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The claimi process (In general)

Claim 1s submitted te Undenvrter (either fem
agent; Insuredt or third party)

Acknowledgment Is sent te insured withr Preof: of
Less (promulgated form))

Investigatien; by claim: atterey: (Usually includes
reguest fer file or information: firen agent)

Coveragerdetermination and, liFcoveread, plan ofi
action determined.

Matter concluded and file' closed.



Examples of recent claims



FIXING THE EIX

Owner owns Lets 1 & 2 and sellsi et 1, but Deed and
Deed of Trust Incorrectly descrine hoth Iots. OwWner
contracts, ter sell Lot 2 and! title: cempany: dISCOVENS EXror.
he prior title: company/ Isi contacted, a corrected [Deed IS
filedl and sale of Lot 2 cleses. Six months: later the
Insured: s, notified that nis Lot 2 IS pested for foreclosure
I two weeks.  Unifortunately, the deed ofi trust Was
MEVEr GCorrected.



ACCESS

1. Easement of record, but never used. No
survey Isiin the file. Easement Is
expressly insured andnew: GWREN: of
Senvient estate contests easement and
claims; It hasi been abandened. Litigation
ENSUES.



2. Invelves Uneevelopead acreage. Prior
plats andfagreements estanlish an “acecess
easement” ruRning east-Wwest: threugh
jarge tiract: \When tract 1S actually;
subdividedand the southermn tract IS seld
e development, the property line:is
MEVEW NOKLA ol the access easement by 8
fieet, 1o meet an apparent City,
requirement for placement of the fire
hvdrants.



Buyer andl seller enter a new easement agreement and
later file a revised plat te refiect the new access abutting
the northern tract, whichiis; Its only access; Later, When
property nerthern tract IS seld fier development, aceess| IS
lAsured y: Way: eii pror plats and new: easement
agreement.

Deed! off tiust en servient estate (seuthelmn tract) IS
fecorded hefore new: easement agreement anadirevisead
plat. As censtruction’ on| InsuUread tract Commences the
note secured by the servient tract Is seld, new: lender
ferecleses;and claims new easement and plat are niernor
and Werne “cut ofif* by fereclesure and old plats dernot
providereasement ter new: tract as sulbaivded, so) that eur;
lsured is landliecked:



FORGERY AND IDENTITY THEFT

Eergerny/~-Signing someene else’s name, usually, eutside: of
closing.

Actual examples:
-current girlfriend forges ex-wifie's; signature: en deea.

-adopted hrother ferges sister's signature on deed te sell
INhented property.

-forged release, often net In connection wWith a
transaction;

Be careful off documents executed eutside of clesing ana
“stray” releases.



|dentiity: thett

Usually 1nr connection With mortgage
firaud:

Actual cases:

= Property was foreclosed and purchased firom
enader.

n| Property was “flipped from seller tor A then' to
B.

= B was not the real B.




Mortgage: breker hadi stolen B's identity,
Used It te get financing and had
established a phone Aumber anad fiake
letteread 1o verify false employment
Infermation on lean application.  Real B,
firon Califernia, contacts lender Whenishe
[eceived a defaulit netice and threatened
10, sue fer wrengfully: damaging her credit
ifthe lender fereclosed. WWe: eventually
convinced B te convey: tora subsidiary
entity’ sukject to the lien so the lender
coula foreclese.



DEAL IS NOT DONE UNTIL...
PAPERWORK IS DONE

(CORRECTILY)
True Real Lifer Examples |
Have seen: 5. Deed and| DT filed 18
1. Missing page i D moenths after clesing.
2. Dif witheut legal 6. DI With incorrect legal
description (2x) description
3. Dis recorded! In wreng 7. Deed witheut legal
eLder; description
4., DIl o Wreng| preperty 8. Deed and DIF recorded in

Wrong county



OH, YOU MEANT THAT LOT!

Owner Is refinancing. Order Is phaoned in: by,
lender. itle dees; title: searchand examination
and prepares title binder. Loean ¢closes at
lender’s effice. Clain Is filed fier missing
mortgage payohl: Claimiisipaid. [Lean IS
fereclosed. [Lean IS assigned hack te erginal
lender. Originalllender sells propenty. Purchaser
moves in. LLender saysiwe Insured wreng let.
Goetchallf@wner ewned tworadjacent lots. WWihal
Were the odds of that?



T'he best (or worst) yet on property
mIX UpS

OWnEr Seeks financing for Improvements; te
meblle home. He owns 1 2 acres; mother ewns
RAeIghbeng tract. Home encroachies on
moethers tract, so she deeds) 1/4 acre te him.
Loan cleses and policy Is Issuied. Lender
forecloses then makes; a clain, as It Seems, the
DIl legal enly cevers the' 1 Y2 acre: tract, while
the policy Insures the validity, of the lien enly: 6n
the ¥ acre: tract. Neeadless| te) say, neither the
POFOWENR WG Was feleclosed ner IS mether are
\Very/ Cooperative in curing.




