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Welcome to the first edition of WV Update – I’ve long admired our 
neighbor, Ohio’s, newsletter and have decided what better way to emulate 
their success than to start with a borrowed article, of course with George’s 
blessing to do so.   
Odds and Ends: by George Naumoff 
The dog days of summer are upon us.  We all tend to take things a little slower at this time of the 
year.  And it appears that the housing market is no different.  Despite historically low interest 
rates, sales of homes continue to lag. Interest rates, as of August 12, 2010 are at 4.44% for a 30 
year fixed, and 3.92% for a 15 year fixed rate.  With interest rates this low, it begs the question 
when will buyers be pulled in?    
The answer to that question can be given in one word.  Jobs.   Take a look at this article  
http://www.msnbc.msn.com/id/38657043/ns/business-real_estate where 
Stewart’s own Dr. Ted Jones was quoted.  It appears that either interest rates must continue to go 
lower, and in some opinions, drastically lower, before we see any significant increase in sales.  
Jobs and only jobs will pull us out.  If you look at the most recent productivity numbers 
http://www.bls.gov/news.release/prod2.nr0.htm  you will see that the number of 
hours worked (by those employed) increased by 3.6%, however productivity for those workers 
decreased by 0.9%.  Employed individuals are working longer but at the expense of productivity.  
Employers should start hiring more individuals to increase productivity and efficiency.  This and 
this alone will pull us out of the tailspin we have seen. 
So what does this all mean?  It means that we should be gearing up for 2011.  If the numbers hold 
true, it will mean that job creation in the private sector should see increases in the last half 2010.  
With home prices having bottomed out, we hope to see increased business in the next year.   
Speaking of Dr. Ted Jones….he has a blog, that is well worth the read, at 
http://blog.stewart.com  where he opines about he current financial data and their effect on 
our industry.  Please feel free to share with your associates and customers.   
While we are looking forward to 2011, we need to complete our work for 2010.  We are 
continuing to look for timely remittance of premium funds, reporting of policies, and claims 
prevention.  Take this time to make sure you have a system in place that gets you, not only caught 
up in remitting and reporting, but that it be done on a monthly basis.  Also continue to stress 
claims prevention and awareness. 
And last but not least, make sure you reconcile your escrow account.   
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estate have potential tax implications for the transferor and can present 
an investment opportunity for the transferee. To learn more about the 
benefits of a §1031 transaction involving the disposition of distressed 
real estate, see: H1031 Exchanges in a Foreclosure: Sometimes Your Loss 
Really is Your Gain H. 

From the viewpoint of the secured bank lender, the receipt of the real 
estate pledged as collateral for the borrower’s repayment obligation is a 
payment event. If the lender acquired the note at a significant discount, 
the receipt of the collateral can generate a capital gain if the value of the 
real estate exceeds the lender’s investment in the secured note. If the 
collateral is worth less than the investment in the note (as is usually the 
case), the difference generates a loss. The loss is characterized for 
income tax purposes as an ordinary loss if the lender is actively engaged 
in the business of lending. A private party that is not in the business of 
lending will realize a capital loss. 

If the collateral is not sold to a third party in a foreclosure sale, the 
lender ends up taking ownership of the collateral which is classified under 
GAAP rules as “other real estate owned” or REO property. Since a 
regulated bank is not in the business of owning and managing real estate 
assets, bank regulations generally require that the bank dispose of REO 
property expeditiously but in accordance with prudent business 
judgment. The accounting standards governing the disposition of REO 
Property are set forth in Financial Accounting Standards No. 66 relating 
to Accounting for Sales of Real Estate. To satisfy regulators, banks must 
maintain documentation evidencing sales efforts. 

