STEWART BRIEF

Understanding
the Basics of
Preliminary
Reports

Stewart Title of California begins the process of preparing a preliminary report
once they receive an order for title services. Our search experts assemble
various public records relating to the property you’re about to purchase and
the transaction parties. After examining the information gathered, an examiner
prepares the preliminary report, which shows:
t Current ownership of that speciﬁc parcel of land
t Any liens and encumbrances the title company
will not cover under the subsequent title policy
What is the point of the preliminary report?
The preliminary report gives the conditions for Stewart Title Company to issue
a particular type of policy. It lists title defects, liens and encumbrances that
would not be covered if the title policy were issued as of the date of the report.
Receiving the preliminary report provides an opportunity to request actions be
taken to remove the objectionable items listed in the report.
If they are not eliminated or released prior to the closing and transfer of title,
they will be listed as exceptions on the ﬁnal policy, meaning they will not be
covered. For example, the seller could be required to pay a contractor who
placed a lien on the property so the lien is removed.
Is a preliminary report just another name for the title policy?
No. The preliminary report provides the statement of terms and conditions
of an offer to issue the actual title policy. The preliminary report offers no
representation of the condition of the property’s title. It does not create a
contract of liability – meaning it provides no protection to the recipient. An
actual title policy must be issued to provide protection and prevent parties
other than the policy recipient from claiming the beneﬁt of owning the property.
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What should you look for in your preliminary report?
You will want to pay particular interest to:
t The extent of ownership rights, which show the ownership
interest by parties other than the seller
t Any restrictions or claims
t Items listed as being excluded from coverage
including liens, restrictions and interest of others
(listed numerically as exceptions)
t Interest of third parties (for example, easements limiting use
of the property granted by a prior owner)
A list of standard exceptions and exclusions of items not covered by your title
policy may be attached to your report; if so, you should review this as well.
Who can help me better understand my preliminary report?
Your title agent, your real estate agent or, should you have one, attorney can
help explain the speciﬁcs of your preliminary report. And, don’t hesitate to ask
any one of them to discuss the report with you.
Does the preliminary report
contain the complete condition of the property’s title?
It does not. The preliminary report merely is an offer to insure upon the
terms and conditions stated therein. It details matters that the title company
excludes from coverage, if they do issue a title policy, for the property at a
later date.

Contact me today
for more information.
Stewart Title of California, Inc.
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