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THE 2006 ALTA LOAN POLICY
In our last Chat we looked at the 2006 ALTA Owner’s Policy. The 2006 Loan Policy also contains
several new coverage items and provisions intended to clarify the coverages in the 1992 policy form
where coverage questions have been raised. It also contains, where applicable, many of the changes in
terms and definitions that were made in the 2006 ALTA Owner’s Policy. We will summarize some of the
main points:
1. The definition of an Insured has been expanded to now include a successor in ownership of the
indebtedness, whether the successor owns the indebtedness for its own account or as a trustee or
other fiduciary. If the insured lender converts its legal status, the surviving entity is an insured,
e.g. if the original mortgagee (or if it becomes the owner of the land by foreclosure or deed in
lieu) is a corporation that converts itself to a limited liability company under applicable law, the
limited liability company will be treated as an insured. Lastly, if the insured is an entity that has
control of the transferable record in an electronic transaction, that entity or person will be
considered an insured.
2. The new policy defines “indebtedness” if a mortgage or deed of trust secures a debt, to include;
(i)
principal disbursed at Date of Policy,
(ii)
principal disbursed after Date of Policy,
(iii)
construction advances made after Date of Policy,
(iv)
interest,
(v)
expenses of foreclosure and other similar costs,
(vi)
prepayment premiums and other similar charges,
(vii)
advances made to protect the lien of the insured mortgage or deed of trust,
(viii) advances made to pay taxes and insurance, and
(ix)
amounts advanced to prevent deterioration of improvements on the land.
3. Like the Owner’s Policy, the number of Covered Risks has been increased because of the
rewording of some Exclusions from Coverage into Covered Risks. The Covered Risks are
similar to those found in the Owner’s Policy.
The only one we will look at here is Covered Risk 11. Part (a) provides insurance as to the
priority of the lien of the insured mortgage or deed of trust as to mechanic lien claims. If
we do not want to give unfiled mechanic lien coverage on a file, we will have to insert in
Schedule B of the policy the mechanic lien exception used in your state.
Part (b) is new and provides priority coverage as to the lien of assessments for street
improvements under construction or completed as of Date of Policy.
4. The Loan Policy contains the same provision as the Owner’s policy of increasing liability
by 10% if the title insurer is unsuccessful in defending against a claim insured by the policy.
5. The threshold to submit to arbitration has been increased from $1 million to $2 million dollars if
the insurer and insured agree.

