
Title Insurance
UNIQUE LINE OF INSURANCE

More “Assurance” than “Insurance”
Title insurance is very unique compared to other lines of insurance regulated by the Texas Department of Insurance. 
Title insurance does not insure against hazards that are created or risks that are assumed in the future. Instead, 
title insurance detects defects in the title to the property, which need to be corrected or excepted from coverage 
before the transaction closes and the property changes hands. Title insurance insures against mistakes and unknown 
factors that may exist prior to issuance of the policy.

Claims
Title insurance is primarily a harm mitigation and avoidance product, and unlike property and casualty products, 
the consumer only pays once and the policy is good for the life of the loan or as long as the owner owns the home. 
As an illustration, imagine if fire insurance was to approximate the approach taken by title insurance. Then, before 
issuing a fire insurance policy, the agent would inspect the home for any fire hazards, correct any risks such as faulty 
wiring, and perhaps install a sprinkler system. One would only pay for the product once during the life of the home, 
and in the event the house did catch fire from a missed hazard, one would have insurance coverage up to the face 
value of the policy.  

For this reason, title insurers experience lower claims compared to other lines of insurance.  Nationally, for a typical 
property and casualty line, the income statement will traditionally reflect about 70% of revenues expended on 
incurred losses and loss adjustment expenses, while a title insurer’s income statement will show a 10% figure for the 
same. Likewise, 25% of revenues are expended on non-loss expenses, while the title insurer’s income statement will 
show 85% of revenues expended in this way. Lower claims do not reflect relative higher profits, but rather, a different 
business structure and product.1  

Agents
The role of the title agent is very distinct from other lines of insurance.  In title insurance, the agent performs 
the vast bulk of the work of searching and examining the public real property records necessary to insure 
title. The insurance product is purchased as an indemnity under which the title insurance company is obligated 
to indemnify the insured against losses sustained in the event that a missed or unknown defect of title existed at 
the time of issuance of the policy. Given this understanding, one can see why “the split” between the agent and 
underwriter in Texas is 85/15, with the agent retaining 85% of the premium.
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