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Title Insurance

Maximize Your
Housing Dollars
By ANNA CHANG-YEN | Green Shoot Media
More house: It can mean different things to different
people. Maybe you’ve had your eye out for a deal on a chic
condo downtown or are hunting for an original craftsman
in the historic district. Maybe your family is growing and
you simply need more space.
No matter what type of house you’re after, there are
strategies that can help you stretch your housing dollars to
afford size or upgrades you may have thought were out of
reach.

Get your hands dirty
A home that needs remodeling is likely to come with a
lower asking price, so you may be able to afford a bigger
home or one in a better location if you’re thrifty with the
repairs. Shave off dollars here and there by doing some of
the work yourself. Some skills, such as painting or tiling a
ﬂoor, make for easy weekend projects that will save you
loads in labor. For example, the cost of tiling a bathroom
could be in the thousands if you hire a pro, but you can
learn these skills yourself from online how-to videos or
tutorials on big box home improvement store websites
and easily do it yourself for a few hundred dollars in
materials and supplies. The same goes for laying wood
ﬂoors or a paver patio. Just remember to leave more
complex jobs, such as electrical and plumbing, to the pros
to avoid making potentially expensive — or dangerous —
mistakes.

Deal in cash
Everyone knows cash is king, and a seller who’d rather
have cash in his hand than wait a month or more for a
buyer’s mortgage to be approved may be willing to
negotiate a lower price for the privilege. This strategy will
take some long-term planning, but if you’re patient and
disciplined about socking away money, you probably
will score a deal on a home with space for the home
ofﬁce you’ve always wanted or a large backyard for the
vegetable garden of your dreams.

Avoid PMI

By J. Michael McTernan
Forty years ago, sellers of real estate usually provided the buyers with a “title
opinion” from a lawyer who had searched the records at the Register of Deeds,
verifying that the seller did, in fact, own the real estate, and that there were no
mortgages or liens encumbering the property. Now, the seller almost always
provides the buyer with a policy of “title insurance” from a company that insures
the buyer against damages from any undisclosed liens.

J. Michael McTernan
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Almost all title policies will have “exceptions,” meaning they will list the liens and
encumbrances that will remain on title after closing. Those items include such things
as easements granted to the utility companies that allow for the distribution of
electric, gas and/or water to the property. Before the closing, the seller will provide
the buyer with a “title commitment.” The purpose of obtaining a title “commitment”
is to allow the buyer the time to examine the title, and to object to any unforeseen
“liens and encumbrances” that, in some cases, may not have been known to either
party prior to entering into the contract.

It is important for the buyer to examine the title commitment as soon as it is received as the right to object
to unforeseen liens and/or encumbrances will be waived without an objection, and in most transactions, the
buyer will only have 15 days to object. After 15 days, the buyer will have lost the right to object. Typically, the
buyer’s lawyer or broker will assist in reviewing the title commitment, and will prepare a written objection
to any unforeseen liens or encumbrances. Such an objection will force the seller to remove them. If something
appears that was not disclosed by the seller (such as a judgment lien or a lien for past due child support or
income taxes), the parties may have to terminate the contract, if the seller’s proceeds will not be sufﬁcient to
pay off all of the liens.
The initial title commitment will also list mortgages or other liens that have been recorded against the
property being sold. While the mortgages are typically released at closing once the underlying
promissory note is paid off with the proceeds, other liens may not have been known until a title company
searches the records at the Register of Deeds in the county where the property being sold is located. For
example, a homeowner may have hired a contractor to perform work on the property and refused to pay the
bill because of some dispute. In that case, a contractor has the right under the law to ﬁle a construction lien on
the real estate.
Other matters may appear on the title commitment, such as easements giving others the right to use a
portion of the property being sold for a speciﬁc purpose such as a fence, or shared driveway or walkway.
In some instances, such easements may be unrecorded or not apparent by simply visually examining the
property. As a result, it may be necessary to retain a surveyor who will examine all of the property lines and
determine if there are any unrecorded improvements that will encumber the property being sold.
Every real estate transaction is unique. Most buyers and most sellers retain professionals to guide them
through the process. Don’t be lulled into relying on the fact that title insurance will simply “cover you” in the
event you discover a problem with the real estate after the closing. It is paramount that the parties examine
and understand the status of the title to real estate BEFORE it is too late to remedy the situation.

Private mortgage insurance — required on all loans for
which the buyer makes a down payment of less than 20
percent — can zap your home budget. Although rates for
PMI were reduced in early 2015 to about .85 percent of
the remaining balance on the mortgage each year, you can
avoid it altogether by making a down payment of at least
20 percent. If your budget for a new home is $200,000, PMI
would cost about $142 per month. Eliminating it by putting
down 20 percent will allow you to put that $142 to work
buying more house — an additional $35,000 in purchase
price — for the same monthly payment. That’s not an
insigniﬁcant amount of money when it comes to affording
the size, location or upgrades you want.

Consider all your expenses
Your monthly housing expenses are made up not only
of your mortgage payments including principal, interest
and PMI, but also of property tax payments, homeowner’s
association dues and homeowner’s insurance. Cutting
some of these monthly costs can leave more room in your
monthly payment for a higher purchase price.
Similarly, consider the cost of homeowner’s association
dues. Depending on the services the association provides
to homeowners, monthly dues for condos and townhouses
can get into the hundreds of dollars. If you’re willing to
do your own yard work or snow removal, look for a
community with lower association fees, which may only
cover insurance for common areas and shared roofs.
Property taxes are another area where your monthly
payment can take a hit. In some areas of the country, you
can pay as much as 4 percent of the home’s value in
property taxes each year. If you’re happy with what you
get in return — maybe great roads, schools that don’t
disappoint and a wealth of public parks and open space —
you might be willing to pay the price. But if you’d rather
trade in those perks for space, search nearby areas for a
property tax deal.
For example, a property tax bill in the Chicago area can
run $8,000 on a $200,000 home. Just an hour’s drive away
in southern Wisconsin, $200,000 can buy a larger home
or one with more land, and the property tax bill could be
only about $3,000. That’s $416 a month in savings for more
house — a win-win that leaves more of your hard-earned
dollars in your pocket.
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