Module 16 - Life of An Escrow

· Lesson 1: Overview & Downloads
· Lesson 2: Overview of the Escrow Process 
· Lesson 3: Understanding Title Insurance
· Lesson 4: What The Lender Does
· Lesson 5: Your Role During the Escrow Process
· Lesson 6:  It's Game Time! 

Documents to Download
· Life of an Escrow – ROC Title
· ROC Title Flow Chart
· Preliminary Title Report Handout from ROC Title
· Contract to Closing Checklist
· Your Home Loan Toolkit (Consumer Brochure from CFPB)
· Guide to Closing Forms (Consumer Brochure from CFPB)
· Your Closing Checklist (Consumer Brochure from CFPB)

“Successful and unsuccessful people do not vary greatly in their abilities. They vary in their desires to reach their potential.” – John Maxwell


Lesson 2: Overview of The Escrow Process

What Is An Escrow?
It all begins with the offer and acceptance skillfully negotiated by the real estate agents representing Buyer and Seller.  

An escrow is an independent "stakeholder" account and is the vehicle by which the interests of all parties to the transaction are protected.

The escrow is created after you execute the contract and becomes the depository for all monies, instructions and documents pertaining to the sale. Some aspects of the sale are not part of the escrow. For example, the buyer and seller must decide which fixtures or personal property items are included in the sales agreement.  Similarly, loan negotiations occur between the buyer and the lender. 

The escrow officer creates instructions based on the terms of the Purchase Agreement and the lender's requirements. The escrow officer can hold inspection reports and bills for work performed as required by the purchase agreement. Other elements of the escrow include hazard and title insurance, and the grant deed from the seller to the buyer. Escrow cannot be completed until these items have been satisfied and all parties have signed escrow documents.

How Do You Open An Escrow?
Generally the buyer's agent opens escrow. As soon as you have an accepted offer, complete an escrow open order form.  This form, filled in completely will help your escrow staff in insuring that the escrow process is done correctly the first time around.  Always remember to let your escrow staff know your commission percentage. 

Make a copy of all the contracts, disclosures, counter offers, addenda and attach the Earnest Money Check and the completed open order form.  This is the packet needed to open the escrow.  Either deliver it to the escrow officer or arrange to have a runner pick it up.

Earnest Money Deposit
Always request a written earnest money deposit receipt from the Escrow/Title Company.  Advise your buyer that the funds will then be deposited in a separate escrow or trust account and processed through their local bank. 

What Information Does the Buyer Need to Provide? 
The buyer may be asked to complete a Statement of Identity as part of the paperwork. Because many people have the same name, the Statement of Identity is used to identify the specific person in the transaction through such information as date of birth, social security number, etc. This information is considered confidential.

How Long is the Escrow?
The amount of time necessary to complete the escrow is determined by the terms of the Purchase Agreement. It is normally 30 to 45 days, but can range from a few days to several months.

Signing of Documents
Assists the buyer and seller with signing all required documents to close the escrow.

Recording Documents 
The title company records the appropriate documents with the county office, giving public notice.

Disbursement
The title company disburses the documents and money to each party involved

What the Escrow Officer Does

· Receives an order for escrow and title services
· Places order for the preliminary report or title commitment for the subject property 
· Acts as the impartial "stakeholder" or depository, in a fiduciary capacity, for all documents and monies required to complete the transaction per written instructions of the principals
· Prepares the escrow instructions and required documents in accordance with terms of the sale
· With the authorization from the real estate agent or principal, orders demands on existing deeds of trust and liens or judgments, if any. 
· Reviews documents received in the escrow: preliminary report or title commitment, payoff or assumption statements, new loan package and other related instruments
· Reviews the conditions in the lender's instructions including the hazard and title insurance requirements
· Prorates the taxes and insurance upon instructions from the buyer and the seller.
· Presents the documents, statements, loan package(s), estimated closing statements and other related documents to the principal(s) for approval and signature, and requests the balance of the buyer's funds
· Receives the proceeds of the loan(s) from the lender(s)
· Determines when the transaction will be in the position to close and advises the parties.
· Assisted by title personnel, records the deed, deed of trust and other documents required to complete the transaction with the County Recorder and orders the title insurance policies.
· Depending on the property location, the recordation of the documents may occur after the closing date.
· Closes the transaction by preparing the final settlement statements, disbursing the proceeds to the Seller, paying off the existing encumbrances and other obligations.
· Deliver the appropriate statements, funds and remaining documents to the principals, agents and/or lenders.




