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WHY OLD REPUBLIC TITLE?

When you select a title insurer, you've chosen a company you can rely on as long as you or your heirs own a
property. Old Republic Title's value doesn't just come from being in business for more than a century. It's much
more than that.

At Old Republic Title, you'll find exceptional client service every step of the way. Through each stage of the
process, you'll work with experienced title insurance professionals who strive to provide prompt delivery of our
products and services.

How do we know you'll work with experienced professionals? We keep our standards high. Whether it's state
or regional counsel, title officers, title searchers, underwriters or escrow officers, we recruit individuals with
knowledge and skill in the title insurance and real estate industries—many of whom build long careers with Old
Republic Title.

Our products and services are designed to protect our clients associated with a real estate transaction. Whether
you're a homeowner, title agent, real estate professional, builder or lender, we provide solutions to meet your
needs. We take the mystery out of the complex settlement process by providing advanced technology solutions
that meet high compliance standards.

The value of our services is backed by financial strength that is unsurpassed in the title insurance industry. Since
1992, no other title insurer has had higher overall financial strength ratings than Old Republic Title. By carefully
considering each financial step we take, we make every effort to ensure we'll be here to serve you for many
years to come.



Success on Your Terms

Old Republic Title** and its underwriter Old Republic National Title Insurance Company, herein “Old Republic,’
provide title and escrow products and services for individuals, businesses and governments. Our services are
highly comprehensive and flexible to respond to changing market environments and to ensure your transaction
is settled according to the most current industry standards. We're committed to expediting the timely close of
your real estate transaction by underwriting and managing each transaction with the highest levels of technical
skill, client services and professional integrity.

Certainty Matters

When real estate ownership is transferred, the stakes are high and reputations are on the line. Our products and
services protect our clients from financial loss and hardship related to unknown judgments and liens, forged
transfers, inconsistencies within a property’s title or misapplication of fiduciary funds. This is what makes title
examination and insurance policies - like those provided by Old Republic - invaluable. Old Republic minimizes
the risks of real estate transactions by providing an insured statement about the ownership.

Reputation at Work

Old Republic is a subsidiary of Old Republic International Corporation, a multi-lined insurance corporation,
which is one of America's 50 largest shareholder-owned insurance businesses. The Old Republic Title
Insurance Group* of companies have been issuing title insurance and providing peace of mind to its clients
for over a century. We offer residential and commercial title insurance products as well as a variety of other
title insurance related services through a national network of branch offices, subsidiaries and over 8,300
independent policy-issuing agents.

(*) ORTIG underwriters are: Old Republic National Title Insurance Company and American Guaranty Title
Insurance Company.

(**) Old Republic Title Company, Old Republic Title Insurance Agency, Inc., Old Republic Title of Nevada, Old
Republic Title, Ltd., Old Republic Title & Escrow of Hawaii, Ltd., Old Republic Title of Oregon.



SERVICES WE PROVIDE

Our products and services have been developed to address four important aspects of the real estate transfer
process: information, ownership, asset management and commitment. In each area, we have created the tools
and resources needed to ensure the most risk-free and expedient closing possible.

1. Information Services
The best real estate closings begin with good information.

We own and subscribe to leading industry information services for the most current market information,
including property profiles, farm reports and mortgage records. We have access to secure Internet-based
databases with millions of public real estate records and documents. We can prepare and deliver preliminary
reports and commitments electronically to multiple locations.

We provide real estate professionals with the most current ownership information available through a variety of
sources to assist them in selling property and locating the next opportunity. In addition, we provide a variety of
real estate insurance products to national lenders ranging from full ALTA policies to limited coverage policies.

2. Title Services
Insured ownership is at the heart of every transaction.

We work to remove any recorded encumbrances which are inconsistent with the terms of the transaction. We
offer traditional, fully-insured products like ALTA policies, as well as innovative products and insurance policies
in the refinance, second mortgage and equity markets. We respond quickly to unique circumstances with
flexible and creative approaches to title insurance.

3. Escrow Services
The careful management of assets ensures a smooth transaction.

We coordinate and process the entire real estate and mortgage closing procedure. Our services include:
document gathering, preparation and delivery of the Closing Disclosure when required, loan funds
disbursement, escrow withholding and document recording with the appropriate government authority; all
done in accordance with our clients’ instructions. We serve as a neutral third party working to benefit the
entire transaction and the parties involved. Our escrow personnel are proficient at complying with complicated
escrow instructions.

4, Client Service

At Old Republic Title, we focus on providing optimum client service and deploying technologies that meet

the needs of real estate professionals, consumers and our clients. Our network of Property Information
Departments provides a variety of products, including property profiles and FARMS. In addition, we subscribe
to industry-leading information systems for the most current market data, information and public records and
documents.

To further support the needs of those we serve, we also provide several convenient digital tools. Many of these
tools allow clients to directly open title and/or escrow orders, update property information, calculate closing
costs or search property details via their oldrepublictitle.com account, or through one of our applications.




FINANCIAL RATINGS

Since 1992, no other title insurer has had higher overall financial strength ratings than Old Republic Title.

Company A.M. Best Moody's SSanPnod;r'S Demotech

Old Republic Title A+ A2 A+ A"

Fidelity National

. Not Rated A2 A A-A
Title Insurance
. First American A AD A- A"
Title Insurance Company
Stewart Title A- Not Rated Not Rated A
Guaranty Company

Strength & Stability for Over a Century

04/2021 | © Old Republic Title | Old Republic Title's underwriters are Old Republic National Title Insurance Company and American
Guaranty Title Insurance Company. Rating determinations made by rating agencies are subject to change from time-to-time. While the
Company attempts to show accurate information, it cannot assure the reliability of ratings referred to herein and assumes no obligation
to monitor the ratings of any rating agency, or to immediately incorporate any rating changes applicable to the Company.
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WHAT IS ESCROW?

Making a very large purchase, such as a house, causes buyers, sellers and lenders to seek reassurance about
all the security measures that are in place to protect the funds involved in the closing transaction. Transferring
large sums of money and finalizing the details of your sale needs to be done safely and in compliance with
the latest security and privacy standards. To help minimize risks during real estate transactions, the escrow/
settlement process was developed to protect the buyer, seller and lender.

An escrow account is basically a temporary pass through account held by the escrow holder. The escrow
holder is a neutral third party that holds funds and related documents in a secure manner while the parties
work through the details of the real estate transaction. Escrow ensures the conditions of the real estate
transaction have been met before the property and/or money change hands.
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HOW DOES ESCROW WORK?

The escrow process starts when a party to a real estate transaction (seller, seller’s agent, buyer or buyer’s
agent) opens the escrow after a written sale agreement is reached. Upon opening, the escrow holder
should be provided with the terms of the sale and the information necessary to carry out tasks. The escrow
holder’s duties and the timing of key tasks vary between states.

While your real estate transaction is in escrow, your escrow officer and agent will work with you to make
sure the right steps are taken at the right time. Tasks that the escrow holder may complete include:

= Coordinating communications between all parties in the transaction

= Preparing written escrow instructions

« Requesting a preliminary report or commitment

= Requesting a statement of identity (information) from the buyer or seller as needed

= Ordering demands or beneficiary statements

= Receiving bills from home warranty companies, as well as pest, roof, home and other inspection
companies

«  Preparing or securing the deed or other recordable documents

= Complying with lender’s requirements

= Prorating taxes, interest, insurance and rents

« Receiving purchase funds required for closing

« Coordinating recording of deeds and any other necessary documents

« Closing escrow when all the instructions of the buyer, seller and lender have been carried out

= Disbursing funds as authorized, including charges for title insurance, recording fees, real estate
commissions and loan payoffs

«  Preparing final statements for the parties, which account for the disposition of all funds
deposited in escrow

When all instructions in escrow have been carried out to the satisfaction of each party, the escrow is ready
to be closed. With closing, the title to the property is transferred to the buyer, the sales proceeds are paid
over to the seller, necessary documents are recorded and title insurance is issued. It is important to note
that the escrow holder does not offer legal advice, negotiate the transaction or offer investment advice.




ESCROW PROCESS

For loan applications taken after October 3, 2015, the buyer/consumer must receive the new Closing Disclosure
(CD) at least three business days prior to the date the buyer/consumer is scheduled to sign the loan documents.

ESCROW OPENED
Escrow number issued, contract and deposit received by escrow

Preliminary Report/Commitment prepared and distributed for review

Additional terms and appropriate invoices from companies such as termite companies,
homeowner’s associations, roofers, inspection companies, home warranty companies, etc.
forwarded to the Escrow Officer

CLOSING DISCLOSURE SENT BY THE LENDER OR ESCROW OFFICER TO THE BUYER FOR REVIEW

Seller Closing Disclosure sent to the seller by the Escrow Officer
Estimated Settlement Statement sent to the respective buyer's and seller’s agents

Escrow receives loan documents and lender instructions for scheduling the signing

SIGNING DATE IS SCHEDULED
Buyer and seller to bring valid ID to the signing appointment.
Buyer to bring funds to close.

