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DATE:

September 16, 2005
TO:

West Region Managers
FROM:
Roger Therien



Senior Underwriting Counsel, West Region

SUBJECT:
Mandatory Disclosure Form for Referrals to Affiliated Companies


One to Four Family Residential Property ONLY

Introduction

For transactions involving one to four family residential property only, the Real Estate Settlement Procedures Act (RESPA) requires that a disclosure must be provided in a specified format when making a referral to an affiliated company. Most referral activity occurs with our escrow operations where we refer customers to Buyers Home Warranty Company, LandAmerica Exchange Company, LandAmerica Property Inspection Services, etc. Attached is a disclosure form I have prepared for our California Lawyers Title operations.
RESPA is not new – it was enacted in 1974. What is new, however, is that LandAmerica now has numerous affiliated businesses, so we need to apply an old law to a new situation. Take a look at your copy of the loan package from the last time you refinanced a loan on your home. Chances are that the lender provided you with a similar disclosure notice because many lenders have numerous affiliated companies.

Mandatory Procedure

Please immediately proceed as follows:

1. If any operations under your supervision refer business to LandAmerica affiliates, you need to modify the attached disclosure form to fit your situation.

2. The disclosure form must be provided on a separate piece of paper no later than the time of each referral. Customers must be requested to sign and return the form, but do not delay a transaction if a customer fails to do so.

3. The estimated ranges of charges in the attached disclosure form are not cast in stone. If they are not accurate, please modify them to make them accurate.

4. There may be additional affiliated companies that I am not aware of. Please add them and their estimated range of charges, as appropriate, to your disclosure form.

5. You should consult with underwriting counsel if you need assistance in preparing the form.

Legal Background

An excerpt from the regulation requiring the disclosure is set forth below. It is part of Regulation X, which is the HUD regulation that implements RESPA. Appendix D to Regulation X specifies the format of the disclosure and served as the model for the attached disclosure form.

24 CFR 3500.15 Affiliated business arrangements.

(b) Violation and exemption. An affiliated business arrangement is not a violation of section 8 of RESPA (12 U.S.C. 2607) and of [24 CFR] §3500.14 if the conditions set forth in this section are satisfied. . . .

(1) The person making each referral has provided to each person whose business is referred a written disclosure, in the format of the Affiliated Business Arrangement Disclosure Statement set forth in appendix D of this part, of the nature of the relationship (explaining the ownership and financial interest) between the provider of settlement services (or business incident thereto) and the person making the referral and of an estimated charge or range of charges generally made by such provider (which describes the charge using the same terminology, as far as practical, as section L of the HUD–1 settlement statement). The disclosures must be provided on a separate piece of paper no later than the time of each referral . . .

(2) No person making a referral has required (as defined in §3500.2, “required use”) any person to use any particular provider of settlement services or business incident thereto . . .

(3) The only thing of value that is received from the arrangement other than payments listed in § 3500.14(g) is a return on an ownership interest or franchise relationship.
. . . 

(c)(2) Affiliate relationship means the relationship among business entities where one entity has effective control over the other by virtue of a partnership or other agreement or is under common control with the other by a third entity or where an entity is a corporation related to another corporation as parent to subsidiary by an identity of stock ownership.

. . .

Affiliated Business Relationship Disclosure

Lawyers Title Company

This disclosure is being given pursuant to a federal law known as the Real Estate Settlement Procedures Act in order to give you notice that Lawyers Title Company (“Lawyers Title”) has a business relationship with the affiliated companies named below.

Lawyers Title is wholly owned by Lawyers Title Insurance Corporation (“LTIC”), which is wholly owned by LandAmerica Financial Group, Inc. (“LandAmerica”). Because of these relationships, this referral may provide Lawyers Title, LTIC or LandAmerica with a financial or other benefit.

1. Affiliated Company:
Buyers Home Warranty Company
Nature of Relationship:
Wholly owned by LandAmerica

Service Provided
Estimated Charge or Range of Charges
Home Warranty Insurance
Basic Plans range from $250 to $330.  Additional Options are available and range from $50 to $200 depending on the options selected.

Natural Hazard & Zone

Disclosure Reports
$79.95

2. Affiliated Company:
LandAmerica Exchange Company
Nature of Relationship:
Wholly owned by LandAmerica

Service Provided
Estimated Charge or Range of Charges
Accomodator/1031

Exchange Services
$750.00

3. Affiliated Company:
LandAmerica Property Inspection Services, Inc.

(Formerly Inspectech, Inc.)
Nature of Relationship:
Wholly owned by LandAmerica

Service Provided
Estimated Charge or Range of Charges
Property Inspection
Basic charges range from $250 to approximately $500. The charges can be more than that for very large homes.

You are NOT required to use the provider(s) listed above as a condition for settlement services provided by Lawyers Title in connection with the purchase, sale or refinance of your property. THERE ARE FREQUENTLY OTHER SETTLEMENT SERVICE PROVIDERS AVAILABLE WITH SIMILAR SERVICES. YOU ARE FREE TO SHOP AROUND TO DETERMINE THAT YOU ARE RECEIVING THE BEST SERVICES AND THE BEST RATE FOR THESE SERVICES.
ACKNOWLEDGMENT: I/we have read this disclosure form, and understand that Lawyers Title is referring me/us to purchase the above-described settlement service(s) and may receive a financial or other benefit as the result of this referral.

_____________________________________

_____________________________________

Signed






Signed

Print Name: ___________________________

Print Name: ___________________________

