funds were presumed as gl funds.

Apgrees: Bisngrees:_ X Authorized Respondents
The exeminer coments reflect the opinion of the Market Conduet Exuminer. These commenis do not reflect the

opinien of the Department of Tnsurauce, Financiaf Institntlons and Professional Registration, If you do not
agree with the exeminer comments, attach all relevant documentntion that you belicve substantiate you response.
Section 374,203,2(2), RSMo allows a [0 calendar day response tinte. If you ate unable to fully respond within this
time frame, please let the examiner know before the tenth calendar day.

Confidentinlity Matice: The information contained in this transmission js confidential, proprietary or privileged and
may be subject to protection under the lnw, including attomey-client privilege and/or the Health Insurance
Portability and Accountability Act (HIPAA). The message is intended for the sole use of the individual or entity to
whom it is addressed, [f you are not the intended recipient, you are notified that any use, distribution or copying of

the messape is strictly prohibited.

301 West Hlgh Street, Room 530, .0, Box 630 = Jeffersan City, Missouri 65102-0690+
Telephone 573/751-4126 » TDD 1-573-526-4536 {Hearing [mpaired)
http:/ /www.insurance.mo.goyv
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’ e M2 Departinent of lnsuranca
Financial Institutions

Matt Blunt Al
Governar At ray and Prolessional Registration
State of Missouri T Linda Bolrer, Acting Director

INSURANCEMARKET REGULATIONDIVISION

Lawyers Title Insurance Corporation
NAIC # 50024
Exam # 06-09-40-TGT
[Formnl Criticism
Criticism WNo: J84

Subject: Commitment language not in form. Examiner: Joseph K. Ott
Date Submitted: July 10, 2008 Reference: Agent File 3-08344
(Eleetronic copy of file in folder labeled U § Title Files)  Policy number: C34-0075944

Qwner: Tretier
/ /

Expected Date of Return: July 20, 2008 Date Refurned: .
(For Examiner Use Only)

IExaminer Comment;

Schedule B-1 of the commitment (page 56 of agent file) as issued contains the following diselaimer:

This commilinent & not an absiract, examination, repart, or representation of fact or title and does not
create and shall not be the basis of any claim for negligence, negligent misrepresentation or other tort
claim or oction. The sole liability of company and iis title insurance agent shall arise under and be
govemed by the conditions of the commitment and/ or policy subsequently issued,

The quoted language is not a part of the form of cotnmitment filed by the insurer with the director of the Missouri
Department of Insurance Financial Institutions snd Professional Regulation. {See Adobe Acrobat document labeled
LTIC commitment forms.) The compatty and the agent may not usc forms not filed with the director.

Reference: Section 381.085, RSMe. (2008).
Company Response: _ We agree that this lanyuage is nal parl of the tiled torms by Lawyers, Aswe have u number

af undenwriters, we added the language ns o specific code 10 be consistent with one of our underwriters, Stewart
Title {see Bulletin atrached from 179). Since this audit review it liis came e oue altention that similar anguage i
contained in the ALTA 2006 Comnritment form and no longer required to list separately.

Agrees:_ X Disagrecs: Authorized Respondent:

The examiner comments reflect the opinion of the Market Conduet Examiner. These commments do not reflect the
opinion of the Department of Insurance, Financini Tustitutions nnd Professionnl Registration, {fyou do not
agree with the examiner comnments, attach all relevant documentation ihat you believe substantiate your response.
Section 374.205.2(2}, RSMb allows n 10 calendar day response time. if you are unable to fully respond within this
lime Frame, please let the examiner uow before the tenth calendar day.

Confidentiality Notice: The information contained in this transmission is confidential, proprietary or privileged and
may be subject to protection under the law, including nttorney-client privilege and/or the Health Insurance
Portability and Accountability Act (HIPAA). The message is intended for the sole use of the individual or entity 1o
whom it is nddressed. If you are not the intended recipicnt, you are notified that ony use, distribution or copying of

------- the message is strictly prahibited.

301 West High Street, Room 530, P.O, Box 690 « Jefferson City, Missouri 65102-0690-
Telephone 573/751-4126 « TOD 1-573-526-4536 (Hearing Impaired]
http:f fwww.insurarice.mo.gav
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Departinent of Insurence
Financial lustitutions

Matt Blunt
Governor and Professional Registration
State of Missourt Linda Pchrer, Acting Direclor

Lawyers Title Ensurance Corporation
. NAIC # 50024
Exam # 06-09-40-TGT
Formnl Critieism
Critleism No: I85

Subject: Closing protection letter. Examiner: Joseph K, Ott
Date Submitted: July 10, 2008 Reference: Agent File 8-08344
(Biectronic copy of file in folder labeled U S Title Files)  Policy number: C34-0075944

Owner: Tretter
Expected Date of Return; July 20, 2008 Date Retwrned: 4 f
(For Examiner Use Only}

Examiner Comment:

The ngent avcepted funds for purchase ol the proparty into escrow on 5/5/2008 (puge 52 of agent file). The agent
accepted additional finds io be held in escrow for puechase of the property and issued receipts for such lunds on

5/8/2008 (pages 49, 54, and 55).

The agent obtained o closing protection letier for Clinrles Tretter, the contract buyer, daled 5/30/2008, the date of
the closing (page 81). The agent beld funds provided by Tretter in escrow for 25 calendar doys before providing

the closing protection leter.

Certain funds for purchase of the praperty were provided by a persen nemed Cynthia G. Eilegood on 5/8/2008 and
by & perzon named Patricia Ann Speed an 5/8/2008, The agent did not oblain any written instructions for
disposition of the funds provided by Cynthia G, Ellegeod and Patricia Ann Speed. The agent did not provide
closing proteetion fetters to Cynthin G. Ellegood and Patricia Ann Speed. There is no indication that the agent
provided any notice to Cynthia G. EHegood and Patricia Anuy Speed that no title insurer was providing any
protection for their elosing or settlement funds received by the title agent.

The tille agent provided a closing protection fetler issued by Stewarl Tite Guaranty to the selles under date of
5/20/2008 {page 115). The underwriter for the transaction was changed from Stewart Title Guaranty ta Lawyers
Title Insurance Corporation on 5/29/2008 {page 48). No closing protection letter was issued fo the seller by
Lawyers Titfe Insurunce Comoration, The zgent did noi provide any notice fo the seller that na title insurer was
providing any protection for their closing or setilement funds received by the title agent.