Signed documents are returned to the lender and funds are requested to close

Funds are received from the lender and documents sent to the County Recorder for recording

Confirmation of recording received, funds are disbursed, final settlement statement is prepared
and final Closing Disclosure is sent to the buyer by the lender or Escrow Officer

CONGRATULATIONS!
Escrow is now closed. Keys are typically delivered by the agents or the seller
to the new homeowner, and the Owner's Title Policy is delivered by mail.
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‘KNOW BEFORE YOU OWE' MORTGAGE DISCLOSURE TERMS

Closing Disclosure - The five-page Closing Disclosure, also referred to as CD, must be provided to the
consumer three business days before they sign their loan documents. The Closing Disclosure details all of the
costs associated with their mortgage transaction.

Consummation - Consummation is not the same thing as closing or settlement. Consummation occurs when the
consumer becomes legally obligated to the creditor on the loan, not, for example, when the consumer becomes
contractually obligated to a seller on a real estate transaction.

Loan Estimate - A three-page Loan Estimate (LE) must be provided to the consumer no later than three
business days after they submit a loan application for most mortgages. The Loan Estimate provides information
about key features, costs and risks of the mortgage loan for which the consumer is applying.

Redisclosure - For covered transactions under the TILA-RESPA Integrated Disclosure (TRID) Rule and
under very specific circumstances, the Loan Estimate and/or the Closing Disclosure may be revised and
delivered to the consumer.

Three-Day Review Period - For transactions covered under the TRID Rule, the creditor is generally
required to ensure that the consumer (borrower) receives the Closing Disclosure no later than three business
days prior to the consummation of the loan.



TOP 10 THINGS CONSUMERS SHOULD KNOW ABOUT THE CLOSING PROCESS

1. Time is of the Essence

« To avoid delays or a postponement of your closing, be sure to respond to lender and escrow officer requests
immediately.

« Work closely with your lender, real estate agent and escrow officer to avoid delays.

2. You Have a Choice

= When it comes to service providers associated with your closing, you have a choice. This includes the
company that will close your transaction and most inspectors, just to name a few. In certain areas, the seller
will pay for some closing costs and thus will be entitled to select the vendor(s).

« Talk to your lender, real estate agent and escrow officer to obtain additional information about the various
service providers and fees.

3. Protecting your Information - Secured Emails

« As an additional security measure to protect your non-public personal information, you may receive secured
emails from your lender and escrow officer.

» You will need to follow the instructions for retrieving that information (which will likely require you to create
an account) and make sure that you return any information through the secured email system.

4. Loan Estimate (LE)

« The Loan Estimate (LE) will be sent to you within three days of your loan application. You may receive
multiple copies of the LE if there are any changes in circumstance(s).

« The terms provided on the LE will also appear on the Closing Disclosure (CD). Lenders are required to
explain any changes in fees on the CD.



5. Preparing for Closing

« Approximately 10 - 14 days before you are scheduled to sign your documents, you should be prepared to
communicate with your lender, real estate agent and escrow officer. It will be important for you to provide
your hazard insurance information.

- NOTE: Wiring instructions will be subject to strict verifications to prevent fraud. Discuss this with your
closing professionals well in advance.

6. Closing Disclosure (CD)

« A closing statement called the Closing Disclosure (CD) will be used for most loan applications processed
after October 3, 2015. The CD will be sent directly to you (buyer/consumer) and not your real estate agent.

» The CD is designed to make it easy for you to understand the terms of your loan.

7. Three-Day Review Period

« The Closing Disclosure (CD) must be delivered to the buyer/consumer at least three business days prior to
signing the documents.

« If the CD is delivered via email, it is important to acknowledge receipt to avoid additional delays.
» The CD may also be mailed seven days in advance and does not require proof of receipt.

« This time allows you to share it with your agent, attorney and/or financial advisor, and ask questions or get
clarification from your lender about the terms and conditions of your loan.

8. Lender’s Title Insurance Policy
« Lenders typically require their borrowers to purchase a Lender’s Title Insurance Policy for the purchase loan(s).
« The fees are usually based on the amount of the loan(s).

» A lender’s policy protects only the lender’s interests should a problem with the title arise.
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9. Owner’s Title Insurance Policy

« Research the value and importance of an Owner’s Title Insurance Policy early on in the process of obtaining
a loan and closing on the purchase of your home.

« Homebuyers often assume that the Lender’s Title Insurance Policy protects them from challenges to their
ownership rights in the property being acquired. This is not the case. Instead, the homebuyer’s interests are
protected by an Owner's Title Insurance Policy. This insurance coverage typically protects against adverse
matters such as ownership challenges, errors and omissions in deeds, forgery and undisclosed heirs, among
other things. It also provides coverage for the attorney’s fees that arise where legal challenges to your
property’s ownership occur. Its cost is typically based on the home’s total purchase price, and is a one-time
fee paid at closing.

. Ask Questions

« This is one of the most important purchases of your life. Do not be afraid to ask questions of your lender, real
estate agent and escrow officer.

Consumers are given more time to consider
their options because the closing disclosure (CD) form
is now provided three days before signing documents.




AVOID ESCROW PITFALLS
Will any of these situations affect your transaction?
Are your principals exchanging this property?
Will your principals be using a power of attorney?
Are any of the parties on title deceased?
Has there been a change of marital status?
Do any of the parties signing NOT have a photo ID or driver's license?
Will there be a new entity formed (e.g. partnership or corporation)?
Have any of the principals recently filed for bankruptcy?

Are the sellers of this property not residents of the State of Hawaii?
Are any of the principals minors?

If you answered “yes"” to any of these questions, please contact your Escrow Officer.




BEWARE OF WIRE FRAUD

According to the Federal Bureau of Investigation (FBI), U.S. victims of email account compromise reported
losses of $13.3 billion between 2016 and 2020.

The FBI's Internet Crime Complaint Center (IC3) receives, on average, 2,000 complaints a day (FBI, 2020).

Cybercriminals are sending fraudulent wiring instructions to real estate agents, title companies and clients,
so it's important to remain vigilant.

How to Protect Yourself

« Be wary of free, web-based email accounts; they are easily hacked.

« Slow down and read every email carefully - even those that appear to come from a trusted source.

« Do not click on suspicious links or attachments.

= Always verify changes in payment instructions and confirm requests for transfer of funds.

« Carefully evaluate any requests for secrecy or pressure to take action quickly.

« Call, don't email. Confirm all wiring instructions by phone before transferring funds. Use the phone number
from the title company’s website or a business card.

« Be suspicious. It's not common for title companies to change wiring instructions and payment information.

« Confirm it all. Ask your bank to confirm not just the account numbers but also the name on the account
before sending a wire.

«  Verify immediately. You should call the title company or real estate agent to confirm receipt of funds. If you
wired funds into the wrong account, reporting it to authorities within 24 hours gives you the best chance of
recovering the money.

« Forward, don't reply. When responding to an email, hit forward instead of reply and then start typing in
the person’s email address. Criminals use email addresses that are very similar to legitimate business
email addresses. By manually entering a good email address, you make it easier to connect with a real
professional instead of a fraudster posing as one.

If you think you might be a victim:

1. Using a previously known phone number, call the supposed sender of the email to authenticate the change
request — NEVER call the number in this email.

2. If you suspect fraud, immediately notify the financial institutions and escrow agent involved in the
transaction.

3. Contact your local law enforcement authorities, and file a complaint with the FBI's Internet Crime Complaint
Center.
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Preliminary Report
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PRELIMINARY REPORTS — SOME BASICS

After months of searching, you've finally found it: your perfect dream home. But is it perfect? Will you be
purchasing more than just a beautiful home? Will you also be acquiring liens placed on the property by prior
owners? Have documents been recorded that will restrict your use of the property?

The preliminary report will provide you with the opportunity, prior to purchase, to review matters affecting your
property which will be excluded from coverage under your title insurance policy unless removed or eliminated
before your purchase.

What is a preliminary report?

A preliminary report 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 not be covered under a
subsequent title insurance policy.

What role does a preliminary report play in the real estate process?

A preliminary report contains the conditions under which the title company will issue a particular type of title
insurance policy.

The preliminary report lists, in advance of purchase, title defects, liens and encumbrances which would be
excluded from coverage if the requested title insurance policy were to be issued as of the date of the preliminary
report. The report may then be reviewed and discussed by the parties to a real estate transaction and their
agents.

Thus, a preliminary report provides the opportunity to seek the removal of items referenced in the report which
are objectionable to the buyer prior to purchase.

When and how is the preliminary report produced?

Shortly after escrow is opened, an order will be placed with the title company which will then begin the process
involved in producing the report.

This process calls for the assembly and review of certain recorded matters relative to both the property and the
parties to the transaction. Examples of recorded matters include a deed of trust recorded against the property or
a lien recorded against the buyer or seller for an unpaid court award or unpaid taxes.

These recorded matters are listed numerically as “exceptions” in the preliminary report. They will remain
exceptions from title insurance coverage unless eliminated or released prior to the transfer of title.
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What should I look for when reading my preliminary report?

