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HOW TO READ A PRELIMINARY REPORT

Preliminary Report Top Sheet
Will any of these situations affect your transaction?
 Yes No
� Are your principals exchanging this property? 

� Will your principals be using a power of attorney? 

� Are any of the parties in title deceased? 

� Has there been a change in martial status? 

� Will there be a new entity formed? 
 (ie: partnership or corporation)

� Are the sellers of this property non-residents of California? 

If you answered "Yes" to any of these questions, please call your Escrow Officer.

� Do all parties signing document have valid photo I.D. or drivers license? 
 If "No", now is the time to apply for a valid I.D.

This is a brief overview, please call your Escrow Officer if you have additional information that 
you think may be important, or if you have any questions.

Thank you for choosing Fidelity National Title.
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A Preliminary Report, (Prelim), is a report which shows the terms upon which the company may 

issue its policy.  It is not a policy nor a commitment to issue a policy, it is an offer to issue a 

policy provided all terms are met.  The Prelim shows exceptions, generally reporting of recorded 

documents that describe the property in question (PIQ), and items, generally requirements made 

by Fidelity National Title Company.

The Prelim is issued after the search and examine procedure has been completed.

The Search is made of the public record, generally including the following public offices:

■ The County Recorder of the county in which the real property is located.
■ The Taxing authority(s) that levies taxes and assessments on real property. 

And Sometimes- 

■ The clerks of the various courts of the State of California.
■ The Clerk of the United States District Court.

In addition to the above mentioned public records, certain types of policies and endorsements to 

be issued by the Company require a physical inspection of the property.  This inspection may 

disclose additional information, information that may be necessary to reflect in the policy.  The 

company always reserves the right to add additional items of make further requirements after 

reviewing the inspection report or after reviewing any documentation that might have been 

requested.

Following is a brief explanation of some of the more common items shown in a Prelim together 

with an explanation of some of the preprinted items shown in a report.  The preliminary report 

provided is a sample report.  The following numbered paragraphs correspond to the numbers 

shown on the sample Prelim.  The report is not an actual report, it has been assembled as a 

teaching tool.
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1 These 6 paragraphs are required information under Insurance Code 12414.30.  These 

paragraphs are designed to inform the customer exactly what the report is and is not.

You should always direct your client’s attention to this cover page of the report and 

ask them to read it.
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2 This is the address of either the Escrow office of Title office where all questions 

should be directed.

3 The information appearing between these two lines is informational only and is 

designed to provide useful information to the customer.  Quick reference to property 

address, owners name, order number as well as the names of the Escrow Officer and 

Title Officer.  This information should be used on any correspondence or used for 

identification purposes during any conversations regarding the transaction.

4 This date is not the date the report was ordered, not the date the report was mailed it 

is the Plant Date.  The plant date is the date and time to which the public records 

have been posted to the plant and examined by the title department.  You may need to 

explain this difference to your customer.  If the report has gotten ‘old’ it will be 

necessary to order an updated preliminary report to bring the effective date current.  

The difference between the effective date and today’s date is also the reason you need 

to alert the title department to ‘datedown’ the file before sending the recording 

package, a two or three day alert can save a lot of time and trouble on the day of 

close.

5 This area shows the type of types of policy(s) that Fidelity has been requested to 

issue once the transaction closes.  It is important to remember that some policies, 

most notably those insuring construction loans, will require that Fidelity physically 

inspect the property before close of escrow.  It is very important to notify your Title 

Officer of any changes in the type of policy being requested of if information 

obtained during the course of the escrow discloses the possibility of construction or 

the need for an inspection.  The sooner the inspection is made, the better.  The sooner 

a new report can be issued showing any additional requirement that must be met, the 

better.

6 This item indicates the type of estate that the vested owner holds in the real property.  

Estates in property may be:  legal or equitable; real or personal; vested or contingent; 

in possession or in expectancy; absolute, determinable, or conditional; sole, joint, or 

in common; of freehold or less than freehold.  The quality of the interest which a 

person has in property.  In most instances, for title insurance purposes, ‘a fee’ or ‘a 

fee and easement’ combination are the most frequent estates insured.  However 

leasehold estates are not uncommon.

7 This is the ‘vesting’ and shows, as of the date of the Prelim, the name of the person or 

entity who holds title to the estate shown directly above and explained in paragraph 

6.  Also included is the status of the vestee, (i.e. single, married, etc.), and the manner 

in which they hold title, also referred to as the tenancy, (i.e. joint tenants, community 

property, etc.).  It is very important for you to verify this information immediately 

upon receipt of the preliminary report.

