Claim of the Week No. 17
Submitted by:
Lisa Bruehl
Date:

October 17, 2008
1. Claim No.: C157687
2. Amount of missed lien, if applicable:      
3. Amount of loss or potential loss: 33% of $540,000
4. Facts:
The escrow officer received an instruction to add the daughter as a joint tenant AFTER the refi transaction closed.  The documentation in the escrow file clearly showed that the loan was only for the parents who were already in title as joint tenants.  The title officer abstracted the deed showing the addition of the daughter and the new deed of trust and wrote up the policy showing the vesting in just the parents names.  The recording sheet showed to record the deed FIRST and the deed of trust second, and therein lies a very expensive problem.  The insured lender is now in the process of foreclosing and we are obligated to file litigation on their behalf to disprove the daughter's interest, or the lender will only have foreclosed on the parents interest. The question was brought to the attention of the operations manager over a year ago when the policy was being typed yet the claim was not brought to the attention of the claims department until the lender recently started their foreclosure. 
5. Recommendation to avoid claim:
A better idea for escrow would be to wait until after the deed of trust had recorded and then send the deed to record so there would be NO confusion regarding the order of recordation.  Good title practice includes abstracting the documents in relation to the transaction, not just for the legal & vesting information. And last, and most important, if you have been made aware of a potential claim please present this to the claims department immediately.  
