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Stephen D. Morrison
Senior Vice President
Secrelary and General Counsel

, Norwest Morigage, Inc.
NORWEST MORTGAGE . 405 S.W. 5th Slreet
. Des Moines, IA 50309-4626
515/221-7520
Fax 515/221-5192

August 31, 1994

The Honorable Steven T. Foster

Commlssxoner.of Insuran'ce. © Case No. NS 50079
State Corporation Commission _ Sponsor — ¥+akk
Bureau of Insurance Exhibit No. MO D=2,

1300 East Main Street, 6th Floor ‘ . Bannster
Richmond, VA 23219 ‘ga};;gsi-m“”-%%ﬂ‘“:—‘g!ﬁm = euslop
RE: Title Option Plus

Letter from Lawyers Title Insurance
Corporation dated August 22, 1994

Dear Commissioner Foster:

While | hesitate to waste your time any further on this matter, it is important to
clear up a number of false and misleading statements contained in the above-
referenced letter to you which was also copied to several other people.

To start with, as Lawyers Title admits cn the middle of page 3 of their letter, the
TOP product is plainly and simply a title search performed by competent :
abstractors and attorneys employed by ATI Title Company ("ATI"). ltis untrue, — =
however, that a “truncated" search is performed. ATl uses the same standards !
of care that ATl uses when it issues title insurance. ATI then certifies the
status of record title to its corporate parent Norwest Mortgage, Inc. ("NMI").
NMI has decided that it is willing to rely on this certification rather than lenders
title insurance or a third party attorney's title opinion when it makes the o
standard representation and warranty (required from all lenders) to the L
secondary marketing agencies when it sells the loan on the secondary market. [ .-

W

NMI made this decision based on its belief in the quality of the search
performed by ATl. The TOP product is available only to NMI.

624



The Honorable Steven T. Foster
August 31, 1994
Page 2

We are convinced that TOP is most definitely not insurance. It is a method of
title determination under which the lender determines the state of the records
and assumes the risk any outside-the-record defects pose to its own loan (the
same risks that lenders assume when they use third party attorney opinions).
lee a lender's title insurance policy or an attorney's opinian, it offers no direct
grotectlon to the borrower. It offers the same amount of "indirect" protection to
a borrower as does a lender's title insurance policy or an attorney's opinion
(i.e. the "cold" comfort that the lender is willing to put out the lion's share of the
cash based on its determination that title is satisfactory to it). The borrower is
clearly informed that there is no direct protection to him/her-with either TOP or
a lender's policy and the borrower glects after full d isclosure whether to use
TOP or a title insurance system.

NMI sales representatives provide a consumer disclosure to borrowers in
connection with their election whether or not to use the TOP product (copies
attached). This is in addition to the required (VA Section 38.2-4616) notice
that the settlement agent provides. It is totally self serving for Lawyers Title to
claim that the consumer does not know what he/she is doing if he/she elects
not to spend the extra money for an owner's policy after receipt of all this
disclosure.

We disagree that we "must convince borrowers that TOP is all they need or
they have no product." We believe that anyone who refinances is a clear
winner using TOP over lenders title protection and we hope that
TOP will be used on most NMl refinances where the service is offered. We '
further believe that TOP may be logically selected when a buyer has little or no
equity at risk because in many states an owner's policy is much more
expensive than only a lenders policy. Given the illustration used on page 3 of
the letter, the consumer has the option to pay $617 for an owners and
mortgage protection plus any add on costs of endorsements, or he/she can’
buy TOP for $361 and have no owner's protection. TOP is a legitimate
competitive alternative. In many places consumers frequently elect not to
spend the extra money required to buy an owner's policy.

Quite frankly, the desperation felt by Lawyers Title is evident in their specious
analogy to credit insurance, and their reference to the Grand Rent A Car case.
In both of these instances, the customer has been promised direct protection,
which is an essential element of insurance. The TOP product makes it very
clear that the customer gets no direct title Jrétection_from ATI, NMI or anyone

else. _
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The Honorable Steven T. Foster
August 31, 1994
Page 3

The legal arguments made by Lawyers Title on page 4 of their letter (when
viewed in light of the true facts) actually proves the falsity of their premise. ATI
does not agree to cure defects in title for the customer or for NMI, or anyone
else. There is simply no promise by ATl to anyone to pay money "upon the
destruction or injury of something in which the other party has an interest”
(other than based on its implied duty to not commit negligence in its search).
All risks of potential loss (whether disclosed in the search or which are outside
the official record) to NMI are assumed totally by NMI.

Lawyers Title's attempt to-imply a RESPA violation also shows their ignorance .
of both the facts and the law. NMi does offer incentives to jis sales
representatives (the "Top Hat Contest") which is perfectly legal under the
existing Regulation X. The fact that some of the people want the Regulation to
be revised does not and cannot make current actions under the Regulation
illegal.

The fundamental flaw in ALTA and Lawyers Title's arguments against TOP is
that NMI (and any other or all lenders) could very easily under currently
existing laws and investor guidelines, never buy another lenders title policy by
simply relying on attorneys' title opinions. The only difference with TOP is that
NMI uses its wholly owned subsidiary, ATl Title, to perform the title search
function instead of a third party attorney and NMI makes its own determination
as to the adequacy of title revealed by that search. There is not one scintilla of
difference between the protection a borrower would receive based on a third
party attorney's opinion issued to the lender [i.e. absolutely none] and the
protection a borrower receives based on a TOP search. Lack of borrower
protection is simply not a real issue. It is a red herring dangled by ALTA and
Lawyers Title to prevent fair and honest competition with their product.

The additional comment that NMl's (not ATl's) materials suggest a refinancing
borrower should look to his/her original owner's policy, if one was obtained
when the property was purchased, is entirely proper. Lawyers Title's apparent
position that the original owner's policy somehow does not last for the term of
the consumer's ownership ought to be a matter of significant concern to the
Commissioner, since it directly contravenes the terms of title protection
promised by the underwriter in the owner's policy itself.

NMI is convinced that it is offering a legitimate option to borrowers ata
competitive price with full disclosure. We are, however, willing to further
expand the disclosure we provide if there are reasonable concerns as to its
adequacy. We expect to compete on a fair and honest basis.
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Tﬁe Honorable Steven T. Foster
- August 31, 1994
Page 4

| appreciate your time and understanding of this matter. If you have any
questions, please do not hesitate to call or write. '

Sincerely, ?:7
: Ve
/
\

SDMidg

cc: {eputy Insurance Commissioner, Mary Bannister
The Honorable Nelson A. Diaz, General Counsel HUD
The Honorable James S. Gilmore, lll, Attorney General
James R. Maher, ALTA
Janet Alpert, Lawyers Title
Greg Merkle
Michael J. Keller
Michael G. Fahey

627



Exhibit A (1 of 1)

. Consumer Title Status Election
First Lien Options - REFINANCE .
cstimated Cost Comparison $ { Proposed Loan Amount)
Cost Option A ' Option B ATl
Lender’s Title ATl Title Savings
Insurance (3) Condition Report (4)
j1le Insurance Premium N
'ndorsement Fees (1) U
\bstract Fee (if separately charged) -U-
-{J-

‘urvey or Plat drawing (2]

otal Estimate

“cotnoles

‘1] Certain policy endorsements are required by many lenders when title insurance is purchased. These endorsements often cost $15 to $50 or
nore. Lenders using the ATI Title Condition Report do not require these endorsements.

2] No survey or plat drawing is required when an AT Title Condition Report is issued, Depending upon the geographrc ares, these costs can
ary significantly. Costs in the $75 to $100 range sre typical.

3) Lender’s title insurance cost is based upon loan amount. Lender’s title insurance alfords protection, to the Lender only, against title defects.

<) Owner’s title insurance coverage is not available if AT! Title Condition report is elecled. I you obtamed an Owner 's title insurance policy
vhen you purchased the property, that policy will remsin in effect.

