Claim of the Week No. 10
Submitted by:
Roger Therien
Date:

August 29, 2008
1. Claim No.: C148204
2. Amount of missed lien, if applicable: N/A
3. Amount of loss or potential loss: $190,000
4. Brief Facts:
We insured a deed of trust in the amount of $190,000. There are six beneficiaries with fractionalized interests in the deed of trust. The grantor of the deed into the trustor has filed an action claiming that the deed is a forgery, which will likely result in a complete failure of title.
5. Recommendation to avoid claim:
This is a classic forgery claim involving a HARD MONEY LOAN with MULTIPLE BENEFICIARIES. Hard money lenders have been making subprime loans since long before “subprime” became a household word. Forgery claims are a major reason that claims involving hard money lenders are far higher than the norm.
An additional problem with these loans is that, legally, selling fractionalized interests is the same as selling shares of stock and is subject to numerous state and federal securities laws.

The attached bulletin dated January 10, 2004 on “High Risk Transactions” lists several high risk transactions requiring management approval. The item listed is hard money loans and multiple beneficiaries. It is very difficult to turn away business, but this kind of business is illusory because of the high number of claims like this week’s. Therefore, the general rule is to not insure multiple beneficiary loans. Exceptions are to be approved by Underwriting Counsel, but exceptions should be rare.