Some analysts have suggested that banks are intentionally holding REO 
property on their books at unrealistically high values. If a bank sells its 
REO property at a loss, the bank must recognize the actual loss which 
affects its balance sheet and reserve requirements. By timing the sale of 
REO property, the bank may be able to manage its balance sheet until 
the real estate market improves or that the bank’s balance sheet is 
otherwise able to absorb the loss. Although the exact number of 
properties taken back by lenders remains unknown, some recent 
estimates put the number as high as 7 million REO properties. As such, 
some banks today are operating their portfolios of REO properties much 
like the investor owners they foreclosed on. 

CAN A BANK SELL AN REO PROPERTY TO COMPLETE A TAX 
DEFERRED EXCHANGE? 

A fundamental requirement of a tax deferred exchange is that both the 
relinquished property sold and the replacement property acquired be 
held by the taxpayer for investment or for use in a trade or business. 
Section 1031(a)(2) excludes property held by the taxpayer primarily for 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

sale. Property held for sale is generally classified as inventory under tax 
accounting rules. REO Property is just that, inventory held by a bank for 
sale and would not qualify as held for investment. Even if REO property 
could be characterized as held for investment, however, the need to 
acquire replacement property is inconsistent with bank regulations 
requiring the bank to liquidate REO property. Of course, real estate 
owned by the bank for use in its trade or business, such as the bank’s 
headquarters or branch offices is not inventory and may be exchanged 
for other like kind property using Section 1031. As always, it is important 
to consult with an experienced tax advisor to evaluate the tax 
ramifications of a proposed tax deferred exchange. 

 

Expanded Coverage Policies 
 

Most of you are familiar with and have been utilizing the ALTA Homeowners’ 
Policy of Title Insurance, for 1-4 family residential property.  There is also filed in 
West Virginia, an expanded coverage LOAN policy available to lenders, offering 
more extensive coverage than the regular loan policy, and available at 110% of 
the rate of the basic loan policy. If you would like to begin using the expanded 
coverage policy, let me or Polly know and we will make sure it gets added to 
your policy inventory. 

The ALTA Expanded Coverage Residential Loan Policy and Short Form 
Expanded Coverage Residential Loan Policy, provide more coverage than the 
other ALTA Loan Policies and contain 28 insuring clauses (Covered Risks).  The 
ALTA Expanded Coverage Residential Loan Policy is an enhanced version of 
the ALTA Loan Policy (2006) approved for use in West Virginia and includes 
many of the same expanded coverages provided to the consumer by the ALTA 
Homeowners Policy of Title Insurance, as well as a number of additional 
coverages unique to lenders.  The rates for the ALTA Expanded Coverage 
Residential Loan Policy and the ALTA Short Form Expanded Coverage 
Residential Loan Policy are 110% of the rate applicable for the Basic Loan 
Policy for West Virginia.  

 

Guidelines follow. 
Guideline: ALTA Expanded Coverage Residential Loan Policy (02/03/10)  

Explanation: 
 The Expanded Coverage Residential Loan Policy includes the following standard 
coverages (Covered Risks):  

1. Automatic incorporation of the following ALTA Endorsements:  

• ALTA Endorsement 4-06 (or 4.1-06) (Condominium);  
• ALTA Endorsement 5-06 (or 5.1-06) (Planned Unit Development);  
• ALTA Endorsement 6-06 (Variable Rate Mortgage);  
• ALTA Endorsement 6.2 (Variable Rate Mortgage - Negative Amortization); 
• ALTA Endorsement 8.1-06 (Environmental Protection Lien); and,  



• ALTA Endorsement 9.3-06 (Restrictions, Encroachments, Minerals).  

You do not need to mark boxes or attach these endorsements: these endorsements 
are automatically included.  

2. Revolving credit coverage for future advances.  

3. Modification coverage that automatically covers advances made or changes in the 
interest rate subsequent to a modification of the insured mortgage after Date of 
Policy.  

