Keys to a

Successful
Closing

THE KEYS to any transaction as important as your sales or purchase is to read and understand
your Purchase & Sale Agreement (P&SA). The P&SA will inform the escrow officer of all the
details that are to take place. Your escrow officer is not an attorney and cannot practice

law; you should consult your lawyer for legal advice. The escrow officer is there to follow the
instructions given by the principles in the escrow through the P&SA and Lender Instructions.

Prior to Closing

BUYERS

+ Verify with your loan officer that all conditions have been met.

* Notify our escrow officer the names of your lender and homeowner insurance companies.

BUYERS AND SELLERS

+ Confirm with your agent that all contingencies have been satisfied.

+ Keep your agent informed of any vacation plans or times you will be unavailable.

« Ifyou plan to have your documents reviewed by an attorney, please notify your escrow officer at
least 48 hours prior to signing.

Before Your Signing Appointment

* Expect to sign at the escrow company one or two business days before the closing date.

« Iffunds are required to close, be prepared to bring the monies in the form of a cashier’s check 24
hours before recording or wire transfer the same day as closing.

* Have avalid photo ID available at your signing appointment: driver’s license, state ID, pass- port or
green card.

+ Expect the signing to last approximately one hour if you are the buyer and 30 minutes if you are
the seller.
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GUIDE TO
Customary

Closing

The BUYER normally pays for:

* One-half of escrow fee (according to contract)

* Lender’s title policy premiums (ALTA)

* Document preparation (if applicable)

* Recording charges for all documents in buyer’s name

* Home Owner’s insurance premium for the first year

* Home Warranty (according to contract)

+ Inspection fees (according to contract): roofing, property, geological, pest, etc.
* All new loan charges (except those required by lender for seller to pay)

* Any loan fees required by lender (according to contract)

+ Interim interest on new loan from date of funding to first payment date

The SELLER normally pays for:

* One-half of the escrow fee (according to contract)

*  Work orders (according to contract)

* Owner’s title insurance premiums

* Real estate commission

* Any judgments, tax liens, etc. against the seller

* Any unpaid Homeowner Association Dues

* Any bonds or assessments (according to contract)

* Recording charges to clear all documents of record against seller

+ Payoff of all loans in seller’s name (or existing loan balance being assumed by buyer)
+ Interest accrued to lender being paid off, reconveyance fees and any prepayment penalties

« Tax proration (from date of acquisition)
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What'’s in a Title Search?

You've decided to purchase a home and hope to take possession as
soon as possible. The terms have been agreed on and all financial
arrangement have been made. But one important detail re mains.
Before the transaction can close, a title search must be made.
The most accurate description of title is "a bundle of rights in real
property.” A title search is the process of determining from the
public record just what these rights are and who owns them.

Atitle search is a means of determining that the person who is
selling the property has the right sell it and that the buyer is getting
all the rights to the property (title) that he or she is paying for.

In those transactions where title insurance is involved, the title
company must determine insurability of the title as part of the
search process. This leads to the issuance of a title policy, which
insures the existence of rights to the property.

The title insurance company will, at it’s own expense defend the title
and will pay losses within the coverage of the policy if they occur.

But exactly what is involved in a title search? Fidelity Title
Company provides the following step-by-step review as
follows: Chain of Title, Judgment and Name Search, Tax Search,
Commitment, and Report of Possession.

Chain of Title

This is simply a history of the ownership for a particular piece of
property, telling who bought and sold it, and when. The information
may be derived from public records—usually a County Clerk or
Recorder’s Office—or obtain from title plants privately owned and
maintained by title companies. There are great varieties of such
plants—index cards, punch cards, tract books, even sophisticated
computerized plants. They all contain essentially the same
information from which the history of the title may be secured.

Tax Search

This is a search to determine the present status of general real estate
taxes against the property. The tax search will reveal if taxes are
current or whether any taxes are past due and unpaid from previous
years. In addition, the tax search will indicate the existence of any
special assessments against the land and, if so, whether or not these
assessments are current or past due.

A due and unpaid tax or special assessment is a prior lien or chain
on the property above all others. If a buyer purchases property
with unpaid and past due taxes or assessments against it, he or she
is likely to find a government body the city, county or state placing
the property up for sale and pay those taxes and assessments. A tax
search reveals the status of the taxes. Title insurance protects the
buyer against loss from unpaid and past due taxes and assessments.

Report on Possession

In many places where it operates, Fidelity Title company may send
inspectors to look at the property to verify the lot size, check the
location of improvements, and look for evidence of easements that
are not shown on the record. The purpose of this is to supplement
the information learned from the title search. In the eyes of the
law, any buyer of real estate is assumed to have notice of all matters
properly shown in public records for real estate, as well as any
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information that an actual inspection may reveal.

Ifthe inspector detects an unrecorded easement or other evidence
of outstanding rights that could affect the owner’s title and possibly
the value and intended use, the company will disclose these matters
before closing of the purchase. Those matters must then either be
disposed of or shown as exceptions in the title insurance policy.
Sometimes when an acceptable survey and appropriate affidavits
are received, an inspection will not be made.

