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I want to thank all of the agents that took time out of their busy sched-
ules to complete the Stewart Title National Agent
Survey.  Your input helps us to make sure we
are providing you with the tools and information
you need to be successful at your job! The
company that collects all of the data has not yet
finished compiling all the information, but we
should have the results shortly.  When we do, I’ll
share with you the results.  In the meantime, if
there is anything we can to for you, please do
not hesitate to call on us!

CALLING ALL AGENTS...

*   *   *   *  *  *

~ Inspiration could be called inhaling the
memory of an act never experienced.

Ned Rorem

*   *   *   *  *  *
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R-18 Creation of New Loan Contemplation  by Construction
Lender

� Rate Rule Continued
          Basic Rule of Construction Loans

� Unclaimed Property Report

� Schedule & Update Your Records



R-18   Creation of New Loan

Contemplated by Construction

Lender

“When a Mortgagee Policy has been issued in-
suring the lien of a construction loan to be fully
taken up, renewed, extended or satisfied by a

new loan, the premium on the Mortgagee Policy in-
suring the lien of the new loan shall be at the cur-
rently promulgated minimum policy Basic Premium
Rate; provided however, if the Mortgagee Policy in-
suring the lien of the new loan is in an amount in
excess of the amount of the Mortgagee Policy insur-
ing the lien of the construction loan, the premium
shall be equal to the greater of the currently promul-
gated minimum policy Basic Premium Rate, or the
excess of the currently promulgated Basic Premium
Rate on the amount of the Mortgagee Policy insuring
the lien of the new loan less the currently promul-
gated Basic Premium Rate on the amount of the Mort-
gagee Policy insuring the lien of the construction
Loan.”

IN OTHER WORDS

When a construction loan MTP is purchased up front,
after completion of the construction, a new MTP that
fully takes up, renews, extends of satisfies the new
loan can be issued at the minimum policy Basic Pre-
mium Rate, or $254 currently.

So why would anyone want to purchase a MTP at the
time of construction instead of an  Interim Construc-
tion Binder (ICB)?  Well, Richard Black, TX Under-
writing Counsel previously prepared this summary of
the ICB vs. Construction Loan MTP. Its still a good
outline of the advantages and disadvantages of both.

Interim Construction Binder

(ICB)

Advantages

An ICB is low cost for the borrower
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 C o r n e r  (ICB-premium is pegged

at the minimum Basic
Rate policy premium).
In comparison to a title
insurance Commitment,
the ICB allows the lender
to have a longer-term as-
surance/ability of obtain-

ing a policy with known exceptions.

Disadvantages

An ICB is not a policy (some call it a “glori-
fied commitment”). If a claim arises while
the lender holds an ICB only, the underwriter
has no obligation to handle the claim unless
and until the lender purchases the Mortgage
Title Policy contemplated by the ICB. If the
Policy premium has not been and cannot be
collected from the borrower, the lender might
have to advance the premium out of its own
pocket to convert the ICB to a Policy.  After
the initial one-year term of the ICB, the lender
must remember to request and pay for suc-
cessive six-month extensions (up to a maxi-
mum of 6 extension) in a timely manner.
Failure to timely obtain an extension could
result in the underwriter denying the lender
any ability to convert the ICB to a Policy. (e.g.,
in a claim situation). For the borrower, an
ICB generates no reduced premium or credit
for a subsequent Policy at a renewal/perma-
nent loan, other than a possible 50% credit
of the ICB premium if renewal occurs within
one year after the ICB.

Construction-Loan

Mortgagee Policy (MTP)

Advantages
With an MTP up front, the lender avoids po-
tential headaches involved with maintaining
and relying on an ICB (has immediate re-
course to the underwriter in event of a cov-
ered claim, avoids the problem of later “dun-
ning” the borrower for premium needed to
convert an ICB, and avoids the problem of



 

Rate Rule Corner
Continued from page 2

keeping extensions in place).

Disadvantages

MTP is higher-cost for the borrower. However,
if the borrower expects to have a subsequent re-
newal/permanent loan (same or different lender)
limited to the construction loan covered by the
up-front MTP, the renewal/permanent lender’s
Policy may qualify for R-18 treatment (premium
cost of subsequent MTP is minimum Basic Rate).
Even if subsequent renewal also includes other
debt (e.g. separate purchase money loan), up-
front construction MTP entitles borrower to ap-
plicable R-8 credit. For the title company issuing,
the up front MTP carries a heavy responsibility to
make certain that Schedule “B” of the Policy con-
tains the exceptions that are mandatory under P-
8b (“pending disbursement”, when applicable, and
“any and all arising”).

Basic Rule of Construction Loans in Texas

There is NO title insurance coverage available in
Texas now, in any way, shape or form, that in-
sures a construction lender against subcontrac-
tor/supplier lien-claimants who later assert prior-
ity of their claims over the construction lender’s
lien.