4. Zoning coverage (similar to ALTA Endorsement 3.1-06).  

5. Building permit coverage (without any separate cap or deductible).    

6. Subdivision Map Act coverage.  

7. Post-policy forgery coverage of the lender's signature on enumerated documents.  

8. Location coverage of street address and residence.  

9. Tax parcel coverage insuring that the land is not taxed with other property.  

10. Survey coverage that includes coverage with respect to post-policy 
encroachments.    

11. Coverage against damage to improvements from use of surface for extraction of 
minerals, water or other substances (similar to coverage included in ALTA 9.3-06).  

12. Coverage against supplemental real estate taxes.  

13. Usury coverage if the Insured Mortgage is insured as a first mortgage.  

14. Coverage of perimeter boundaries of map, if any map is attached.  

15. Insurance of actual pedestrian and vehicular access.  

16. 25% increase in insurance coverage, so that insurance is 125% of amount 
stated in Schedule A.  

17.  10% increase in insurance coverage, if Company attempts pursuant to the 
policy to establish title and is unsuccessful.  

18. Covered Risks as to Electronic Transactions, such as failure to comply with 
requirements to create documents electronically and failure to properly record a 
document electronically.  

19. Coverage that real estate taxes and assessments are not due and payable, but 



unpaid.  

20. Coverage against survey matters, because of: "Any encroachment, 
encumbrance, violation, variation, or adverse circumstance affecting the Title 
that would be disclosed by an accurate and complete land survey of the Land. 
The term "encroachment" includes encroachments of existing improvements 
located on the Land onto adjoining land, and encroachments onto the Land of 
existing improvements located on adjoining land."  

21. Covered Risks insuring against notices of governmental enforcement, notices of 
legal violation and notices of eminent domain proceedings that are recorded in the 
Public Records.  

22. Creditors' rights coverage because of prior fraudulent transfers, preferential 
transfers, and ineffective or delayed recording.  

23. Gap coverage between the date of settlement (Date of Policy) and date of 
recording.  

24.Coverage against the lack of priority of the lien of the Insured Mortgage over the 
lien of any assessments for street improvements under construction or completed at 
Date of Policy.  This is the same as ALTA Endorsement 1.  

25. The definition of "Indebtedness" is broadened, and includes future advances (as 
to which there is separate insurance of priority).  

26. There is no non-cumulative liability clause in the Policy.27.  There is no pro tanto 
reduction clause by payment of principal, and therefore no need for a Last Dollar 
Endorsement.  

28. The Policy clarifies the arbitration clause. The Policy that is subject to mandatory 
arbitration upon request and compliance with applicable law has been raised from 
$1 million to $2 million. The rules for arbitration will be the ALTA Title Insurance 
Arbitration Rules (which incorporate the National Arbitration Forum rules except as 
modified). You may find the Title Insurance Arbitration Rules at 
Hwww.alta.org/standards/arbitration1.1.06.cfmH.  NOTE:  In WV NO title policy is 
subject to arbitration, therefore, the WV Arbitration Endorsement must be issued 
with every policy.  

The Expanded Coverage Residential Loan Policy generally will have a premium 
charge of 110% of the applicable cost of the Standard Loan Policy (unless a higher 
rate is filed in your state), plus any endorsement charges for the incorporated 
endorsements applicable to the transaction. The additional premium charge, other 
than endorsement charges, typically will not apply if the Expanded Coverage Loan 
Policy (1/1/08) is issued simultaneously with the ALTA Homeowner's Policy of Title 
Insurance (1/1/08).  

Underwriting Requirements: 



(1) Issue only on one-to-four family residence or residential condominium; Issue only 
if improved property; Verify by review of tax/assessment search; Add address for 
land in Schedule A.  

(2) Issue on first liens only.  

(3) Issue only if lender is institutional lender commonly making residential loans (do 
not issue if lender is an individual).  

(4) Do not issue if loan is for construction or repair of improvements (must verify that 
all bills paid on any prior construction within lien period).  

(5) Issue only on (i) platted lot or metes and bounds tract not exceeding 25 acres; or 
(ii) condominium unit. Do not issue on metes and bounds or other property without 
underwriter approval or unless you can determine that the metes and bounds 
description does not violate subdivision map requirements.  

