


The Escrow Process Detailed

Prepare escrow instructions and pertinent documents

Receive beneficiary statement,

.

iRec:pt,iest demands, request

clarification of other liens (if any), |

review taxes on title report

review terms of transfer and
current payments status, send to

Order title search Obtain sigrfaﬁures == Process financing
B i oy e ' ( Request beneficiary statement } : Coordinate with
report, send for approval, ‘ new enr
if required
Receive loan

approval, check
for correct terms

buyer and seller for approval

Receive demands, enter into
file, send copy to seller

Request loan
documents

Review to determine that all conditions have been met and that all
documents are correct and available for sighatures. Contact all agents
regarding any remaining items needed prior to closing (termite inspection,

contingencies releases,

fire insurance ordered, 2nd trust deed drawn, etc..)

Figure file & obtain signatures
on all documentation

Forward documents to
title company

-

Return loan documents

& request loan funds

~ Order recording

Obtain funds from buyer

Receive title charges, balance file receive confirmation of recording,
~ prepare statements, disburse funds, send final papers to the proper parties




ESCROW PRORATIONS

While debits and credits are fairly straightforward and understandable, “Prorations”
tend to confuse most Buyers and Sellers.

“Prorating” is “dividing equally or proportionately to the time of use.” During escrow
it is customary to prorate taxes, interest, rents and homeowner’s dues between Buyer
and Seller in accordance with their respective periods of ownership. The most com-
mon date used for computing prorations is the close of escrow date, which is the actual
date change of ownership occurs.

Prorating applies to any charges which one party or the other may have incurred in
advance of the property’s sale, i.e. charges which cover a period of time following the
sale. When they are prepaid by the Seller, a credit to the Seller is due for the period of
time the Buyer will own the property from close to the date of the next payment due.
If the Buyer pays them after the sale, then a credit is due to the Buyer for the period of
time the Seller owned the property. The amounts paid by Buyer or Seller prior to or
after close have to be adjusted and prorations do the adjusting.

Prorations are normally based on a 30-day month.

Debit means the amount your account will be charged in a proration; Credit is the
opposite — it is an amount paid to your account in the proration. Prorating simply
divides a charge that has been paid in advance or is due to be paid into either a debit
or credit to your escrow account.




 MORTGAGE PAYOFFS AND ESCROW

When a Borrower/Seller has a loan that is to be paid off at close, they need to be aware that a
loan will be paid in full according to the written instructions in the payoff statement.

Interest on Real Estate Loans is paid in “arrears”. What is the simplest way to explain this? In
short this means that while the principal portion of the payment reduces the principal for the
current month, the interest portion of the payment is for the interest paid to the first day of that
month...not through the first of the following month like the principal amount.

Lenders require interest until the date they receive the payoff, not through the close of escrow.
What this means for the Borrower/Seller is a possible extra couple of day’s interest that they will
pay in order to accommodate the lender for the processing time necessary to receive and process
the payoff. ,

All lenders require that mortgage payments be kept current when a property is in escrow. When
making payments during the escrow period, it is recommended that it be made by cashiet’s check in
order to have proof of payment. Most Lenders require that one month’s payment be held for check

clearance even if payment was not made during the escrow period. The money is refunded to the
Borrower/Seller by escrow at the expiration of the holding period specified by the lender.

Impound Accounts for Taxes and Insurance: Not all Lenders will refund the amount impounded at
close of escrow. Some lender’s take as long as several weeks to return impounded funds. It is
recommended that the Borrower/Seller contact the Lenders payoff department and request an
expedited return of funds if they do not receive a credit through escrow.
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