»

Jisclosure

1T/ is a wholly owned subsidiary of Norwest Mortgage, Inc. Selection of AT/ as a provider of title insurance or a
“itle Condition Report is not a condition for the granting of a loan by Norwest Mortgage, Inc. .

flection
0 Option A
QO Option 8
‘trower’s Signature ’ Daie Borrower’s Signature Date

Ty «124 Foq



Exhibit B (1 of 1)

Consumer Title Status Election
) First Lien Options - PURCHASE -

H
Estimated Cost Comparison $

. S
{ Proposed Loan Amount)

{ Purchase Price)

Cost Option A Option 8 Option C Option C’s | Option C’s

Lender’s Title|Lenders and Owners | AT Title Condition|Sévings Over|Savings Over
Insurance (3)| Title Insurance (4] Report (5] | Option A Option 8

2remivm _

“ncdorsement Fees (1) -0-

ibstract Fee (if separately charged) -0-

Survey or Plat drawing (2) 0-

“otal Estimate

“cotnoles

1) Cer1ain policy endorsements are required by many lenders when litle insuronce is purchased. These endorsements often cost $15 to $50 or
nore. Lenders using the ATI Title Condition Report do not require these endorsements.,

2} No survey or plat drawing is required when an AT! Title Condition Report is issued. Depending upon the geographic srea, these cosis can
vy signilicantly. Costs in the $75 10 $100 range are typical. '

3] Lender’s title insurance cost is based upon loan amount. Lender’s iitle insurance affords protection, to the Lender only, against title defects.
ender’s title insurance will not be provided by ATl unless Borrower elects option 8 and elects 10 use ATl in a state where ATl is licensed to sell
tla insurance. In some states this cost may ba less than estimaied here if certain conditions are satisfied.

2) Owner’s title insurance cost is customarily based upon Purchase Price. The cost shown in this column assumes that the"owner's policy is

urchased in conjunction with 8 lender’s policy. Norwest Mertgage does not require the Borrower to obtain an owner’s policy. Please ask your
‘crwest Sales Representative any questions you have about owner’s title insurance.

3) Owner’s Title Insurance coverage is not available if the ATI Title Condition Report is elected.

‘isclosure

Tl is @ wholly owned subsidiary of Norwest Mortgage, Inc. Selection of ATl as & provider of tille insurance or a
itle Condition Report is not a condition for the granting of a loan by Norwest Mortgage, Inc.

‘ection

O Option A
Q Option 8
O Option C (not available if option A or B are elected)
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LAWYERS TITLE

Regulator Tussle.
Over Title Product

BY STEVE JORDON
WORR, D=HEALLD BIDNESS EOOR

Adisputcoveranew land title preduct
offered by Norwest Morgage Co
went to count Monday aftct Nebraska's
insutance dircctor ordered the company
10 stop selling the product,

By the end of the day. the Nebraska
Insurance Deparument -said it would
uithdraw iis order but held a hearing
next week en the issue. An atterney
for Norwest Mongage of Des Moines
said the issue may go 1o a judge.

And a nstional Ude insurance group
said Norwest Mortgage’s “Title Opticn
Plus™ misleads home duyers and doesn't
protest consumers.

James R, Maher. executive vice presi-
dent of the American Laad Title Asso-
clatien in Washinglon. D.C. sad
Norwest's marketing “will distont public
understanding™ of 1itle insurance.

That's ineorrect, said Steve Morrison,
senjor vie:fmidcm. secreary and gehe
era] counsel for Norwest Mortgage and
its AT1 Title subsidiary.

“They're afraid of the competition.”
Morrisen said, “It's 2 wef hanle.”

Al the core of the dispute s whether
Title Option Plus is insurance, The State
Insurance Department says it is and that
Neruzst Mortgage, 3 division of Nors
west Corp. of Minneapolis, and ATI
would need icenses to sell i1,

Norwest Monigage says the product is
not insurance but rather 3 dtle search
system ta protest mortgage leaders,

Also in dispute is when home huyers
need to buy title insurance,

Roders G, :Lange, acting insurince
director. for Nebraska. issued 2n order
Friday saying Nerwest and ATl must
sto: any insurance business in the sute
and show a1 3 hearing SepL. 7 why the
ban should not be permanent,

Kris Thomas, attomey for insurance
depanment, sud Title Option Plus is

" insurance because the borrawer chonses
the program and Norwest guarantees the
clsim on the property 10 the Federsl
Home Loan Morigage Carp.

She said Norwest Mongage markeis
Title Option Plus in 12 other states.
including Towa. Each staie would exam-
ine Tide Option Plus in light of its oun
title insurance laws, she said,

The Nebraska depanment elso has
questions about hew the product is
marketed to consumers, thesaid.

The American Land Tlule Assesiation,
the trade group. said Tide Optica Plus
does not protect consumers and confuses
home buyers,

The association’s Maher said that

Norwest Mortgage maskets Title Option
Phus as 3 subsiitute for lender's utle
insurance but that Total Optien Plus is
based on 3 1nore Umited search of tide
records, He said Norwest also suggests
that buyers don’t need title insurance,

He said the Fﬁ:c advantage offered by
Tide Opuion Plus is “minimal™ and ~is
more than ofTset by the absence of any

tolection for consumers. eompounded
y the confusion generated by Norwest's
marketing effons,” ’

Morrison, thé Nerwest Monigage ate
terney. said the company filed a Jawsuit
in Lancastet County Disisict Ceurt
Meoday asking a judge 0 stop enforce-
ment of Lange's order, ;

In light of the lawsuit, Ms. Thomss
said, Lange is 10 revise his order when he
retuerns to the state Thursday. removing
the arder hajting sale of the product. The
Sept. 7 hearing and the issues in dispute
remain, she saud,

Morrison said Lange does not have the
authority to call & hearing on the issue
but ratber would have 1o ack the Sute
Auomcy Ceneral 10 bring coun action,

“We probably will foree kim 10 do
thal™ Morrisen s2id. “We'd rather get
before a judge.” .

Norwest Mongage and ATl have been
selling Towl Optien Plus since July.
Momison swid, He said the {and dile
irsurases association “has really been
rauling people’s eages.” .

No otber swstes have jssued orders
similar 10 Lange's. Morrisen said,

*[r's clearly not insurasce,™Morrison
said, “Itis very simply a title search done
by qualificd abstractorsand atiomeys.”

'Phc Federal Home loan Mortgage
Cerp. and other 2gencice that handle
monﬁges require that lenders puzranice
thatthelnan carries the primary chiimon
a house, Morrison taid.

For 20 years mest lenders have backed
their guarsatess with title insurance, he
said, but before that guarantees wers
backed by opinions tased on litle
searches like Title Option Plus,

The program is abaut 10 perent

cheaper than lender’s tide insurance, -

Marrisan said. .

He said Norwest does not compare
Title Option Plus to barrower’s insure
ance, He said the company fully informs
herrowers about the product. iacluding
risks and cois.

Morrisen sid he would huy title
insurance if he was making a big down
payrent and purchasing a home |h:ou§h
anewmortgage. If he was refinuncing, e
said, “there is rio reasen in the world 10
buy an owner's policy, if vou 2iready
bave one froin the first (morigage).”

<< RICHMOND

8 ‘§,

L rhwet
N v
~.'\‘-...... .:.j'
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STEVEN T. FOSTER
COMMISSIONER OF INSURANCE

BON 117
RICHATIOND, VIRGINIA 23209
TELEPIIONE: (804) 371.974)
TDD/VOICE: (804) 371-9206

X ‘* QR '
STATE CORPORATION COMMISSION
BUREAU OF INSURANCE

September 1, 1994

Mr. Stephen D. Morrison
Senior Vice President
Secretary and General Counsel
Norwest Mortgage, Inc.

405 S. W. 5th Street

Des Moines, Iowa 50309-4626

Re: Title Option Plus
Letter from Lawyers Title Insurance Corporation

Dear Mr. Morrison:

This will acknowledge receipt of your faxed letter
dated August 31 concerning Lawyers Title Insurance .
Corporation's August 22 letter to the Bureau. I have asked
my staff to review this matter and will include your letter
as part of our file. We will be back in touch with you once
our review has been completed.

Sincerely yours,

@?T? Foster

Commissioner of Insurance

sTF/¥ic

cc:V Mary Bannister
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Stephen D. Morrison
Sanior Vice President
Secretary and General Counsel

..... 4 Norwest Mortgage, inc.

NORWEST MORTGAGE 405 S.W. 5th Srreet
.. Des Moinegs, IA 50309-4626

5157221-7520
Fax §15/221-5192

August 31, 1994

The Honorable Steven T. Foster
Commissioner of Insurance
State Corporation Commission
Bureau of Insurance

1300 East Main Street, 6th Floor
Richmond, VA 23219

RE: Title Option Plus
Letter from Lawyers Title Insurance
Corporation dated August 22, 1994

Dear Commissioner Foster:

While | hesitate to waste your time any further on this matter, it is important to
clear up a number of false and misleading statements contained in the above-
referenced letter to you which was also copied to several other people.

To start with, as Lawyers Title admits on the middle of page 3 of their letter, the
TOP product is plainly and simply a title search performed by competent
abstractors and attorneys employed by ATI Title Company ("ATI"). Itis untrue, -
however, that a "truncated” search is performed. ATI uses the same standards
of care that ATl uses when it issues title insurance. ATI then certifies the

status of record title to its corporate parent Norwest Mortgage, Inc. ("NMI™).

