
The continued rise in property owners under the threat of foreclosure and the rise 
in troubled financial institutions has resulted in the proliferation of a number of 
fraudulent scams that continue to cost the public and our industry hundreds of 
thousands of dollars.  We posted an article on forgery scams in an earlier news-
letter, but here is another variation of the fraud that you may begin to see more 
of. 

A foreclosure rescue company contacts a distressed homeowner whose loan is 
upside down (the owner owes more than the property is now worth) and tells the 
borrower that the loan and mortgage were procured by fraud.  This fraud con-
sists of the lender s alleged failure to provide disclosures under the Truth In 
Lending Act that are true, complete, accurate and timely.  Based on this failure, 
so the foreclosure rescue agent states, the borrower has a continuing right to can-
cel the transaction and keep the mortgage loan proceeds. 

All the borrower has to do, says the foreclosure rescue agent, is deed the prop-
erty to one of the agent s shell companies, revoke the lender s authority to ser-
vice the loan and appoint another of the agent s shell companies as servicing 
agent.  That new servicing agent then issues a release of the mortgage as an 
alleged agent of the lender. 

Searchers should be aware that mortgages are very rarely released in a vacuum 

 

almost always there will either be a sale with a recorded deed or a refinance with 
a new mortgage that explains why a previous mortgage is being released.  If a 
searcher comes across an orphan mortgage release, the prudent searcher will 
pull the release and the mortgage and review it with the examiner.  If there is any 
question on the validity of the release, contact the original mortgage lender and 
verify that the loan has been paid off and the mortgage released. 

A few recent examples of the scheme discussed above are attached to this news-
letter.  
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At Closing, more protections 
By Ken Harney, Columnist 

Page 2 Agent Newsletter 

Washington - If you re applying for a loan to purchase a primary or secondary home, or planning to refinance, 
you should be aware of a little-publicized new set of federal consumer-protection rules that take effect July 30. 

Among other key changes, the new federal Reserve guidelines require lenders to provide you initial disclo-
sures of your mortgage cost within three business days of your loan application. If you don t get them, you can 
pull the plug. 

The rule also prohibits lenders from collecting any fees - except a reasonable charge for checking your credit - 
until you ve been given the loan - cost disclosures. This means no more out-of-pocket up front application 
charges until you ve received the truth-in-lending disclosures and an annual percentage rate (APR) calculation 
of those loan costs. 

Since many mortgage brokers and lenders traditionally have collected fees covering appraisal, credit and vari-
ous other charges at the time of application - sometimes amounting to hundreds of dollars - this will be a sig-
nificant change in procedure for the lending industry. 

The rule also prohibits quickie closing on loans by requiring a seven-day waiting period after applicants are 
handed their early disclosures or the disclosures are mailed. You ll now have up to a week to think about the 
transaction, and decide whether it s right for you. Final truth-in-lending disclosures are due three business days 
before closing. Here s an even more sweeping change for applications on or after July 30: The new Fed rules 
require lenders to deliver a copy of the real estate appraisal to you three business days before the scheduled 
closing on the loan.  

In the past, even though federal regulations guaranteed that consumers could request and obtain a copy of the 
appraisal, lenders and homebuyers frequently ignored that right. In fact, many consumers had no knowledge of 
this right because no one in the home purchase, financing or settlement process told them about it.  

Now, the timing of the loan closing itself - which is the financial ballgame for loan officers, realty agents, title 
and escrow officials - will be dependent upon your receipt of the appraisal in advance. The exception here will 
be that the three-day rule can be waived if your don t think receiving the appraisal is necessary. 

Another significant change under the new rules: If the APR on the early truth-in-lending disclosure increases 
by more than one-eighth of a percentage point (0.125), the lender will now be required to redisclose provide 
you a corrected version and allow you an additional seven business day to consider the transaction before set-
tlement. 

What might cause the APR to increase following the initial, early disclosure? Lots of things: Say you left your 
initial rate on the loan to float the market, but rates increase. You ll need to get an amended truth-in-lending 
disclosure. Or say the lender got inaccurate estimates of costs from third-party participants in the transaction, 
such as the settlement or escrow company. Or say that unexpected, 11th-hour junk fees materialize. All these 
events - which have been frequent sources of consumers complaints this decade - could force the lender to re-
disclose loan Costs and set back timing for the settlement. What are some of the likely repercussions of the 
Fed s new mandates? Number one, the traditional approach of aiming in advance for a date-certain settlement 
target from home loan transactions almost certainly will be affected. Actual closing dates will be more closely 
tied to lenders and settlement agents accurate estimates and their ability to deliver disclosures and appraisals 
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At Closing, more protections (cont.) 
by the required dates. For example, if appraisers are backlogged and can t produce valuation reports quickly 
enough, settlements will have to be postponed.  