8 This is the legal description of the real property for which the Prelim was prepared, 

PIQ.  Fidelity requires that all documents to be recorded at the close of the 

transaction contain this exact legal description.  Any discrepancy between the legal 

description in the Prelim and in the documents to be recorded should be discussed 

with the Title Officer as soon as possible to avoid any delay in the closing of the 

transaction. CAUTION: If the legal description on the Prelim has the word 

‘RESERVING’ please contact the Title Department Manager immediately. 
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9 Matters that affect the real property will be shown following this paragraph.  These 

matters, called items and exceptions, will either be shown in the policy(s) to be 

issued, or must be disposed of prior to the issuance of a policy.  These items and 

exceptions are to be paid off and released, or otherwise eliminated, prior to or 

concurrently with the issuance of said policy(s).  The usual matters shown here would 

be taxes, easements, CCRs, deeds of trust and money liens or judgments.  Look very 

carefully for items or exceptions that require some action on the part of you or your 

customer that are out side the ‘normal’ or ‘usual’ steps that must be taken to close a 

transaction.  Sometimes the report is telling you that we will not be able to close at all

unless certain information is obtained or certain actions taken.  Save yourself a 

headache-spot and deal with this type of item promptly.

10 Most real property is subject to property taxes assessed by the tax collector, churches 

and government property being the most common exceptions.  Tax information will 

always be shown as the first item in the Prelim because taxes have priority over all 

other matters.
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11 Items 5 and 7 are both easements, one created by a recorded document and the other 

as shown on the “map of said tract”.  Said tract being the tract referred to in the legal 

description.  It is important to remember that an easement shown as a numbered item 

is an easement that crosses the PIQ.  If it is necessary to own an easement across 

someone else’s land in order to have access to the PIQ that would be shown as a 

‘Parcel 2” in the legal description-Exhibit “ONE”.

12 Covenants, conditions and restrictions, (CCRs), are limitations or qualifications on 

the use of real property, usually imposed by the developer of the subdivision.  If 

requested, Fidelity will be happy to furnish a copy of the document imposing the 

CCRs so that any party to the transaction will be aware of what those limitations are 

regarding the use of the property.

Traditionally only certain aspects of the CCRs are mentioned in a preliminary report.  

This report shows a mortgage protection clause, recites that assessments are levied 

and gives the address and phone number of the Homeowner’s Association.  There 

could be additional subparagraphs-modifications of CCRs to name one.
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13 In California deeds of trust are used almost exclusively, not mortgages.  A deed of 

trust is a conveyance, in trust, from the owner of the property to the named trustee for 

the purpose of securing the repayment of a monetary debt or some other form of 

obligation.  If this item is to be paid off concurrently with the close of the transaction, 

the beneficiary of record must be contacted in order to obtain the demand and the 

documents necessary to obtain a reconveyance of the deed of trust.

When the original Beneficiary sells the note to another lender, an Assignment of 

Deed of Trust gets recorded disclosing the name of the new lender.  Assignments can 

be for only a portion of the value of the note.  The amount or percentage assigned 

will be shown on the assignment.  This fact should be shown in the preliminary 

report.  Read carefully to make sure that your demand has come from the correct 

party. 
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14 Item 13 is reporting an abstract of judgment and item 14 is reporting an    installment 

judgment.  An abstract of judgment is recorded as a result of a judicial 

determination as to the winner, called the creditor, and the loser, called the debtor, at 

the conclusion of the lawsuit.  The debtor could be a former owner, the present owner 

or the proposed buyer of the property.  Once again, immediate attention should be 

given to this item as the creditor must submit a demand and a satisfaction of 

judgment prior to or concurrent with the close of the transaction if this item is to be 

eliminated from the policy(s).

An installment judgment for spousal support or child support can be against a 

former owner, the current owner or the proposed buyer of the property.  This is a 

continuing judgment, each installment becoming a lien as it comes due.  An 

Acknowledgment of Satisfaction of Installment Judgment of Acknowledgment of 

Matured Installments is required to be recorded concurrently with the close of the 

transaction.  If judgment is against the current owner selling the property, it can be 

eliminated from the policy(s) providing the appropriate Acknowledgement was 

recorded with our transaction.  If the cebtor remains in title, this item will be shown 

as an Acknowledgment of Matured Installment is good through April and the escrow 

is delayed by even one day, resulting in a May closing, new documentation will be 

required before the transaction can close.  See the * on the sample report.