NMI has decided that it is willing to rely on this certification rather than lenders
title insurance or a third party attorney's title opinion when it makes the

standard representation and warranty (required from all lenders) to the
secondary marketing agencies when it sells the loan on the secondary market.

NMI made this decision based on its belief in the quality of the search
performed by ATI. The TOP prodi~t is available only to NMI.
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The Honorable Steven T. Foster
August 31, 1994
Page 2

We are convinced that TOP is most definitely not insurance. It is a method of
litle determination under which the lender determines the state of the records
and assumes the risk any outside-the-record defects pose to its own loan (the
same risks that lenders assume when they use third party attorney opinions).
Like a lender’s title insurance policy or an attomey’s opinion, it offers po direct
protection to the borrower. It offers the sarne amount of “indirect” protection to -.
a borrower as does a lender’s title insurance policy or an attorney's opinion

(i.e. the "cold" comfort that the lender is willing to put out the lion's share of the
cash based on its determination that title is satisfactory to it). The borrower is
clearly informed that there is no direct protection to him/her with either TOP or
a lender’s policy and the borrower glects after full disclosure whether to use
TOP or a title insurance system.

NMI sales representatives provide a consumer disclosure to borrowers in
connection with their election whether or not to use the TOP product (copies
attached). This is in addition to the required (VA Section 38.2-4616) notice
that the settlement agent provides. It is totally self serving for Lawyers Title to
claim that the consumer does not know what he/she is doing if he/she elects
not to spend the extra money for an owner's policy after receipt of all this
disclosure.

We disagree that we "must convince borrowers that TOP is all they need or '
they have no product." We believe that anyone who refinances is a clear
winner using TOP over lenders title proteclion and we hope that

TOP will be used on most NMI refinances where the service is offered. We
further believe that TOP may be logically selected when a buyer has little or no
equity at risk because in many states an owner’s policy is much more
expensive than only a lenders policy. Given the illustration used on page 3 of
the letter, the consumer has the option to pay $617 for an owners and
mortgage protection plus any add on costs. of endorsements, or he/she can
buy TOP for $361 and have no owner's protection. TOP is a legitimate
competitive alternative. In many places ccnsumers frequently elect not to
spend the extra money required to buy an owner’s palicy.

Quite frankly, {he desperation felt by Lawyers Title is evident in their specious
analogy to credit insurance, and their reference to the Grand Rent A Car case.
In both of these instances, the customer has been promised direct protection,
which is an essential element of insurance. The TOP product makes it very
clear that the customer gets nq direct title protection from ATI, NM! or anyone
else.
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The Honorable Steven T. Foster
August 31, 1994
Page 3

The legal arguments made by Lawyers Title on page 4 of their letter (when
viewed in light of the true facts) actually preves the falsity of their premise. ATI
does not agree to cure defects in title for the customer or for NMI, or anyone
else. There is simply no promise by AT! to anyone to pay money “upon the
destruction or injury of something in which the other party has an interest"
(other than based on its implied duty to not commit negligence in its search).
All risks of potential loss (whether disclosed in the search or which are outside
the official record) to NMI are assumed totally by NMI.

Lavsyers Title's attempt to imply a RESPA violation also shows their ignorance
of both the facts and the law. NMI does offer incentives to jis sales
representatives (the "Top Hat Contest") which is perfectly legal under the
existing Regulation X. The fact that some of the people want the Regulation to
be revised does not and cannot make current actions under the Regulation
illegal.

The fundamental flaw in ALTA and Lawyers Title's arguments against TOP is
that NMI (and any other or all lenders) could very easily under currently
exisling laws and investor guidelines, never buy another lenders title policy by
simply relying on attorneys' title opinions. The only difference with TOP is that
NMl uses its wholly owned subsidiary, ATl Title, to perform the title search
function instead of a third party attorney and NMI makes its own determination
as to the adequacy of title revealed by that search. There is not one scintilla of
difference between the protection a borrower would receive based on a third
paity attorney's opinion issued to the lencler [i.e. absolutely none] and the
protection a borrower receives based on a TOP search. Lack of borrower
protection is simply not a real issue. Itis a red herring dangled by ALTA and
Lawyers Title to prevent fair and honest competition with their product.

The additional comment that NMi's (not ATl's) materials suggest a refinancing
borrower should look to his/her original owner's policy, if one was obtained
when the property was purchased, is entirely proper. Lawyers Title's apparent
position that the original owner's policy sornehow does not last for the term of
the consumer's ownership ought to be a matter of significant concern to the
Commissioner, since it directly contravenes the terms of title protection
promised by the underwriter in the owner's policy itself.

NM! is convinced that it is offering a legitimate option to borrowers at a
competitive price with full disclosure. We are, however, willing to further
expand the disclosure we provide if there are reasonable concems as to its
adequacy. We expect to compete on a fair and honest basis.
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The Honorable Steven T. Foster
August 31, 1994
Page 4

| appreciate your time and understanding of this matter. If you have any
questions, please do not hesitate to call or write.

Sincerely, 27
. / -
y/a —~

cc:  Deputy Insurance Commissioner, Mary Bannister
The Honorable Nelson A. Diaz, General Counsel HUD
The Honorable James S. Gilmore, 1], Attorney General
James R. Maher, ALTA
Janet Alpert, Lawyers Title
Greg Merkle
Michael J. Keller
Michael G. Fahey

“ete TOATN - mem o
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NORWEST MORTGAGE, INC.
STEPHEN MORRISON - LEGAL DEPARTMENT
405 S.W. 5TH STREET
DES MOINES, IA 50309

PHONE: (515)221-7520
FAX: (615)221-5192

Please deliver to:

NAME TELECOPY

The Honorable Steven T. Foster
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REABSA Norwest Mortgage, Inc.
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405 S.W. 5th Slreet
NAERE MORTGAGE Des Moines, IA 50309-4626
g@Nes 515/221-4762

Fax 515/221-5192

September 1, 1994

The Honorable Steven T. Foster
Commissioner fo Insurance
State Corporation Commission
Bureau of Insurance

1300 East Main Street, 6th Floor
Richmond, VA 23219

RE: Title Option Plus (TOP)
Dear Mr. Foster:

This is a follow-up to Stephen Morrison's letter of August 31, 1994. I am sending
this letter to others who have asked about TOP and I want you to have it also.

Enclosed please find a copy of Norwest Mortgage, Inc's ("NMI") internal proprietary
manual on TOP. The manual contains samples of the documents presently used by
"ATI" in connection with TOP. I would also like to give you our analysis of TOP.
TOP is available exclusively to NMI.

BACKGROUND

American Land Title Association (ALTA), the title insurance underwriters trade
association, believes TOP is a threat to their stronghold on the business of selling title
insurance in our nation. Consequently, ALTA has orchestrated a campaign against
TOP that involves contacting state insurance departments, legislators, and the media.

_ ALTA's campaign seems to be two-pronged. First, it alleges that TOP is somehow
the "business of title insurance” and, therefore, it is subject to your regulation and
~ violates your law. Our response is that TOP is most definitely not, for the reasons
" explained below, title insurance, and violates none of your laws. '

Second, ALTA puts on a self serving consumer protection hat and claims that TOP is
a disservice to the consumer and is being marketed in a misleading manner. Our
response: (1) TOP is a clear benefit to consumers who are refinancing their homes,
and (2) TOP is a less expensive alternative to lender's title insurance in the "purchase
of a home" context and these cost savings must be weighed by the consumer against
the absence of an owner's title insurance ~olicy. We believe the consumer should be
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given full disclosure of all available alternatives and be allowed to choose whether or
not to save money and assume some risk.

EXPLANATION OF TOP

TOP is a search of the real estate records by "ATI," a title:insurance agent which is a
wholly-owned subsidiary of Norwest Mortgage, Inc. ("NMI"). The scope of the
search is the same as ATI uses when it issues title insurance. This type of search is
available to any customer of ATI. It is the use of this report by NMI that makes it
unique.

TOP is a method of title determination used by NMI that allows it to sell first lien
loans in the secondary market without having its warranty of "first lien status” backed
by a lender's/mortgagee's title insurance policy.

The secondary market agencies (FNMA, FHLMC and GNMA) buy first lien loans.
They require each of their sellers to warrant that each of the loans is secured by a
valid first lien. Every seller, including NMI, makes this warranty. FNMA and
FHLMC have traditionally required that the warranty of first lien status of each loan
be supported by an acceptable lender's/mortgagee's title insurance policy or an
attorney's opinion or certificate (title insurance is pot required). The cost of this
policy/opinion/certificate is borne by the consumer. GNMA defers to FHA and VA
requirements; neither FHA or VA require a lender's/mortgagee's title insurance
policy nor an attorney's opinion or certificate when the loan is made.