Second, the purposes of the rules are to afford consumers better access to, and more time to consider, key ele-
ments of what are major financial transactions for most people. There might be fewer instances of last minute 
closing-date surprises on fees, where buyers are slammed with hundreds of dollars of charges they d never ex-
pected. But nobody can say that for sure. 

Finally, the rules may well trigger new waves of litigation if lenders and their business partners are not scrupu-
lous in their compliance. There is an active and aggressive segment of legal profession that specializes in go-
ing after banks and mortgage companies for truth-in-lending violations. Don t be surprised if you hear of law-
suits seeking cancellation mortgage deals because timing deadlines were not met, appraisals not received. 

As David Berenbaum, executive vice president of the National Community Reinvestment Coalition, put it in 
an e-mail comment: Consumer advocates will closely monitor compliance with the new Fed regulations, and 
the lending industry can expect civil litigation against bad actors.

  

Source: 2009, Washington Post Writers Group 

Transaction Codes for Final Policies 
By: Sherri S. Stine 

Most of our Agents are producing and transmitting their final policies electronically, instead of the old-
school way of using the hard (paper) jackets. This requires the agent to fill in a transaction code before sub-
mitting the policy. Lately, STG in Houston has found some errors in the use of these codes. Because of this I 
felt it might be time to go over these codes once again. The majority of the time you would use these three 
codes: 

101 

 

Owner s Policy 

 

used when the purchase price (Insured Owner s Policy amount) is greater than the 
loan amount or used when there is an Owner s Policy only (Agent is not insuring a simultaneous Loan Policy). 

404  Simultaneous Loan Policy 

 

insured Loan Policy is less than the Owner s Policy. 

909  Loan Policy only  when customer was given a rate that is less than the Original rate. Usually used for 
refinances or in the case where our agent is only insuring the Loan Policy side of a purchase transaction. 

NOTE: When using the 404 code, our corporate office will not process the simultaneous policy without also 
receiving the 101 coded policy. In other words, they can not process a simultaneous policy without first proc-
essing the policy that the simultaneous policy attaches to. 

HELPFUL HINT: For those agents utilizing our Steps/Prism program, you will find a list of all Transaction 
Codes that you can print out by logging into the Steps program, clicking on the help tab in the upper right 
hand corner of the screen and then scrolling down to Transaction Codes tab. 

sstine@stewart.com
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There has been an increase in claims relating to Home Equity Lines of Credit (HELOCs) not being closed 
after being paid off at a refinance transaction.  The claims are arising when borrowers refinance their first 
and second mortgages. In these scenarios, if the documentation needed to close the HELOC is not provided, 
or the necessary procedures are not followed, the lender will not satisfy or release the mortgage. The new 
insured lender is then in a second lien position.  Of course, this poses a problem as we typically are insuring 
that the new lender will have a first lien on the subject property.  

Many times, the HELOC lender has a specific process for the closing of the credit line.  The procedures 
range from requiring the borrowers signature on the payoff statement itself to a formal written statement 
from the borrowers requesting the HELOC to be closed.  It is imperative that the closing agent carefully read 
the HELOC payoff statement instructions to determine what steps need to be taken to ensure the HELOC is 
closed.  As an example of how specific these instructions may be, I recently saw a payoff statement where 
there were two different addresses for the payoffs to be mailed depending on whether the borrower wanted to 
simply pay down the line of credit or close the line completely. This fact could have easily been missed, as 
the close account address was listed in extremely fine print in the middle of the third page of the payoff 
statement.  

If the line is not closed, there is the potential for the borrower to once again draw off of the line.  If the 
insured lender would be required to start a foreclosure action, a claim would be filed, since they would not 
be in the first lien position they are insured to be in. Or, in an even less desirable situation, the HELOC 
lender starts its own foreclosure action, and our insured could be in jeopardy of having its lien completely 
eliminated in the foreclosure.  

While there are avenues that we have in defending our insure lender against prior open HELOC mortgages, 
the attorney fees associated with such defenses are always costly. Wisconsin courts recognize the principle 
of equitable subrogation.  Essentially, this doctrine does not allow the HELOC lender to elevate themselves 
to a lien position they did not bargain for, at the expense of another lender that was attempting to secure a 
first lien position through the payoff the existing liens of record.  We have been very successful in making 
equitable subrogation arguments to the courts; however, as previously stated, the attorney fees associated 
with these defenses add up very quickly.  

In sum, it is imperative that the closing agent be very mindful of the necessity to close any HELOC that is 
being paid off in any transaction, sale of refinance.  We request that the closing agents assist the borrowers in 
taking whatever steps necessary to close these lines, and continue to follow up with the lenders to secure the 
satisfaction of the mortgage.  

sbergman@stewart.com

   
Claim Issues with Home Equity Lines of Credit 
By Sara L. B. Cavil 
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The budget bill, 2009 Wisconsin Act 28, created an exemption from Transfer Fee for conveyances "Between 
an individual and his or her domestic partner under ch. 770." Updates to the eRETR system and instructions 
have been made for this new exemption under sec. 77.25(8n), Wis. Stats. In addition, the eRETR system was 
updated for those who claim a Transfer Fee exemption under sec. 77.25(11M), Wis. Stats.   