(6) Verify by tax/assessment search that separately assessed.  

(6) Verify with homeowner's association that assessments paid current and that any 
right of first refusal will not be exercised in the current transaction (if there is a right 
of first refusal);  

(7) If a map of the land is attached (not required on policy), verify that description 
same as Schedule A description.  

(8) Sellers must execute the ALTA Homeowner's Policy of Title Insurance/Expanded 
Coverage Loan Policy Affidavit. If no sale, require borrowers to execute ALTA 
Homeowner's Policy of Title Insurance/Expanded Coverage Loan Policy Affidavit.  

(9) No inspection or survey is required.  

(10) Verify homeowner's assessment liens subordinated to insured mortgage (e.g. 
as purchase money or first lien). If condominium or uniform act provides that the 
Insured Mortgage is subordinate to some assessments, a specific exception in 
Schedule B is required. If the assessment lien of a covenant is not subordinate, 
specifically state in Schedule B. The specific exception may state “Notwithstanding 
the Covered Risks and Endorsements incorporated in this policy, the policy does not 
insure against lack of priority of the lien of the Insured Mortgage over any lien for 
assessments and charges set forth in  (describe assessment lien provision).”   

(11) Separately and specifically except to easements, assessment liens and options 
or first refusals set forth in covenants.  

(12) Absent the lender's instructions to the contrary, the policy may be dated and 
issued on date of settlement/closing if your requirements have been met, the funds 



have been disbursed and you are in a position to record. Show the settlement date 
as the Date of Policy; you do not need to show recording information.  

(13)  You should be satisfied that taxes and assessments are not yet due and 
payable, or add the following at the end of your tax exception:"These taxes and 
assessments are due and payable."You may continue to note in Schedule B that 
excepted taxes are not yet due and payable, if requested by the Insured.(14)  You 
should except to a recorded notice of governmental violation (such as zoning, 
subdivision, environmental) or notice of eminent domain proceeding filed by any 
person. Do not remove as an exception because of a release unless you receive 
approval from underwriting personnel.  

(15)  You may show as your Date of Policy the date of disbursement and delivery of 
all documents. You do not need to await recording information unless the closing 
instructions require that information on the Policy.  

(16)  You should verify street improvements are not under construction or recently 
completed, by your tax search, survey review, or affidavit of the owner.  

The underwriting guidelines contained herein have been provided for general 
reference. The facts, circumstances, and location of the subject property should be 
considered when determining the issuance of the requested form or endorsement.  
Please note that all of the forms and endorsements included in this system may not 
be available in all states. Accordingly, please contact the appropriate Stewart Title 
Guaranty Company underwriting personnel in order to determine availability.  

Compliance with the underwriting guidelines contained herein in no way obligates 
Stewart Title Guaranty Company to issue any form or endorsement.  

 

 

Guideline: ALTA Homeowners Policy of Title Insurance for a One-to-Four Family Residence 2003 
Explanation: 

The ALTA Homeowner's Policy of Title Insurance provides more coverage to owners 
than other ALTA Owner's Policies. The ALTA Homeowner's Policy contains 28 
insuring clauses ("Covered Risks")  

ADDITIONAL COVERED RISKS (INSURING CLAUSES) AND COVERAGES IN 
THE POLICY:  

1. Future Forgery and Future Ownership Claims: post policy forgery, impersonation, 
and adverse ownership coverage will protect the insured against loss if someone 
else claims to own the title (Covered Risk 7). 
 
2. Actual pedestrian and vehicular access based on a legal right (Covered Risk 11). 
 
3. Forced correction or removal of an existing violation of covenants, conditions or 
restrictions (Covered Risk 12). 



 
4. Loss of title because of a violation, before the insured acquired title, of covenants, 
conditions or restrictions (Covered Risk 13). 
 