Lesson 3: Understanding Title Insurance

Most real estate transactions are closed with a title insurance policy.  Many home buyers just assume that when they purchase a piece of property, possession of the deed to the property is all they need to prove ownership. This is not true. Hidden hazards may attach to real estate.  A property owner's greatest protection is a policy of title insurance.


What is Title Insurance?
It is a contract of indemnity, which guarantees that the title is as reported and, if not reported and the owner is damaged, the title policy covers the insured for their loss up to the amount of the policy.

Title insurance assures owners that they are acquiring marketable title. Title insurance is designed to eliminate risk or loss caused by defects in title from the past. Title insurance provides coverage only for title problems that were already in existence at the time the policy was issued.

The Title Search
Title companies work to eliminate risks by performing a search of the public records or through the title company's own plant. The search consists of public records, laws and court decisions pertaining to the property to determine the current recorded ownership, any recorded liens or encumbrances or any other matters of record that could affect the title to the property. When a title search is complete, the title company issues a preliminary report detailing the current status of title.

The Preliminary Title Report
A preliminary report contains vital information which can affect the close of escrow: Ownership of the subject property; where the current owners hold title; matters of record that specifically affect the subject property or the owners of the property; a legal description of the property and an informational plat map. The preliminary report indicates the type of title insurance offered by the title company.  It also indicates the exclusions and exceptions from coverage under which the policy will be issued.

Reviewing The Preliminary Title Report

The preliminary report should be reviewed immediately with special attention to the following areas...

Verify the ownership vesting. Make sure the names on the report are the same as the names on the purchase contract.

Read the informational notes for important facts about the property.
		
Carefully review the exceptions: bonds, deeds of trust, current taxes, CC&R's and easements.

Look for surprises. If you can't locate an easement, if an unexpected deed of trust appears, etc., call your escrow officer right away. Let your title company be the problem solver. Top notch escrow officers and title companies go out of their way to resolve problems quickly and accurately.

Coverage Policy

Not all risks can be determined by a title search, since certain things such as forgeries, identity of persons, incompetency, failure to comply with the law~ or incapacity, cannot be disclosed by an examination of the public record. The preliminary title report is an offer to insure under certain situations, whereas the title policy is a contract that gives coverage against such problems.

The California Land Title Association is the standard policy of title insurance in Nevada and California. The list below shows you what is covered:

What is covered…
· A forged signature on the deed
· Mistakes in the interpretation of wills or other legal documents
· Impersonation of the real owner
· Errors in copying or indexing
· Falsification of records
· Deeds delivered without the consent of the grantor
· Undisclosed or missing heirs
· Deeds and mortgages signed by persons of unsound mind, by minors or by someone listed as single but in fact, married
· Recording mistakes
 
With regard to lender's coverage it covers:
· The priority of the insured mortgage
· The invalidity or unenforceability of the insured assignment
· The invalidity or unenforceability of the lien of the insured mortgage on the title

What is not covered…
· Unrecorded matters
· Matters that a correct survey would show, i.e. boundaries, easements, etc.
· Matters that a physical inspection of the property would disclose
· Matters known, created or assumed by the insured
· Rights of parties in possession
· Unpatented water and mineral rights


Lesson 4: What The Lender Does During the Escrow Process 
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· Accepts the new loan application and other related documents from the Buyer(s) and begins the qualification process.
· Orders and reviews the property appraisal, credit report, verification of employment, verification of deposit(s), preliminary report and other related information.
· Submit the entire package to the loan committee and/or underwriters for approval. When approved, loan conditions and title insurance requirements are established.
· Informs Buyer(s) of loan approval terms, commitment expiration date and provides a Loan Estimate of the closing costs. 
· Deposit the new loan documents and instructions with the settlement agent for Buyer's approval and signature.
· Reviews and approves the executed loan package and coordinates the loan funding with the escrow officer.


Effective October 3, 2015, Buyers who make application for a mortgage will receive a disclosure called the “Loan Estimate” or LE (previously lenders provided a “Good Faith Estimate”). It is a single, three-page form. 

The CFPB realizes that most borrowers will pay the most attention to the first page, so they provided all of the most important information (including the total monthly payment and the amount needed for closing!) in an easy to understand format on page 1.  Page 2 contains the detail of the numbers provided on page 1, and page 3 provides the most important information that was previously found on the TIL disclosure, including APR. 