Notwithstanding FNMA's and FHLMC's traditional requirement of title insurance or
an attorney's opinion/certificate, these agencies enforce only the seller's warranty.
They do not depend directly on the title insurance policy. They look to the title
insurance company only if the seller fails to perform, and a seller's failure to perform
would also mean that it could no longer sell to that agency. Therefore, as a practical
~ matter the agencies do not look to the title insurance policy or opinion.

The lender's/mortgagee's policy and the attorney's opinion/certificate afford no
direct title protection to the owner of the home; the policy/opinion/certificate protects
only the lender/mortgagee. No secondary market agency or state law requires that
the buyer of a home buy an owner's title insurance policy or an attorney's opinion
protecting the owner. The buyer, of course, is free to incur the additional expense of
owner's protection or his/her own attorney's opinion.

FHLMC has agreed that NMI need not obtain a lender's/mortgagee's policy or
attorney's opinion/certificate on loans it sells to FHLMC (except that title insurance
or an attorney's opinion/certificate is required on new construction and condominium
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loans). Instead, NMI obtains an owner and encumbrance ("O&E") report from ATI
and uses it to determine what needs to be done at closing in order to be in a position
to be able to warrant first lien status to FHLMC. If a claim involving title issues
arises that could impair FHLMC's first lien position or the value of the property, then
NMI must protect FHLMC's interest and, if requested, repurchase the loan. FHLMC
required that Norwest Corporation, NMI's ultimate parent, guarantee NMI's

performance of its obligations in this regard, and that the use of the TOP product, -

when used in lieu of a lender's/mortgagee's policy, reduce the consumer's title-related
costs and charges. :

When a consumer applies for a loan at NMI, TOP and title insurance (attorney's”

opinions in Iowa) are explained. The consumer is informed that the use of TOP is not
a condition of the making of the loan by NMI. The customer then freely chooses
TOP or title insurance.

ISTOP TITLE INSURANCE?

For TOP to be title insurance, it must first be insurance. Most definitions of
insurance require that a concept contain each of the following elements in order for it
to be insurance: '

a. The insured possesses an interest of some kind susceptible of pecuniary
estimation known as an insurable interest; and -

b. the insured is subject to a risk of loss through the destruction of impairment of
that interest by the happening of a designated peril; and

c. The insurer assumes that risk of loss; and

d. That such assumption is part of a general scheme to distribute actual losses
among a large group of persons bearing somewhat similar risks; and

e As consideration for the insurer's promise, the insured makes a rateable
contribution, or a premium to a general insurance fund.

For TOP to be insurance, each of these elements must be present at some step in the
process. The first step is the preparation and issuing of the O&E report to NMI. In
this search for "insurance" using the above definition, the "insured" would be NMI,
the “"insurer" would be ATI, the "interest" would be the holding of an actual first
lien, regardless of what the records show. The O&E report represents title status
only as to the state of the records; it tells NMI what must be done in order to obtain a
first lien of record; it makes no representation as to whether satisfaction of the
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conditions will give NMI an actual first lien. Therefore, ATI is not assuming the risk
of loss, since a loss can occur only when a lien is actually other than a first lien,
regardless of what the records show. Furthermore, ATI makes no agreement to .
indemnify NMI if it (ATI) accurately presents the state of the record, but NMI's lien
becomes subject to an off the record challenge. If ATI fails to find and report a
recorded lien, NMI's remedy is to sue ATI at common law for negligence or
malpractice; there is no contract of indemnity to sue on. Its legal significance is the
same as that of an attorney's title opinion. This type of report is commonly issued by
title agencies and has never been considered to be insurance; it is sometimes called a
"tract search” or a "lot book search” and is often used by consumer finance and home
equity (second mortgage) lenders who choose not to buy title insurance.

The second step in the process is the issuing, after the loan is closed, of a certificate
as to the first lien status of record of NMI's lien. Again, it is simply a certificate as
to the state of the record. An attempt to construe it to be insurance fails for the same
reasons as explained above.

The third step in the process is NMI's sale of the loan in the secondary market. In
order to sell a loan in the secondary market, NMI (and all other lenders) must
warrant to its buyer that the loan is secured by a valid first lien. Therefore, if making
this warranty puts NMI in the "business of insurance,” then the same is true of every
other scller of mortgage loans in the secondary market.

The fact that the warranty applies to hundreds of loans does not convert a warranty
into "insurance.” A holding that this is insurance would mean that a manufacturer's
(read NMI) warranty to a buyer (read secondary market buyer) of hundreds of
widgets (read loans) that the widgets (loans) have certain characteristics (read are
secured by a first lien) is also insurance, a position totally without support in the law.

Analysis of this warranty under the definition set forth above starts with identifying
- the parties: NMI would be the "insurer” and the secondary market buyer would be
the "insured" since the warranty is a part of the contract between NMI and the
secondary market buyer (the borrower is not a party to this contract). The only
person under this contract who bears a risk is NMI. NMI does not make a similar
warranty on behalf of any other lender, therefore it is not distributing losses among
others bearing similar risks., Furthermore, the insured is not paying a premium to the
insurer. Therefore, the search for "insurance" fails again.

The final step in the process at which it has been suggested that "insurance” might be
involved is the guaranty by Norwest Corporation of performance by NMI of its
obligations to a secondary market buyer with respect to its first lien warranty. In this
analysis, Norwest Corporation would be the "insurer" and NMI would be the
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"insured.” Again, the analysis fails to find insurance since there is no distribution of
losses and no payment of a premium. Instead, there xs a garden-variety parent's
guarantee of a subsidiary's performance.

To summarize, we believe that for the reasons stated above, neither TOP nor NMI's
warranty nor Norwest Corporation's guaranty is "insurance.”

TOP AND THE CONSUMER

The cost of a lender's title status determination, whether it be through title insurance,
an attorney's opinion or a record search, is traditionally passed to the borrower. TOP
is cheaper than title insurance. The borrower gets no direct title protection from any
form of lender's title determination, therefore, all other things being equal, TOP is
clearly the best choice for the consumer. o

The consumer receives some jndirect benefit from the lender's obligation to its
secondary market buyer. The indirect benefit is that if a defect arises that affects the
lender's lien position, the lender must cure the defect, which also cures it so far as the
consumer is concerned. This indirect benefit is the same regardless of the type of
title determination used. Therefore, a consumer who does not buy owner's title
protection is money ahead to pay for TOP in lieu of lender’s title insurance, and there
is no downside to the consumer.

The consumer, of course, can buy personal title protection, either in the form of an
owner's title insurance policy or an attorney's opinion. If the consumer so elects,
then we do not allow him/her to elect TOP, since the total cost of TOP and a
owner's policy would be greater than the total cost of a lender's title insurance policy
and the owners policy (one policy or the other is typically discounted when both are
issued simultaneously). We also require lender's title insurance on new construction
where the consumer could potentially have mechanic's lien risks.

We make disclosures to the consumers that show them the cost of the various forms
of title determination. We believe these disclosures are clear. In fact, we believe that
the consumers are getting better disclosures now than when TOP was not available.
Nevertheless, we are open to expanding our disclosures. The customer, under TOP,
has an opportunity to elect whether to buy personal title protection or forego it in
favor of cost savings. It is simply a matter of risk analysis. It is certainly possible
that a consumer can reasonably elect against buying an owner's policy; many, in fact,
make such an election every day.

This issue of consumer protection is, in our view one of adequate disclosure. It is not
related to the question of whether TOP is insurance.
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As an aside, we believe that the risk to the title insurance company of ultimately
bearing a loss under an owner's policy on a single family, existing construction home.
is quite small. The company's agreement with its agent typically holds the agent
responsible for losses due to agent negligence and agent defalcation. Therefore, any
"fraud” or "negligence” losses paid by the insurance company are paid voluntarily
and should not be considered a "loss" in the rate-sétting context.

The fundamental flaw in ALTA's arguments against TOP is that NMI (and any other
or all lenders) could very easily under currently existing laws and investor guidelines,
never buy another lenders title policy by simply relying on attorneys' title opinions.
The only difference with TOP is that NMI uses its wholly owned subsidiary, ATI, to
perform the title search function instead of a third party attorney. There is not one
scintilla of difference between the protection a borrower would receive based on a
third party attorney's opinion issued to the lender [i.e. absolutely none] and the
protection a borrower receives based on a TOP search. Lack of borrower protection
is simply not a real issue. It is a red herring intended by ALTA to prevent fair and
honest competition with their product.