PAYOFF ODDITIES:
RELEASE FRONM WRONG LENDER

Sellers had seven moertgages oni their property.
Fhe first five were withithe same: lender.  The
title agent: sent seven releases ofi mortgage: to
the'lender. They signed alliseven. Tihe ether
lender filed foreclesure hasead! Upon| thelr o
mertgages. Isnit Word precessing great? Yeu
just click, copy:and click;, paste. No extra

typing.




WRONG LOAN

Berrewer has tWwoileans fiiem same Iender,
ORE Seclred By property, other was car
loan.  Cleser, Unaware ofi calit loan,
[eguests payefi, Which Iender gives;, hut
e Wireng lean. We:'are netified wWhen
lender Is foreclesing, threatening te “Wipe
EUT™ eUr Insured lender.



OTHER DEBT

Sellerrlias lean! secured oy property, WhRICHIS
pald at clesing.  Same lender had recentiy,
ohtained a judgment against seller on ether
debt. AJ was filed afiterr sale, but lender claims
that “dragnet” clause in DiFincluded the
Jjudgment. Case was tiied and clear instrtictions
firom cleser When sencing) payef, Including Ietter
Speciiyinglean numiker and that release: of lien
Was required, saved the day.



WHEN IS A PAYOEF,
NOT A PAYOFF

Clesing oeff refinance.  Title Binder shows
three unreleased mortgages. OWREer says
ORE morigage was paid ofii 0y Brandhx
itle Cempany’ five months agoe. You
check with: Brand X. Yes, they refinanced
and paid: efi tWwo mertgages. You Close
and payefii twe mortgages. Wihat de; you
mean they: are foreclesing?




ONE RELEASE IS
AS GOOD AS ANOTHER

Clesing a refinance. hitie BiInder shews
ene mertgage ter e paid andireleased.
Youloktain a payefi. It seems awitliy lew.
Youl pay. The'lender releases. Owner
COMES te you with fereclosure demand.
Wy didi't semeene tellime the mertgage
lnad been assigned?



Semetimes; ItS net Worth the: paper
itS Wiritten: on

Ealser pilisipaid-akfidavits reni coptractior. Sus
then file lien: affidavits.

False affidavits of debts and liens. Other Deeds ofi
[rust filed laefore: closing.

Ealsernelrship akfidavits.

Ealse hemestead designation.



THROWING GOOD MONEY AFTER
BAD

YOU clese on a transaction. A contractor IS te
install seme aluminum siding after clesing. You
hoeldback fren the Seller's; preceeds fiex the
nstallation ofi the siding.  Yeu Send ene check to
the contractor. It gets lost. Youl stop payment.
YU send a second check. The buyer comes in
and says they paid the coptractor.. Youl el a thila
check and give it to the buyer. How many: times
do yeu have te pay for one Improvement?



WHAT YOU CANNOT READ,
CAN HURT YOU

ARl undeveloped tract of land Is being hought By
some! land investors. You search the chain of title
and lecate a 1947 waliranty deed. e secona
page offthe warranty, deed firom the county: clerk’s
records s illegible. You insure the property.
Eifteenyears later, the landiis Being sold ter a
SheppINg center developer With VISIons of a
Qreceny stere on the property. The new: title
IAsuUrance agent uses a different: title' plant te
locate a better copy of the 1947 warranty deed.
They can read the second page. SURPRISE!!!
Wihat Is an overworked title examiner to do?



AT LEAST, | KEPT MY EYES
ON THE ROAD

YoUu are closing on a construction mortgage. You| drve out te do a lot
INSpection| before recoerding the mortgage. All yeu cani see Is native
vegetation, at least, that Is' alllyeu can see fiem the drivers seat of your
car. You record. You ferget the lot inspection. Yearslater, the general
contractoer for the two: story motel en the ot claims he put out Wooden
survey: stakes to mark the foetings for the foundation the night befere
your mmspection.  The mechanic’s liens total $1..5 millien.  Youl can't
rememier what you saw or didin’'t see.. Besides, you can't See Wooden
survey stakes at 30 miles per hour. That's nght.



IF YOU CAN'| TRUST A
LAWYER, WHO CAN YOU
TRUST?

A lawyer representing the: seller sends youla purchase
agreementwith a metes and lheunds;legal descrhption on
an out-ef-county clesing. You send the purchase
agreement withilegal description te the title' insurance
agent In that county. The other title insurance: agent
PErforms a titlersearch and Issues a titie: binder shnewing
title in yeur seller’si name, but the legall description IS'en
an adjacent piece of preperty. The lawyer prepares the
walrranty deed' for the seller tersign. The lawyer uses the
legal description on the title' binder. You clese oni the
second legal description. What Is an overnwerked escrow
officer to do?