The Loan Estimate
The Loan Estimate combines and replaces the Good Faith Estimate and the initial Truth-in-Lending (TIL) statement. The form highlights the most important elements of the transaction and allows for easy comparisons among competing lenders.
Find out more with our Loan Estimate Explainer
The Closing Disclosure
The Closing Disclosure combines and replaces the HUD-1 Settlement Statement and the final Truth-in-Lending (TIL) statement. The form mirrors the information provided on the Loan Estimate.
For a closer look, visit our Closing Disclosure Explainer

Lesson 5: Your Role During the Escrow Process

Your work really begins once the escrow has opened!  It is imperative to be educated on the entire escrow process so you can continue to serve your clients as a coordinator and trusted advisor.   Guide them through each step and don’t take anything for granted.

Communication between all parties (buyers, sellers, agents, escrow, title, lenders, inspectors, contractors, and other vendors) is a must through the entre process.

Use a checklist!

Communicate often with your client.

Always attend the closing appointment




Coordinate Inspections

Real estate contracts often contain contingency clauses that allow buyers to inspect the property physically (usually at their expense). This inspection provides a comprehensive review of the infrastructure of the property.

Typical Inspections 

Structural Pest Control
· To determine any active infestation by wood destroying organisms
· Section I on the report will be items that need immediate attention because of active infestation and lenders usually want the work performed prior to funding the loan.
· Section II on the report will be items that could cause infestation and, if not corrected, could cause damage.

Physical Inspection
· This inspection encompasses roof, plumbing, electrical, heating and any other accessible area of the structure.
· A detailed report will be written with recommendations, for repair or for further inspection by a specialist.

Some other possible inspections include:

· Water Conservation	
· Contractors Home Inspection
· Well and Septic	
· Chimney Inspection
· Mold	
· Heating and Air Conditioning
· Hazardous Materials
· Structural Engineering Audit
· Zoning and Building Permit	Compliance	
· Geotechnical


Homeowner’s Insurance

Homeowner’s insurance protects the new homeowner in case of accidental damage to the home. Lenders typically also require the borrower to have homeowner’s insurance as a condition of the loan. The Buyer chooses the homeowner’s insurance company.

Remind the buyer to get their homeowner’s insurance coverage binder to their loan officer and escrow

Is Flood Insurance Required?
Flooding causes $8 billion in damages in the United States in an average year. Homeowner’s insurance typically does not cover damage from floods. Learn more about flood insurance at FloodSmart.gov.


Home Warranty
As a Real Estate professional, it is your duty to inform both Buyers and Sellers about the advantages of home warranty protection. This policy protects the Buyer by paying for certain repairs and costs of major mechanical systems and major appliances in the home such as heating and air-conditioning. 

There are a variety of plans available – best practice for risk reduction is to always give your client 2 to 3 recommendations.

BENEFITS OF HOME WARRANTY COVERAGE TO THE SELLER

· Home may sell faster and at a higher price

· Optional coverage during the listing period

· Protection from legal disputes that occur after the sale

· Increases the marketability of your home

BENEFITS OF HOME WARRANTY COVERAGE TO THE BUYER
· Warranty coverage for your major systems and built-in appliances
· Protects your cash flow
· Puts a complete network of qualified service technicians at your service
	
If your buyer declines home warranty coverage, it is recommended that you get that in writing.  Use a company form and/or the actual application that often has a place for the buyer to sign declining coverage.


Buyer’s Closing Appointment

By law, Lenders are required to provide the Buyer/Borrower a Closing Disclosure three business days before the scheduled closing.
http://www.consumerfinance.gov/owning-a-home/closing-disclosure/ 

· Check the costs and compare to your net/cost sheet and the Loan Estimate

· Get the Total Cash Required at Closing and let your buyer know

Below is a list of items that your buyer will need before your escrow closing appointment …

Wire Transfer Funds
The preferred method is a wire transfer for the buyer’s closing funds.  Check with your escrow officer for wire transfer instructions and / or to confirm if a certified check made payable to the title company is acceptable for closing.

Identification
There are several acceptable forms of identification, which may be used during the escrow process.
	
These include:	
· A current driver's license
· Passport
One of these forms of identification must be presented at the signing of escrow in order for the signature to be notarized.

Lender’s Requirements
Make sure you have satisfied the lender's requirements before coming to the title company to sign papers.

Fire & Hazard Insurance
When buying a single family, detached home (and in some cases, a townhome), make sure your buyer has ordered their insurance policy before the loan has been approved. Next, call your escrow officer with the insurance agent's name and number so that they can make sure the policy complies with your lender's requirements. You must have the insurance in place before the lender sends money to the title company. 