The tifle agent is pertnitted to distribute fiunds only in acvordance with wrilen escrow instiuctions,

The title apent is not ordinacity permitted to act as an escrow agent unicss closing protectivn fetters hove been
fssued. Accepling funds For deposit to escrow constifules acting as an cscrow agent.

References; 381,022, RSMuo. (2008) and 20 CSR 300 - 7.060 {Emergency Rule effective 1/28/2008)

301 West High Street, Room 530, P.O. Box 690 « Jefferson City, Missouri 65102-0690¢
Telephone 573/751-4126 « TDIY 1-573-526-4536 (Hearing Impaired)
fittp:/ /www.insurance.mo.gov




Comiprny Response: We agree. lowever, there were exfenuating cirenmstaiices due o muliiple primary contracts.
LLS Fitde's pesition required twmination of one of the contmets before proceeding with closing and issuznce of
CPLamdnitle fosurance,  There was no indication it Cyntliz and Patrieis were intendsd 10 e bayer or seller and
thecefore pot obligaied o issue CPL. While snoree of Rands nay be a concern, there was nothing fu oue file Jo
fnclicate they were (o teceive an itlerest or seeure # lies in this cash Gunsaciion. Sales contract was sxecuted hy
Charles Trettor oy, These fundg were presumed s wifl fimds.

Agrees;_ X_ Disagress:_ X Authorized Respondent:

The examiner conunents reflect the ppinion of the Market Conduct Bxaminer, These comments do nof vefleet the
opinion of the Department of [usteance, Financial Institutions and Professtonal Registration, Ifyou do not
tgree with the exeminer comments, atteeh all relevant docurnentation that you believe substantiate your response,
Section 374.205.2(2), RSMo allows n 10 calendar day respanse time. 1 you nre unable to fully respond within ihis
time frame, plense let the exnminer know before the tenth calendsar day.

Confidentiality Notice: The information contained it this transmission is confidentini, proprictary or privileged and
may Ge subject to prafection under the taw, ncluding attomney- client privilege and/or the Health Inswrance

Portability and Accountability Act (FITPAA). The message is intended for the sole use of the individual or entity 1o
whu it {s addressed. If you are 5ot the intended recipient, you are notified that any use. distribution or copying of

{he message is strictly prohibited.
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First American
Tiile Bsurance Company

Thureday, Hay 28, 2008 4:23:27 PH
SELLER'D CLOFING PROTECTIQN LETTER

¢orius Financisl coxporation
40 Apple Ridgo
Tanbury, C1' 05010

AgentiD: 0-09303E/X642405

“Toouving hgenb®s’

U.g8, Titls Cunranty Conpany
3778 How Town DIvd.

8k, charlea, MO - 63301
Phoner [G3§) B46-6650

Tranonctlon {horeafter, *the Real Eotote Transaction®): David ond Relly Ilardd co Tamirak Shebu and
Lyalnnoh lodle, 2940 Galaxy Placa, Horyland Heiyhtn, HO 63043

Ro: Cloding Protaction hetter

Dear Hadan or Bixs

pirpt Aoarican Title Inpurance Company (the "Company?l agraos, subjoct to the Condibions nnd Excluslons
ot forth balow, to reimbueno you for aetuul lesn ifncurrad by you, in oopnection with vho olooing of tho

Peal Rotate Traneactlon conduectod by the Yoduing Agant, providad:
{h} A Commitment or Policy of the Compeny §n fowned In connection with bhn closing of the Real Rutate
Tranesct fen;

{0) You pva ta bo the goeller or lessor of an InlLsreot 1 land; and,

{C} Tho protoction offared herein chall not nxceed the legner of €iva million dollprs 895,000,000.00 or
the ampunt of settlemont fundn dua yobr in the Real Rotnte Teanepctlon teld by tha Tsoulng hgent;

ond provided the logs avison oub of:
hoto of theft of eattlomont Funds or fraud with regerd to vatblemont fundn by tle Jusuing Agent In
connection with such cloecing.

Condltiona and Bxglunions

1, The Company will nat ba llabla to you for lovs arieing out of:

A, Logg or Impalrment of pattlement funde in the tourse of cellaction or while on doponit with a bank
due to bank Ealure, inoelvency or suspenvlon, wreept ap phall zoouwlt from fallure of thn fapuing Rgant
to comply wikit your srcitten olosing inptructions to @epoudt tha fundo in a bank which you doolgnated hy

name .
B: Fraud, dishonesty or nogligence of your omployasa, ogenl, attorney ar broker,
C. Your afttlambnt or raleago of uny‘c]u!m w}thout Lthe writtwn conpont of bhe Company.
D, Any wotboro created, suffeved, nesumod or agread to by you or known Lo ybu.

E. Loug or Impalrment of your Eundo LE held by or dimbuvdnd to the Tapuing Agent, subgequont to the
cloaing of tha Heal Eotate Tranacotion, if tho Isoulng Agent poko {n the capsoity of an IRC Sectlon

1031 qualifisd intormadiary or fogilitator,

%, The protectlon ocffexad toroin ohall nok oxcond the loooor of five miliion dollakre $5,000,000,00 or che
omount of vobtloment funds den you in the Real Botato Yranaoction held by the Yspuing Agent,

3 fhon tho Corgany ohall have roimbursed you purguant to thiw lettop, it ohall be subrogatad to all righte
and remedios which you would have kod againob any porsen or prepscky had you not hean o reimburued,
Ligbility of tho Company EFor such reimbuvgesent shnll bo roduced to Lhe extept thot you Have knowingly ond

voluntarcily impairad tho valuo af thie right aof subrogabtion.

1653 Larkin Rifltase foad, Vantop, MO <3024
PATZE {000} 322.1570 ¢ FAN (FIG) {92-0536

faga ) af &




4, The Irpuing hkgent ip the Company!s sgant only for the limited purpoae of i{souing title ineurance
policden, and in not tha Qompany’s agent Cor Lhe purpooe of providinyg other olooing or setblement
pervices, The Company’s liability for your loooep arining Erem thouse other ecigolng or satticmenl pervicos
im ptrictly Jimited to the provection expresply provided fn this lekter. Any 1lability of the Compony for
lons doan not include 1ighility for lome repulting {rom Lhe negligunoe, fvaud or bad fadth of any party (o

tho Ranl Pobate Tranzacbion otheoy than an Isvulng fgont, tha lack of creditworthineso of any borrower
connogted with khe Real Eatate Tranmactlon, or the foiluxe of any collateral to adeguately sogure a loug
connedbed with the Real Eotnta Transaction. Hosiaver, this latter doeo not alfoct the Compony's 1lobilicy
with reopeet tao ito title insurance bindezn, commitmente or polliediso,

5, You muot promptly send wrikben notice of o olaim under thir lotter to tha Company at its principal
cffica at 1 Firet American Way, Santa Ama, CA 92%07, ATTH: Claimp Uepurtment, The Company Lo nok 1iabln
For a long if tho written notice ip not tocalved within one yeor [rop the data of the clening.