NMI is convinced that it is offering a legitimate option to borrowers at a competitive
price with full disclosure. We are, however, willing to further expand the disclosure
we provide if there are reasonable concerns as to its adequacy. We expect to compete
on a fair and honest basis. -

I hope this adequately addresses your questions about TOP. If not, please call or
write.

Smcelzz% j )

Harry N /Sandstrom
Deputy General Counsel

HNS/dg

QVERNIGHT
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- Norwest Mortgage Branch Sales & Support Manual

ABOUT THIS MANUAL

This manual was developed by ATI and Norwest Mortgage for exclusive use by
Norwest Mortgage branches. ATI, a subsidiary of Norwest Mortgage, Inc.,is the
largest bank holding company-owned title insurance company in the United States.

It has been designed to serve as a training and reference tool for the support of
Title Option Plus (TOP). As you review the manual, you will find everything you
need to successfully provide this
value-added service to your customers.

You can obtain additional copies of this manual by contacting:

If you have further questions regarding Title Option Plus (TOP), please contact me
personally.

Title Option Plus (TOP)
Marketing Representative
- Business Card HERE
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Norwest Mortgage Branch Sales & Support Manual

~_EXECUTIVE SUMMARY

Our goal is to be recognized as the premier mortgage services company in the markets we
serve, and one way we can do that is by offering services no oné else has. TOP supports
our goal, further sets us apart from the competition, and helps us build lasting
relationships with our Realtor customers.

A )
We also believe that TOP is the perfect title protection solution for our refinance loans.
The lower cost for lender's title protection makes this a "win-win" product -- meets our
needs and saves the borrower éash! We believe that eventually 100% of all refinance
transactions should be done with Title Option Plus.

Title Option Plus (TOP) gives us the opportunity to help Realtors be more successful by
offering their customers lower costs at the closing table. TOP is an exclusive value-added
title service offered by ATI, and it helps set our sales representatives apart from the
competition.

Although it is not insurance, TOP works in a similar fashion to provide the mortgage title
protection required by investors. ATI's TOP program is able to tap into the enormous
capital strength of Norwest Corporation to back up the title guarantee. And the savings to
borrowers is a minimum of 10% -- and on some loans, the savings can be as much as 50%.

An additional benefit of TOP is that no survey is required. This will increase the savings
to the borrower. If the borrower is concerned about encroachments or similar conditions,
he/she may order a survey at the time TOP is ordered.

We believe that TOP will be recognized as another example of how Norwest Mortgage
provides innovative, value-added services and products to our customers.
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TOP OVERVIEW

e ——— S ———————
————

Lender’s title assurance is a requirement for almost all mortgage loans processed and

closed by first mortgage lenders. It involves the issuance of an insurance policy promising
that if the state of the title is other than as represented on the face of the policy, and if the
insured (lender) suffers losses as a result of the difference, the insurer will reimburse the
insured (lender) for that loss and any related legal expenses, up to the face amount of the
policy. L '

Title Option Plus (TOP) is not fender’s title insurance; rather it is title coverage that costs
borrowers at least 10% less than standard lender’s title insurance, provides the same (or
better) protection against loss, and is produced 24 - 36 hours quicker than standard
lender’s title insurance. The basis for the use of TOP, and its rapid acceptance by major
investors, is the financial strength of Norwest Corporation which, with its subsidiaries, has
assets and net worth greater than those of the entire title insurance industry.

AT], the largest bank holding company-owned title insurance company in the United
States, is combining its expertise and national network of district offices with Norwest’s
financial strength to offer TOP. Its use will further strengthen the phenomenal growth and
business volume of Norwest and ATI. The risks to Norwest of TOP versus standard title
insurance are substantially equal. '

ALLOWABLE 14 units

PROPERTY TYPES
INELIGIBLE - New Construction: A loan which finances the construction of
PROPERTY TYPES improvements on real estate. whether disbursed at one time or in a

series of advances of "draws” OR a loan which involves "permanent
financing" following complction of construction or improvements
on rcal estate. For the purposcs of this definition, "new
construction" shall not include financing of a project involving
improvements 1o existing residential real property when the value of
such improvements docs not exceed twenty (20) per cent of the loan

amount.
et Condominiums
ALLOWABLE A &B (FHA/VA), 1.F.L,N,0, T, 2, 3, 5; M\ XY (Blendcd Loans)
LOAN PRODUCTS
ALLOWABLE Purchase and Refinance
TRANSACTIONS
BROKER TRANSACTIONS Not allowed
NORWEST 90 . Allowed. Referto CLS/4 155/VA Handbook and Norwest Product
Catalog f~-*'-- 90 details for a specific product.
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PI

FEATURES AND BENEFITS

THE BORROWER

—

—

————

FEATURE

At least, 10% cheaper than title insurance
Meets lender (Nonwest)requirement for title
insurance »

Lender (Norwest) places order & carries-out
process

Accepted by major investors in sccondary
market

~

BENEFIT

BORROWER SAVES CASH
SATISFIES LOAN REQUIREMENT

EASY, BORROWER DOES NOTHING
MORE THAN REQUEST TOP

BORROWER ENJOYS SEVERAL LOAN

OPTIONS

e ——————
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FEATURES AND BENEFITS
THE REALTOR®
FEATURE ’ - - BENEFIT

Partner with a mortgage professional who can  THEIR CUSTOMERS® FINANCING AND

meet their customers’ title needs TITLE NEEDS ARE FULFILLED BY
THEIR MORTGAGE PARTNER (lL.E,,
“FULL SERVICE" LENDER)

Realtor’s customers save cash RETURN BUSINESS OPPORTUNITY IS
INCREASED

Realtor receives TOP title condition report TITLE ISSUES ADDRESSED SOONER

faster than with traditional title insurance QUICKER CLOSINGS FASTER RECEIPT
OF COMMISSIONS: CUSTOMER
SATISFACTION®

Pagc 6 Effective Date: 674
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FEATURES AND BENEFITS

THE NORWEST BRANCH

———
———

——
——

FEATURE
Value-Added Service
Streamlines the Post Closing process by
simplifying the title review process
Soft dollar credit of 20% of TQP fee to branch
Accepted by major investors in secondary
market ‘

Quicker service turn around

Another “Nonwest First”

BENEFIT

ABILITY TO MEET-OUR BORROWERS®
SPECIFIC NEEDS AT A COST SAVINGS
TO BORROWERS

SIGNIFICANT REDUCTION IN TITLE
DEFICIENCIES

EXCELLENT REVENUE GENERATOR
ABILITY TO OFFER A LARGE VARIETY

OF FINANCING OPTIONS TO MEET
BORROWERS’ NEEDS

Effective Dote:: 6/94

FASTER LOAN CLOSINGS
EXCLUSIVE SERVICE SETS YOU APART
FROM THE COMPETITION
— LA_——J.
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RATE ADVANTAGE

The borrower MUST sign the “Norwest Mortgage, Inc. Consumer Title Status Election”
form (NMFL#4177 or 4178) and the controlled business agreement disclosure
(NMFL#3191) when the TOP service is offered and selected. These forms contain legal
disclosure information, and therefore, must be executed by the customer. (This section !
contains sample “Norwest Mortgage, Inc. Consumer Title Status Election™ form
[NMFL#4177 or 4178; Exhibits A and B) Additionally the Comrglled Business

Disclosure (NMFL #3191; Exhibit C) must be given to the borrower.

The “Norwest Mortgage, Inc. Consumer Title Status Election” form (NMFL#4177 or
4178) is easy to complete!! Refer to the two samples provided in this section; one for
refinance (NMFL#4178; Exhibit A) and one for purchase (NMFL#4177; Exhibit B). You
will notice that these samples reflect title rates for your market. Complete the cost
comparison section first! Simply follow these steps:

STEP @1 Fill in (Column A) with the amount you would normally estimate
28 & for the cost of the Lender’s title insurance premium. Refer to the

— == TOP FEE ADVANTAGE SCHEDULE for your area to find this
information (Always base Lender’s title insurance on the loan amount.)

An estimate of additional costs for endorsements (i.e., ARM
loan, EPA, etc.) is already provided in the TOP FEE
ADVANTAGE SCHEDULE. Fillin the additional cost below
the Lender’s title insurance estimate (column A) List abstracting fees or similar charges
which may be customary in your local market and are a separate charge from the title
insurance fee..

