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COMMISSIONER MATTAX: Good morning.
I call to order the hearing in Docket No. 2778;
it's approximately 9:32 a.m.

I'm David Mattax, Commissioner of
Insurance. Today's hearing concerns proposed
updates to the Basic Manual of Rules, Rates and
Forms for the Writing of Title Insurance in the
State of Texas.

TDI published notice of today's
hearing May 1, 2015, at 40 Texas Register 2391.
Any member of the public wishing to speak this
morning should fill out a witness card, that looks
like this, and submit it to the deputy chief clerk.
I'll call on you and then ask you to identify
yourself for the record. You may also submit
written comments through 5 p.m. Central time,
June 1, 2015.

I'll begin by calling Marianne Baker,
with the Property and Casualty Office at the Texas

Department of Insurance. Thank you.
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MS. BAKER: As you noted, I'm
Marianne Baker, Program Specialist in the Property
& Casualty Office.

The proposed Texas Disclosure form,
Form T-64, and Procedural Rule P-73 are designed to
provide complete and correct disclosure of title
insurance costs. They were created in response to
the new federal Closing Disclosure that the
Consumer Financial Protection Bureau created to
replace both the current HUD-1 settlement statement
and the final Truth-in-Lending disclosure.

The federal Closing Disclosure, which
is designed to be easier for consumers to
understand, does two things that raised issues:
First, it removes or simplifies items that were
listed in detail on the HUD-1; and second, it
requires title agents to incorrectly state how a
discount is applied when a consumer buys both a
loan policy and an owner's policy, what we
typically call a simultaneous issue transaction.

In Texas, title agents are required
to itemize all relevant details of a transaction,
including who receives any part of a premium or
real estate commission, and what all the different

fees are. This shows consumers where their money
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is going and allows title agents to demonstrate
that they are correctly accounting for everything
and complying with laws, such as those prohibiting
rebates, discounts and overcharges.

The Texas Disclosure gives title
agents a place to itemize all those details. It
also includes a signature line to authorize the
title agent to make disbursements.

Additionally, consumers get a
discount in simultaneous issue transactions, which,
again, is where they buy both a loan policy and an
owner's policy. Texas gives a discount to the loan
policy premium but the federal Closing Disclosure
requires the discount to be placed on the owner's
policy. The new Texas Disclosure will show the
discount correctly applied under Texas rules.

So to provide complete and correct
disclosure to consumers, proposed Rule P-73 will
require title agents to use the Texas Disclosure in
any real estate transaction where they are required
to use the federal Closing Disclosure.

If this rule is adopted, both the
Texas Disclosure and the federal Closing Disclosure
will become effective on August 1, 2015.

I'm happy to answer any questions.
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COMMISSIONER MATTAX: Very briefly.
I understand you mentioned in your comments that
the federal rule is actually requiring us to -- if
this federal transaction, the federal sheet was
done by itself, it could be misleading to
consumers. Is that correct?

MS. BAKER: That is correct.

COMMISSIONER MATTAX: Can you
explain a little bit more on that and how our form
is going to correct that potential confusion?

MS. BAKER: Certainly. Well, it has
to do with the, again, as I said, where they put
the discount. In Texas, when you buy an owner's
policy and loan policy at the same time, you pay
the full premium for the owner's policy, and the
loan policy costs $100 because you get a discount.

The way the rules for the federal
form are set up, they say that if you buy those two
policies at the same time, the owner's policy has
to show the lower rate, the $100 rate, and the loan
policy has to show the full rate. And that can be
misleading, especially because in Texas, quite
often in transactions the seller will agree to pay
for the owner's policy and the buyer pays for the

loan policy. So they will see the federal Closing
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Disclosure that shows that the seller is only going
to pay a little bit and the owner is going to pay a
lot. Whereas in Texas, the way it typically works,
is the seller pays for the owner's policy, the big
amount, and the buyer pays for the loan policy, the
$100.

So the Closing Disclosure will show
the correct way that those prices are allocated.
The total premium will be the same in either case,
the bottom line, but it will show correctly who
pays what.

COMMISSIONER MATTAX: So is it fair
to say that this rule is necessary to avoid any
confusion caused by the federal government?

MS. BAKER: Yes, sir, that's correct.

COMMISSIONER MATTAX: Thank you. I
have nothing further right now, thanks.

As T mentioned, if people wanted to
fill out witness cards -- I have two here, so last
chance if you want to fill some out. So let me
call on Aaron Day. Please come up, state your
name, who you're representing and provide any
comments you would like. Thank you.

MR. DAY: Good morning, Commissioner.

My name is Aaron Day; I represent the Texas Land
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Title Association.

And, really, I can't add on much more
than what Marianne laid out just now, except I do
want to say that we do appreciate TDI staff's
leadership on this issue. They really got their
arms around the problem quickly and developed a
solution. And we're here rising here today to
support that solution.

We also have Janet Minke here, who
can talk more about the details of the problems
that it's solving, but I will note that this
conflict that we're addressing today in Texas
exists in 26-plus states throughout the country
and, actually, those are the more populous states.
So, really, it's going to create a problem in the
majority of the transactions in the nation. And so
Texas 1is really providing a great deal of
leadership for the rest of the nation, in terms of
how to address this problem and correct it so
consumers aren't left confused.

COMMISSIONER MATTAX: So is it your
view, then, that the form that's being proposed in
this rule will help on the purchasers and sellers
of real estate understanding the transaction

better?
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MR. DAY: Absolutely.

COMMISSIONER MATTAX: Thank you;
appreciate your comments.

I now call Janet Minke.

MS. MINKE: I'm Janet Minke, with
Alliant National Title, here on behalf of the TLTA.
I support everything that Marianne has said and
Aaron has said as well, and I'm available to answer
any questions, if you have any, that I can assist
with.

COMMISSIONER MATTAX: I'll just ask
the same question. Do you agree that the forms
that we're proposing in this rule are going to help
clarify the transactions so that purchasers and
sellers in real estate will understand the true
nature of the transaction they're entering into?

MS. MINKE: Yes, I do.

COMMISSIONER MATTAX: Thank you so
much for your testimony; I appreciate it.

I have no further witness cards, so
we'll say going, going, gone on the witness cards.
So I appreciate you-all being here.

Let the record reflect that those
desiring to comment have done so. I will issue a

decision after considering the record of today's
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hearing and any written comments we receive. And,
again, as I noted earlier, you can still provide
written comments through June 1, 2015, at 5 p.m.

Thank you for participating in the
hearing. The hearing for Docket No. 2778 is
adjourned.

Thank you very much.

(Whereupon, the hearing was

adjourned.)
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STATE OF TEXAS
COUNTY OF TRAVIS

I, CINDY JUDGE, Hearings Reporter for
the Texas Department of Insurance and the
Commissioner of Insurance, do hereby certify that
the foregoing ten (10) pages constitute a complete
transcript of the testimony adduced and proceedings
had in the above-styled and numbered cause, all of
which occurred in open court or in chambers and
were reported by me, said hearing held on
May 27, 2015, being Docket No. 2778.

I further certify that the original
of this transcript has been filed with and made an
official part of the records of the Texas
Department of Insurance.

Witness my hand on this the 2nd day

Cindy Judge, Texas &SR No. 1406
CSR Expiration 12/31/15

Texas Department of Insurance
333 Guadalupe

Austin, Texas 78714
(512) 676-6589

of June, 2015.
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