§. The protoction horoin offered extends only Lo ronl property trangactlene in Mieoourt.

Any provious glesing protection lettcr or simllar agrosment provided to you to heveby cancellad only with
rospegt to the Real Estale Tranooaction,

PINBT KWYERICAN TITLE INBURRNCE COMPARY

Nato Ralsetter
Reglonnl Ageney Mannger

Dlgital Bignatura: HASHBIPSLETEPI12314B2RCIIACDOFA4CEIDA

You Can View This CPL AL:
httpe//lettera,cloninoprotection, con/Fixot Nmorican-WHH/Closinglettorn/d008/05/2%/200805281623234375.pdf

1483 Larkin HIlldsne Foad, Fouton, B2 42004
YATTA {8001 E3R-13%G r PAN (61§} 43-053C

yage 3 of &




Exhibit 4




US Tit/e

Department of Insurance
Financial Institutions

Matt Blunt - u
Governor and Professional Registration
State of Missouri Linda Behrer, Acting Director
INSURANCE MARKET REGULATION DIVISION
Lawyers Title Insurance Corporation
NAIC # 50024
Exam # 06-09-40-TGT

Formal Criticism

Criticism No: J97
Subject: Fee without service. Examiner; Joseph K. Ott
Date Submitted: August 18,2008 Refercnce: Agent File 8-09328

(Electronic copy of file in folder labeled U § Title Files)

Policy number: MP: Not yet issued, pending

Owner: Cole

Expected Date of Return: August 28, 2008 Date Returned:
/ /

(For Examiner Use Only)

Examiner Cominent:

The agent closed this sale transaction in escrow on 6/4/2008. The agent disbursed funds from escrow on 6/4/2008
and recorded the deeds on 6/6/2008.

The policy had not been issued by 7/17/2008, the date the agency supplied the file for review by the examiner.

The agent satisfied one mortgage from escrow. Tha lender in that mortgage charged and collected a release
recording fee (page 88 of agent file). The agent separately collected a fee of $60.00 for recording the release.
Haying been paid a fee for recording the release, the lender is required to do so. The title agent had no basis for any
belief that release would be sent to the agent for recording, and the agent had no basis for collecting the release
recording charges. The agent may not charge a fee for which no or nominal services are performed, ‘

References: Section 443.130, RSMo, (2004) and RESPA 24 CER 3500,14(c).

Company Response: After review of file, it ias been determined an error was made regarding this charge.
Customer will be refunded $60.

Agrees: X Disagrees: Anthorized Respondent:

The examiner comments reflect the opinion of the Market Conduct Examiner. These coniments do not refleet the
opinion of the Department of Insurance, Financial Institutions ond Professional Registration. If yon do not
agree with the examiner cornments, attach alf relevant documentation that you believe substantiate your response.
Section 374.205.2(2), RSMo alfows a 10 calendar day response time. [f youare unable to fitlly respond within this
titne frame, please let the examiner know before the tenth calendar day.

Confidentiality Notice: The information contained in this transmission is confidential, proprietary or privileged and
may be subject to protection under the law, including attorney-client privilege and/or the Health Insurance
Portability and Accountability Act (HIPAA). The message is intended for the sole nse of (he individual or enlity to
whom it is addressed, If you are not the infended recipient, you are notified that any use, distribution or copying of

the message is strictly prohibited.

301 West High Strest, Room 530, P.O. Box 690 * Jeiferson City, Missouri 65102-0680-
Telophone 578/761-4126 + TDD 1-573-528-463G (Hearing Impaired}
httpitfwww.insurance.mo,gov
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SIWARNINGIEDDCUMENFECONTAINS INVISIBEEFIBERSISIXIPANGHAGEN O AND A RTIFI CIAE VAT ERMARR ONIREVERS EISIDER e

IS, TTTLE

& % % www.us-tlile.com % % % igbank
i , 367480
Escrow Account FILE # DATE wan
7930 Clayton Rd, Ste 200, St. Louis, MO 53117 8-08328 8/2112008
(314Y727-2500 . '
PAY Sixty and 0 /100 Dollars - p
TOTHE  Rober Cole IV and Emestine Gole . ;f | po sea.0n e
ORDER OF A W : [ /
27 Qrchard Trace Lare : L ( m. [ >—(p E
Wildwood MO 63040 . \fﬁ /w \ Mf [ i LA
: ‘ -
K
MEMO
PIRFLEDT 12081000 23%01 LS Z30LEEPHE I
Fila#: 8-09328 812712008 367460
Buyer Robert Cole IV and Ernestine Gole
Seller;

Prop Addr: 27 Qrchard Trace Lane, Wildwood, MO 63040

50.00

Raobert Cole IV and Emestine Cole
27 Orchard Trace Lane
Wildwood MO 63040




US. TTTEE

% % ftwwwouratitla.comk & ¥

TY3 Ulayron Road, Suie 200
Saine Louis. MO 63517

Robert Cale IV and Ernestine Cole
27 Orchard Trace Lane
Wildweod MO 63040




LS. TTTTE

HHHF www.us-tifte.cam FHek

August 28, 2008

Robert Cole [V and Erestine Cole
27 Orehard Trace Lang
Wildwood MO 63040

Re:; 8-09328

Dear Mr. & Mrs. Cole,

Regarding your recent closing on May 30. 2008 with U.S. Title, enciosed please find
check H367460 in the amount of $60. Said check represents refund of payment for the
release of prior mortgage. After the closing it was determined these fees were inctuded in
your payofT and paid for by your prior lender. Shauld you have any questions regarding
this payment, please do not hesitate to cantact me at 314-727-2900.

Sincerely.

R [ ) - -
‘f"h“" TAee et I
. ” L

Joyce Lajeunesse

ENnc.