S)LE ?3;| Total column A,

FOR PURCHASE ONLY

Fill in ( Column B) with the cost estimate for owner’s and
lender's title insurance. Refer to the TOP FEE ADVANTAGE
SCHEDULE while completing this section. (Always base
owner’s title insurance on the sales price). Be sure to total the endorsements, and survey
or plat drawing, etc.

Efective Date:: 6%4
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Show the fee advantage of TOP by filling in Column C with the
fee for TOP. (Refer to the TOP FEE ADVANTAGE
SCHEDULE. To calculate the fee for TOP, simply multiply the
cost of Total estimate in Column (A) by 90%. Do not include
the separate charge for the survey in your calculation. Be sure to include the costs of
endorsements and/or abstracts” .

Now you can show your borrower the TOP fee advantagel!!
Simply fill in the TOP SAVINGS columns with difference

" between the total estimate of Lender’s title insurance (Column
A), Owner’s and lender's title insurance if purchase (Column B), and TOP (Column C).

-

ST ' &7 Check the corresponding box indicating the borrowers’ choice.

THE BORROWER MUST SIGN THE FORM WHETHER
THEY SELECT TOP OR NOT! Give borrower the yellow
copy of the Election Form.

The Controlled Business Arrangement Disclosure Form (NMFL
#3191) must be completed and signed by the borrower if ATI
provides

(a) titleinsurance

(b) Title Option Plus

(c) settlement services to ensure Norwest's comphance

with Regulation X.

Refer to Exhibit C for the instructions on how to complete the Controlled Busxness
Arrangement Disclosure Form.

SEE THE TOP FEE ADVANTAGE FOR YOURSELF:
Provided are two samples that have been calculated to reflect your market’s title costs:
Exhibit A - refinance
Exhibit B - purchase

* « These samples reflect the cost of endorsements or surveys (as applicable for your
market). When completing the NMI Consumer Title Status Election form, estimate any
additional costs for endorsements or abstracting (as applicable for your market) prior to
calculating 90% for the TOP product.

 Ifyour borrower elects to purchase a plat/survey, a separate additional fee will be
charged because TOP does not require a plat/survey.

Page 10 Efective Date: 694
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TOP STEPS

Follow these easy steps to provide the TOP service:.

Step #1: Offer TOP service to the borrower: .

Simply complete the “NMI Consumer Title Status Election” form which shows your
borrower the TOP Fee Advantage. Referto the “FEE ADVANTAGE?" section of this
manual for step by step instructions for completing the form, and samples of completed
forms.

Sample scripts have been provided for your use when talking to borrowers, listing, and
selling agents. Refer to presentation materials and the Q & A for samples of suggested
scripts and anticipated questions. . If you have found a script that works, share it with
your co-workers and your TOP Marketing Rep!

Step #2:If the borrov. er selects TOP

Have the borrower sign the completed election forrn, and check the box md:catmg their
desire to use TOP. Provide the borrower with a copy of the signed election form and
Controlled Business Arrangement Disclosure Form (NMFL #3191). Refer to sample
(Exhibit C).

The borrower MUST sign the Consumer Title Option Status Election form whether he/she
selected TOP or not. Required legal disclosure information is on this form.

I . Step #3: Complete the TOP Fax Order sheet: : I

Fill out all sections of the TOP Fax Order sheet. If the subject property has a lengthy legal
description or is rural, include the description in the fax transmission. To ensure accuracy
and timely service, be certain to complete all sections of the TOP Fax Order sheet.
(Exhibit D)

-

On the TOP order form always specify the TOP settlement agent approved for use. This
ensures that the agent receives the Title Condition Report and other important
communications from the TOP Service Center.

Ten master TOP Fax Order forms have been provided for your use. Simply use these
masters to photocopy additional fax order forms. Branches will not receive additional
supplies of the fax order forms. If you require an updated master TOP Fax Order form
due to change of branch address, phone, or fax number, notify your TOP Marketing
Representative.

657
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Step #4: Fax TOP Order sheet to TOP Service Center:

The name, address, fax and phone number of your TOP service center is conveniently pre-
printed on the TOP Fax Order sheet. Just fax the fully completed TOP Fax Order sheet to
your TOP service center. If possible, provide a copy of the existing title insurance policy
on the property. This will expedite the TOP title report process and allow your TOP
Service Center to provide quicker turn time.

A sample of a completed TOP Fax Order shet{i has been provided (Exhibit D)

I Step #S: Branch receives TOP title condition report: - l\

Upon completion of the TOP title condition report, your TOP service center will fax a
copy of the report, and other forms or instructions as applicable, to the attention of the
branch contact and the settlement agent. If you would like an additional copy of the title
condition report faxed to another party (i.e., Realtor, attorney, seller, buyer, etc.) space
has been provided at the bottom of the fax order form to make this request. A sample of a
TOP title condition report has been provided for your review. (Exhibit E).

If you do not specify a TOP approved settlement agent on the fax order sheet, the TOP
service center will assign one from the list of approved agents and notify you of the
selection.

If you have questions regarding the report, contact your ATI TOP Service Center for
assistance.

Step #6: Close loan in accordance with standard
Norwest Mortgage policies.

It is very important that the steps to establish a marketable, first lien position listed in the
Title Condition Report be followed to protect Norwest's interests in the property.

Enclose a copy of the "Title Option Plus Closing Agent's Instruction Letter" in the
package you send to the settlement/closing agent. A sample of the "Title Option Plus
Closing Agent's Instruction Letter" has been provided. (Exhibit F)

-~ 'Step #7: After loan closing:

The settlement agent instruction letter will provide direction on what the agent must do at
closing and following settlement. The settlement agent will forward required
documentation to the ATI Service Center. The Center will, upon receipt of the required
documentation, issue the Final Title Certificate to NMIs Post Closing and Final
Documentation Department in Minneapolis.

Page 12 . Jém:mﬁm: 694
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S ———————
e ———————

SETTLEMENT/CLOSING SERVICES

—————————— —
S ———— ——

With the cooperation of your Regional and Branch managers, Norwest Mortgage, Inc. and
ATI have contracted with a settlement/closing agent in your market who will specialize in

closing your TOP loans. The settlement/closing agent in your market is:

For County or Counties:

Please use the settlement/closing services of the above agent when closing your TOP

loans.

Other settlement/closing agents in your market will not be familiar with this exclusive
Norwest TOP service. Contact your TOP Marketing Rep to help arrange other settlement

providers.

Loans originated in counties not listed above are not eligible for TOP until a

settlement/closing agent has contracted to provide service on TOP loans in those counties.

Your TOP Marketing Rep will help arrange for closing/settlement service in those

counties not listed above. Contact your TOP Marketing Rep for assistance.

Effective Date:: 6/94
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|

PRESENTATION MATERIALS

SCRIPT SUGGESTIONS FOR OFFERING
TITLE OPTION PLUS (TOP) AS A
VALUE-ADDED SERVICE

The following pages contain helpful script suggestions for use when talking to borrowers,
sellers and Realtors.

) 661
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Show your borrowers how you can save them cash out of pocket by completing the
Consumer Title Status Election form (NMFL#4177 or 4178). Its easy to see the TOP
cash savings! _

Lender's title protection is a requirement of the loan. TOP satisfies the requirement and
saves your borrower cash out of pocket. TOP is another "Norwest First", and is an
exclusive service that sets you apart from the competition.. Offering TOP as a value-added
service is a terrific deal for your borrower -- and you!

And remember, your name goes into the TOP hat for the TOP ¢ontest, each time you
close a loan with TOP! -

Here are script suggestions for telling your borrowers about Norwest's TOP:

AUDIENCE: BUYERS

Buyers who have a purchase contract ahd
who pay for the lender's policy.

"You are required to purchase lender's title insurance, as a
condition of this loan, which may cost you approximately
) . Norwest has Title Option Plus (TOP) which
satisfies our requirement for title protection, but only costs
you $ . With TOP, you save cash out of pocket,
and you can use the cash savings for something you want".

P age 16 “Effecrive Dote: 694
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AAUDIENCE SHOPPERS

A temﬁc motlvanon for turning shoppers into buyers and
dnrect thelr loan to you when they have a purchase contract!

Show pre-qualifiers how you can save them cash out of pocket when they find their dream
home by completing the TOP Cost Comparison Estimate sheet during the pre-qualification
process. Its easy to see the TOP cash savings! Here is a script suggestion for telling pre-
qualifiers about Norwest's TOP:

. "Once you find the home you want, you will be required to
purchase lender's title insurance as a condition of the loan.
All lenders have this requirement, but only Norwest can
offer you Title Option Plus (TOP) which costs you less than
title insurance, and offers the same proiection Instead of
paying $ for title insurance, you pay only
A for TOP.