You will be interested, primarily, in the extent of your ownership rights. This means you will want to review the
ownership interest in the property you will be buying and the description of the property, as well as any claims,
restrictions or interests of other people involving the property.

The report will note in a statement of vesting the degree, quantity, nature and extent of the owner’s interest in
the real property. The most common form of interest is “fee simple” or “fee” which is the highest type of interest
an owner can have in land.

Liens, restrictions and interests of others which are being excluded from coverage will be listed numerically as
“exceptions” in the preliminary report. These may be claims by creditors who have liens or liens for payment

of taxes or assessments. There may also be recorded restrictions which have been placed in a prior deed or
contained in what are termed "CC&Rs (covenants, conditions and restrictions).” Finally, interests of third parties
are not uncommon and may include easements given by a prior owner which limit your use of the property.
When you buy property, you may not wish to have these claims or restrictions on your property. Instead, you
may want to clear the unwanted items prior to purchase.

In addition to the limitations noted above, a printed list of standard exceptions and exclusions listing items not
covered by your title insurance policy may be attached as an exhibit item to your report. Unlike the numbered
exclusions, which are specific to the property you are buying, these are standard exceptions and exclusions
appearing in title insurance policies. The review of this section is important, as it sets forth matters which will
not be covered under your title insurance policy, but which you may wish to investigate, such as governmental
laws or regulations governing building and zoning.

Will the preliminary report disclose the complete condition of the title to a property?

No. It is important to note that the preliminary report is not a written representation as to the condition of title
and may not list all liens, defects and encumbrances affecting title to the land, but merely report the current
ownership and matters that the title company will exclude from coverage if a title insurance policy should later
be issued.
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Is a preliminary report the same thing as title insurance?

Definitely not. A preliminary report is an offer to insure; it is not a report of a complete history of recorded
documents relating to the property. A preliminary report is a statement of terms and conditions of the offer to
issue a title insurance policy, not a representation as to the condition of title.

These distinctions are important for the following reasons: first, no contract or liability exists until the title
insurance policy is issued; second, the title insurance policy is issued to a particular insured person and others
cannot claim the benefit of the policy.

Can | be protected against title risks prior to the close of the real estate transaction?

Yes, you can. Title companies can protect your interest through the issuance of “binders” and “commitments.’
A binder is an agreement to issue insurance giving temporary coverage until such time as a formal policy is
issued. A commitment is a title insurer’s contractual obligation to insure title to real property once its stated

requirements have been met.

Discuss with your title insurer the best means to protect your interests.
How do | go about clearing unwanted liens and encumbrances?
You will wish to carefully review the preliminary report. Should the title to the property be clouded, you and your

agents will work with the seller and the seller’s agents to clear the unwanted liens and encumbrances prior to
taking title.
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Title Insurance
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WHAT IS TITLE INSURANCE AND HOW DOES IT WORK?

To put it simply, title insurance is a way to protect yourself from financial loss and related legal expenses in the
event there is a defect in title to your property that is covered by the policy. Title insurance differs from other
types of insurance in that it focuses on risk prevention, rather than risk assumption. With title insurance, title
examiners review the history of your property and seek to eliminate title issues before the purchase occurs.
Title insurance also differs in that it comes with no monthly payment. It's just a one-time premium paid at
closing.

Do | need title insurance?

Absolutely. Title insurance is a way to protect what is likely your largest investment — your home. An Owner's
Policy provides peace of mind that your title company will stand behind you if a covered title issue or defect
arises after you have bought your home.

What does title insurance cover?

Any number of title issues may arise, even after the most meticulous search of public records. These hidden
defects are dangerous because you might not learn about them for months, or even years, after purchase.
Some common examples of risks covered by your Owner’s Policy include defects in title caused by:

« Improper execution of documents

« Mistakes in recording or indexing legal documents

» Forgeries and fraud

« Undisclosed or missing heirs

» Unpaid taxes and assessments

« Unpaid judgments and liens

« Unreleased mortgages

» Mental incompetence of grantors on the deed

» Impersonation of the true owners of the land by fraudulent persons

« Refusal of a potential purchaser to accept title based on the condition of the title

17



How much does title insurance cost?
The one-time premium that you'll pay for a title insurance policy varies by state, but generally is related to the

value of your property. You can use our Rate Calculator to estimate how much your title insurance policy may
cost.

What is owner’s title insurance?

An Owner’s Policy of Title Insurance is designed to protect you from covered title defects that existed prior to
the issue date of your policy. If a valid claim is filed, your Owner's Policy, subject to its terms and conditions,
will cover financial loss up to the face amount of your policy. There are 2 types of title insurance policies: the
Owner's Standard Policy and Homeowner's Policy. See page 22 for more details.

What is lender’s title insurance?

A Lender's Policy of Title Insurance provides no coverage to the homeowner. A Lender's Policy ensures that
your lender has a valid, enforceable lien on your property. Most lenders require borrowers to purchase this type
of insurance policy to protect their investment.




29 COVERED RISKS FOR
THE HOMEOWNER'’S POLICY

1. Someone else owns an interest in your title.

2. Someone else has rights affecting your title because of
leases, contracts, or options.

3. Someone else claims to have rights affecting your title
because of forgery or impersonation.

Someone else has an easement on the land.
Someone else has a right to limit your use of the land.
Your title is defective. Some of the defects are:

someone else’s failure to have authorized a transfer
or conveyance of your title.

« someone else’s failure to create a valid document by
electronic means.

a document upon which your title is based is
invalid because it was not properly signed, sealed,
acknowledged, delivered or recorded.

a document upon which your title is based was
signed using a falsified, expired, or otherwise invalid
power of attorney.

« adocument upon which your title is based was not
properly filed, recorded, or indexed in the public
records.

« adefective judicial or administrative proceeding.

7. Any of Covered Risks 1through 6 occurring after the
policy date.

8. Someone else has a lien on your title, including a:

« lien of real estate taxes or assessments imposed on
your title by a government authority that are due or
payable, but unpaid;

= mortgage;
judgment, state or federal tax lien;

charge by a homeowner’s or condominium
association; or

« lien, occurring before or after the policy date, for
labor and material furnished before the policy date.

9. Someone else has an encumbrance on your title.

10. Someone else claims to have rights affecting your title
because of fraud, duress, incompetency or incapacity.

1. You do not have actual vehicular and pedestrian access
to and from the land, based upon a legal right.
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12,

13.

14,

15.

16.

17.

18.

You are forced to correct or remove an existing violation
of any covenant, condition or restriction affecting the
land, even if the covenant, condition or restriction is
excepted in Schedule B. However, you are not covered
for any violation that relates to:

« any obligation to perform maintenance or repair on
the land; or

= environmental protection of any kind, including
hazardous or toxic conditions or substances

unless there is a notice recorded in the public records,
describing any part of the land, claiming a violation
exists. Our liability for this covered risk is limited to the
extent of the violation state in the notice.

Your title is lost or taken because of a violation of any
covenant, condition or restriction, which occurred
before you acquired your title, even if the covenant,
condition or restriction is excepted in Schedule B.

Because of an existing violation of a subdivision law or
regulation affecting the land:

« you are unable to obtain a building permit;
« you are required to correct or remove the violation; or

« someone else has a legal right to, and does, refuse
to perform a contract to purchase the land, lease it
or make a mortgage loan on it.

The amount of your insurance for this covered risk is
subject to your deductible amount and our maximum
dollar limit of liability showing in Schedule A.

You are forced to remove or remedy your existing
structures, or any part of them — other than boundary
walls or fences — because any portion was built without
obtaining a building permit from the proper government
office. The amount of your insurance for this covered
risk is subject to your deductible amount and our
maximum dollar limit of liability shown in Schedule A.

You are forced to remove or remedy your existing
structures, or any part of them, because they violate

an existing zoning law or zoning regulation. If you

are required to remedy any portion of your existing
structures, the amount of your insurance for this
covered risk is subject to your deductible amount and
our maximum dollar limit of liability shown in Schedule A.

You cannot use the land because use as a single-family
residence violates an existing zoning law or zoning
regulation.

You are forced to remove your existing structures
because they encroach onto your neighbor’s land. If the
encroaching structures are boundary walls or fences,
the amount of your insurance for this covered risk is
subject to your deductible amount and our maximum
dollar limit of liability shown in Schedule A.
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19. Someone else has a legal right to, and does, refuse
to perform a contract to purchase the land, lease it or
make a mortgage loan on it because your neighbor'’s
existing structures encroach onto the land.

20. You are forced to remove your existing structures which
encroach onto an easement or over a building set-back
line, even if the easement or building set-back line is
excepted in Schedule B.

21. Your existing structures are damaged because of the
exercise of a right to maintain or use any easement
affecting the land, even if the easement is excepted in
Schedule B.

22. Your existing improvements (or a replacement or
modification made to them after the policy date),
including lawns, shrubbery or trees, are damaged
because of the future exercise of a right to use the
surface of the land for the extraction or development of
minerals, water or any other substance, even if those
rights are excepted or reserved from the description of
the land or excepted in Schedule B.

23. Someone else tries to enforce a discriminatory
covenant, condition or restriction that they claim affects
your title which is based upon race, color, religion, sex,
handicap, familial status, or national origin.