7930 Clayton Road, Suite 200
§t, Louis, MO 63117
{314) 727-2900
Fax {314) 727-8249
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Department of limranes

Matt Blunt / Finandal Institutions
(Goveror o and Professional Regist:ra{‘ion
Sl:al:e’u_:nf Missonri ) . Linda Bohrer, Actng Director
Lawyers Tile Insurance Corporation
NAIC # 50024
Criticism No: LT1
Subject: Affiliated Business Disclosures Examiner: Greenhouse
Date Submitted: 09-04-2008 File No.: 27356-07-2
Policy Number: C34-0078004 No Scaniied DVD File Copy Available
Expécted Date of Refurn: 09-14-2008 Agent: Bankers & Lenders Title, L.C.
Agent Order/File No.: UPTDAASC 12101 Wooderest Executive Dr,, StL, MO

Date Rehurned: / /

Txarminer Comment: Kozeny & MoCubbi, L,C. is flie sole owner of Bankers & Leriders, L.C.
Kozeny & MoCubbin L,C. is the duly appointed sticeessor trysted by Deutsche Bank Natiorial
Trust Company, as trustee for Morgan Stanley Loan Trust, (herefnafier, seller).

This transaction closéd at Bankers and Lenders, L.C. Kozeny & MeCubbin, L.C. was in 4
position to refer business to Bankers and Lenders, L.C. Howevet, theré is no indicafion in file
that Bankers & Lenders Titlo, L.C. informed parties to the transaction in writing of the
rélationship between thie title insurance agency and the law firm.

Kozeny & McCubbin, L.C. owiied by Wesley T. Kozeny and ¢fary McCubbin beﬂeﬁts
financially froiii business closed at Bailkers and Lendess, L.C. This business relatioriship should
be disclosed to the instired parhcs, espeeially in lght of the fact that Kozeny & MeCubbin, L.C.
as trustees for the sellers, is in a position to direct the business, Stibject re}ahonshxp is evidetided
in the sales contraci to a title agency that is owned by Kozeny & MeCubbin, L.C. thereby

benefitting finiancially.

When the business to be wiitten constitutes an affiliated business, priof to commencing the
fransaction, the title insurer, title agent or title agent, shall énsure that ifs custoiner has been
provided with disclosure of the existence of the affiliated business arrangerneént and & written
estimate of the chiarge or range of charges generally meke for the title services provided by the
title insurer, title agency, or title agency, or title agent.  § 381.029. 2, RSMp see also 12 USC -
2607 and 24 CFR 3500.15 and 3500.14,

The agent failed to ensure that its custorizer, the buyer, has been I;rovided with disclosute of the
existence of the affiliated business arrangement.

Reference: § 381,029.2, RSMo

Company Response:

The issué is whether Kozary & McCubbin, L.C. (“KM") or the owiets (Wes Kozeny and Garry MeCubhbin) aie
“producefs" of biisiness. Based upon the way tho business coines to Bankers imd Lenders Title (“BLT") that is not
the case.

KM is nbE a trustee for the Seller. First, the “Seller” is not the Sefler until KM?s role as trustes s complete; until
then they are just a lender. Second, the REQ referral is generally from a separate entity, or at least from a separate

801 West High Streat, Room 850, P.O. Box 690 ¢+ Jefferson City, Missouri 66102-0690+
Telophdna 678/761-4126 « TDD 1-573-526-4536 (Henhriny Tmpaived)
httpfervive.difp ana.gov




department If within the same enfity. Seller may be directing the REQ \tansdction 1o BLT becauss KM and BLT are
related entitics, bit KM is not referring that business.

OM?s trustee role is not genoral, it is lmited to the powers piven them in the deed of trust sectring tha Mote.

Therefote, KM does not  have the power to directthe refirm! of title business.

RSMo 381.029, Section 1(5) defings referral; specifically with respect to the direction of title jnsurance business.
First, KM doesn’t have any power or influence over their' client, The clients are not directing the buyers to XM cven
under circuimstances where the seller pays the policy cost. T 18 Fact that 1hé selfer may coniract with the buyer to

close a cerlain place has absolutely nothing to do with EM nor is it within KM’s control or influence.

The parly paying for the policy, whether under a contract provision or otherwise, is, moroducer” of the business.

Agrees  Disagrees: __X__ Authorized Respondent: :
Ted D, Disabatt

s examiner commients reflect the opinion of the Market Corduct Bxaminer. Thiese comments
do riot reflect thie opinion of fhi¢ Departiment of Insuraicee, Financidl Institttions and
Professional Registration. If you do riot agree with the exathiner comments, attzch all relevant
' documentation that you believe substarnitiate your respoise. Section 374.205.2(2), R8Mo allows
210 calendsr day response time. If you are mable to fully respond within this time frame,
please let thie examiner know before the tenth calendat day.
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Department of [nsurance

Mait Blunt Financial Institutions
Goveror R and Professional Reglstration
State of Missourl i Linda Bohrer, Acting Director
Lawyers Title Insurance Corporation
NAIC # 50024
Criticism No: LT2
Subject: Affiliated Business Disclosures Examiner: Greenhouse
Date Submitted: 09-04-2008 File No.: 29327-08-2
Policy Number: C34-0078101 No Scanned DVD File Copy Available
Expeeted Date of Return: 09-14-2008 Agent: Bankers & Lenders Title, L.C.
Agent Ordex/File No.: HICKAASC 12101 Woodcrest Executive Dr., StL, MO

Date Returned: 2=/ [6 | &F

Examiner Comment: Kozeny & McCubbin, L.C. is the sole owner of Bankers & Lenders, L.C.
Kozeny & McCubbin L.C, is the duly appointed successor trustee by 1J.8, Bank National
Association, as trustee for Credit Suisse Trust, (hereinafier, seller).

‘This transaction closed at Bankers and Lenders, L.C. Kozeny & McCubbin, L.C. wasina
position to refer business to Bankers and Lenders, L.C. However, there is no indication in file
that Bankers & Lenders Title, L.C. informed parties to the transaction in writing of the
relationship between the title insurance agency and the law firm.

Kozety & McCubbin, L.C. owned by Wesley T. Kozeny and Gary McCubbin benefits

financially from business closed at Bankersand Lenders, L.C. This business relationship should

be disclosed to the insured parties, especially in light of the fact that Kozeny & McCubbim, L.C.
as trustees for the sellers, is in a position to direct the business. Subject relationship is evidenced
in the sales contract to a title agency that is owned by Kozeny & McCubbin, L.C. thereby
benefitting financially.

When the business to be written constitutes an affiliated business, prior to commencing the
transaction, the-title insurer, title agent or title agent, shall ensure that its customer has been
provided with disclosure of the existence of the affiliated business arrangement and & written
estimate of the chatge or range of charges generally make for the title services provided by the
title insurex, fitle agency, or title agency, or title agent, § 381.029.2, RSMo see also 12 uscC
2607 and 24 CFR 3500.15 and 3500.14.