AND YOUR CASH SAVINGS ARE EVEN GREATER if
you select TOP over optional owner's title insurance.

Be sure to tell your Realtor that you want the TOP savings
from Norwest. Don't miss your opportunity to save cash!"

Effecnive Date:: 6/94 Page 17
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Aspecml hint to R'éélfbfs to help them be more 's'ucé'es‘"é:fu.l!'{'?;

-

Lender's title protection will be a requirement of the loan.
TOP satisfies the requirement and will save your borrower
cash out of pocket."'(Encourage your pre-qualified shopper
to direct their loan to you when they have a purchase
contract!).

Stress to your borrowers that they should have TOP written

into the purchase contract to ensure that they receive the

TOP time savings. Remember, the seller will not object to

helping your borrower save time, when the seller can also -
save money.

o~

Page 18 Effecnive Dote: 6/54
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AUDIENCE BUYERS

| Pre-Quallfymg buyers who will NOT be paymg for the.
lender s policy (i.e., | local eustom, and the contraet |
- has.the sellers paying this cost).

"Once you find the home you want, you will want the loan
process to go quickly. Only Norwest has Title Option Plus
(TOP) which can speed the title process, and may get you
into your new home quicker. The Seller will cover the cost
of the title insurance, and they can save 10% when you
select TOP

Be sure to tell the listing agent or seller that you want TOP.
Speed service from Norwest. We are the only lender who
can offer this time saving title option. Don't miss your
opportunity to save timel"

Effecnve Date:: 694 Page 19
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AUDIENCE LISTING AGENT

Sellers who already have a purchase contract
but ‘who will be paying for the Lender's pollcy
(m markets where there is a local practlce, and the y
contract has Sellers paying this cost)

Al

"One of our mutual goals is to provide high quality service
to all parties of the transaction. TOP is an exclusive service

- that can also save your customer money! I can even help
you save valuable time by arranging for the
closmg/settlement process."

NOTE: The objective is to show the agents the benef 1s of TOP bejore they place their
order for title work. Demonstrate how this value-added service can save them time and
enable them to offer ihis terrific cash saving service to their custormers now, and also
when they buy their next home.

A WIN-WIN situation for your agents' custonier!

Page 20 ZEffective Dote: €54
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AUDIENCE LISTING OR SELLING AGENT

Lxstmg or sellmg agents in markets where theu‘
‘ . customer pays for Lender s policy: |

"One of our mutual goals is to provide good service to your
customer(s). Ti‘tle Option Plus (TOP) is an exclusive
Norwest title service that saves your customer money. And
I can even help you save valuable time by arranging the
settlement process."

NOTE: Show your agent how TOP can save their customer money. Stress (o agents that
showing their concern about saving their customers money will strengthen their
relationships with customers and build trust. This is a great way 1o generate return
business and referrals!

667
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THE PLUSES OF TOP

¢ TOP is priced better than title insurance which saves your borrower cash out of
pocket. ' '

o All the borrower has to do is select TOP, Norwest does the rest which is convenient

for the borrower. , X

o TOP satisfies our requirement for lender’s title protection'while saving the borrower
money.

« Simple branch steps for processing TOP orders makes this value-added service easy to
support. N

The pluses"of TOP get even bigger when
* partnered with Norwest 90!!!

Norwest 90 eliminates the need for borrowers to use CASH to pay for TOP.

TOP partnered with Norwest 90 is an excellent deal for borrowers who can think of a
better use of their valuable cash. Instead of paying for something that the lender wants
(title protection), the cash freed-up by Norwest 90 can be put to good use by your
borrower on something they want. : '

TOP partnered with Norwest 90 is a big plus for your borrower!!

Page 22 Effective Dote: 694
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AUDIEN CE BORROWERS

A suggested scnpt for TOP partnered wnth Norwest 90.., |

N

"Most lenders require that you purchase title insurance as a
‘ condition of the loan. But only Norwest has Title Option

Plus (TOP) which satisfies our requirement for title

protection, and does not cost you any cash out of pocket!!

All you do is select TOP, and I do the rest."

NOTE: TOP partnered with Norwest 90 satisfies Norwest's requirement for title
protection and doesn't cost the borrower a penny out of pocket!! Remember, when you
use Norwest 90 to cover the Title Option Plus fee, your branch still will receive P & L
soft dollar credit, and your name still goes into the TOP Hat for the Janualy TOP contest
drawing!!

669
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IMPORTANT NOTICE: Questions from the media, regulatory officials or similar
parties should be directed 10 Sue Bunce (515-221-5356) or Bill Lloyd (515-221-4059) in
the Norwest Morigage Communication Support Services Department in Des Moines. It is
very important that all branch personnel be informed of the need to direct these calls 1o

the home office.

AUDIENCE: REALTORS AND BORROWERS

Here are some easy script suggestions for respondmg to
borrower or Realtor questlons about TOP

QUESTION
1. Am I required to purchase
owner's title insurance?

2. Canlhave TOP and owners
title insurance?

3.  What is the difference
between lender's and owner's
title insurance?

4. 'What protection docs owner's
title insurance provide?

ANSWER

No, owner's title insurance is optional.

No. Once you select TOP, owner's title insurance is not
available. (NOTE: Ifit is the custom in the market for the
owner's and lenders policies to be ordered from different title
companies, you may use TOP for the lender's title
requirement. Contact your TOP marketing rep if you have
any questions.)

Lender's title insurance is a loan requirement which protects the
lender's interest in the property, and owner's title insurance is
optional, normally more expensive, and protects your equity in
the event of a title defect”.

Owmer's title insurance will protect the owner, subject to the
policy exceptions, for loss or damages sustaincd by the insured
(i.e., the owner) due to

(i) title to the property being vested other than as

stated in the policy

(ii) any defect in or lien or encumbrance on the title

(iii) unmarketability of the title

(iv) lack of a right of access to and from the land.
The policy also protects against forgeries of documents and
errors in recording of documents by government officials. The
liability of the title insurer is generally limited to the amount of
the insurance (normally the purchase price of the property).

Page 24
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5.

10.

QUESTION

What type of "exceptions” are

typically not covered by
owner's title insurance?

Basically, isn't this another
name for title insurance?

What is the benefit to
consumers?

Why can Norwest offer this
product for less?

Where do you plan to offer
this protection?

Have the government
mortgage-related agencies
accepted this product?

ANSWER
Each owner's title policy will contain exceptions to the policy.
Common exceptions — those items not covered by the policy —~
include facts which would be disclosed by a survey, mechanic's
liens or similar claims not of record, easements or other
restrictions which are unique to the property, judgments, and
changes in title occurring subscquent to the cffective date of the
policy.

~
A survey, at the borrower's expense, would identify
encroachments, overlaps, boundary disputes or similar matters.
Typically if a survey is ordered and provided to the title
insurance company, the exception for these items will be
removed from the exceptions to the policy.

No. We are not insuring the title. We are only telling the lender
who is in title, according to the real estate records, and what

liens are of record. There is no insurance involved since we are
managing our own title risks.

Consumers will save at least ten percent over the cost of lender
title insurance. Had this program been used by 100% of
Nonwest Mortgage's borrowers in 1993, they would have saved
$39 million. We also anticipate a simplified, faster loan
approval process.

By assuming the risk internally, we are climinating the most
expensive part of the title protection process: the title -~
insurance underwriter. We avoid subsidizing title underwriters'
losses caused by riskicr agencies, commercial and new
construction, overhead, claims administration and regulatory
reporting requirements.

We have identified markets in each state plus the District of
Columbia which will be served by one of six regional ATI
Service Centers.

Yes. Freddic Mac, FHA and VA have all approved this
product in lieu of title insurance. We expect Fanniec Mae's
approval soon.

671
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QUESTION ANSWER

11. Whydid the agencies agree to Norwest is recognized as a high quality lender. Because of
accept this product? L Norwest Corp's size and strength, we can create an acceptable

backup to our investor-required standard lender representation
and warranty as to title at a lower cost to borrowers, while at
the same time protect stockholders with adequate reserves equal

. to Nonwest standards. The sccondary market also recognizes
this product as provxdmg a benefit to consumers in the form of
significant cost savings, and a simplified, speedxer loan
approval process. This product does not increase the risk to
the secondary market investors.

12. Wil all types of mortgage loans No. Title Option Plus will not cover new constmcuon jumbo
be eligible for this coverage? loans, broker business, or condominiums.

13.  What is the relationship between  ATI is a wholly-owned subsidiary of Norwest Mortgage, Inc.
ATI and Norwest Mortgage?

