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Section 1. Section 16.91, subsection 2, Code 1999, is

1 2 amended to read as foll ows:

1 3 2. Atitle guaranty, closing protection letter, or gap
1 4 coverage issued under this programis an obligation of the
1 5 division only and clains are payable solely and only out of
1 6 the moneys, assets, and revenues of the title guaranty fund
1 7 and are not an indebtedness or liability of the state. The
1 8 state is not liable on

—the guaranties

— any qguaranty, closing
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protection letter, or gap coverage.

Sec. 2. NEWSECTION. 16.93 CLOSI NG PROTECTI ON LETTERS

1. The authority through the title guaranty division may
issue a closing protection letter to a person to whom a
proposed title guaranty is to be issued, upon the request of
the person, if the division issues a conmtnent for title
guaranty or title guaranty certificate. The closing
protection letter shall conformto the terns of coverage and
formof the instrument as approved by the division board and
may i ndemify a person to whom a proposed title guaranty is to
be issued against |oss of settlenent funds due to only the
followi ng acts of the division's naned participating attorney
or participating abstractor:

a. Theft of settlenment funds.

b. Failure by the participating attorney or participating
abstractor to comply with witten closing instructions of the
person to whom a proposed title guaranty is to be issued
relating to title certificate coverage when agreed to by the
participating attorney or participating abstractor.

2. Aclosing protection letter shall only be issued to a
person to whom a proposed title guaranty is to be issued for
real property transactions in which the division has commtted
to issue an owner or |ender certificate and for which the
division receives a prem um and other paynments or fees for a
title guaranty certificate or other coverage.

3. The division board shall establish the amunt of
coverage to be provided and may di stingui sh between cl asses of
property including, but not limted to, residential
agricultural, or commercial, provided that the total anount of
coverage provided by the closing protection letter shall not
exceed the amount of the conmmitnment or title guaranty to be
i ssued. Liability under the closing protection letter shal
be coextensive with liability under the certificate to be
i ssued in connection with a transaction such that paynents
under the terns of the closing protection letter shall reduce
by the same anobunt the liability under the title guaranty
certificate and payment under the title guaranty certificate
shal|l reduce the liability under the terns of the closing
protection letter.

4. The division may adopt a required fee for providing
closing protection letter coverage.

5. The division shall not provide any ot her coverage which
purports to indemmify agai nst inproper acts or om ssions of a
person with regard to escrow, settlenment, or closing services.

6. The authority shall adopt rules pursuant to chapter 17A
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as necessary to adm nister this section.
EXPLANATI ON
This bill allows the lowa finance authority through the

title guaranty division to issue a closing protection letter
to a person to whom a proposed title guaranty is to be issued
upon the request of the person, if the division issues a
commitnment for title guaranty or title guaranty certificate.
The bill provides that the closing protection letter may only
indemmify a person to whoma proposed title guaranty is to be
i ssued agai nst |oss of settlement funds due to the theft of
settlenment funds and the nonconpliance with witten closing
instructions relating to title certificate coverage.

The bill provides that a closing protection |letter shal
only be issued to a person to whom a proposed title guaranty
is to be issued for real property transactions in which the
di vision has committed to i ssue an owner or |ender certificate
and for which the division receives a prem um and ot her
paynments or fees for a title guaranty certificate or other
cover age.

The bill provides that the division may establish fees and
t he amount of coverage which shall not exceed the anount of
the conmtment or title guaranty to be issued

The bill prohibits the division from providing any ot her
coverage which purports to i ndemify against inproper acts or
om ssions of a person with regard to escrow, settlenment, or
cl osing services.

The bill provides that a title guaranty, closing protection
letter, or gap coverage issued by the division is an
obligation of the division and not an indebtedness or
liability of the state.
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