15 A federal tax lien will be filed by the Internal Revenue Service as a result of a 

taxpayer’s failure to pay taxes.  Customers frequently ask to have money ‘held’, close 

now and pay the demand when it comes.  Bad Idea?  It is not possible to calculate an 

IRS payoff from the information furnished on the recorded document.  The IRS can 

include soms due from other liens, from unrecorded liens, in short the demand can be 

for many times the face amount of the lien.  DO NOT agree to this plan.  Similar type 

liens may also be recorded by the State of California for the Tax Collector of the 

County for various reasons, such as failure to pay state income taxes of failure to pay 

unsecured property taxes.

16 Besides being evidence of a monetary lien, item 16 is what is known in th title 

business as a RED FLAG.  You see one mechanics’ lien be prepared to see more!  A 

mechanics’ lien or Materialmans’ lien is a statutory lien (no court action is required in 

order to record a lien) in favor of someone who has furnished labor or material 

towards a work of improvement.  If the property owner disputes the validity of the 

lien, a bond can be obtained from the surety company and, once recorded, this bond 

will remove the mechanics’ lien from the property.  Never accept a bond yourself, 

forward immediately to your title officer so the bond can be examined and 

determination made that all statutory requirement have been met.
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17 Items 18 and 19 are a requirement.  Look for this type of item- Read it carefully, if 

these requirements are ignored or not ‘worked on’ until right before close-recording 

day can be a nightmare.  This type of item is a request for information from someone; 

or is requiring that some action be taken in order to obtain the information; or giving 

notice that the Company must obtain some information before the report is complete.

18 Items 20 and 22 indicate that when the title search was made, many items, such as tax 

liens and abstracts of judgments, have been recorded against people having the same 

or similar name as the party(s) to the transaction.  In order to determine whether these 

items are against the parties to the transaction, it is necessary to obtain a “Statement 

of Information” (SI) from these parties.  If one of the parties to the transaction is 

“John Smith”, many documents will have to be examined to determine if our “John 

Smith” is the same as the individual shown on these documents.  This can only be 

done after the “SI” has been received.  The sooner the Better!  The “SI” provides lots 

of information that can speed us a search, the age of the individual, how long they 

have lived in the county in question etc.  If every party to every transaction submitted 

a “SI” early in the process, the quicker an “all clear” can be given.  You can assure 

your client that the information will be kept confidential. 

19 “End of Items”  Don’t stop reading here!  Notes are important too.
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20 Don’t skip this item, it states that Fidelity will attach the CLTA Endorsement Form 

100 to the anticipated Extended Coverage Loan Policy when issued.  If the company 

is unable to issue the 100 Endorsement or will have to modify this endorsement this 

is where you will find that information.  For Example, this note will not appear if the 

property is vacant or if the order is for construction.  DO NOT order a 100 

endorsement without checking with title if you do not see this note. 

21 This item is shown when the customer has requested a 116 or 116.2 ( for condos) 

endorsement be issued with the anticipated Extended Coverage Loan Policy.  DO 

NOT order either of these endorsements if the property is vacant or if there is a 

construction loan, call your Advisory Title Person if you have questions.

22 Many lenders require a ‘6-month or a 24-month chain of title’.  In this instance a 

‘chain of title’ is a list of all conveyances, including the names of the grantors and 

grantees, that have recorded in the time frame requested.  This information is very 

important to a lender as it gives a brief history of the ownership of the property.

23 This item will show whether the escrow officer should charge the customer the full-

tern rate or the short-tern rate for the policy(s) to be issued.
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24 The next four notes, notes 8, 9, 10 and 11 of this sample report, are notes that the 

Company requires to appear on every preliminary report issued.  The information 

provided has to do with “good funds”  requirements, notification of the fact that we 

are allowed to charge a cancellation fee and some information regarding out of state 

sellers.  Please direct your customer attention to these notes.
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This Sample Preliminary Report does NOT include every item or every variation of possible 

items that could appear.  It is very important to remember that a Prelim must be read item by 

item.  Each item ‘stands alone’ and must be considered separately before it is considered in 

conjunction with any other related item.  It is not possible to teach the meaning of each item or 

to give clear instruction as to what must be done with any given item- it takes a few years to 

become a good examiner!  ASK, take the time to ASK.
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