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A policy of insurance that protects the insured 
against loss in the event that the condition of 

title is other than insured.

1. What is Title Insurance?



2. Why get Title Insurance? 

When property is bought or borrowed against, 
the buyer/lender expects the property to be free 
from debts or obligations not created or agreed 
upon by them. Title Insurance is designed to 
protect the buyer/lender from adverse claims 

including coverage for legal expenses to 
investigate, litigate or settle the claim.



3. What is a Preliminary Title Report?

A Preliminary Title Report (“Pre”, “Prelim” or 
“Commitment”) is a report prepared prior to 

issuing a Policy of Title Insurance that shows the 
ownership of a specific parcel of land, together 

with the liens and encumbrances thereon, which 
will be excluded from coverage under any 

subsequent Title Insurance Policy.



4. Why is a Preliminary 
Title Report produced?

A Prelim gives parties to a real estate 
transaction an advanced look at liens, 
title defects and encumbrances that 

affect the parcel of land.



5. When and How is the Prelim produced?

Shortly after escrow is opened or a loan is processed, an order will be 
placed with the title company which will then begin the Preliminary 
Title Report process. This process involves retrieving and reviewing 
recorded matters relative to both the property and the parties to the 
transaction. Examples of recorded matters include property taxes, 
liens, deeds of trust, court judgments, federal and state tax liens 
against the buyer, seller or borrower, easements, restrictions 
(CC&R’s), etc. Any such items are shown as “exceptions to coverage” 
in the Prelim.



6. What should be verified in the Prelim?

Of primary interest is the ownership, taxes and liens (deeds of trust, judgments, 
tax liens). These are some of the most common areas that are likely to hold up a 
real estate transaction and are explained below.

 Ownership: Verify that the owner(s) of record match the sellers on the 
Purchase Agreement.  The owners are the only ones that can transfer or 
encumber the property.

 Taxes: Verify that taxes are current and that there are no prior delinquencies 
outstanding.

 Assessments: Verify that there are no special or other assessments due.

 Liens/Judgments: Once verified that these apply to the property in question 
or the applicable parties, these will need to be cleared (paid) at closing.



Now let’s look at a sample
Preliminary Title Report



Client that opened order 
with title company. 

This is where the 
Prelim will be sent.

Client’s order number
or reference number.

Title company’s 
order number.  

This is the number to 
reference when contacting 

the title company
regarding this order.

Name of the Title Officer 
handling this recording.

Plant date at time of 
preliminary report. 

The plant date is the 
current posting date of 

recorded matters.

Subject property address



Schedule A
This shows the interest, owner of 

record and legal description of 
the property in question.

The kind of interest held: 
 Fee
 Fee and Easement
 Condominium
 Leasehold
 Sublease hold

Who holds title and how title is 
held. This is the current 

owner of record.



Exhibit A
Legal description of the 

property in question. 
This description will be               

included in the documents to 
be recorded in connection 

with your closing.



Schedule B

This is where all the exceptions (taxes, 
assessments, encumbrances, liens, 
judgments, easements, restrictions, 

etc.) that will be excluded from 
coverage are listed.

For example, this shows taxes for the 
current year; if taxes are paid, due or 

delinquent. It also shows the last 
assessed value.

Taxes affecting the property in question 
are shown as lettered items. 

These can include current year status, 
prior year delinquencies, any 

supplemental taxes, any bonds, etc.



Directly following the taxes and assessments 
(if applicable) are the recorded exceptions to 

your title policy (easements, restrictions, 
rights of way, liens, judgments, etc.). These 
are shown as individually numbered items.

Items 1, 2 and 3 are easements either disclosed 
by the recorded map of said land or by a 

recorded document. This item shows in whose 
favor the easement is, as well as its purpose and 

location, if disclosed.

Item 4 is the CC&R’s affecting the property in 
question. This item contains, among other 

things, restrictions on the use and enjoyment
of the property and may contain 

mandatory dues to be paid.

Sometimes CC&R’s are modified; this item 
shows the modifications to the above CC&R’s.



This is a recorded Deed 
of Trust affecting the 
property in question.  
It shows the amount 

of the note, the parties 
involved, the recording 

date and the 
instrument number.

This shows a Mechanics’ 
Lien against the 

property.

This shows a recorded 
federal tax lien potentially 
against current owner(s).  

As described above, if  
judgment is against the 

property in question, or the 
current owner(s), a release 

of lien will need to be 
recorded to remove this 

item from any subsequent 
title insurance policy.

This shows a notice of
pending court action.



These are the requirements that 
the title company needs to issue 

a Policy of Title Insurance.  
These must be completed and 
satisfied at closing in order for 

the Title Policy to be issued.

This signifies the end of 
matters of record.
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Included in every Preliminary 
Title Report if a Statement of 
Information, Certification of 
Trust, and Owners Affidavit.



