Foreclosure freeze may

Title insurance may

protect those

who already bought foreclosed homes

By Dave Carpentor
TrE Associatep Press

It seemed too good to be
true: You bought a house in
foreclosure at a fraction of

the former price. Mavbe ry

you even knocked out a
wall or two and remodeled
with all the money you

saved.

But now thousands of
foreclosures arpund the
country may be invalid be-
cause of bank paperwork
prghlmns. Should you wor-

- ;"ﬁuyune who's pur
chased a foreclosed prop-
erty in the last three years

should reallv be con-
cerned,” says George Bab-
cock, a Providence, R1, at-
torney who represents ho-
meowners who have been
foreclused on.

“They should call the at-
torney that did their clos
ing and say, ‘Hey, do I have
a problem?' "

Eaé%{ nf:’i;:gﬁ%]PMFr—
gan Chase and other major
lenders have frozen teﬁimuf
thousands of foreclosures

in atleast some states while
they review the paperwork
for errors or mishandling.
For homeowners, there
are several questions 1o
ask. But first, experts say,
they should check to make
sure they have title insur-
jance, which protects the
hemebuyer from any claim
on the property that surfac-
es after the deal has closed.
Those claims can arise

from unpaid taxes or legal

“hit buyers |

itches in the ownership
ﬁgcuments. Most peaple
who take put mortgages
are required by their len-
ders to buy a policy. For
those paying cash, if's op-
tional but highly advisable,

NOW.
“lfyou're a bona fide pur-
chaser with title nsurance
and no knowledge of any ir-
ities in the transac-

tion, courts are going to be
extremely loath to set aside

the sale says Disne
Thompson, an i
withthP:uNaﬁanal Consum-
“This new twist 1o the
foreclostre crisis isno friv
al matter for the large and
growing number of people
buying homes out of fore-
closure. g T
The foreclosure listing

service rac Inc.

See TITLE on page 2E
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=ays that nearly 250,000 owner stakes aclaim to the
homes sold from April to home. Even a suceessfi]
June, or 24 percent, werein claim, experts say, would
foreclosure, 'almost certainly end up

In Nevada, it was 56 per- with the title company set-
cent. Arizona was next with ting with the evicted ho-
47 percent and California menwner — not the new

R
A = ey to make pay-
third with 43 percent. ents : .
b _ repeatedly, evicted
The cost of title insur- 3, Do o0 might niot be

ance varies by state and cir- .= e PR T 08

cumstance but is often : c
roughly 0.5 percent of the homes anyway, something

mortgage — in the neigh * ™ dge would consider,
borhood of SLO0D for a
5200,000 loan. Premiums
are expected to rise as title
companies brace for new
claims,
A homeowner with title
insurance shouldn’t have
to worry if the previous



They're more likely to seek
a large check than a return

to a house with an outsized
debt.

The siluation is murkier
for people who bought
their homes with cash and
didn't bother with title in
surance. The issue of whu
has proper title in that situ-
ation could be uncertain.

It is ot clear, which is
why the banks have im-
posed their own moratori-
ums on foreclosure,” says
CEOQO Tim Dwver of Entitle
Direct Group, the holding
company for EnTitle Insur-
ance Co, an Ohio title in-
surer, "Pcrtﬂnha]ly ou face

a legal hattle in that sifu-
ation.”
Analysts expect the sud-

den questions to lead to a

| flurry of claims on homes

now in the hands of other
people, some spurred by
lawyers (rving Lo capitalize

on the uncertainty.

“Lawyers who represent
homeowners in foreclo-
sure are going to see an ex-
plosion in demand,” said

“Tom Lawler, an indepen-

dent housing economist in
Virginia. In most cases, he
noted, “it’s unlikely that the
foreclosure will actually be

\ reversed and the title will
 revert to the original bor-

rower. But it’s possible.”

Rabcock, for one, says
his phones have been ring-
ing off the hook with calls
from people who were fore-
closed on and want to know
if he can get their houses
back.

He has sent off dozens of
letters to recent buyers of
those homes, alleging that
because of defects in the
foreclosure process they

don't actually own the prop-
erty and suggesting im-
pending legal action.

“Im not saying that all of
the titles are toxic,” he
says. “But many, many,
many are,”

Mark Stopa, a Tampa,
Fla, lawyer who repre-
sents hundreds of home-
owners facing foreclostire,
contends that perhaps a
quarter of cases have fitle
problems that merit chal
lenges.

Lepal experts concede
it's possible that there may
be a judge somewhere
who's disgusted enough
with how the banks con-
ducted  themselves to
throw out foreclosures. So
ifyou're the new owner of a
foreclosed property and
'évn;‘ﬁfaﬁ. what should you

Ll

First, check to make
sure you have a Gile policy
and the title is clear, which
means there are no liens
against the property and
the ownership is clearly es-
tablished.

- The fee to have a title
search conducted should
he 535 to $100, according to
Jason Biro, a 14-year veter-
an of the mortgage indus-
try who now runs the non-
profit consumer advocacy
firm Saving Your American
Dream.

If no problems surface,
you may still want to run
another fitle search every
six months or so if you are
interested in selling any-

time soon, given the cur-

rent confusion, Biro says, If
you've had the property
four years or so, it should
be OK, Stopa says.

Those who patd cash and

without fitle insurance will
not necessarily be forced to
pack up and leave.

That’s hecause many
states provide protections
for those who bought in
good faith, according to Bi-
ro — essentally anyone
who wasn't frying to ex-
ploil & flaw in the foreclo-
sure system. So the buyer
of a foreclosed property
should still be able to fend
off a tiflerelated claim. The .
downside: That fight could -
entail significant lepal ex-
penses:

In the future, there may
be a bigger issue — what -
happens
sales if buyers ate chnt
cerned that they can't get
title insurance. It's rare, but
not unheard of, for 4'titlé in-
surance company {0 he T
uidated.

Yet another rigk in the
flagging economy is that
the fitle insurance com-
pany is liquidated, leaving
you without protection.
That’s rare, but it does hap-
pen. Credit ratings agency
AM. Best Co. warned
buyers as recently as last
year of financial problems
among some fitle insurers.

- What about buying right
now? v

Rick Sharga, a Realty-
Trac senior vice president,
said buyers who are mak-
ing a foreclosure purchase
from & bank shouldn’t be
concerned. He says they
should just double-check
to make sure it's possible to
get title insurance,

If the title insurance com-
pany won't sell a policyona

.property, you probably

shouldnt buy it,
says.

Stopa

to foreclosure -



