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DATE:
February 8, 2001 (Updated August 21, 2002)

TO:

California Direct Operations; California Underwritten Companies

FROM:
Roger Therien



Senior Underwriting Counsel, Western Region

SUBJECT:
Streamlined Searching for Refinance and Equity Loan Transactions

This bulletin authorizes a streamlined searching procedure for certain refinance and equity loan transactions on residential property. It is not mandatory, but may be used when you believe it will expedite your production process, as long as it is acceptable to customers. It will be the responsibility of each office to monitor customer acceptance of this procedure. Some lenders may accept the generic exceptions described below and others may not. Some customers have requested it and some competitors have implemented similar procedures. You should use standard searching procedures when necessary to meet customers' requirements.

The policy being issued is the same as always, usually an ALTA loan policy. Endorsements are available under the same circumstances as in any loan transaction, including a CLTA 103.3**.

Under this procedure, you do not need a starter, so the search process will be simplified. The main items contained in a starter that you cannot obtain by this streamlined process are CC&R’s and easements. These are covered by generic exceptions for all recorded CC&R’s and easements.

The theory is that refinance and equity lenders simply do not care about the details of CC&R’s and easements, which are very standard on residential property. Property taxes will be handled in the usual manner. Escrow procedures remain the same.

Type of transaction:

1. Refinance or equity loan transaction, and
2. The property contains an existing one-to-four family residence (including a condominium).

You may omit using a starter and begin the search with a deed (which will be referred to below as the “starter deed”) if the following criteria are satisfied:

1. The starter deed was a full-value transfer, as indicated by the documentary transfer tax and/or other information, and
2. The starter deed recorded with a concurrent deed of trust in favor of a financial institution in an amount equal to at least 80 - 90% of the sale price (i.e. the transaction was an ordinary purchase-money transaction financed by a financial institution), and

3. The starter deed transaction was insured by a title insurance company, and

4. Neither our transaction nor the transaction accompanying the starter deed involves a construction loan, and

5. Run the General Index on grantees in the starter deed and any subsequent owners, and

6. Show an Office Information note on the policy issued in our transaction stating that it cannot be used as a starter in a subsequent sale transaction (although it is O.K. for a subsequent refinance or equity loan transaction).

Show the following exceptions in Schedule B of both the Preliminary Report and the Policy:

1. Covenants, conditions and restrictions, if any, appearing in the public records.

2. Any easements or servitudes appearing in the public records.

**Note: This is off the subject, but is being noted since the 103.3 endorsement was mentioned. Lenders sometimes request a 103.1 for any easement shown as an exception. It is the wrong endorsement for an easement which is still in use, such as a utility easement. The 103.1 is intended for an easement, such as an old floating easement for ditches, which is no longer being used. However, since lenders do not like listening to this explanation, and since the risk under a loan policy on residential property is minimal, we often accommodate the lender by issuing a 103.1 instead of a 103.3. We need to be aware that this is not the correct procedure, and that it is being done only in low risk situations in order to avoid customer relations problems.