24. A taxing authority assesses supplemental real estate
taxes not previously assessed against the land for any
period before the policy date because of construction
or a change of ownership or use that occurred before
the policy date.

25. Your neighbor builds any structures after the policy
date — other than boundary walls or fences — which
encroach onto the land.

26. Your title is unmarketable, which allows someone else
to refuse to perform a contract to purchase the land,
lease it or make a mortgage loan on it.

27. Someone else owns an interest in your title because
a court order invalidates a prior transfer of the title
under federal bankruptcy, state insolvency, or similar
creditors’ rights laws.

28. The residence with the address shown in Schedule A is
not located on the land at the policy date.

29. The map, if any, attached to this policy does not show
the correct location of the land according to the public
records.
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COMPARISON OF TITLE COVERAGE

OWNER'’S HOMEOWNER'S
POLICY POLICY
(STANDARD) (ENHANCED)
Someone else owns a record interest
) ) v v
in your title
A document is not properly signed,
) v v

acknowledged or delivered
Forgery, fraud, duress, incompetency, v v
incapacity or impersonation
Defective recording of a document v v
Unmarketability of title v v
Lack of a right of access to and from

v v
the land
Mechanic's lien protection x v
Forced removal of the residential

x v
structure — encroachments
Liens by the homeowner's association x v
Others have rights arising out of x v
leases, contracts or options
Post-policy encroachment x v
Post-policy forgery x v
Building permit violations — forced < v
removal
Subdivision law violations x v
Zoning violations — forced removal x v
Restrictive covenant violations x v
Enhanced access coverage x v
Locations of the land on a map x v
Exercise of mineral rights x v
Living trust coverage x v
Automatic policy amount increase x v

22




FREQUENTLY ASKED QUESTIONS ABOUT TITLE INSURANCE

Q. What does title insurance insure?

A. Title insurance offers protection against claims resulting from various defects (as set out in the policy) which
may exist in the title to a specific parcel of real property effective on the issue date of the policy. For example,

a person might claim to have a deed or lease giving them ownership or the right to possess your property.
Another person could claim to hold an easement giving them a right of access across your land. Yet another
person may claim that they have a lien on your property securing the repayment of a debt. That property may be
an empty lot or it may hold a 50-story office tower. Title companies work with all types of real property.

Q. How much can | expect to pay for title insurance?

A. This point is often misunderstood. Although the title company or escrow office usually serves as a meeting
ground for closing the sale, only a small percentage of total closing fees are actually for title insurance
protection. Your title insurance premium may actually amount to less than 1% of the purchase price of your
home and less than 10% of your total closing costs. The title policy is good for as long as you and your heirs own
the property with the payment of only one premium.

Q. Why are separate owner’s and lender’s title insurance policies issued?

A. Both you and your lender will want the security offered by title insurance. As the owner, you will want
assurances that the home is yours and that you are protected against certain title defects. Your lender will likely
want title insurance in order to protect its loan security interest, and may even be required to have a lender’s
policy in place in order to sell the loan to secondary market investors.
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Q. What are my chances of ever using my title policy?
A. In essence, by acquiring your policy, you derive the important knowledge that recorded matters have been
searched and examined so that title insurance covering your property can be issued.

When a title company provides a legal defense against claims covered by your title insurance policy, the savings
to you for that legal defense alone will greatly exceed the one-time premium.

Because title insurance companies are risk eliminators, the probability of exercising your right to make a claim
is very low. However, claims against your property may not be valid, making the continuous protection of the
policy all the more important.

Q. What if | am buying property from someone | know?

A. You may not know the owner as well as you think you do. People undergo changes in their personal

lives that may affect title to their property. People get divorced, change their wills and engage in transactions
that limit the use of the property and have liens and judgments placed against them personally for various
reasons.

There may also be matters affecting the property that are not obvious or known, even by the existing owner,
which a title search and examination seeks to uncover as part of the process leading up to the issuance of the
title policy.

Just as you wouldn't make an investment based on a phone call, you shouldn't buy real property without
assurances as to your title. Title insurance provides these assurances.

The process of risk identification and elimination performed by the title companies, prior to the issuance of a
title policy, benefits all parties in the property transaction.

Title insurance minimizes the chances that adverse claims might be raised, and by doing so reduces the number
of claims that need to be defended or satisfied. This process keeps costs and expenses down for the title
company and maintains the traditional low cost of title insurance.

Reprinted with permission from the California Land Title Association (CLTA).




COMMON WAYS TO HOLD TITLE IN HAWAII

TENANT IN
SEVERALTY

TENANCY IN
COMMON

JOINT
TENANCY

TENANTS BY THE
ENTIRETY

Property held by one

Property held by 2 or

Property held by 2
or more individuals

Property held by

Definition person, severed from all more persons, with no (not corporations, spouses, with rights
others. right of survivorship. partnerships, etc.) with of survivorship.
right of survivorship.
Express intention plus Express intention,
] Anv transfer to one By express act; also by 4 unities of time, title, only spouses.
Creation eyson failure to express the interest and possession Divorce automatically
P ' tenancy. (with statutory results in tenants in
exception). common.
Possession Total Equal right of Equal right of Equal right of
' possession. possession. possession.
Each co-owner has a One title to the whole
separate legal title to property since each
Title One title to one entit his undivided interest, tenant is theoretically One title in the
¥ will be equal interests deemed owner of whole; marital unit.
unless expressly made must be equal undivided
unequal. interests.
Each co-owner's
interest may be Conveyance of one co-
No restrictions (check conveved separatel owner's interest breaks Cannot convey
Conveyance for release of marital vey .p y his tenancy; purchaser without consent of
rights, if any) by its owner; purchaser becomes tenant in spouse
! ' becomes tenant in '
common.
common.
No probate and can't
Decedent'’s fractional be disposed of by will;
interest subject to property automatically
Entire property subiect probate and included in belongs to surviving
to rok?atepangincldded gross estate for federal co-tenants (last one Right of survivorship
Effect of Death in gross estate for and state death taxes. holds in severalty). S0 no probate. Same

federal and state death
taxes.

The property passes

by will to devisees

or heirs, who take as
tenants in common. No
survivorship rights.

Entire property included
in decedent'’s gross
estate for federal estate
tax purposes minus %
attributable to survivor's
contribution.

death taxes as joint
tenancy.

Creditor’s Rights

Subject to creditor
claims.

Co-owner'’s fractional
interest may be sold to
satisfy his creditor who
then becomes tenant in
common.

Joint tenant’s interest
also subject to execution
sale. Joint tenancy is
broken and purchaser
becomes tenant in
common. Creditor gets
nothing if debtor dies
before sale.

Only a creditor of
both spouses can
execute on property.

Presumed
By Law

None.

Favored in doubtful
cases; presumed to be
equal interests.
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Closing Costs

USUAL AND CUSTOMARY HOME BUYER'S CLOSING COSTS
IN THE STATE OF HAWAII

When purchasing a home using a mortgage, you can expect to incur closing costs. A breakdown of the closing
costs will be provided during the escrow process and the funds will be due at the close of escrow.

The following are some of the closing costs you can expect to pay:
Title insurance premium
Escrow fees
Notary fees
Recording fees
New loan charges
Inspection fee (if applicable)
Prorated property taxes
Homeowner's Association Transfer Fee (when applicable)
Homeowner's Insurance Premium (Hazard & Hurricane)

26



BUYER VS. SELLER COSTS

Standard Allocation of Closing Fees

BUYER COST

SELLER COST

40% of the premium for standard coverage title
insurance and any additional cost relating to the
issuance of extended coverage policy

60% of the premium for standard coverage title
insurance

50% of Escrow Fee

50% of Escrow Fee

Lender’s Policy

Cost of drafting conveyance documents and bill
of sale

Cost of obtaining Buyer’s consent

Cost of obtaining Seller’s consent

Buyer’s notary fees

Seller's notary fees

Cost of drafting mortgage or agreement of sale

Cost of required staking or survey

All recording fees except documents relating to
clear Seller’s title

Recording fees to clear Seller’s title

Condominium and association ownership
transfer fee

Cost of required condominium and association
documents

FHA or VA discount points and any mortgage
fees

Visit oldrepublictitle.com/hawaii and
use our Online Netsheets tool to calculate
your estimated fees.

FHA or VA mandatory closing fees

Cost of required termite inspection report

Conveyance Tax

FIRPTA (Federal Withholding Tax)

HARPTA (State Withholding Tax)




REAL PROPERTY TAX RATES
Rates listed are per $1,000 of net taxable assessed valuation for the fiscal year July 1, 2021 through June 30, 2022.