5. Existing violations of subdivision laws or regulations, resulting in inability to obtain 
a building permit, requiring correction or removal of the violation, or refusal to 
perform a contract to buy, lease or make a mortgage loan (Covered Risk 14). This 
Covered Risk is subject to a Deductible Amount and Maximum Dollar Limit of 
Liability (shown in Schedule A). 
 
6. Forced removal or remedy of an existing structure (other than a boundary wall or 
fence) because any part of the structure was built without obtaining a proper building 
permit. (Covered Risk 15). This Covered Risk is subject to a Deductible Amount and 
Maximum Dollar Limit of Liability. 
 
7. Forced removal or remedy of existing structures (other than a boundary wall or 
fence) because they violate an existing zoning law or zoning regulation (Covered 
Risk 16). Forced remedy (but not forced removal) is subject to a Deductible Amount 
and Maximum Dollar Limit of Liability. 
 
8. Encroachments of: (a) existing structures onto a neighbor's land (Covered Risk 
18); (b) neighbor's existing structures onto the Land (Covered Risk 19); (c) existing 
structures onto an easement or over a building set-back line (Covered Risk 20); or, 
(d) neighbor's structures (other than boundary walls or fences) onto the Land after 
Policy Date (Covered Risk 25). 
 
9. Damage to existing structures because of use or maintenance of any easement 
(Covered Risk 21). 
 
10. Damage to existing or future improvements because of the future use of the 
surface of the land to extract or develop minerals, water, or other substances 
(Covered Risk 22). 
 
11. Supplemental taxes for a period before Policy Date because of construction or 
change of ownership or use that occurred before Policy Date (Covered Risk 24).  
 
12. The residence with the address shown in Schedule A is not located on the land 
at Policy Date (Covered Risk 28). 
 
13. [Optional Clause only in some western states] The map attached to the Policy 
does not show the correct location of the land according to the Public Records 
(Covered Risk 29). 
 
14. Gap Coverage as to matters recorded before the insured's Deed (Condition 1.f.).
 
15. Continuation of Coverage for (a) a spouse of the insured receives title because 
of dissolution of marriage; (b) the Trustee to whom the insured conveys; or, (c) the 



beneficiaries of the insured's trust upon death of the insured (Condition 2.b.). 
 
16. Stated substitute residence rental expenses and expenses of relocation, if the 
insured cannot use the Land (Condition 6.b.(2)). 
 
17. Automatic Increased Coverage of up to 150% of Policy Amount over 5 years 
(Condition 9).  

Underwriting Requirements: 

(1) Issue only on single family residence or residential condominium.  

(2) Issue only if improved. Verify by review of tax/assessment search. If search does 
not reflect improvements, inspect the property.  

(3) Issue only on bona fide sale, not existing ownership by insured.  

(4) The subdivision should be a platted subdivision, that (a) is established or (b) is 
being developed by a known reputable developer or builder.  

(5) Issue only on (a) a platted lot or (b) condominium unit. Do not issue on metes 
and bounds or other property without underwriter approval.  

(6) If builder sale or new construction, verify either that (a) builder is known in 
community as residential builder or contractor, or (b) certificate of occupancy or local 
equivalent has been issued, or (c) utilities are now available to the land.  

(7) Verify by tax/assessment search that single family residence with address to be 
shown in Schedule A. If tax/assessment search does not reflect residence, inspect 
or otherwise verify. Compare address in tax/assessment search to address shown in 
contract, if available. Do not show zip code on Schedule A.  

(8) Verify with homeowners association that assessments paid current, that there 
are no known restriction violations (if the association has this information), and that 
any right of first refusal will not be exercised in current transaction (if there is a right 
of first refusal).  

(9) Verify no pending or current construction ongoing.  

(10) Verify that all bills paid on any prior construction within lien period.  

(11) If map of land attached (not required on policy and not relevant unless Covered 
Risk 29 on Policy), verify that description is same as Schedule A description.  