Under an ICB, if the lender pays the MTP pre-
mium to convert, the lender is only entitled to
receive the same P-8b MTP that it would have
gotten up front (or, if down-date endorsements
have been obtained  during construction, then
the same policy, but dated even with the last down-
date endorsement and with any additional excep-
tions contained in prior down-date endorsements).
Under a P-8b MTP (gotten up front or converted
from an ICB), the ONLY coverage against
mechanic’s/materialmen’s lien-claims is the affir-
mative assurance that no such claims have been

Spooky, cooky, creepy,
and fun! Halloween is
the time of Ghosts, Gob-
lins, Gravestones and
Graveyards. Of Spooks
and Spirits and silly-
fun tricks. Of Witches

and Warlocks and Scary
Black Cats. And Candy
Corn, Caramel Apples,

Pumpkins and Bats.  So
enjoy the day of these

goofy and spooky things
cause these are the

things that Halloween
brings.

Have a safe and Happy
Halloween!

filed as of policy-date (last part of the P-8b “any
and all liens arising” exception).

* A Special Thanks to Richard Black for allow-
ing us to reprint this article on insuring con-
struction loans.



Unclaimed
Property
Report

 

November 1st of ev-
ery year, is the dead-
line for you to file your
unclaimed property re-
port with the Texas Comptrol-
ler of Public Accounts. Un-
claimed Property is any finan-
cial asset that has been aban-
doned by the owner for a pe-
riod of three years or more. Es-
crow or trust funds are consid-
ered unclaimed property. If you
are not able to locate the owner
of those funds and you’ve held
the money in escrow for 3
years, its time for you to re-
port.

Title Agent Responsibilities

It is the agent’s responsibility
to review files with outstand-
ing balances from time to time.
A good rule of thumb would
be to send out a letter every 6
months notifying the party(s)
involved that this money is still
being held. Keep a copy of your
letter in the file and to docu-
ment that you have attempted
to locate and notify the owner.
If you are not able to locate
the owner( i.e. they’ve moved
and left no forwarding address,
etc.)  these funds can be
escheated to the state. If you
are able to locate the parties
involved and there is only a dis-
pute regarding who is to re-
ceive the funds, than these
funds are not to be escheated.

We are  a l -
ways apprecia-
tive for your continuous
representation of Stewart
Title Guaranty Company
and “Thank you” for al-
lowing us to be apart of
your family.  We enjoy
providing you with the
support you need and de-
serve. Best wishes for an
enjoyable holiday season
and prosperous  New

Year.

   

If you have a
topic  or a sug-
gestion  that you
feel  would be
beneficial for
discussion forward
an  e-mail to
afling@stewart.com or mail
to:

Angela Fling
STEWART TITLE TALK

5900 Shepherd Mtn Cove
Building 2, suite 200

Austin, TX 78730

We look forward to your
suggestions!

Just  for you...

Interest and Penalty on
Late Remittance

According to the comp-
trollers office, a title agent
who fails to pay or deliver
property on time shall pay
interest from the date the
property should have

been reported until the date it is
received.  File a report immedi-
ately if you determine your are
holding property that should
have been delivered to the state
of Texas in previous years.  The
Comptroller’s office will calculate
the interest and penalty for you
and forward a bill for any amount
owed.

For more information or for a
copy of the reporting form, visit
www.window.state.tx.us/up/.
You may also contact the Texas
Comptrollers office for unclaimed
property at 800-321-2274., with
any question you may have.

F Y I...



Schedule
November 5, 2003

TLTA~Abstract & Examining Workshop
Omni San Antonio Hotel, San Antonio, TX

November 13, 2003

TLTA~Advanced Title Issues Workshop
Marriott Las Colinas, Irving, TX

November 27 & 28, 2003

Thanksgiving & Day After
STG~Office Closed

December 4-5, 2003

TLTA~Texas Land Title Institute
Hyatt Regency Hill Country Resort

San Antonio, TX

December 25 & 26, 2003

 Christmas Day & Day After
STG~Office Closed

January 1, 2004

New Years Day
STG~Office Closed

January 13-14, 2004

TLTA~Houston Regional Seminar
Doubletree at Post Oak Hotel, Houston, TX

January 15, 2004

TLTA~Abstract & Examining Workshop
Doubletree at Post Oak Hotel, Houston, TX

Thank you for your patience during our
move.  Be sure to update your records to
reflect our new address of 5900 Shepherd
Mountain Cove, Building 2, Suite 200, Aus-
tin, TX 78730.

Please be advised we also have a new phone
system, thus it may be a period of transi-
tion not only for us as users, but for you as
well. Our extensions have changed, so
please listen carefully for those changes
when calling for us!

UpdateYour Records

 

Be thankful that you don’t
already have everything
you desire.  If you did,
what would there be to look
forward to?

Be thankful for the difficult times. During
those times you grow.

Be thankful for your limitations, because
they give you opportunities for improve-
ment.

Be thankful for each new challenge, be-
cause it will build your strength and char-
acter.

Its easy to be thankful for the good things.
A life of rich fulfillment come to those who
are also thankful for the set backs.