HONOLULU County

MAUI County

New Tiered-Rated System:
TIERT  Up to $800,000

PROPERTY CLASS I;-SI)EADBIII\_I% ;:Eg g ﬁ/lsc?r%?ﬁ;r:o;i,]éso%?é%(())o
PER/$1,000 PROPERTY CLASS
RESIDENTIAL $3.50 OWNER OCCUPIED Tier 1: $2.41 | Tier 2: $2.51 | Tier 3: $2.71
HOTEL AND RESORT $13.90 NON-OWNER OCCUPIED Tier 1: $5.45 | Tier 2: $6.05 | Tier 3: $8.00
COMMERCIAL $12.40 APARTMENT $5.55
INDUSTRIAL $12.40 COMMERCIAL $6.29 (For all 3 Tiers)
AGRICULTURAL $5.70 INDUSTRIAL $7.20
PRESERVATION $5.70 AGRICULTURAL $5.94
PUBLIC SERVICE $0.00 CONSERVATION $6.43
VACANT AGRICULTURAL $8.50 HOTEL & RESORT $11.75
RESIDENTIAL A: TIER 1 - 1st $1M value $4.50 TIMESHARE $14.60
RESIDENTIAL A: TIER 2 - In Excess of $1M $10.50 SHORT-TERM RENTAL Tier 1: $11.11 | Tier 2: $11.15 | Tier 3: $11.20
BED AND BREAKFAST HOME $6.50 COMMERCIALIZED RESIDENTIAL $4.40
KAUAI County HAWAII County
PROPERTY CLASS BUILDING PROPERTY CLASS PERSLO00 NET
PER/$1,000
HOMESTEAD $3.05 AFFORDABLE RENTAL HOUSING $6.15
RESIDENTIAL $6.05 RESIDENTIAL
RESIDENTIAL INVESTOR $9.40 *PORTION VALUED LESS THAN $2 MILLION $11.10
VACATION RENTAL $9.85 *PORTION VALUED AT $2 MILLION AND MORE $13.60
HOTEL & RESORT $10.85 APARTMENT $11.70
COMMERCIAL $8.10 COMMERCIAL $10.70
COMMERCIALIZED HOME USE $5.05 INDUSTRIAL $10.70
INDUSTRIAL $8.10 AGRICULTURAL & NATIVE FOREST $9.35
AGRICULTURAL $6.75 CONSERVATION $11.55
CONSERVATION $6.75 HOTEL & RESORT $11.55
HOMEOWNER $6.15
HONOLULU - MAUI HONOLULU - MAUI
KAUAI - HAWAII counties HONOLULU - KAUAI counTies MAUI - HAWAII counTiEes KAUAI - HAWAII counTies
FIRST HALF DEADLINE FOR DEADLINE FOR SECOND HALF
VEARTAX. CLAMSAND. CLAMS AND. VEARTAX.
20 PAYMENTS 30 OWNERSHIP 31 OWNERSHIP 20 PAYMENTS
DUE. DOCUMENTS. DOCUMENTS. DUE.

For more information, please visit your county’s website.
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CONVEYANCE TAX RATES

If Purchase price is:

Less than $600,000

$600,000 or more but less than $1,000,000
$1,000,000 or more but less than $2,000,000
$2,000,000 or more but less than $4,000,000
$4,000,000 or more but less than $6,000,000
$6,000,000 but less than $10,000,000

$10,000,000 or more

-_5 - :

Rate if Purchaser IS eligible
for homeowner's exemption:

$.10 per $100 of Purchase Price
$.20 per $100 of Purchase Price
$.30 per $100 of Purchase Price
$.50 per $100 of Purchase Price
$.70 per $100 of Purchase Price
$.90 per $100 of Purchase Price

$1.00 of Purchase Price

. ™

Rate if Purchaser IS NOT eligible

for homeowner's exemption:

$.15 per $100 of Purchase Price

$.25 per $100 of Purchase Price
$.40 per $100 of Purchase Price
$.60 per $100 of Purchase Price
$.85 per $100 of Purchase Price
$110 per $100 of Purchase Price

$1.25 per $100 of Purchase Price




HARPTA

The Hawaii Real Property Tax Act (HARPTA) of 1990 says that a sale of Hawaii Real Estate by a Non-Hawaii
resident is subject to a Hawaii State Tax. The tax liability belongs to the seller, and 7.25% of the total sales price
will be withheld and submitted to the State of Hawaii Department of Taxation.

There are some exemptions from this withholding:
« Hawaii Resident (Must fill out form N-289, which is provided to seller in opening instructions)
« Foreign corporations and partnerships which are registered to do business in the state of Hawaii
(Must fill out form N-289, which is provided to seller in opening instructions)
«  Property used as principal residence for year prior to the sale and sales price does not exceed $300,000

FIRPTA

Under the Foreign Investment in Real Property Tax Act (FIRPTA) of 1980, if a foreign person sells U.S. real
property, the buyer is obligated to withhold 10% of the gross sales price and remit this to the Internal Revenue
Service (IRS). However, pursuant to the Protecting Americans from Tax Hikes Act of 2015, which became law on
December 18, 2015 (the “PATH Act"), the required 10% withholding will increase to 15% for all closings occurring
on or after February 17, 2016, except those wherein the sales price is greater than $300,000 and does not exceed
$1 million and the buyer acquires the property for use as a personal residence. Under the circumstance, a
reduced withholding of 10% will apply.

Sales Price $300,000 or less and the buyer acquires as personal residence No Withholding

Sales Price more than $300,000 but not more than $1,000,000 and the buyer acquires as

o .
personal residence 10% Withholding

All transactions; any Sales Price and the buyer NOT acquiring as personal residence 15% Withholding

In short, if a foreign person is selling a U.S. real property interest, the

following parameters apply UNLESS THERE IS AN EXCEPTION FROM

WITHHOLDING. For more information on these taxes,
please call the appropriate departments
or visit their website.

No withholding is required under the following circumstances:

HARPTA — State of Hawaii Department

« Buyer acquires for use as a personal residence and sales price not of Taxation:
more than $300,000. ORIUB ST P
; . . Maui: 808.984.8500
« Seller provides Non-Foreign Affidavit Kauai: 808.274.3456
« Seller provides a Withholding Certificate from the Internal Revenue Big Island-Hilo: 808.974.6321
Service (IRS), which excuses the withholding or visit hawaii.gov/tax

« The amount realized by the seller is zero
« The property is acquired by the United States or a political
subdivision thereof

FIRPTA - Internal Revenue Service
irs.gov and search for FIRPTA
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Old Republic Exchange

.:l' Ly

WHAT IS A 1031 EXCHANGE?

The Internal Revenue Code (IRC) provides that a taxpayer may sell real property and defer payment of capital
gains tax, if that taxpayer uses the proceeds to acquire a like-kind replacement property.

IRC §1031 provides that neither gain nor loss is recognized if property held for investment or productive use in
trade of business is exchanged for property held for investment or productive use in a trade or business.

Why Exchange?
Capital gains tax is significant;
Reinvestment into replacement property allows taxpayers to leverage dollars that would otherwise be spent
on taxes;
Allows for non-income producing property to be replaced with income-producing property; and
Allows taxpayer to diversify portfolio and minimize risk.

What We Do
Act as a Qualified Intermediary (Ql), as required by the Treasury Regulations;
Prepare all documents required for the exchange;
Consult with your tax advisor;
Execute closing documents;
Hold the exchange proceeds to avoid constructive receipt of funds; and
Coordinate with the closing agents, real estate professional, and tax and legal advisors.

Always consult with your tax advisors. Their advice is essential to a successful tax-deferred exchange. Your tax

professional will establish values, allocate sales and purchase price, and recommend the appropriate structure
for your transaction. Old Republic Exchange does not provide tax or legal advice.
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SEVEN GREAT REASONS TO EXCHANGE

While avoiding those steep capital gains taxes are, for most, the primary consideration for engaging in a 1031
tax deferred exchange, there are many other significant advantages to a tax deferred exchange:

Replace non-income producing property with income producing property;

Diversify property interests for estate planning purposes;

Replace time-consuming management properties with more easily managed properties;

Exchange into property that can accommodate the taxpayer’s trade or business (e.g. taxpayer who owns
apartment complex can trade into manufacturing plant);

Exchange fully depreciated property to obtain the benefit of a new depreciation schedule;

6. Relocation of taxpayer's business;

7. Relocation of investment property to accomplish ease of management.

Awns

o

Turn to the Experts

Old Republic Exchange is a qualified intermediary that has facilitated over 100,000 exchanges. Old Republic
Exchange is part of the Old Republic Title Insurance Group, which is a wholly owned subsidiary of Old Republic
International (NYSE: ORI), a multi-billion dollar corporation, which ranks among the nation’s 50 largest publicly
held insurance organizations.

Added Security for your Exchange
$80 million fidelity bond
$50 million errors and omissions insurance
Letter of Guaranty from corporate parent

To discuss whether §1031 might be beneficial to you, please call one of Old Republic Exchange's dedicated
professionals.

Visit us at oldrepublicexchange.com for more information.

32



Old Republic Title offers this dictionary as a reference tool for individuals and organizations in the real estate
community. We hope you find useful its brief definitions of real estate-related terminology. We welcome the

opportunity to be of service to you. We hope you find our definitions useful and we welcome the opportunity
to serve you.

Why Old Republic Title?