The agent failed to ensure that its customer, the buyer, has been provided with disclosure of the
existence of the affiliated business arrangement.

Reference: § 381.029.2, REMo
Company Response:

The issue is whether Kozeny & McCubbin, L.C. (“K3™) or the owners (Wes Kozeny & Gatry
MecCubbin) are “producers” of business. Based upon the way the business comes to Rankers &

Lenders Title (“BLT"), that is not the case.

301 West High Street, Room 530, P.0. Box 800 + Jefferson City, Missouri 65102-0690°
Talephone 578/761-4128 « TDD 1-578-526-4538 (Hearing Impaived)
httpdiseww.difp.mo.gov




KM is not a trustee for the Seller. Firat the “Seller” is not the Seller until KM’s role as trustee is
complete; until then they are just a lender. Second, the REO referral is generally from a sepatate
entity, or af least from a separate department if within the same entity. Seller may be ditecting
the REO transaction to BLT because KM and BLT are related entities, but KM is not referring
the business,

KM’s trustee role is not general; it is limited to the powers given them in the deed of trust
securing the Note. Therefore, KM does not have the power to direct the referral of title business,

RSMo 381.029, Section 1(5) defines referral: specifically with respect to the direction of title
insurance business, First, KM doesn’t have any power or influence over the client. The clients
are not directing the buyers to KM even under the eircumstances where the seller pays the policy
cost. The fact that the seller may contract with the buyer to close a cextain place has absolutely
nothing to do with KM ror is it within KM's control or influence.

The party paying for the policy, whether under a contract provision or otherwise, is “producer”

of the business,
Agrees Disagrees: _J/ Authorized Respondent: Mc)oh bw:%uavﬂ'\.

The examiner comntents reflect the opinion of the Market' C ndfct Examiner, These comments
do not reflect the opinion of the Department of Insurange, I nancial Institutions and
Professional Registration. If you do not agree with th aminer comments, attach all relevant
documentation that you believe substantiate your response. Section 374,205.2(2), RSMo allows
a 10 calendar day response time. If you are unable to fully respond within this time frame,
please let the examiner know before the tenth calendar day.
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Department of lpsuranca

Matt Bhunt Financtel Institutions
Governor and Professtonal Regtstration
State of Missour! Linde Bohrer, Acting Director
Lawyers Title Insurance Corporation
NAIC # 50024
Criteism No: LT3
Subject: Affiljated Business Disclosures Examiner; Greenhouse
Date Submitted: 12-16-2008 File No.: 26820-07-2
Policy Number: C34-0078100 No Scanned DVD File Copy Available
Expectcd Date of Refurn: 12-26-2008 Agent: Bankers & Lenders Title, L.C.

12101 Woodcrest Executive Dr., St.L, MO
Date Returned: /2 /1 [ 0%

Examiner Comment: Kozeny & McCubbin, L.C. is the sole owner of Bankers & Lenders, L.C.
Kozeny & McCubbin L.C. is the duly appointed successor trustee by Deutsche Bank National
Trust Company, as trustce for Morgah Stanley Loan Trust, (hereinafter, seller),

This transaction closed at Bankers and Lenders, L.C. Kozeny & McCubbin, L.C, was ina
position to refer business {0 Ranlkers and Lenders, L.C, However, there is no-indication in file
that Bankers & Lenders Title, L.C. informed parties to the transaction in writing of the
relationship between the title insurance agency and the law firm.

Kozeny & McCubbin, L.C. owned by Wesley T. Kozeny and Gary MeCubbin benefits
financially from business closed at Barikers and Lenders, L.C. This business retationship should
b diselosed to the insured parties, especially in light of the fact that Kozeny & McCubbin, L.C.
as trustees for the sellers, is in a position to ditect the business. Subject relationship is evidenced
in the sales contract to a title agency that is owned by Kozeny & McCubbin, L.C. thereby
benefitting financially.

When the business to be written constitutes an affiliated business, prior to commencing the
transaction, the title ingurer, title agent or title agent, shall ensure that 15 customer has been
provided with disclosure of the existence of the affiliated business arrangement and & written
estimate of the charge or range of charges generally make for the title services provided by the
title insurer, title ageney, or title agency, or title agent. § 381,029.2, RSMo see also 12 USC
2607 and 24 CFR 3500.15 and 3500.14;

The agent failed to ensure that.its customer, the buyer, has been provided with disclosure of the
existence of the-affiliated business arrangement.

Reference: § 381.029.2, RSMo
Company Response:

The issue {5 whether Kozeny & McCubbin, 1,C. (“KM™) or the owners (Wes Kozeny & Garry
McCubbin) are¥producers” of business. Based upon the way the business comes (0 Bankers and

Lenders Title (“BLT?) that-is not the case.

101 West High Street, Room 530, P.0). Box 690 * Jefferson City, Misgourt 66102-0690+
Tglephiona §73r51-4128 + TDD 1-573-526-4646 (Hearing Impeired)
Littpifwsew.difp.mo.gov




KM is not a trustee for the Seller. First the “Seller” is not the Seller until KM’s role as frustee is
complete; until then they are just a lender. Second, the REQ referral is generally from a separate
entity, or af least from a separate department if within the same entity. Seller may be directing
the REO transaction to BLT because KM and BLT are related entities, but KM is not referring
the business.

KM'’s trustee role is not general, it is limited to the powers given them in the deed of trust
securing the Note. Therefore, KM does not have the power to direct the referral of title business.

RSMo 381.029, Section 1(5) defines referral: specifically with respect to the direction of title
insurance business. First, KM doesn’t have any power or influence over their client. The clients
are not directing the buyers to KM even under circumstances where the seller pays the policy
cost. The fact that the seller may contract with the buyer to close a certain place has absolutely
nothing to.do with KM nor is it within KM's coniftol or influence.

The party paying for the policy, whether under & contract provisips or otherwise, is, “producer”
of the the business.

