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A red flag” 5 a signal 10 pay atention! Below are Some of the
fems which may cause delays or other problems within a
tarsacton and mus b adtessd el frs e closirg
+ Banknptces
+ Business tusts
+ Clearing flns and juigments, incluing cikd or
‘spousal support iens
Encroachment r off record easements
"Establsing factof death-foint teniancy Family tusts
Forecosures
"Physicalinspection esults—Encroachment, offecord
easements

Probates
"Power of Attomey-Use o, proper execution
Proper execution of docurments
Properjuras, otary seals
Recent constuction
“Transiers or loans invaing corpratons or prterships.
Lastminute change in buyers
Lastminute change n type o tte nsurance coverage:
'RED FLAG EXAMPLES
TAXES: These are usualy standard, showing the situs of the
curtent ax year
RED FLAG. Posponed prpery s i  program put on by e
state for senir Gtzens It lows the owner to pastpone the taxes
un the property is Sod or refinanced. The owner apples o the
stte, and the state provides “Checks” tha the oWTer uses 1o pay
the taxes. The reason ths & a red lag is because a demand wil
need to be ordered from the state by escrow in arer o pay of the
postponed tares. It may take up o o weeksto get 2 demand.
‘CCBR'S: These are standard. The CCAR's should be provided to
the buyer by escrow. The buyer should read these thoroughy,
ifmprovementstothe progerty ae contempated.
RED FLAG' Some CCARS pronibt cetan tpes of
improvements
'EASEMENTS: These are aio standard. Most asemens in rewer
subdvisons (20 years or les) are cortained in the street. Sore
Subdivisions have nonexclusive easements over portiors of tre
property for such tings as maintenance of side yards, access 1o
‘common areas ike goff courses),etc.
RED FLAG If improvements are contemplated (such a5
constuction of @ pool or spa for exampe), then the buyer
Should request the easements be ploted on a map to determine
that there wil not be any imerference to conempated
Improvements. However, you should be aware hat easements are:
Very ificult o get removed. and your cint my be beter off with
ancther property it an easement nereres with his future pians for
the property.
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AGREEMENTS: These commonly take the fom of road
maintenance agreements, mutual easement agreements (ike a
shared riveway) or improvement agreemens, and wil bind the
owner to cerain actons. A copy of the agreement shoud be
requested from i and provided 1o the buyer. It i the buyer's
responsiiityto cotact ther own counsel i they do ot undersand
howthe agreement wouid afecttrem.

TRUST DEEDS: These are common. Escrow willorder @ demand
fom the enderts) which wil allow the tle comgany to pay of the
existing loan(s) using the procceds from the new buyer's loan (or
procesdsif all cash).

RED FLAG: Watch out for od trust deeds ffom a previous owner
{or sometimes the curtent owner i he has refiianced).Ifyou ind a
rust deed lised tat s already been paid,or that ooks ik itwas
taken aut by a previous owner, cal your tte oficer immediately
He il research te trust deed, and take the necessary stegs 10
ether remove it from the public record (oy working With escrow to
get release documents) o by acquiring an ‘indemnty” fom the tite
company who paid offthe old loan. Oid trust deeds with private
party beneficaries (indvidual people acting as lender, such a an
old sellr camy-ack) are dfcut to get removed, especialy if
several years have gone by since the loan hes been paid of. A
bond will sometimes be necessary in arder to ciear fte of an okt
rust deed. These bonds must be Coverng twice the face value of
the deed of trust, and wil cost uphards fom 1% of the bond
‘amount (usually around 2 or 3 percent, morefor higher isk bonds).
depending on how Mmuch supportng docuentaton is proviled 1
the bonding company. Note: I you have a cientioujer who is
geting inancing from te seler, or any indvidual, advise them to
contact you o thei it officer when the loan s being paid of. Tre
release documents are much easer o get now rather than na few
years when the fender may no longer b around.
ENCROACHEMENTS: _ Sometimes 2 structre _(commorly
a fence or driveway) encroaches upon a progerty. This usually
means that a clint Wil have 0 take the roperty Subject 10 the
encroachment. Contact your fite officer i you see encroachment
anguage n your prelim

RED FLAG: The lender wil usually not want to lend on a property
Whete encroachmerts exist In some crcumstances, an
endorsement t the lender’ polcy (usually with an extra chrge)
can allow the lender to cose. These are defermined on a case-by-
case basis Again, contactyou it oficer.
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'NOTICE OF VIOLATION: These wil sometimes be recorded by
the fre department the healt department or the local zoning
enforcement diision in sitations where e property vioates a
local sttute

RED FLAG: These are aiways 3 red flag. The lender wil not
accept these condions. The vioaton wil have to be eiminated
and the local enforcement agency wil have to issue a release
before cosing. Escrow (or the Sele o the selr's repesentative)
will usually have to deal directly with the appropriate agency 10
resolve these types of issues.