Old Republic Title has been a respected member of the American title insurance community for over
100 years. Our experienced title professionals would be pleased to answer any questions regarding title
insurance or entries in this dictionary. You also may access oldrepublictitle.com for a thorough overview of

our capabilities.

A

Abstract of Title: A condensed history or summary of all
transactions affecting a particular tract of land.

Access: The legal right to enter and leave a tract of land
from a public way, which can include the right to enter
and leave over the land of another.

Accretion: The slow buildup of land by natural forces such
as wind or water.

Adjustable Rate Mortgage (ARM): A residential mortgage
that has an interest rate that is subject to change. The
times of adjustment are agreed upon at the inception of
the loan.

Administrator: A man appointed by a probate court to
settle the affairs of an individual dying without a will.

The term is “administratrix” if such a person is a woman.

Also see “Personal Representative.”

Adverse Possession: A claim made against the land of
another by virtue of open and notorious possession of
said land by the claimant.

Affidavit: A sworn statement in writing.
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Agent: A person or company that has the power to act on
behalf of another or to transact business for another, e.g.,
a title agent under contract with Old Republic Title is an
agent solely for the purpose of issuing policies of title
insurance and other title insurance products.

Air Rights: The right to ownership of everything above the
physical surface of the land.

ALTA: American Land Title Association, a national
association of title insurance companies, abstractors
and attorneys specializing in real property law. Its
headquarters are in Washington, D.C.

Annual Percentage Rate (APR): An expression of the
percentage relationship of the total finance charges to
the total amount to be financed as required under the
federal Truth-in-Lending Act.

Appraisal: A written opinion of market value based upon a
factual analysis of relevant local market information.

Appurtenance: Anything so annexed to land or used with it
that it will pass with the conveyance of the land.

ARM: Adjustable Rate Mortgage.
Also see "Variable Rate Mortgage.”



Assessment: The imposition of a tax, charge or levy, usually
according to established rates.

Assessor: A public official who evaluates property for the
purpose of taxation.

Assignee: One to whom a transfer of interest is made. For
example, the assignee of a mortgage or contract.

Assignor: One who makes an assignment. For example, the
assignor of a mortgage or contract.

Assumable Mortgage: A mortgage which, by its terms,
allows a new owner to take over its obligations.

Attachment: Legal seizure of property to force payment of a
debt.

Attorney in Fact: One who holds a power of attorney from
another, allowing him or her to execute legal documents
such as deeds, mortgages, etc., on behalf of the grantor
of the power.

B

Balloon Mortgage: A mortgage that is amortized over a
specific period of years, but requires a lump-sum payment
in full at an earlier date.

Bankruptcy: A federal court proceeding in which debtors
may be relieved of liability for their debts after surrender
of their nonexempt assets to a court-appointed trustee.

Bureau of Land Management: The branch of government in
charge of surveying and managing public land.

C

CC&R's: Covenants, Conditions and Restrictions.
Also see “"Conditions and Restrictions.”

Changed Circumstance: In accordance with the TRID Rule,
events which allow a creditor to revise a Loan Estimate
or a Closing Disclosure include: (i) an extraordinary
event beyond the control of any interested party or other
unexpected event specific to the consumer or transaction;
(ii) information specific to the consumer or transaction
that the creditor relied upon when providing the Loan
Estimate and that was inaccurate or changed after the
disclosures were provided; (iii) new information specific
to the consumer or transaction that the creditor did not
rely on when providing the Loan Estimate; (iv) revisions
requested by the consumer; (v) when the Loan Estimate
expires; or (vi) on the day of the rate lock.

Chain of Title: A term applied to the past series of
transactions and documents affecting the title to a
particular parcel of land.

Cloud on Title: An irregularity, possible claim, or
encumbrance which, if valid, would affect or impair the
title.

Closing: Also known as “escrow” or "settlement.” The
process of executing legally binding documents, such as
deeds and mortgages, most commonly associated with
the purchase of real estate and the borrowing of money to
assist in the purchase.

Closing Costs: Expenses for services incidental to a sale
of real estate, such as sales commissions, loan fees, title
fees, appraisal fees, etc.

Closing Disclosure: The five-page Closing Disclosure, also
referred to as CD, must be provided to the consumer three
business days before they close on the loan. The Closing
Disclosure details all of the costs associated with the
mortgage transaction.

Closing Statement: A summation, in the form of a balance
sheet, made at a closing showing the amounts of
debits and credits to which each party to a real estate
transaction is entitled.
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Clouded Title: An encumbered title.

Coinsurance: A form of insurance underwritten by two or
more title insurers sharing a single risk under separate
title insurance policies in proportional amounts.

Common Interest Community (CIC): Ownership
characterized by mutual ownership of common areas,
either jointly or through membership in an association,
e.g., condominiums, planned unit developments and
townhomes.

Condemnation: Taking private property for public use
through court proceedings.
Also see “Eminent Domain.”

Condition or Conditions: A proviso in a deed, will or other
instrument that, upon the happening or failure to happen
of a certain event, limits, enlarges, changes or terminates
the title of the purchaser or devisee.

Conditions and Restrictions: Limitations placed on the use
and enjoyment of land. May include penalties for failure
to comply. These are found most often on condominiums
and planned unit developments.

Condominium: A system of individual fee ownership of units
in a multi-unit structure, combined with joint ownership of
common areas of the structure and land.

Conservator: See "Guardian.”

Consummation: Consummation is not the same thing as
closing or settlement. Consummation occurs when the
consumer becomes legally obligated to the creditor on
the loan, not, for example, when the consumer becomes
contractually obligated to a seller on a real estate
transaction.

Consumer's Intent to Proceed: Unless a particular manner
of communication is required by the creditor, a consumer
indicates intent to proceed with the transaction when
the consumer communicates, in any manner, that the
consumer chooses to proceed after the Loan Estimate has
been delivered. This may include (i) oral communication
in person immediately upon delivery of the Loan Estimate;
or (ii) oral communication over the phone, written
communication via email, or signing a preprinted form
after receipt of the Loan Estimate. A consumer's silence is
not indicative of intent to proceed.

Contract for Deed: An agreement to sell and purchase,
under which title is held as security by the seller until such
time as the required payments to the seller have been
completed.

Convey: The act of deeding or transferring title to another.

Conveyance: An instrument by which title is transferred, e.g.,
a deed. Also the act of transferring title.

Covenant: An agreement written into deeds and other
instruments promising performance or nonperformance
of certain acts, or stipulating certain uses or non-uses of
the property.

Cul-de-Sac: The terminus of a street or alley. Usually laid
out by modern engineers to provide a circular turnaround
for vehicles.

D

Deed: A written document by which the ownership of land is
transferred from one person to another.

Deed of Trust: An instrument used in many states in place
of a mortgage. Property is transferred to a trustee by the
trustor (borrower), in favor of the beneficiary (lender) and
reconveyed (satisfied) upon payment in full.

Devise: The disposition of real property by will.




Due-on-Sale Clause: Provision in a mortgage or deed of
trust which requires loan to be paid in full if property is
sold or transferred.

E

Earnest Money: Advance payment of part of the purchase
price to bind a contract for property.

Easement: An interest in land owned by another that entitles
its holder to a specific limited use, such as laying a sewer,
putting up electric power lines or crossing the property.
Also see “Right of Way."

Egress: The right to leave a tract of land.

Eminent Domain: The power of the state to take
private property for public use upon payment of just
compensation.

Encroachment: A trespass or intrusion onto another's
property, usually by a structure, wall or fence.

Encryption: The conversion of data into a form that cannot
be easily understood by unauthorized people. The process
of encoding a message so that it can be read only by the
sender and the intended recipient. Encryption is the most
effective way to achieve data security.

Encumber: To burden a parcel of land with a lien or charge.

Encumbrance: A lien, liability or charge upon a parcel of
land, e.g. a mortgage or easement.

Escheat: A reversion of property to the state in those cases
where an individual dies without heirs or devisees, and, in
some states, without a will.

Escrow: A procedure whereby a disinterested third party
handles legal documents and funds on behalf of a seller
and buyer, and delivers them upon performance by the
parties.
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Estate: A person’s possessions. The extent of a person’s
interest in real property.

Examination of Title: The investigation and interpretation of
the record title to real property based on the title search
or abstract.

Exception: In legal descriptions, that portion of land to be
deleted or excluded. The term often is used in a different
sense to mean an encumbrance on title, excluded from
coverage in a title insurance policy.

Executor: A person appointed by the probate court to carry
out the terms of a will. The term is “executrix” if that
person is a woman.

Also see “Personal Representative.”’

F

Fannie Mae: Federal National Mortgage Association (also
FNMA) is a private corporation, federally chartered to
provide financial products and services that increase the
availability and affordability of housing by purchasing
mortgage loans.

Fee Simple Estate: The greatest possible estate in land
where the title is held completely and without any
limitations or conditions. Sometimes designated simply as
“Fee!

Financing Statement: A document filed with the Register
of Deeds or Secretary of State to give notice that a
creditor (lender) has or may have a security interest in the
personal property of the debtor (borrower).

Fixed Rate Mortgage: A mortgage on which the same rate of
interest is charged for the life of the mortgage.