Agrees Disagrees: _ X Authorized Respondent: N Due bluo-’h'\
The examiner comments reflect the opinion of the Market Cortduct Examiner. These comments
do not reflect the opiniosi of the Departnent of Insuragge; inancial Institutions and
Professional Registration, Ifyou do not agree with the arniner comments, attach all relevant
documentation that you believe substantiate your response. Section 374.205.2(2), RSMo allows
a 10 calendar day response time. If you are unable to filly respond within this time frame,
please Jet the examiner know before the tenth calendar day.
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Depatiment of Insurance
Flnanclal Institutions

Matt Blunt
Governor and Professional Reglstration
Linda Behrer, Acl‘iug Director

State of Missour ]
g INSURANCE MARKET REGULATION DIVISION

Lawyers Title Insurance Corporation

NAIC # 50024
Exam # 06-09-40-TGT

Formal Criticism

Criticism No: J73
Subjeet: Recitals not clear/ Great American Title Examiner: Joseph K. Ott
Date Submitted: June 11, 2008 Reference: Agent File 81179
(Maintained as paper file.)
Policy number; Loan policy, not yet issued Qwner: Batson
Expected Date of Return: June 21,2008 Date Returned: / /

(For Exnminer Use Only)

FExaminer Comment:

Tn Issuing the commitment to insure, the agent added language to the deseription excepting out “any part taken or
used for roads.” The agent's file contains no information providing a basis for appending the language 1 the fand

degeription,

By description, the insured parcel includes within its boundaries part of a publc right of way. The agent made no
exception for this significant known matter. Oimission of a-known exeeption to title is an unsound undenvriting

practice,

The agent included exceptions for changes in the property boundary by reason of references in the fand description
to the center of a public road and an existing fence. Such monuments can ordinarily be locoted by survey and do
not cause shifts in houndaries, (Difficulty in locating the fence or the public road may cause controversy but such
difficulty is different In churacter from an exception for cheaging boundaries.)

The commitment proposes the issuanco of 8 2006 ALTA loan poticy. The agent wrote an exception indicating that
a standard exception would be deleted whon the policy was fssued, The referenced standard exception is not a part
of the insurer’s commitnent for & loan policy, The2006 ALTA loan policy provides that many title defects
discoversble by survey are covered matters under the policy.

Sound underwriting practices rarely include making changes to legal descriptions, and do include excepting for
known matters affecting the insured title and drafting title exceptions that clearly describe the matter not insured.

Reference: Sections 381.071.1, RSMo.

Company Response;

1. As a part of the examination process, we secuved a copy of an assessor map which shows the existence of a
prblic road, Given our legal deseription ineludes that public road, we believed it to be a sound
underwriting practice, as is the given and customary practce to except any part of the legal deseription that
lie within a public right of way. This is where notice is cusfomarily provided to the insured. Werc we fo be
provided a survcy that is monumented to the boundary adjacent to the insured property, we would amend
ouy insured Jegal deseription. The borrower did not take title to that part in the rond. Thus the borrower

301 West High Strest, Room 580, P.0, Box 680 - Jofferson City, Missouri 65102-0620¢
Telephone E73761-4126 *+ TDD 1-573-528-4636 (Hearing Impairad}
hitpfiwwrw.insurance.mo.gov

s e




could not affirmatively represent and warrant fo the fender that they were possessed of good title, Given
that, we took the position that were we to incinde that periion in the voad ag a part of the jnsuved legal, ihe
jender would have potentially assumed there was more collateral than they were entitle ta in the event of
foreciosure.

All lenders requive survey eoverage as i part of their transnctions. The title examiner Was merely
attempting tn convey to the tender in an affirmative monner that snrvey covernge would be provided as a

part of the proposed transnetion,

We have reminded our examiuers to be cautious when malking exceptions in title commnitments that are
gmwarronted or UNNecessAIy.

Agrees: Disagrees:__X__. Authorized Respondent; f g__,,..-—-—"""““"”"‘

The examiner comments reflect the gpinton of the Market Conduct Examiner. These comments do not reflect the
opinton of the Department of Insurance, Financial Institutions nnd Professional Rogistration. If you doriof
agres with the examiner comments, aitach all relevant docurentation that you believe substantiate your response.
Section 374.205.2(2), RSMo allows & 10 calendar day response time, If you are unable to fully respond within this
time frame, please lot the axaminer know before the tenth calendar day.

Confidentiality Notice: The tnformation contained In this fransmission is confidential, proprietary ar privileged and
may be subject to protection under {he law, including attorney-clent privilege and/or the He alth Insurance
Portability and Accountability Act (FIPAA). The message i Intended for the sole use of the individual or entity ta
whom it is addressed. If you aro not the Intended recipient, you are notified that any use, distribution or copying of

the message is sirietly prohibited.
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Department of Insurance
Financial Instttudions

and Prolesstonal Registration
Linda Bohrer, Acting Director

TNSURANCEMARKET REGULATION DIVISION

Matt Blunt

Gc.wemor
State of Missouri

Lawyers Title Insurance Corporation
NAIC # 50024
Exam # 06-09-40-TGT

Formal Critleism
Criticism Noz J75

Subject: Recitals not clear / Great American Title Examiner: Joseph K. Ott
Date Submitted: June 11, 2008 Reference: Agent File 8000079

(Maintained as paper file.)
Policy number: Owner policy, not yet issued Owner: Schmidt, ef al

Expeeted Date of Return: June 21,2008 - Date Returned: [
(For Examiner Use Only)

¥xaminer Commont:

In issuing the commitment to {nsure, the agent addad Janguage to the description excepting out *any part taken of
used forroads” The agent's file contains 1o information providing o basis for appending the language 10 the fand

description,

Sound undenwrising practices rarely inclnde making changes to legal descriptions.

References Sections 381.071.1, RSMo.

Company Respense:  Our examiners have been Instructed they are not to either modify or crente legal
descripticns, but instead use either the historlc legal description or that provided by o Yivensed surveyor. To that
exient, the legal description provided did contain the following verbage, lo wit: Subject to road right of ways and
easements, public and private, 25 may oW be located a copy of\y‘n' 4 ed,

et

Agrees: ‘Disngrees;__X Authorfzed Respondent
- &

The examiner comments Teflact the opinion of the Market Conduct Examiner. These conumentis da not reflect the
gpinion of the Department of nsuraiee, Financiol Institutions and Professional Regisivation. Ifyou do not
agree with the examiner comments, atiach all relevant dosumentation that you believa substantiate your response.
Seetion 374.205.2(2), RSMo allaws & 10 calendar day response time, Ifyou are unable to fully respond within this
time frame, please let the examinet kmow before the tenth calendar day.

Confidentiality Motice: The information contained in this sransmission is confidentlal, proprietary or priviloged and
may be subject to protection under the taw, including attorney-client privilege and/or the Health insurance
Porlability and Accountability Act (HIFAA). The messags i infended for the sole use of the individual or entity to
whorn it is addressed. 1f you are not the intended recipient, you are notified that any use, distribution or copying of

the message is strictly prohibited.