‘COURT ORDERS / JUDGMENTS: Trese are ot a standard fem.
“The most common type to show on a PR (Prelminary Repor) is
suppart judgments. These are issued by the courts when chikd/
Spousal support is owed by te party named. (See “Statement of
Information’)

RED FLAG: Any orderfudgment is a red flag. Support judgments
can take up 10 5iX Weeks o get 2 demand and release from the
creditor (usually e districtatomey's ofic). I you see an order or
judgment, contact escrow immediately to verty tat the demand
has been ordered.

'BANKRUPTCY: Wil not unusual, barkruplcies are ot standard.
RED FLAG: Al open barkmuptcies require the debior o get
permission from the court 0 selor encumber an asset (the hame)
ortotake on new debt. Chapter 7 and 13 bankruptcies against e
seller are the most common found n a sale stuation. A leter from
the bankruptcy trusee wil b reguired to ciose escrow. The tustee
Wil sometimes require that 2 payment be made to the cout at
close. We sometimes ind a Crapter 13 against  buyer, which wil
aisorequire 2 eter from te trustee allowng te dedtor 1o take on
more debt. An open Chapter 7 against e buyer s are, and the
buyer probiably camot et a loan as long as he i in @ Cnpler 7
(56 “Statement o Information)

NOTE: Crapter 7 is a complee washout of dischargeable dett,
Chapter 13 is a reorganization of debt and Chapter 11 15 &
reorganizaton o debt for a company or corporation

NOTICE OF PENDING ACTION: This s lso known as a ‘i
RED FLAG: This i a big e lag. Tris mearsthat someone has a
lawsuitpending tat may afect the tite to the property. These are
ofien found in acrmonious dvorce Stuaions. A demand (te
aggressing party usually wants money before releasing) and
withdrawal (2 “withcrawal o s pendens” s a legal document that
Must be recorded to release the lis pendens) wil be required
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'STATEMENT OF INFORMATION: Also known 2s 2 satemert of
facts, statement of idenity, or an SI. This
requied document wil be provded o the pares by escrou.
1t asks for informaton about he partes Such as socl securty
number, residence history, marital history, job
history, alass, ec. Please fil 1 0ut 2s competely as possile.
The SI alows the company to eliminate trings recorded in e Gl
(General Incex) against he rame (as opposed o the property)
such as tax flrs, judgments, weare lls, supoort fens and
Iawsuts that may be led aganst peope that have the same rame
as you_ Tnese types of lens attach automatical o any real
property ouned by the debior, and therefore make e property
atleforany payment due under te e,

RED FLAG: Ifyou have a common name (or example: Smit,
Johnson, Garca, Marinez, Lee, etc) it is important trat the
company receive the completed I promptly in
oter 1o ‘vear these fems. Someimes you may te
waware that 3 llen exsts. More ofen, you may have
resolved the siiation but had never gotien the. proper
release docuents recorded in order 0 remove  fom the public
record. We canrio cose a fle wih unesolved fns agaist
sellr. (There are some Croumstances when a deal can st be
closed when the 5 an unvesolved lln against a buyer.) Contact
Your e ofice fyou e tha i Situation exss.

NOTE: If you ever ind yoursel i 2 stuaion where you need to
record an abstract of Judgment against SoMEOr Wh OWES yYou
money, it may be wie 1o record the abstract i any courty where
e debtor owns or may ow property. This wil help rotectyou f
e debtor owns or purchases property ou of the immedate area
‘Consultyour atoney fyou are ot sure.

1fyou find someffing on your preim hatis not sed here, s
probatly  red fag and you should Cortactyour e ffcer. He (or
she) willbe happy o provide you it copes f recorded
documents and advise yu 25 to What s needed i order o remove
e tem (1 necessary). Somelimes, tough emouing an e s so
e consuming, o coty, r bt ha t becomes a decksion on
thepar of your buyer. We cannot axhise you regarding the ik n
‘making such a decsion. You should contact yourown counsel I
You have these types of concerns.