Judgment and Name Search

One of the most important parts of the title search is to determine
if there are any unsatisfied judgments against the seller or previous
owners which were in existence while they owned title. A judgment
is a general lien against the debtor’s real estate and constitutes
security for any money owed under the judgment. The real estate
can be sold to satisfy the judgment.

It's extremely important to be sure that a title is not subject to
judgments against the seller or previous owners. Title insurance
provides this protection. A judgment against a person name Smith
may affect the title of a seller named Smith, depending on whether
or not they are the same person. All possible variations of the name
must be examined.

For example, the name Smith might be spelled Schmidt, Schmid,
Shcmiditt, and so on. The name Nichols can be spelled 73 different
ways. The task is to determine which of these applies to the owner
in question. First names have to be checked too. There are 25 foreign
forms of John.

Rights established by judgment decrees unpaid federal income
taxes, and mechanic’s liens all may be prior claims on the property,
ahead of the buyer’s and lender’s rights. If a judgment is discovered
that constitutes a defect in the title, it is pointed out. The seller must
then eliminate it before the title of the new buyer can be insured free
and clear of that judgment.

Commitment

When these searches have been completed, the title company issues
acommitment to insure, stating the conditions under which it will
insure the title. The buyer, seller and mortgage lender can proceed
with the closing of the transaction after clearing up any defects

in the title which may have been uncovered by the search and
examination.

The mortgage lender is as concerned as the buyer about the quality
of the title because the property is to be security for the new
mortgage loan. The mortgage lender requires assurance that it

has a valid first (or another acceptable priority) mortgage lien on
the property. This is not only common sense, but generally a legal
requirement of regulated mortgage lenders.

The lender’s title insurance, however, does not protect the new
buyer of the property. Although the land is the same, the interest
of the buyer and the interest of the lender are very different. The
provisions of a lender’s title insurance policy is very different from
those of a buyer’s policy. The buyer should obtain his own policy,
often issued simultaneously with the lender’s policy.
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What Happens in Escrow?

What Is Escrow and Why Is It Needed?

Escrow is an arrangement in which a disinterested third party and escrow holder, holds a legal documents
and disburses funds on behalf of a buyer and seller, and distributes them according to the buyer and seller’s
instructions.

People buying and selling real estate often open escrow for their protection and convenience. The buyer can
instruct the escrow holder to disburse the purchase price only upon the satisfaction of certain prerequisites
and conditions. The seller can instruct the escrow holder to retain possession of the deed to the buyer until
the seller’s requirements, including receipt of the purchase price, are met. Both rely on the escrow holder
to faithfully carry out their mutually consistent instructions relating to the transaction and to advise the if
any of their instructions are not mutually consistent or can not be carried out.

Escrow is convenient for the buyer and seller because both can move forward separately but simultaneously
in providing inspections, reports, loan commitments, funds deeds, and many other items using the escrow
holder as the central deposit point. If the instructions from all parties to escrow are clearly drafted, fully
detailed and mutually consistent, the escrow holder can take many actions without further consultation.
This saves much time and facilitates a smooth closing of the transaction.

What Each Party Does in the Escrow Process

THE SELLER «  Disburses funds for title insurance recording fees, real

. Deposits the executed deed to the buyer with the estate commissions, liens, clearance, etc.
escrow holder. *  Prepares a final statement for each party, indicating

+  Deposits evidence of pest inspection and any required amounts to be disbursed for services and any further
repair work per the purchase and sale agreement. amount necessary to close escrow.

*  Deposits required documents such as addresses of *  Records deed and loan documents, delivers the deed
mortgage holders, homeowner association contacts to the buyers, loan documents to the lender and funds
and lien holders. to the seller, closing the escrow.

THE BUYER IN SUMMARY

*  Deposits the funds required, in addition to any Escrow accounts are opened for your protection and
borrowed funds, to pay the purchase price with the convenience by those who are selling or buying real estate.
escrow holder. The es- crow process was developed to help facilitate

*  Deposits funds sufficient for the home and title the sale or purchase of your home. The escrow holder
insurance. accomplishes this by:

«  Approves any inspection reports, title insurance * Acting as the impartial “stakeholder” or depository of
commitments, etc... called for by the purchase and documents and funds.
sale agreement. *  Processing and coordinating the flow of documents

THE LENDER and funds.

Keeping all parties informed of progress of escrow.
Responding to the lender’s requirements.

Securing a title insurance policy.

Obtaining approvals of reports and documents from

*  Deposits proceeds of the loan to the purchaser.
*  Deposits the escrow holder on the conditions under
which the loan funds may be used.

THE ESCROW HOLDER the parties as required.

*  Opens the order for title insurance *  Prorating and adjusting insurance, taxes, rents, etc.

+  Obtains approvals from the buyer on the title +  Recording the deed and loan documents.
insurance report, pest and other inspections. +  Maintaining security and accountability of monies

*  Receives funds from the buyer and/or lender. owed and owing.

° Prorates insurance, taxes, rents, etc.
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