301 West High Street, Room B30, P.O. Dox 880 + deffarson City, Missauri 86102-0590°
Talephona 678/761-4126 « TDD 1.573-626-4580 (Hearing Impaired)
http v inguranes.mo.gov
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PLIF REPRESENTS AN QRICIVAL SUSVEY OF THE PARCEL SHOUN
5T IS PSRT 0OF A PARCSEL DESCRIDED IN VERNON DOUNTY bopEn RICARDS
AT DOOK oB6, FACE Z6&.

PESTEPOON: Tract B

I tract of Yand locatne Sq tho Sclt: patrt of Bis
rorcheeat Puarknz of the Lerthnest {juacter of
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Department of Insurance
Financial Institutions

Mate Blunt
Gavernor and Pralessional Registratien ;
Stata of Missour] Linda Bohrer, Acting Director )

NSURANCE MARKET REGULATION DIVISION '

Lawyers Title Insuraunce Corporation
NAIC # 50024
Exam # 06-09-40-TGT

Formal Critieism
Criticism No: J76

Subjeet: Improper Exception / Great Anierican Title Examiner: Joseph K. Oit

Date Submitted: June 11, 2008 Reference: Agent File 8000079

(Maintained as peper file)

Policy number; Owner policy, not yet issued Owner: Schmidt, et al

Txpeeted Date of Return: June 41,2008 Date Retwrned: /1
(For Examiner Use Only)

Examiner Comment:

The commitment issued by the agent includes the following exception:

Claims or Conssquernces, if any, due to Patents from the United States not of record In the Recorder’s
Office, Vernon County, Missour] for the NORTH ONE-HALF (N 1/2) OF SECTION THIRTY-TWQ
(32), TOWNSHIP THIRTY-FIVE (35}, RANGE THIRTY-THREE (33) AND THE NORTHEAST
QUARTER {NE 1/4) OF THE NORTHEAST QUARTER {NE 1/4) OF SECTION THIRTY-ONE (3 i),
TOWNSHIP THIRTY-FIVE (35), RANGE THIRTY-THREE (33), ALL IN VERNON COUNTY,

MISSOURL (sic).

Such an exception is not apprapriate. The exception implies that original title lias never cmanefed from the
government. Original title never conveyed by the government is 1ot marketable and not insurable. Where titls hag
emanaied from the government, recarding evidence of the some is readily done and the agent wauld properly
condition {ssuance of the palicy on the recording. Where original title has not been conveyed, it is an unsound
underwriting practice to insure any interest without consultation with ihe underwriter.

The U, 5. Bureau of Land Management, hitp://wyw.glorecords,blm,gov/, indicates that a patent for the West 172 of
the Northwest 1/4 of S32, T35, R33, o tract of 80 acres, was issued in 1856 to James M., Brown. The same SOUCe

indieates that a patent for the East 1/2 of the Northwest 1/4 of $32, T35, R33, a tract of 80 acres, was issued in 1848
to Samuel Reed. None of the jand described in the commitment to insure is located in the Northeast 1/4 of $32, i
T35, R33, The L. 5. Bureau of Land Managetuent indicates that a patent for the Northeast 1/4 of the Northeast 1/4 i
of §31, T35, R33 was issued to James M. Brown in 1856. (Sce cxhibits 1,2, and 3 to this criticlsm 76, all : :

appended.)

It is not a sound underwriting practlce to issue a policy of title insurance containing overbroad exceptions, or
exceptions that effectively invalidate the coverage offered by the policy. Ttis not a sound underwriting practice to
include an exception for which there is no rationa] basis. :

Reference: Sections 381.071.1, RSMo.

301 Weat High Strest, Room §30, P.O. Box 590 - Jafferson City, Missouri 65102-0630°
Telephone 673/751-4126 * THD 1-573-626-4536 (Hearing Tmpairad}
hetpsfwey. NSUrance,mo.gov
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Company Response: We have reminded our examiners to not tgk:?tve?v{mad exceptions or make
- L

unnecessary requirentents. oA

Agressi_X Disagrees: Authorized Respondcr?

The examiner comments raflect the opinion of the Market Cond %t Examiner. These comments do not reffect the
opinion of the Department of Insurance, Financial nstifutions and Professional Registration. 1f you do not
apree with the examiner comments, atfach all relevant documentation that you believs subsiantiate your response.
Sectlon 374.205.2(2), RSMo allows ¢ 10 calendar day response time, IFyou ure unable to fully respond within this
time frome, please let the examiner know before the tenth calendar day.

Confidentiality Notice: The information contained in this iransmission is confidential, proprictary oF privileged and
may be subject to profestion under the law, including attorney-client privilege and/or the Health Insurance

Portability and Accountability Act ({IPAA). The messnge is intended for the sole use of the individual or entity 1o
whom it i3 addressed. If you are nof the intended recipient, you ure notified thit any use, distribution or copying of

the message is strictly prohibited.

it anberdrmen
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Department of [usurauce

Financtal Insittutions

and Professional Registration

Linda Bohrer, Acting Directar
N

Matt Blunt
Governor
State of Missaurl

Lawyers Title Insurance Corporation
NAIC # 50024
Exam # 06-09-40-TGT

Formal Criticism
Criticism No: J77

Subject: Legal Service Fees/ Great American Title Examiner: Joseph K. Ott
Date Submitted: June 11, 2008 Reference: Agent File 3000079

(Meintained as paper file,)

Policy number: Owiter policy, not yet issued Owner: Schmidt, et al

Expected Date of Return: June 21, 2008 Date Returned: [
(For Examiner Use Only)

Examiner Comment:

The agent collected a fee of $100.00 for “Legal Services Charges” from the seller. A law firm had billed the
apancy a fee of $75.00 for preparation of a deed. The agent is not permitied fo charge any fee for deed preparation.

Reference; CF Eisel v Midwest BankCentre, 230 SW3d 335 {Missourf Supreme Court, 2008).

Compnany Response: When we are requested to prepare a deed that Is oulside our normal course of business
such as a Trusice's Deed, we coordinate the preparvation of the deed with a local Inw firm, Lowther, Johnson,
They charge us 57500 for the preparation of the deed and we charge an additional $25.00 fo defray the costs
that we incur in the coordination and sceuring the deed to meet the customers requirement, In {bis instance,
the purchasers involved multiple individuals as well as » trust. En bsed please find n copy of Lowther .

