Claim of the Week No. 1
June 27, 2008

We in the regional underwriting department have always felt that the best method to learn and teach is by reviewing mistakes and errors that have already occurred.  Roger Therien, West Region’s Regional Counsel came up with the concept of obtaining information about the various claims that our Claims Department has been handling and passing on the information of how these claims arose and what our practice is or should be in order to avoid such claims in the future.  Our intent is to make these Claims of the Week as brief as possible.  When a previous practice bulletin had been issued we will attach this bulletin for your additional review.  We also want to thank the Claims Department for expending the time and effort in providing us with the claim information. 
Our first Claim of the week was submitted by:  Bruce Howard Epstein on June 25, 2008.
1. Claim No.:  C151294-BHE
2. Amount of missed lien, if applicable:  currently approx. $520,000.00
3. Amount of loss or potential loss:  up to approx. $520,000.00
4. Brief Facts:

Federal abstract of judgment (“AJ”) arising out of a criminal proceeding was recorded in 1993 against prior owner.  The AJ was shown in the starter and the search file.  In both instances it was marked “OBT”.  The AJ on its face says that it is good for 20 years renewable in 20 year increments.
5. Recommendation to avoid claim:

Do not act simply on the title or general appearance of a document: read it and, if necessary, look up any statutory reference.  Unlike AJ’s issued by state courts (which in California are good for ten years unless renewed pursuant to state law), Federal AJ’s have a duration of 20 years.  Although the U.S. in some instances has agreed to comply with the priority scheme devised by each state for some of its liens, not all Federal AJ’s fall within such agreements.  As such some Federal AJ’s against the Buyers of residential property attach to the PIQ immediately upon acquisition of the PIQ and the statutory “purchase money protection” afforded to purchase money lenders are inapplicable and attach ahead of such loans.  We are attaching Underwriting Bulletin # 6 which deals with this topic.  Although the statutory references are California specific, almost all of the states in the West Region have similar statutes. 
Two more things to remember:  (1) When in doubt, call your underwriter; (2) The only dumb/stupid question is the one that isn’t asked.