Fixtures: Any item of property so attached to real property
that it becomes a part of the real property.




Flood Certification: A common term for a Federal
Emergency Management Agency (FEMA) Standard Flood
Hazard Determination Form (SFHDF). This determines
whether land or a building is located within a Special
Flood Hazard Area for purposes of flood insurance
requirements under the National Flood Insurance
Program.

Forfeiture of Title: Provision in a deed creating a condition
which will cause title to be passed to another, should
certain circumstances occur.

Freddie Mac: Federal Home Loan Mortgage Corporation
(also FHLMC) is a stockholder-owned corporation
chartered by Congress that purchases mortgage loans.

G

Ginnie Mae: Government National Mortgage Association
(also GNMA) is a wholly owned United States corporation
that guarantees privately issued securities backed by
pools of mortgages insured by FHA (Federal Housing
Administration), FMHA (Farmers Home Administration) or
VA (Veterans Administration).

Graduated Payment Mortgage: A loan in which monthly
payments are relatively small in the beginning and
gradually increase in dollar amount over the life of the
mortgage.

Grantee: A person who acquires an interest in land by deed,
grant or other written instrument.

Grantor: A person, who, by a written instrument, transfers to
another an interest in land.

Guardian: One appointed by the court to administer the
affairs of an individual not capable of administering his or
her own affairs.

H

Harbor Line: An arbitrary line set by authorities on navigable

rivers, beyond which wharves and other structures may
not be built. Also designated as line of navigation.

Hazard Insurance: Insurance protecting a property
owner against loss, such as: fire, windstorm, lightning,
hail, explosion, riot, smoke, property damage, flood
or mudslide. It is usually purchased as part of the
Homeowner's Insurance Policy.

Heir: One who might inherit or succeed to an interest in
land of an individual who dies without leaving a will
(intestate).

Home Equity Conversion Mortgage: A reverse or reverse
annuity mortgage in which HUD (U.S. Department of
Housing and Urban Development), through FHA (Federal
Housing Administration), guarantees that the borrower
will receive monthly payments from the insurer (FHA), in
the event the lender is unable to make payments to the
borrower.

Home Equity Line of Credit (HELOC): A loan in which the
lender agrees to lend a maximum amount within an
agreed period (called a term), where the collateral is the
borrower's equity in his/her house.

Homeowners Insurance: Insurance protection paying
benefits for damage to improved real property or
possessions in the home. Also provides liability coverage
against accidents in the home or on the property.

HUD-1: The HUD-1 is a type of settlement statement
which, prior to the TILA-RESPA Integrated Disclosure
(TRID) Rule, was required for use with all federally
related mortgage loans. It has been supplanted by the
“Closing Disclosure” as a required form, but the HUD-

1 will continue to be used for reverse mortgage and
HELOC transactions. In addition, it may remain in use for
some transactions that do not involve federally related
mortgage loans since it functions well as a balance sheet
of the settlement.

Improvements: Those additions to raw land tending to
increase value, such as buildings, streets, sewer, etc.

Indemnify: To make payment for a loss or to hold another
harmless from loss.



Ingress: The right to enter a tract of land.
Insurance: A contract of indemnity against specified perils.

Interim Financing: Temporary or short-term loans. Often
used with new construction. Usually replaced with
permanent long-term financing.

Intestate: Designates the estate or condition of failing to
leave a will at death. “To die intestate.”

J

Joint Tenancy: An estate where two or more persons hold
real estate jointly for life, the survivors to take the entire
interest on the death of one of the joint tenants.

Judgment: A decree of a court. In practice, this is the lien
or charge upon the land of a debtor resulting from the
court's award of money to a creditor. Also see “Judgment
Lien."

Judgment Docket: The record book of a County Clerk,
where a judgment is entered in order that it may become
a lien upon the property of the debtor.

Judgment Lien: The charge upon the land of a debtor
resulting from the decree of a court properly entered into
the judgment docket.

L

Land Contract: See “Contract for Deed.’

Lease: A grant of the use of land for a term of years in
consideration of the payment of a monthly or annual
rental.

Lender's Policy: A form of title insurance policy which
insures the validity, enforceability and priority of a lender's
lien. This policy does not provide protection for the owner.

Lessee: One who takes land under a lease.

Lessor: One who grants land under a lease.
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Lien: A hold, claim or charge allowed a creditor upon the
land of a debtor. Some examples are mortgage liens,
judgment liens and mechanics' liens.

Life Estate: A grant or reservation of the right of use,
occupancy and ownership for the life of an individual.

Lis Pendens: A notice recorded in the official records of a
county to indicate that a suit is pending affecting title to
the land in the jurisdiction where the notice is recorded.

Loan Estimate: A three-page Loan Estimate (also called
LE) must be provided to the consumer no later than three
business days after they submit a loan application for
most mortgages. The Loan Estimate provides information
about key features, costs and risks of the mortgage loan
for which the consumer is applying.

Loan Policy: See “Lender's Policy.’

Loss Payable Clause: A clause in a contract of insurance
which says any loss will be paid to two or more parties
as their interest may appear. Usually the owner and the
mortgage lender.

Lot: A part of a subdivision or block having fixed boundaries
ascertainable by reference to a plat or survey.

M

Marketable Title: A good title about which there is not fair or
reasonable doubt.

Mechanic's Lien: A lien allowed by statute to contractors,
laborers and material suppliers on buildings or other
structures upon which work has been performed or
materials supplied.

Metes and Bounds: A description of land by courses and
distances.

Mortgage: An instrument used to encumber land as security
for a debt.

Mortgage Banker: A specialized lending institution that
lends money solely with respect to real estate and
secures its loans with mortgages on the real estate.



Mortgage Broker: A person or company that buys and sells
mortgages for another on commission or who arranges
for and negotiates mortgage contracts.

Mortgage Insurance: Insurance protecting against the
nonpayment of, or default on, an individual mortgage
or loan involved in a residential mortgage transaction. It
protects the mortgage lender against loss incurred by a
reason of nonpayment or mortgage default.

Mortgagee: The mortgage lender.
Mortgagee's Policy: See “Lender’s Policy.’

Mortgagor: The mortgage borrower.

N

Non-Public Personal Information (NPPI or NPI): Means
“personally identifiable financial information” that is (i)
provided by a consumer to a financial institution, (ii)
about a consumer resulting from a transaction or service
performed for the consumer, or (iii) otherwise obtained by
the financial institution. Personally identifiable financial
information includes any information obtained by a
financial institution in connection with its provision of a
“financial product or service,’ even if the information is
not typically considered financial in nature.

Notary: One authorized to take acknowledgments.

Note: The instrument evidencing the indebtedness. A note
is usually secured by a security instrument such as a
mortgage or deed of trust.

o)

Origination Fee: The administrative fee charged by the
lender to prepare loan documents, run credit checks,
inspect and sometimes appraise a property, usually
computed as a percentage of the face value of the loan.

Owner’s Policy: A policy of title insurance, which insures
a named owner against loss by reason of defects, liens
and encumbrances not excepted to in the policy or
unmarketability of the title. The company also agrees to
defend covered claims made against the title.

Ownership: The right to possess and use property to the
exclusion of others.

P

Patent: A document or grant by which the federal or state
government originally transferred title to public land to an
individual. The first in the series of transfers by which title
comes down to present owners.

Personal Representative: A person appointed by the
probate court to administer a decedent'’s estate.
Also see “Executor” or "“Administrator.”

Plat or Plot: A map representing a piece of land subdivided
into lots with streets shown thereon.

P.M.I.: Private Mortgage Insurance. An insurance contract
which insures that the named lender will recover a
specific percentage of the loan amount from the insurer in
the event the loan goes bad.

Points: A one-time special fee or extra charge paid to
a lender in order to secure a loan. Expressed as a
percentage of face amount of mortgage.

Policy: See "Title Insurance Policy!’
Policyowner: The insured on a title insurance policy.

Power of Attorney: An instrument authorizing another to act
on one's behalf in legal matters.

Power of Sale: A clause in a will, mortgage, deed of trust or
trust agreement authorizing the sale or transfer of land in
accordance with the terms of the clause.

Pre-Settlement Inspections: See “Walk Through.’

Prepayment Penalty: A clause in a mortgage or loan
contract that says if the mortgage is prepaid within a
certain time period, a penalty will be assessed. The
penalty can be based on percentage of the remaining
mortgage balance or some other calculation as described
in the clause.

Premium Tax: A tax imposed on all premiums from the
business of title insurance. Only applies in some states.




Privacy Rule: The GRAMM-LEACH-BLILEY ACT requires
financial institutions (which includes title insurance
companies) to give notice to all of their “clients” about
their privacy practices. The Privacy Policy is a “clear and
conspicuous” written notice describing their privacy
policies and practices.

Prorate: To allocate between seller and buyer their
proportionate share of an obligation paid or due. For
example, a proration of real property taxes or fire
insurance premiums.

Q

Quiet Title: An action in a proper court to remove record
defects or possible claims of other parties named in the
action.

R

Range: A part of the government survey, being a strip of
land six miles in width, and numbered east or west of the
principal meridian.

