Claim of the Week No. 2
July 4, 2008

Our Claim of the week was submitted by:  Diane Flaaen
1. Claim No.: Not available
2. Amount of missed lien, if applicable:  N/A
3. Amount of loss or potential loss:  up to approx. $90,000.00
4. Brief Facts:

Escrow Officer in a refinance transaction obtained a $-0- demand from the lender who had made a Home Equity Line of Credit Loan (HELOC) to our borrower.  In accordance with the requirement contained in the Commitment the Escrow Officer also obtained the borrower’s consent to close the line of credit.  However, after receiving the $-0- demand the Escrow Officer apparently felt that there was no need to submit the borrowers instruction to the HELOC lender to close the line of credit.  Our insured lender is in the process of foreclosing its deed of trust.  Needless to say, a recon/release was never recorded by the HELOC lender and our borrower maxed out the HELOC subsequent to the refinance.
5. Company Practice:

When paying off a HELOC or any line of credit loan, we must always obtain the borrowers instructions to its lender to freeze and close the line of credit.  Additionally whenever it is possible we should also obtain from the borrower any unused checks and the borrowers register for the line of credit.  If we are able to obtain these items, we need to compare the remaining check numbers with the check numbers in the register. If there is a gap between the last check noted as used in the register and the first number of the unused check we must have the borrower instruct its line of credit to freeze payment of the missing items. Regardless of the demand amount we must always submit the borrower’s instruction to close the line of credit and demand for a reconveyance or release of the line of credit deed of trust/mortgage.