(12) Require seller to execute Homeowner's Policy affidavit and your customary 
affidavit of debts and liens.  

(13) Verify by review of restrictions/covenants that the land may be used as a 



residence.  

(14) Except as provided above, no survey or inspection is required.  

(15) Policy may be dated and issued on date of settlement if your requirements have 
been met, funds disbursed, and you are in position to promptly record. You may 
show date of settlement as date of policy and you do not need to show recording 
information in Schedule A.  

(16) Use our Schedule A with its preprinted Deductibles and Caps, or add those 
numbers to the Schedule A if you print your own Schedule A.  

(17) Do your normal search.  

Compliance with the underwriting guidelines contained herein in no way obligates 
Stewart Title Guaranty Company to issue any form or endorsement.  

This guideline applies to the following form(s):  
HALTA Homeowner's Policy of Title Insurance/Expanded Coverage Loan Policy Affidavit 
2000 H 

 

 

 

 

 

 

 

 

 

 

 

 

 

Recent Bulletins: 
MU2010004 

Date: April 30, 2010  

To: All Issuing Agents except Texas 

RE: 
Acceptance of Instruction Letters  

Dear Associates:  

If you are an agent, when you receive letters of instruction pertaining to closings, 
you may only execute the letter in the name of your title agency or in your name as 
title agent. You may not execute the letter on behalf of Stewart Title Guaranty 
Company. For example, the following acknowledgments of instructions are not 
acceptable:  

We acknowledge receipt of this letter of instructions and the Escrowed Documents 
and advise you that all the Closing Conditions, other than the receipt of telephone or 
email authorization from _________ to proceed, have been satisfied, and we agree 
to comply with all the terms of the letter.  

Dated: April ___, 2010.  



 

 

 

 

 

NOT ACCEPTABLE:  

STEWART TITLE GUARANTY COMPANY  

By 
Name: 
Title: 
Authorized Signatory  

NOT ACCEPTABLE:  

STEWART TITLE GUARANTY COMPANY  

By ABC Title Agency 
Name: 
Title: 
Authorized Signatory  

Instead, the name of your title agency or your name as title agent should be shown 
in the acceptance and acknowledgment:  

ABC Title Agency 
By  

If you have questions related to this bulletin, please contact your local underwriting 
personnel or Stewart Legal Services.  

For on-line viewing of this and other bulletins, please log onto Hwww.vuwriter.com H.  

THIS BULLETIN IS FURNISHED TO INFORM YOU OF CURRENT 
DEVELOPMENTS. AS A REMINDER, YOU ARE CHARGED WITH KNOWLEDGE 
OF ALL CONTENT ON VIRTUAL UNDERWRITER AS IT EXISTS FROM TIME TO 
TIME AND ANY OTHER INSTRUCTIONS. OUR UNDERWRITING AGREEMENTS 
DO NOT AUTHORIZE OUR ISSUING AGENTS TO ENGAGE IN SETTLEMENTS 
OR CLOSINGS ON BEHALF OF STEWART TITLE GUARANTY COMPANY. THIS 
BULLETIN IS NOT INTENDED TO DIRECT YOUR ESCROW OR SETTLEMENT 
PRACTICES OR TO CHANGE PROVISIONS OF APPLICABLE UNDERWRITING 
AGREEMENTS. CONFIDENTIAL, PROPRIETARY, OR NONPUBLIC PERSONAL 
INFORMATION SHOULD NEVER BE SECURED, SHARED, OR DISSEMINATED 
EXCEPT AS ALLOWED BY LAW. IF APPLICABLE STATE LAW OR 
REGULATION IMPOSES ADDITIONAL REQUIREMENTS, YOU SHOULD 
CONTINUE TO COMPLY WITH THOSE REQUIREMENTS.  
References 
Bulletins Replaced: 
None. 
Related Bulletins: 
None. 
Underwriting Manual: 
None. 
Exceptions Manual: 



None. 
Forms: 
None. 
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