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Happy Thanksgiving!
Thanksgiving Fun Facts

NEW
When it comes to Title and Escrow related issues, a picture’s worth
a thousand words. Chicago Title had proudly put together a library
of Title & Escrow Videos that you can collect and send to your
Home Buyers or Sellers. In the weeks to come, all Chicago Title
email subscribers will begin receiving these videos via email. Be
sure to contact your local sales representative if you are currently
not a subscriber.
Title: What is Escrow?

This video explains the escrow process and
the responsibilities of the Escrow Officer.

• The Plymouth Pilgrims were the first to celebrate the Thanksgiving.
• The Pilgrims sailed across the Atlantic Ocean to reach North America.
• They sailed on the ship, which was known by the name of ‘Mayflower’.
• They celebrated the first Thanksgiving Day at Plymouth, Massachusetts.
• The Wampanoag Indians were the people who taught the Pilgrims how to
cultivate the land.
• The Pilgrim leader, Governor William Bradford, had organized the first
Thanksgiving feast in 1621. He invited the neighboring Wampanoag
Indians to the feast.
• The first Thanksgiving celebration lasted three days.
• The pilgrims didn’t use forks; they ate with spoons, knives, and their fingers.

ESCROW CORNER
Referral Fee?
Teresa Varnes, REO escrow department manager for Chicago Title’s
Everett, Wash. office, was working on a purchase transaction for
another escrow officer who was out on vacation. The sale price was
$325,000 with a new loan in the amount of $292,500. The buyer’s
loan package had arrived and Teresa was inputting the lender fees
— which was not an easy task given the lender redrew the loan
documents five times!
cont’d on next page
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Title: What is Title Insurance?

This video explains the benefits of purchasing
Homeowners Title Insurance and its’ coverages.

Title: What to look for
in a Title Company

This video explains the importance of
choosing the RIGHT Title Company.

Referral Fee?

cont’d

After the borrower signed the documents, Teresa started
preparing the file to be disbursed. Teresa reviewed the
Commission Disbursement Authorization from the selling
broker. On the form, it directed the settlement agent to send
a referral fee to Sunset Real Estate Attn: C. Smith. The buyer’s
name in the transaction was Cindy Smith. Teresa thought it
could not be a coincidence the buyer’s name and the referral fee
payee’s name matched.
Teresa reviewed the lender’s instructions to verify no credit
was supposed to be paid by the selling broker to the buyer at
closing. She then looked at the loan application to see where
the buyer was employed. The buyer’s loan application indicated
she was employed at JetCity. Whew! Smith was not employed
at Sunset Real Estate after all. Smith is a common name, Teresa
did not give it another thought. She continued working on the
file without further questioning the payment of the referral fee.
Once the file was balanced and ready for disbursement, Teresa
handed the file off to Shelley Wiese, an escrow assistant.
Shelley reviewed the file and brought it back to Teresa when she
discovered the same likeness between the buyer’s name and the
referral fee payee’s name at Sunset Real Estate.
Shelley found email correspondence in the file from the buyer.
Most of the emails were generated from the buyer’s personal
email account, but there was one email the buyer sent to
Shelley months ago with a signature block that showed her as a
real estate agent from Sunset Real Estate!
Together Shelley and Teresa emailed the lender the Commission
Disbursement Authorization reflecting a disbursement to
Sunset Real Estate, to the attention of C. Smith in the amount
of $5,875 and asked if the payment was approved by the lender.
The lender did not approve the payment and insisted Teresa
close the loan and pay 100% of the commission to the selling
broker without payment of the referral fee, which she did.
Shelley notified the broker the referral fee would not be paid
at closing.

Moral Of The Story
Funds paid to or on behalf of a borrower by the seller, real estate
agent, mortgage broker or anyone else must all be reflected on
the settlement statement and approved by the lender prior to
closing.
Had the disbursement been made back to the borrower and
later the loan went into default, the lender could have made

a claim against the Company’s closing protection letter and/
or title insurance policy for allowing funds to be paid to the
borrower without their knowledge.
Additionally, this same type of payment could invalidate a
short pay approval letter. Had this transaction been a short
sale, the Company could have been in double jeopardy by being
responsible for any unpaid balance to the short pay lender and
the new lender. If the short pay lender rescinds their short pay
approval they can also refuse to release their lien. Since we
would have insured the new lender in first lien position, they
would have reason to file a claim against their policy as well.

Tax Scams to AVOID
Don’t Fall Prey to the 2011 Dirty Dozen Tax Scams
According to the IRS, hiding income in offshore accounts, identity
theft, return preparer fraud, and filing false or misleading tax
forms top the annual list of “dirty dozen” tax scams in 2011,  
“The Dirty Dozen represents the worst of the worst tax scams,”  
IRS Commissioner Doug Shulman said. “Don’t fall prey to these
tax scams. They may look tempting, but these fraudulent deals
end up hurting people who participate in them.”
The IRS works with the Justice Department to pursue and shut
down perpetrators of these and other illegal scams. Promoters
frequently end up facing heavy fines and imprisonment.
Meanwhile, taxpayers who wittingly or unwittingly get involved
with these schemes must repay all taxes due plus interest and
penalties.
Following is the Dirty Dozen for 2011:
#1. Hiding Income Offshore
The IRS aggressively pursues taxpayers involved in abusive
offshore transactions as well as the promoters, professionals
and others who facilitate or enable these schemes. Taxpayers
have tried to avoid or evade U.S. income tax by hiding income
in offshore banks, brokerage accounts or through the use of
nominee entities. Taxpayers also evade taxes by using offshore
debit cards, credit cards, wire transfers, foreign trusts, employeeleasing schemes, private annuities or insurance plans.
Tax Scams will be continued on the next issue of ChicagoBlog.
Source: www.irs.gov
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