The Notes Section 
has information 

about funding, wiring, 
demands for payment, etc.



This is the Lenders 
Supplemental Report. It 

shows the type of property, 
the property address and 

conveyances within 
24 months, if any.

It indicates to the lender 
that the title company is in a 

position to issue the 
endorsement(s) requested.

Cypress Title
1200 E. Orangeburg Ave, Suite 101

Modesto, CA 95350



Included in every 
Preliminary Title 
Report is Cypress 
Title Company’s 
Privacy Policy.



A List of Printed 
Exceptions and 

Exclusions (separated 
by policy type) is 

standard for all orders.

Cypress Title
Available Discounts

Cypress Title Company



Notes



Digging Deeper
A. Legal Descriptions

a. Public Land Survey System
i. Range & Township System
ii. Township Grid

b. Metes and Bounds
i. True Point of Beginning
ii. Boundary defined by direction and distance of a course

c. Recorded Subdivision Map
i. Easiest kind of legal description to understand and most

common for most of us.
i. [Lot 2, Block 3, NorCal Subdivision, Stanislaus

County.]
ii. Assessor Parcel not necessarily a Legal Parcel

i. This is a key point!
Thanks to Neil Lefmann and Yvonne Broszus for some of the
exhibits used herein!









NW1/4 of NE1/4 of 
Section 8, T.2N., R.1E. 















Easements
An easement is a legal right that allows the holder of the easement to use
property that he/she does not own or possess for a specific limited purpose.

When someone is granted an easement, the person is granted the legal right to
use the property, but the legal title to the land itself remains with the owner
of the land.

An easement does not allow the easement holder to occupy the land, or to
exclude others from the land, unless they interfere with the easement holder’s
use. The possessor of the land may continue to use the easement and may
exclude everyone except the easement holder from the land.

An easement that benefits adjoining property, such as a driveway, is termed an
"appurtenant easement.”

An easement that does not benefit a particular tract of land, such as a gas
transmission pipeline, is termed an "easement in gross”.





Easements
An easement may be recorded in the public real estate records or other
regulatory agency records; however, an easement may exist without
recordation

The parcel of land that benefits from the easement is the “dominant” tenement or
estate, whereas the “servient” tenement or estate is the parcel of land that
provides the easement.



Easement Types
1. Easement by Necessity: Created by a court order. This is because the
dominant tenement owner has no other way of entering or leaving the
property and must cross over the servient tenement.

2. Easement by Prescription: Created through long-term use, where the
owner knew about the easement, but did not prevent its use, easement
by prescription is created by implication. The length of time of use set by
state law (typically 10-21 years) must have been continual and without
the owner’s approval, but with the owner’s knowledge. (prescriptive
easement)

3. Easement by Condemnation: Created by eminent domain, typically
for the greater good of the public, owners of the servient tenement must
be compensated for providing the easement.

4. Party Easement: Created by written agreement between parties
concerning a common boundary, such as a shared wall, a fence, or a
driveway.



Easements
a.Non-Exclusive Easements

Ingress/egress, access, parking, maintenance
Such as in a retail center

b.Exclusive Easements

Access, parking

c. Potential valuation issues, bombshells

Utility and access easements can impair site utility
Avigation hazard easements can impair site utility
Exclusive parking easements, for example, can impair value



Easements

Easements can essentially make part of a property undevelopable, or 
restrict that land area to some lower economic type of use. 



Easements

This is a case where it seemed like a normal parking garage, but one 
tenant had exclusive parking rights as shown in yellow. 



Easements
Easements are usually reflected in the preliminary report, but title
people are people too, and sometimes they get missed.

Look at your assessor parcel map closely. Look at adjoining parcels.

Look around when out in the field. You might notice a powerline or
ditch or some sort of site improvement that suggests there may be an
easement.

Look at aerial imagery and topographic maps.

The existence of an easement on a piece of property indicates that
the owner has something less than the full bundle of rights. This can
be rather benign, such as in the case of normal public utilities along
the street frontage or rear lot line. Easements can also have significant
impacts on value – if they impair utility or restrict use, or allow others
to enter the property, etc.



At the end of the day, we want to recognize that we appraise property
rights, or interests in property, and not the “property” itself.

Fee simple estate is the most complete form of ownership, but as we know, it
is subject to government powers of:

 Taxation [ad valorum property taxes and direct assessments]
 Eminent domain [acquisitions or “takes” for the greater good]
 Police power [zoning, use restrictions, building codes, environmental

regulations, etc.]
 Escheat [the right of government that gives the state or local government

title to a property when the owner dies without a will or heirs.

As we have learned today, there are many other restrictions that may exist on
a property, some of which can have significant impacts on value.

It is our job to identify and address those rights and limitations, and
determine what, if any, impact there is on value.