Domestic Partner Fee Exemption - Sec. 77.25(8n), Wis. Stats.  

The domestic partner Transfer Fee exemption, under sec. 77.25(8n), Wis. Stats., is effective as of July 1, 
2009. 

Use of the exemption will not occur until August 1, 2009. 

In order to obtain a domestic partner Transfer Fee exemption, legal status as domestic partners is required 
under chapter 770. 

The budget bill specified August 1, 2009, as the effective date for chapter 770. 

The eRETR system's Fee Computation page has been updated to include the domestic partner exemption 
under sec. 77.25(8n), Wis. Stats. 

Pages 387, 604, 635, and 683 of the budget bill provide information on the changes and effective dates - 
http://www.legis.state.wi.us/2009/data/acts/09Act028.pdf. 

Please contact the Department of Health Services for any questions regarding the domestic partner declaration 
- http://dhs.wisconsin.gov/vitalrecords/.  

Transfer on Death (TOD) Fee Exemption - 77.25(11M), Wis. Stats.  

Conveyances that designate a TOD beneficiary under sec. 705.15, Wis. Stats., are exempt from Transfer 
Fee under sec. 77.25(11m), Wis. Stats. 

The eRETR system was updated to require a document number for the previously recorded document 
where the grantee was named the TOD beneficiary.  

Additional Resources  

Real Estate Transfer Return: http://www.revenue.wi.gov/ust/retn.html. 

Real Estate Transfer Return Instructions: https://ww2.revenue.wi.gov/GenericFile/help/eRetr/detail.htm

 

Chapter 77: http://www.legis.state.wi.us/statutes/Stat0077.pdf

  

Please e-mail any questions to eretr@revenue.wi.gov.   

Source Wisconsin Land Title Association 

WLTA "At Work For You" 

July 22, 2009 

New Exemptions from Dept. of Revenue: 

http://www.legis.state.wi.us/2009/data/acts/09Act028.pdf
http://dhs.wisconsin.gov/vitalrecords/
http://www.revenue.wi.gov/ust/retn.html
https://ww2.revenue.wi.gov/GenericFile/help/eRetr/detail.htm
http://www.legis.state.wi.us/statutes/Stat0077.pdf


Sherri Stine 
Agency Services Representative 
Stewart Title Guaranty Company 

Upcoming Webinars  

StewartSiteBuilder  Making it Easy to Grow your Business 

DESCRIPTION: The new StewartSitebuilder makes having a 
web presence easy and extremely cost effective. You'll learn 
about the new pricing packages, reduced hosting and program-
ming fees, and we'll take you through the redesigned website.  

Monday, August 17, 2009 at 1:00pm (Central)  

The Mysteries of the New HUD-1 Uncovered 
DESCRIPTION:  Learn why the new Good Faith Estimate (GFE) 
will be the closer's "best Friend", the meaning of tolerances, and 
all the twists and turns in completing the new HUD-1.    

Tuesday, August 18, 2009 at 10:30am (Central)  

Get a Grip  Effective Strategies for Keeping your Customers 
DESCRIPTION:  Darryl Turner will cover effective steps to gain-
ing the highest level of customer retention.  Through some simple 
steps you will learn to improve communication, determine if you 
have at risk customers and improve overall retention. 

Thursday, August 20, 2009 at 1:00pm (Central) 

Sherri joined Stewart Title Guar-
anty Company in 2006 as Agency 
Services Representative. She trav-
els throughout the state training 
new and existing agents on poli-
cies, procedures, STG programs 
and general title insurance issues. 
In addition to the agency support 
Sherri has already been providing, 
she also conducts Inventory Au-
dits for agencies.  

sstine@stewart.com

 

Sherri Stine started out in the Title 
Insurance industry in 1983 in Ar-
lington, Texas before moving 
back to her hometown of Osh-
kosh, WI in 1986. Sherri has 
worked in the areas of searching, 
examining, closings, disbursing, 
public relations and management. 
In 1998 Sherri took the position of 
Vice President of Stewart Accu-
rate Title in Oshkosh.  

Deliver a magnificent customer 
experience through innovation in 
the real estate transaction process 

Phone: 800-523-3060 

Fax: 414-967-3075  

5150 North Port Washington Road 

Suite 121 

Milwaukee, WI 53217 

Stewart Title Guaranty 

www.stewart.com 

PLEASE REMEMEBR TO WRITE 
YOUR AGENCY ID NUMBER ON 

ALL REMITANCE CHECKS!

 

http://www.stewart.com