Title to Home
Buyers must decide how to hold title to their new home. You may recommend that the buyer consult a lawyer or a qualified professional before making this decision. Check with your Title Company for any marketing material or resources available regarding methods of taking title.

After the Escrow Signing
After the buyers have signed all the necessary instructions and documents, the escrow officer will return them to the lender for a final review. Following the review, which usually occurs within a day or two, the lender is ready to fund the loan and advises the escrow officer, so that the necessary work can be completed to record the documents and "close" the escrow.

An Escrow Closing is defined as a legal transfer of title to the property from the seller to the buyer and is the culmination of the transaction.

Once all the conditions of the escrow have been satisfied, the escrow officer advises you of the date that escrow will close and takes care of the technical and financial details. Usually the Grant Deed and Deed of Trust are recorded within one working day of the escrow's receipt of loan finds. This completes the transaction and signifies the "close of escrow."

Keys and Possession
Generally, the keys to the home will be released to the buyer after recordation of the escrow documents. The real estate agents make the necessary arrangements so that the keys will be available to the buyer. Escrow does not hold the keys for release. Unless otherwise specified in the Purchase Contract, possession normally takes place after recordation of the documents. 

The deed to the new home will be mailed directly to the buyer by the County Recorder's office. The time frame is usually several weeks, depending upon volume.

Closing Gift & Follow-up

Consider delivering or sending a closing gift to your clients upon successful transaction.  

Don’t forget to ensure your ”past client” is in your CRM and on a Client for Life campaign to receive your newsletter, market updates and more.

Ask for a testimonial!  (Send the request from Zillow, Google My Business and/or LinkedIn)
	
Connect with your past clients quarterly with a phone call or text

And… always actively ask for referrals!


Resources:

Know Before You Owe: The real estate professional's guide
http://www.consumerfinance.gov/policy-compliance/know-you-owe-mortgages/real-estate-professionals/

Closing Disclosure Explainer
http://www.consumerfinance.gov/owning-a-home/closing-disclosure/ 
Loan Estimate Explainer
http://www.consumerfinance.gov/owning-a-home/loan-estimate/


2013 Integrated Mortgage Disclosure Rule Under the Real Estate Settlement Procedures Act (Regulation X) and the Truth in Lending Act (Regulation Z)
http://www.consumerfinance.gov/policy-compliance/rulemaking/final-rules/2013-integrated-mortgage-disclosure-rule-under-real-estate-settlement-procedures-act-regulation-x-and-truth-lending-act-regulation-z/ 



Lesson 6: It’s Game Time!

[bookmark: _GoBack]Here are your action items from Module 14:
· Meet with a title marketing rep or escrow officer to learn more about the entire escrow process including sample documents
· Get a sample Preliminary Title Report and read it to get familiar with the format
· Review a sample set of Escrow Instructions
· Review a sample Loan Estimate and Closing Disclosure
· Attend an escrow signing (coordinate with your Team Manager)
· Download and use the Consumer Informational brochures available in this Module
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CONTRACT TO CLOSING


 ________ Begin loan pre-approval process
 ________ Contract signed and dated
 ________ Lender send buyer the Loan Estimate form
 ________ Escrow account opened and earnest money deposited
 ________ Seller orders termite inspection if required
 ________ Property inspection ordered by the Buyer

 ________ Review Escrow Instructions/Preliminary Title Report
(The instructions will reflect those items that pertain to escrow.  Read them for accuracy.  Pay special attention to date, dollar amounts and items to be paid for by the various parties. If there are any changes, make the corrections on your copy and send them back to escrow for corrections.)
 ________ Review Commission Order and have signed by broker/manager

 ________ Buyer arranges insurance for home and provides information to lender/Escrow 

 ________ Copy of inspection to Buyer and Seller 

 ________   Buyer provides Seller with repair priority list.

 ________ Lender orders appraisal.
 ________ Appraisal completes (conditions, if any, satisfied)
 ________ Seller/Buyer negotiates repair list - Seller orders repair work
 ________ Buyer is approved by Lender
 ________ Other inspections if needed or requested by Buyer.
 ________ Repairs complete and approved by Lender and Buyer.
 ________ Final contingencies removed (Review of CCR’s, Certificate of Resale, 
 ________ Final closing date set
 ________ Lender sends buyer the Closing Disclosure three days prior to closing date
 ________Confirm closing figures with Escrow Officer 
                 Buyer must wire transfer or bring certified check/funds to closing appointment
 ________ Closing = Actual date documents are recorded
                  This is generally when the keys are given to the buyer
 ________ Closing gift and client added to CRM Client for Life Action Plan
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