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Fraud protection
protocols and processes

Between a down real estate market and rapidly advancing
technology, internal fraud is perhaps more prevalent than ever.
Learn a variety of ways title agents can defend themselves
in today’s fraudulent world.

In the late 1980s and early 1990s, there was growing
concern in the U.S. about crime. Felonies were on the
rise nationwide, so much so that many experts thought
society had changed. They feared the trend was
irreversible. A similar fearful environment now exists
in the title insurance industry because of fraud. In this
case, experts and non-experts alike don’t think
something has changed, they know it. Technology has
altered the way title agents do business, which has
opened up a plethora of new fraud pathways.
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“The best way to describe today’s environment is one
of rampant fraud. Our whole industry is under attack,”
said Dick Reass, president of RynohLive on October
Research’s “Combating Internal Fraud: People,
Processes and Technology Firewalls” Webinar. He said
over the last several years, underwriters lost more than
$1 billion because of fraud, embezzlement and
defalcation.

For title agents, especially non-affiliated agencies, the
consequences echo beyond the size of that estimate. It
could translate into diminished trust from the
underwriters.

Brent Scheer, chief financial officer for Agents
National Title Insurance Co., showed Schedule P

figures from the last nine years that illustrated the

subtle growth of direct agents.

“What you see is typically direct versus [independent]
agents throughout history, until last year,
[independents] were almost two points better in terms
of percentage of revenue. But somewhere in 2007, that
changed and now that’s coming down,” he said. “When
you look at the revenue, you’re seeing the affiliate
agency going down, the overall non-affiliated agency
going slightly down, and directs being more
pronounced going up. Bottom line, in the past, the
independent agency had typically been a better risk in
terms of loss, and now that might be coming into
question.”

Scheer said he’s already seen some underwriters taking
money away from the agents to set up a “super escrow
company.”

“The loss experience from the agents is so much
more than direct operations,” Reass said. “It doesn’t
take much self-analysis to say, I only get 20 cents on
the dollar [with agents], and I lose a heck of a lot
more money here. And with my direct shop I have
real good controls; I’'m not losing as much; and I'm
getting a whole lot more money. ... So what can we
do?”

As it turns out, the U.S. crime wave wasn’t irreversible
and for a variety of reasons the problems started to
decelerate. Will the title industry be as fortunate?
According to the experts on the Webinar, putting in
place the proper process, protocols and technology is a
good start.
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