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INTRODUCTION 
Title insurance protects you and your lender if someone challenges your title to your property 
because of title defects that were unknown when you bought the policy. Most lending 
institutions will not loan money to purchase a house or other property unless you buy a 
"mortgagee" title policy. 
 

This policy protects the lender´s investment by paying the mortgage (loan amount) if a title 
defect voids your title. When you buy a house, the title company also issues an owner´s policy, 
unless you reject it in writing. The owner´s title policy protects you against the covered risks 
set out in the policy. 
 

Read your policy carefully. Check the title policy´s legal description of your land against your 
survey and your earnest money contract before the closing. Your title policy tells you how to 
file a claim and describes your coverage, including limitations, exclusions, exceptions, and 
special conditions. 
 (Excerpt from the Texas Department of Insurance website, www.tdi.texas.gov.) 
 

Real estate agents often make erroneous or inaccurate statements concerning title insurance. 
It is wise for agents to know the basics of title insurance in Texas and where to refer their 
customers and clients for more information on this important topic. 

 
The Texas Homestead Protection  

 

Homestead is the principal residence of a family in Texas. The urban homestead is the home 
plus 10 acres. The rural homestead may contain 200 acres for a married couple and 100 acres 
for a single person. The protection is automatic and requires no paperwork to establish. A 
business may be run out of the homestead. The Texas Constitution, Article 16, §50 states: 
(a) The homestead is hereby protected from forced sale, for the payment of all debts except: 

(1)  the purchase money; 
(2)  the taxes due thereon; 
(3)  an owelty of partition; 
(4)  the refinance of a lien against a homestead; 
(5)  work and materials in constructing new improvements; 
(6)  home equity loans; 
(7)  reverse mortgages; and 
(8)  a loan on a mobile home converted to real property.                                                    
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What Does Title Insurance Do? 
It DOES NOT clear title. 
It DOES NOT guarantee title. 
It DOES NOT cover any problems with title. 
It DOES NOT pay for any loss of title. 
 

Title insurance indemnifies (secures against loss) for a covered 
loss of title under the terms and limitations of the title policy. 

 
 

Title Companies and Title Agencies 
 

Title companies actually underwrite and insures the title. 
Title agencies are simply title insurance brokers for the title companies. 

 
What Do TREC Contracts Say About Title Insurance?  
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Back to Paragraph 6 of Our Contract: 
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Note: Texas Real Estate License Act Section 1101.555  
When an offer to purchase real estate in this state is signed, a license holder shall advise each 
buyer, in writing, that the buyer should: 

(1) have the abstract covering the real estate that is the subject of the contract 
examined by an attorney chosen by the buyer; or 
(2) be provided with or obtain a title insurance policy. 
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What Does TRELA and TREC Rules Have to Say? 

Texas Real Estate License Act Section 1101.654(a)(2) 
SUSPENSION OR REVOCATION FOR UNAUTHORIZED PRACTICE OF LAW. 

The commission shall suspend or revoke the license of a license holder who is not a licensed 
attorney in this state and who, for consideration, a reward, or a pecuniary benefit, present or 
anticipated, direct or indirect, or in connection with the person's employment, agency, or 
fiduciary relationship as a license holder advises a person regarding the validity or legal 
sufficiency of an instrument or the validity of title to real property. 
 
Rules of the Texas Real Estate Commission Section 537.11(b)(4) 
USE OF STANDARD CONTRACT FORMS 
A licensee may not give opinions concerning the status or validity of title to real estate. 

Who Picks the Title Insurance Company Used in a Transaction?  

U.S. Code Title 12 – Chapter 27 – Section 2608 of RESPA, provides that “no seller of property 
that will be purchased with the assistance of a federally related mortgage loan shall require 
directly or indirectly, as a condition to selling the property, that title insurance be purchased 
by the buyer from any particular title company.”  

Buyers may sue a seller who violates this provision for an amount equal to 3 times all charges 
made for title insurance. 
 
In plain English this means that the buyer has the right to pick the title co. under two 
conditions: 

1.   The transaction is controlled by RESPA and 
2.   The buyer pays for the title policy. 

Which Transactions are Covered by RESPA? 
U.S. Code Title 12 - Chapter 27 – Section 2602 of RESPA states, 
(1) ``federally related mortgage loan'' includes any loan which is secured by a lien on 
residential property for one to four families; and 

• is made by a lender with deposits insured by the Federal Government,  
• or made by a lender regulated by an agency of the Federal Government,  
• or is made or insured, guaranteed, supplemented, or assisted by the Secretary of HUD 

or any other agency of the Federal Government;  
• or is intended to be sold to the Federal National Mortgage Association, the Government 

National Mortgage Association, or the Federal Home Loan Mortgage Corporation. 
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10 Reasons Buyers Should Pick the Title Company: 
1. RESPA may require it. 
2. The buyer is the covered party. 
3. The buyer’s lender is covered. 
4. The buyer’s heirs are covered. 
5. What if the seller’s choice fails? 
6. What if a claim is denied? 
7. The policy costs the same. 
8. Policies are standardized. 
9. Level of service is acceptable. 
10. It avoids lawsuits! 

 
How Much Does Title Insurance Cost? 
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What Do Sellers Say About Title? 
 
This depends on the type of deed used to convey title. There are four basic types of deeds: 

1. General Warranty 
2. Special Warranty 
3. Deed Without Warranties 
4. Quitclaim 
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