Johnson's biH {or the preparation of the deed in qutestion.

Agrees: Disagrees: X Authorized Responrdent:

The examiner comments reflect the opinion of the Market Conduct Examiner, These comments do not reflect the
upinion of the Department of Insurance, Financial Institutlons and Professionat Registration, If you do ot
agree with the examiner comments, attach all relevant documentation that you beHeve substantiate your response.
Section 374.205.2(2), RSMo allows a 10 calendar day response time. 1f you are unable to fully respond within this
time frame, please let the cxaminer know before the tenth cnlendar day.

Confidentiality Notice: The information contained in this transmission is confidential, proprietary or privileged and
may be subject to protection under the law, including attorney-slient privilegs and/or the Health Insurance

Portability and Accountability Act (HTPAA), The message Is intended for the sole use of the hidividual or entity to
whotn it is addressed. If you are not the intended recipient, you are notified that any use, distribution or copying of

the message is strictly probibited.

301 West High Strest, Rocm 530, P.O. Box 830 - Jofferson City, Missouri 65102-0690+
Telephona 573/751-4126 « TDD 1.578-426-4636 (Hearing Impaired}
httpiiferww,insurance. mo.gov




sl e

-e:;xh‘-w*“'*““"—*n—__

e

" 901 5t. Louis Street, 20¢h Floor

SpﬂqgﬁﬁlQBWUG

Federaf }D # 431681067

Great Ametican Tile Co. - Jopiin
1020 E, Z0th
Joplin, MO 84804

For Services Renderad Through: April 14, 2008
Wiatier IDA 192843167 Southern Cross Ranch, LLG fo Herbert Schmidt Trust, et al,
DedralJaplin#i8oo0078

Professional Fees Amount
4114/2008 CFL  Flat Fee re preparation of corrective dead.

Sub-total Fees: 75.00

Total Current Billing: 756,00

Total Now Due: 75,00

Current Qver 30 Qver 60  Over 90
o000 0,00 0.00 0.00
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Department of lasurance
Financial Institutions

MattBlunt
Gevernor and Prolassional Registration
Linda Bohrey, Acting Director

State of Missourl
: INSURANCEMARKET REGULATION DIVISION

Lawyers Title Insurance Corporation
NAIC # 50024
Exam # 06-09-40-TGT
Formal Criticism

Criticism No: J78

Subject: Inadequate, late diselosure/ Great American Title Examiner: Joseph K, Ot
Date Submitted: June 11, 2008 Reference: Agent File 3000079

(Maintained as paper file.)

Policy number: Owner policy, not yet issued Owner: Schmidt, et al
Expected Date of Return: June 21, 2008 Date Returned: [
(Far Examiner Use Only)

Fxaminer Comment:

Charles Burt Realtors represented the sellers in this {ransaction. An order for examinatfon of €tle and for closing of
escrow was placed with the title agent by 3/21/2008, 25 indicated by teceipt for earnest money of that date. The
contract for sale of the renl astute was dated 3/21/2008, The principals of Charles Burt Realiors own a majority
Interest in Great American Title — Charles Burt Closing Company, the title agent in this transaction.

The described affiliated business arrangement was disclosed to the buyer and the seller in writing on 4/14/2008.
The disclosure of the affiliated business arrangement does not include a written estimate of the charge or range of
charges generally made for the title services provided by the Hile agency, The fransaciion was closed on 4/14/2008
and disbursed {rom escrow on 4/16/2008,

The agency failed to ensure, prior to commencing the transaction, that its custamer was provided with disclosure of
the existence of the affiliated business arrangement and a written estimate of the charge or range of charges
generatly made for the ttle services provided by the titlo agency.

The affiliated business arangernent disclosure staterent used in this transaction specifies that “agents of Charles
Burt Realtors may receive a referral fee of up to $100.00” if the parties use the services offered by the title agency,
An affiliated business arrangement permitting such a payment is prohibited.

Reference: 381.029.2, and 381.022.5, RSMo, (2008).

Company Response: It is my understanding ihut as a part of Charles Buvts listing proeesses, it is their
practice to provide disclosure of the affiliafed business arrangement at the time the listing is secured,
appears that this practice was not ahvays followed, Further there was a misunderstanding as {o the statuto
itselfas well ng its meaning. Thia lead to confusion as te when the pricing diselosure needed to be made s
well incorrect fegal advice being given to Charles Burt Realty regarding noy possible payment of a referral
fee. This misunderstanding was further cemponnded by language being used which fails to elarify who
would pay the referval fee, if any were fo be pnid. Af no time was It eontemplafcd that this was a fee that
conid/would be pnid by the titfe ageney to the referring real ostate agent, At no time has a fee been paid by

301 West High Street, Iloom 630, P.0. Box 890 * Jefferson City, Missouri 65102-0630+
Telephone 673/751-4126 » ‘TDD 1-573-628-45368 (Haaving Impalred)
http /v insurance.mo.poyv




this title ngency for any such referral. The practice was stopped in November of 2007 afier further
consultation with ofher counsel. It was believed that sl inaceurnte disclosure forms had been refrieved and
destroyed. 1i appears our belief was incorrect, We have since confirmed that Charfes Burt Realtor agents
are using the proper disclosure form in the manner in which it is intended as well ns reminding our
personnel of the requirements of Section 381.029, paying close nttention fo the specifie requirements of
381.029.2 and 381,029,5 to include not aceepting an order for title and settlenyent services unless a completed
diselosure is inciuded, /"

(PUU———
e

Agrees; Disagrees;_x Authorized Respon

¥4

42
The examiner comments reflect the opinion of the Market Cﬁduﬂﬁ'ﬁj{an}iner, These comments do not refleet {he
opinion of the Department of Insurance, Financial Institutfons nnd Professiona} Registrntion. Ifyou do not
agree with the examiner comments, attreh all relevant documentation that you belleve substantiate your response,
Section 374.205.2(2), RSMo allows 1 10 calendar day response time. If you are unable to fully respond within this
time frame, please let the examiner know hefore the tenth calendar day.

Confldentlality Notice: The information contained i this fransmission is confidential, proprietary or privileped and
may be subject to protection under the law, Inclnding attorney-client privitege and/or the Health Insurance
Portability and Accountability Act (HIPAA), The message is intended for the sole use of the individual or entity to
whom it is addressed, If you are not the intended recipient, you are notified that any use, disiribution oy copying of
the message is strictly prohibited. :
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