Real Property: Land, together with fixtures, improvements
and appurtenances.

REALTOR": A federally registered collective membership
mark which identifies a real estate professional who is a
member of the National Association of REALTORS' and
subscribes to its strict Code of Ethics.

Realty: A brief term for real property.

Redeem: Literally “to buy back." The act of buying back land
after a mortgage foreclosure, tax foreclosure, or other
execution sale.

Redisclosure: For transactions covered under the TILA-
RESPA Integrated Disclosure (TRID) Rule and under very
specific circumstances, the Loan Estimate and/or the
Closing Disclosure may be revised and delivered to the
consumer.

Registered Land: See “Torrens Title."

Reinsurance: To insure again by transferring to another
insurance company all or part of an assumed liability, thus
spreading the loss risk any one company has to carry.

Reverse or Reverse Annuity Mortgage: A mortgage for
which the borrower pledges home equity in return for
regular (monthly) payments, rather than a lump sum
distribution of loan proceeds. Repayment is usually not
required until the home is sold or the borrower's estate
is settled, provided the borrower continues to live in the
home and keeps current all taxes and insurance. Also see
“Home Equity Conversion Mortgage.”

Right of Way: The right which one has to pass across the
land of another. An easement.

Riparian: Rights to use of waterways in adjoining lakes or
rivers.

S

Second Mortgage: A second loan on real estate that already
has a mortgage. It is subordinate to the first mortgage.

Section or Section of Land: A parcel of land comprising
approximately one square mile or 640 acres.

Set Back Lines: Those lines which delineate the required
distances for the location of structures in relation to the
perimeter of the property.

Sub-Surface Right: The right of ownership to things lying
beneath the physical surface of the property.

Survey: The process of measuring land to determine its
size, location and physical description, and the resulting
drawing or map.

T

Tax Lien: A lien for real property taxes. Attaches only to
the property upon which the taxes are due in most
jurisdictions. It may be foreclosed for nonpayment.

Tenancy by the Entirety: Ownership by married persons.
Each owns the entire estate, with the survivor taking the
whole upon the other’s death.




Tenancy in Common: An estate or interest in land held
by two or more persons, each having equal rights of
possession and enjoyment, but without any right of
succession by survivorship between the owners.

Tenant: Any person occupying real property with the
owner’s permission.

Testament: Another term for a will. Commonly referred to as
“last will and testament.”’

Testate: The state or condition of leaving a will at death. “To
die testate.’

Testator: A man who makes or has made a testament or will.

Testatrix: A woman who makes or has made a testament or
will,

Three-Day Review Period: For covered transactions under
the TILA-RESPA Integrated Disclosure (TRID) Rule the
creditor is generally required to ensure that the consumer
(borrower) receives the Closing Disclosure no later than
three business days prior to the consummation of the
loan.

Title: (i) ownership of real property, which stands against
the right of anyone else to claim the property; (ii) the
evidence of right which a person has to the ownership
and possession of land.

Title Agent: See “Agent.”

Title Defect: Any legal right held by others to claim property
or to make demands upon the owner.

Title Commitment: A report issued by a title insurance
company or its agent, committing the title insurance
company to issue the form of policy designated in the
commitment upon compliance with and satisfaction of
requirements set forth in the commitment.

Title Examination: To peruse and study the instruments in a
chain of title and to determine their effect and condition in
order to reach a conclusion as to the status of the title.

Title Insurance Underwriter: An insurance company that
issues insurance policies either to the public or to another
insurer.

Title Insurance: An agreement to indemnify the insured
against loss arising from a covered defect in title to a
particular parcel of real property, which is typically issued
to both the buyer to protect their property rights (through
an owner's title insurance policy), and the lender to
protect its lien rights (through a lender’s title insurance

policy).
Title Insurance Policy: A written contract of title insurance.

Title Plant: The total facilities (records, equipment, fixtures,
and personnel) required to function as a title insurance
operation in some parts of the country. Technically, the
organization of official records affecting real property
into a system, which allows quick and efficient recovery
of title information.

Title Search: An examination of public records, laws and
court decisions to disclose the current facts regarding
ownership of real estate.

Tolerances: See "Variances.”

Torrens Title: A system whereby, after court proceedings,
a certificate is issued setting forth the extent of the
applicant’s estate in land, subject to the exceptions
shown.

Total Interest Percentage (TIP): The total amount of interest
that the consumer will pay over the life of the loan as
a percentage of the principal of the loan, assuming the
consumer makes each monthly payment in full and on
time, and does not make any overpayments.

a1



Total Loan Costs: Fees the lender charges to make the
loan, as well as fees paid to providers selected by the
lender and fees paid to providers chosen by the borrower.
Total Loan Costs are found under Section D of the Loan
Estimate.

Township: A division of territory approximately six miles
square, containing approximately 36 sections or 36
square miles.

Tract: A particular parcel of land.

Trust: A property right held by one as a fiduciary for the
benefit of another.

Trustee: A person holding property in trust as a fiduciary for
the benefit of another.

\Y

Variable Rate Mortgage: A loan in which the interest rate
fluctuates with the cost of funds or some other index.

Variances: The comparison made between fees and/
or charges listed on the Loan Estimate (or Good Faith
Estimate) and those listed on the final Closing Disclosure
(or HUD-1). Not all fees are exposed to such scrutiny but
for those that are the creditor/lender is held accountable
for the excessive charges. There are two levels of
tolerance based on the type of fee. Variance may also be
referred to as Tolerance.

Vendee: A purchaser of real property under land contract.
Vendor: A seller of real property under land contract.

Vest: To pass to a person an immediate right or interest.
Title may be said to vest in John Smith.

Walk-Through: Depending on the terms of the contract
of sale or based on local custom, a walk-through or
pre-settlement inspection may be scheduled prior to
settlement or closing of the transaction. The primary
purpose of this type of inspection is to make certain the
property is in the agreed-upon condition, repairs (if any)
from the home inspection are complete, and to confirm
that nothing has gone wrong with the property since the
buyer's last viewing.

Warranty: A limited promise by the grantor of real property
that he or she is the owner and will be responsible to the
buyer if title is other than as represented.

Will: A written document providing for the distribution of
property owned by a person after his or her death.

Z

Zoning: The right of a municipality to regulate and
determine the compatible character and use of property.

The terms contained in this booklet are defined in their
most commonly used form. Should

more precise interpretations of these terms be
necessary, we advise you to seek the counsel

of an attorney.
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HAWAII OFFICES

MAIN OFFICE

737 Bishop Street, Suite 2200, Honolulu, HI 96813
Phone: 808.566.0100 - Fax: 866.745.8396 | Toll Free: 877.566.6671
Escrow Department Fax: 866.745.2085

Title Department Fax: 866.715.8396

Property Information Dept. Fax: 808.566.0224

COMMERCIAL /

SPECIAL PROJECTS

700 Bishop Street, Suite 509
Honolulu, HI 96813

Tel: 808.275.2500

eFax: 808.356.1919

KAILUA, OAHU

151 Hekili Street, Suite 201
Kailua, HI 96734

Phone: 808.266.0150

Fax: 866.745.2040

Toll Free: 877.566.6670

KAHALA, OAHU

4211 Waialae Avenue, Suite 8040
Honolulu, HI 96816

Phone: 808.733.0261

Fax: 866.748.7013

Toll Free: 800.598.0395

PEARLRIDGE, OAHU
98-211 Pali Momi Street
Suite 102

Aiea, HI 96701

Phone: 808.488.5511K
efax: 808.748.0267X

KAPOLEI, OAHU

James Campbell Building
1001 Kamokila Boulvegard,
Suite 130

Kapolei, HI 96707

Phone: 808.693.7250

Fax: 866.745.1936

KAHULUI, MAUI

33 Lono Avenue, Suite 195
Kahului, HI 96732

Phone: 808.871.2800

Fax: 866.755.9069

Toll Free: 866.783.2800

LAHAINA, MAUI

40 Kupuohi Street, Suite 103
Lahaina, HI 96761

Phone: 808.661.1999

Fax: 866.745.2363

Toll Free: 877.665.6535

WAILEA, MAUI

34 Wailea Gateway Place,
Suite A201

Wailea, HI 96753

Phone: 808.875.9110

Fax: 866.698.9870

Toll Free: 855.241.8383

KOLOA, KAUAI

3176 Poipu Road, Unit 3
Koloa, HI 96756

Phone: 808.742.1494
Fax: 808.356.0385

KAPAA, KAUAI

4-356 Kuhio Highway, Suite 40
Kapa'a, HI 96746

Phone: 808.821.6808

Fax: 866.749.0445

Toll Free: 800.598.0390

KAILUA-KONA, BIG ISLAND

75-5722 Kuakini Highway, Suite 215

Kona, HI 96740
Phone: 808.327.3700
Fax: 866.745.2082

Old Republic National Title

Timeshare/Fractional Interest Services
Phone: 808.522.0356 = Fax: 808.522.0355

OREXCO 1031 Exchange

Phone: 808.524.6737 - Toll Free: 8775911031

Fax: 866.250.8530
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