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Escrow Alert

New Legislation on Short Sales

New litigation was passed that 2nd Mortgages can no longer request
Seller Contributions or go after Deficiencies. A 2nd lender on a sale we
closedlastweekcalled thereal estateagenttogetanew hud toremovethe
contribution because they now have to refund the seller. We have more
Escrows scheduled to close this week that have huge seller contributions.

Governor Jerry Brown signed into law SB 458 on July 15th. This bill
will prevent second mortgage holders from pursuing a borrower
after the closing of a short sale for the remaining balance on a loan.
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August Events

28th Fremont Festival of the Arts—The Largest Street Festlval
August 6th & 7th 10:00am to 6:00pm R

San Ramon Dougherty Station Lawn—17011 Bollinger Canyon Rd
August 19th - Movie on the Lawn : Toy Story 3

Pleasanton Concert in the Park , SPONSORED BY FAST & FURIOUS
Lions Wayside Park, July 29th- 7:00 to 8:30pm

Ist Wednesday Street Party—Main Street, Downtown Pleasanton
Aug 3rd- 6:00 to 9:00pm

Taste of Downtown Livermore

August 6th & 7th, 2011 - 12:00 - 5:00pm

Oakland Chinatown Street Festival 2011
Aug 27th & 28th

America’s National Night Out Against Crime - Union City
August 2nd, 5:00 to 9:00pm
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ChicagoTitle is pleased to introduce our all new Chicago Agent Lite®
software and Mobile App, available to all Realtors” immediately at
no extra charge! Chicago Agent Lite" is an innovative closing cost
W tool that will change the way you do business, helping you succeed
to the next level. Available for Desktop PC/MAC 0S, iPhone, iPAD,
Blackberry, Droid, Palm Pre and Windows 7 Phone. Contact us today
for your free copy of Chicago Agent Lite™.
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Fraud Insight is your key source for the latest news pertaining to fraud and forgery in
the real estate industry and this section provides you with tips and tools that will aid
in the detection and prevention of fraud in your transactions.

Sandbagging

In June 2008, Jefferson County Wis. was hit with severe flooding. Since many homes
were left damaged beyond repair, the Flood Mitigation Assistance Program provided
funding to purchase damaged homes from the homeowners. Unfortunately, this
story is an example of how one person tried to defraud Jefferson County to avoid
foreclosure.

Fidelity Land Title, Ltd., a title agent for Chicago Title Insurance Company,
contracted with the acquisition company representing Jefferson County in
purchasing the damaged homes. Fidelity Land Title's contract included preparing
title commitments on each property being purchased by the county.

One of the commitments prepared by Title Officer Julie Barnhart in August
2010, was on a property owned by a local builder. The chain of title revealed the
previous owner was the builder’s mother, a local real estate agent. There were
several judgments against this owner, the mortgage was in default, the lender
had begun foreclosure proceedings and a judgment against the mother was still
attached to the property.

InMarch 2011, a Jefferson County representative asked Fidelity Land Title to bring
the title commitment up-to-date. Julie prepared the update. The title search
revealed the property had transferred on November 10, 2010. Another title
company had closed and insured the transaction. Satisfactions had been recorded
for the mortgage and most of the judgments. Only two judgments remained; one
against the son and the other against the mother.
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proceeding quickly enough. The builder was going to lose the property to
foreclosure so he convinced an investor to purchase the property from him
through a short sale. The investor paid $100,000 for the property when he
purchased it on November 10, 2010.

The same day the investor sold the property back to the builder for
$232,000 under an unrecorded land contract. The builder intended to sell
the property to Jefferson County under the Flood Mitigation Assistance
Program for $244,000. Out of the proceeds the builder intended to pay
the investor $177,000. Apparently the county was still willing to purchase
the property but the title had to be back in the name of the builder. The
representative at the county had plans to record the land contract, a deed
in fulfillment and then a Deed from the builder to the county.

Julie decided to review the file with Chicago Title Insurance Company
Underwriting Counsel. Together they agreed it would be better to allow
the other title company to close and insure the sale from the builder to
Jefferson County. In the meantime, a representative from the other title
company called Julie, at the urging of the builder’s mom, to see if she
needed anything from them in order to close. Julie explained they had
decided not to insure and instead referred the deal to the other title
company, as they insured the most recent sale. Julie did mention they
should ask for a copy of the land contract.

Next, Julie called her customer at the county to let him know she would
not be able to insure this deal. A couple of days later, she received another
phone call from the other title company thanking her for telling them

THIS 1> Al €ALETIIVIT UL UIE LUTIEHL DHEJDZI 1 UIdU 1> TUT HIUHIVIYayes i
(alifornia. The new law also bars any short sale lender from requesting or
requiring any contribution from the seller. Lenders have had two paths
to get sellers to share the deficiency: Recourse after the short sale and
Contribution at the short sale closing. January’s SB 931 stopped recourse
for first lenders; Friday’s SB 458 stopped recourse for junior lenders and
stopped all contribution.

SB 458 applies to 1to 4 units in California, and is only for a short sale. This
does not protect someone who goes through foreclosure. Junior lend-
ers such as a second or third mortgage, including HELOCs can no longer
pursue a deficiency after a short sale. California Association of Realtors
President Beth L. Peerce stated: “SB 458 brings closure and certainty to
the short sale process and ensures that once a lender has agreed to accept
ashort sale payment on a property, all lienholders — those in first position
and in junior positions — will consider the outstanding balance as paid in
full and the homeowner will not be held responsible for any additional
payments on the property.”

This bill became effective as soon as it was signed due to the urgency
clause in the bill. Exceptions to the new law include a lender seeking dam-
ages for a borrower’s fraud or waste; a borrower that is a corporation, LLC,
limited partnership, or political subdivision of the state; a lien secured by
a bond as specified; a public utility lien; and additional rules apply if a
note is cross-collateralized by more than one property.

For more information on SB458, please click on link below.
http://www.car.org/newsstand/newsreleases/sh458/