Restrictions

[farge: tract Is restricted to residential use: enly inf 1948.
Over the next 50 years the preperty Is subdivided and
transierred many: tines, But Rever developed, other than
a few heuses on seme: of the smaller parcels. lnsuread
PUICases prime tract, WRICHIISI ReW. frontage, for
commercial development. When; constitiction starts,

AeIghors ehject and lawsuit Is filed. Even| the el stuff
Matters.



You want to do what with the
PlOPErLY?

Prior deedi restricts property terresidential
and semer commercial tses, pui: pronikits
Uise for stoerage: inf multiple buildings.
Examiner mISses; the restriction. Guess
What theinsured Wants; ter de Wihat With

e’ property?



Constiuct a selii sterage: facility for Which
plans have Been: drawn: ane construction
JUust commenced Wihen insured Is; notified
Off restriction. Applalser We' retain
determines that there s ne; diminution:in
value, therefore no lIoss on the: policy, as
e’ property nas; ether commercial Uses
allewed by restrictions. Very unhappy.
InsuUred sues for had faith.



Minerals, timber and: gravel

Severall claims invoelving missed! minesal
fesenvations, eiher infwhele, or partiali interests.

Prior tinber deed missed i examination: results
I claim fer diminution for lost tIMBEr Hghts.

Resen/ation of “clay, sand, gravel, sod and
grasses” In deed several links back in the chain
leads te) litigatien against the insured By sen! of
the ewner that made: resernvation| fier rnght to
femove gravel.



Mertgage: Eraud

Red Elags:

. Dees the transaction| invelve a fiip?
(A recent or simultaneoeus; sale, particularly with a sharp IRcrease In prce.)

IS the seller I the contract In' title?

DEES the commitment reflect the: true: record oWner as of
the plant date?

IS the owner shown onl the: tax rells consistent wWith the
record OWnREr shown IRl the commitment?



2. Isia “straw: buyer” invelved?

v IS thererany/ Indication; that: the: ultimate
purchaser will net take inmnmediate
POSSESSION| Of the preperty?

IS there a trust invelved and Who IS acting
ORI behalf eff the: trust?



3. IS thhere any. Indication of falsifiear credit
applications?

4 1S the appraisall infiated? Is there: a large
dispality between the sales price and
appraisedivalue en tax rolls?



AlE YOU PEING askea Lo o anytning
Which vielates the lender’s
closing INStrUCtions?

v Are there any. payments to third parties
firom the sales proceeds, receipt of filnds
firom third parties; use ofi gifit funds, oI tse
eff cashi In’ the: transaction?



IS there anything misleading or
false on settlement statement?

Are all seurces of funds listed,, are' there
any diskhursenments to parties not identified
on the settlement statement?



TThe Players:

“Strraw: buyer:
Appraiser
Closer

Seller

Lender

Perpetrator (Imertaage broker)



Lender’'s responsinility:

Lenaers always leok at the transactieon: in
20=20 Rindsignt.

Many will“play: thervictim, regandiess; of the
InNfiermatien o Knewledge: they PeSSessed
At the: time: the loan Was made.

Costly’ anal time: consuming litigation, even
lif NG BASIS o)X lIalility.



Loan Brokers

Often at' the roet of the pronlem.

Seme: courts have held that they: are the agent
o) the herewer, not the lender:

Do net assume that all infermation; previded tora
loan; broker gets to the lender, or that It gets
there exactly as It Ieft your: ofifice.

WWe have seen altered commitments, run Sheets
and settiement statements, as well as forged
decUMmEnRts,



The Conseguences

Suits against: tie agents (@nd semetimes
Undenwriters) alleging a cemnspiracy. to defiraud?
lenders.

Action by Eeds (HUDrandl ether agencies) and
state regulaters; (TPI); fer violatiens; eff RESPA
and state regulatiens. Infone case invoelving
muluple: transactions) a company. Was fined a
ietal el $6:.2 Million;

Criminal action’ against closers mvelvediin
transactions. In one case, closer wasisentenced
10 97 menths: In federal prison.



General Clesing Instructions

Moertgage: Bankers Asseciation: Draiit 02/06
“Eraud Prevention®
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Class Actions

RESPA Vielations:

5 QVercharging for sernvices rendered; generally held to
not be a vielation ofi RESPA.

a markups; “fees charged By settiement service
Providers te ConsUmers; for settiement Services
provided by thiradl party~-vVendors) I excess of the fees
that the third-party’ Vendors charged to the' providers
for these: Services, Without the: previders performing
any: additional services.” Split In Eederall Courts oVer
Whether markups; violate RESPA:



Other Class Action Litigation

Vielations: eff antitrust: laws, Suchias
dllegatiens that titlerconipanies discussed
and set the price for title insurance in
Califermia durnng| refifbeom.

Allegations that title: companies de net
previde applicanie disceunt rrates;
s [lexas R-8'and R-18



STEWART TITLE GUARANTY
COMPANY

Stephen C. Reid, Il
(972) 308-80886
Streld@stewart.com
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