14. What will prevent other mortgage While we cannot prevent competition, we believe that most of
lenders from developing a slmllar our competitors do not have a strong enough balance sheet to
product? gain secondary market approval, nor the title network

necessary to compete effectively.

15. Isthis a new concept? . No. Prior to the secondary market becoming the dominant
source of first mortgage financing, this product is how many
lenders managed their risk of title defects. Today, some first
mortgage lenders and most second mortgage lenders manage
their title defects risk with a similar type of product, which
involves a similar review process. e

16. How significant have losscs been  Given the high premiums, losses have still remained very low.
to the title insurance industry and ~ ATI has experienced losses of less than 1% of premium dollars
to ATI? versus the industry average of approximately 6%, which

mainly covers agency fraud and new constructlon related
losses.

17. Is there a higher risk to Norwest ~ Yes, however, ATI has a good track record compared to the
by issuing this protection versus  industry in managing the risk of agent error, negligence, and
title insurance? errors incurred in closing the loan. We can manage these risks

more effectively than an independent agency structure through
Quality Assurance Program and established accounting
controls that most independent agencies lack.

Page 26 ~Efecine Darer 54
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QUESTION - ANSWER
18. Do you anticipate negative We believe that some insurance underwriters and their agents
reaction from the title may threaten to stop using Norwest Banks and may refusc to
insurance industry? close loans for our retail branches. Nonwest Bank executives

and Regional Presidents enthusiastically support the TOP
product and view it as a product which provides great benefit
to our shareholders and direct benefit to consumers through
reduccd costs.

19. What docs Norwest gain from  We believe this will streamlinc the process of issuing title
managing its own title defect  evidence and ultimately speed up the loan approval/closing
risk? . process. It will also speed up delivery of the loans to the

' secondary market. We also believe that use of this product will
result in fewer deficiencies to be dealt with in the Post Closing

Department. :
20. Who will review the titleand ~ ATI will use its own employees or abstractors who have been
records? approved to do business with ATI.
21. How much risk is there in Nonwest will establish an allowance for losses to cover these

other situations where a title  and other "agent error” Josses. We estimate that these losses
insurance undenwriter would  will be less than .25%.

have borne the risk, such as

claims resulting from liens

that are not detectable on the

record?

22. Will borrowers also be ableto  Yes, in the arcas where ATI has approved title insurancé
receive owner's title insurance  operations, but not in conjunction with the TOP program. ATI
from ATI? offers title insurancc in 13 states and Washington, D.C. The

13 states are: Ncbraska, lowa, Minncsota, Indiana, lilinois,
Maryland, Virginia, Arizona, New York, California,
Pennsylvania, Ohio, and Missouri.

23. What protection does TOP TOP affords protection to the lender only:
afford the borrower? * A refinancing borrower who wants an owner's title policy will
' probably have obtained an owner's title policy at the time the
property was purchascd. This policy remains in effect and will
R continue to provide protection for as long as your borrower
owns the property.
* When a purchase money borrower chooses TOP the
protection is provided to the Lender. TOP indirectly protects
the borrower to the extent that: a) ATI will not issue TOP
unless the title is clean, and b) If a title defect shows up after
closing, ATI will usually have to cure on behalf of the Lender
which would cure for the Buyer as well.

Effective Date:: 694 - Pagc 27
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QUESTION

24. How should we respond when
a Bank customer who is also a
title insurance agent threatens
to sever its relationship with
the Bank because of the
relationship to ATI to
Nonwest?

25. What about surveys?

26. What's the risk of not buying
an Owner's Policy?

27. Do we or don't we recommend
an owner's policy?

\

28. What if a customer elects to
have an Owner's Policy?

29. -How will your branches
benefit from offering this
product?

ANSWER
Although TOP was developed because of its profit potential, it
is also recognized as being advantageous to the consumer
because of its cost-cffectiveness and efficiency. Norwest
believes that the consumer should be provided the best products
at the Jowest possible cost and that development and marketing
of such products is the "right thing to do.” We believe that we
have such-a product in TOP. We should also point out that
TOP is being used only in connection with certain loans made
by Nonwest Mortgage.

ATl is not requiring a survey which results in additional

.-savings of time and money for the borrower. Because TOP is

to be used in connection with loans on existing residential real
property only, the risk of loss resulting from survey matters is
perceived as slight. A borrower who is concerned about survey
issues should buy a survey at his or her own expense to
determine in advance of closing whether any problems are
disclosed by the survey. Keep in mind that in most purchase
agreements, Sellers warrant to the Buyers for issues that '
surveys would detect.

*Survey risks - but Buyer has Seller warranties and can buy
(or require seller to buy) a survey to discover those risks.
*Title defect risks - for a defect that ATI does not cure for the
lender. Historically, this risk averages less than $2.50 per
transaction handled by ATI.

As when we are asked for a recommendation whether to float
or lock a loan rate, i.e. predicting which way interest rates are
going, we should not make a recommendation. We should
present the facts and let the customer decide. We believe most
customers will elect TOP.

Gladly refer the customer to our usual third party title
insurance vendors at the costs inherent in that product. We will
require the customer to buy both Lender's and Owner's title
insurance (no TOP for the Lender) if this election is made.

They will be able to create consumer goodwill by offering
quicker tumaround and a Jower cost alternative to title
insurance. There will be fewer unresolved issues at the closing
table resulting from issues involving survey protection and
policy endorsements, because they will not be required.

Page 28
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AUDIENCE: BANK CUSTOMERS

Anﬁéipated question from Title Agency customers of our
Banks who currently do title work on Norwest loans.

A Y

QUESTION: -
Why should I keep my banking business with Norwest when you are promoting a
product that takes business away from me?

ANSWER:

We will give you the same excellent banking services as always.

¢ This product is good for consumers in that it saves them money (makes
housing more affordable) and simplifies the home buying process. It is the
right thing to do.

¢ Norwest will continue to do its jumbo, commercial, and new construction
properties with you.

o The consumer will be offered the title insurance option, and if so elects, we will
continue to do that business with you. ,

¢ Until (if ever) Norwest builds a local abstracting and closing facility, we will
want to buy those services from you to support our TOP product.

Effective Date:: 6/94 Page 29
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II

a——— —
—— —

_PRESENTATION MATERIALS

ne—
—

- Inside the back cover of this binder is an envelope containing a set of masters for creating
overheads and/or handouts. Use these for presentations of the TOP product. These are
made for sales reps so that they can create the presentation format that best. suits their
personal styles. They are in a plastic case to keep them clean and wrinkle free.

The purpose of these materials is to help educate Realtors about the TOP value-added
service.

High-quality reproduction can be made from these prints on any copy machine.
That allows you to prepare a high-quality presentation while containing costs.

These presentations can be transferred to overhead slides right on your office copy
machine, or you can take them to any local print shop.

Or, depending on your presentation style, you can turn the materials into booklets. Simply
photocopy the material in your office. You can enhance the materials by adding clear
covers which are available at any office supply store.

Slides booklets or handouts -- these materials will allow you to make the presentation that
suits your delivery style. '

If you have any questions regarding these presentation materials, please contact your TOP
Marketing Representative.

”
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EXHIBITS

——
—

——
—

The following exhibits are included in this manual for reference.

A
B

C

o

tm

rry

o

Consumer Title Status Election First Lien Options -- REFINANCE. (NMFL#4178)
Consumer Title Status Election First Lien dptions - PURCHASE (NMFL#4177)

Controlled Business Arrangement Disclosure (NMFL#3191)
Instructions for Completing Controlled Business Arrangement Disclosure

Norwest Mortgage Title Optian Plus Order Request Fax Sheet
ATI Title Condition Report

Closing Agent's Instruction Letter

Lien Affidavit/Indemnity Agreement (DRAFT)

ATI Final Title Certificate

Effective Date:: 6/94

679 Page 37



ATI TITLE OPTION PLUS (TOP)

" Norwest Mortgage Branch Sales & Support Manual - - ---

This page intentionally blank.

Pa ge 38 Effecthe Date: 694

- 680




ARSI N D \. vs A’

3 Consumer Title Status Election
First Lien Options - REFINANCE

Estimated Cost Comparison $ { Proposed Loan Amount)
Cost Option A Option8 =~ | AT

; Lender’s Title ATl Title Savings

| Insurance (3} Condition Report (4)

Title Insurance Premium .

Endorsement Fees (1) -U-
Abstract Fee (if separately charged) R -U-

Survey or Plat drawing (2) -U-
'To tal Estimate

Footnotes

(1) Certain policy endorsements are required by many lenders when title insurance is purchased. These endorsements often cost $15 to $50 or
more. Lenders using the AT/ Title Condition Report do not require these endorsements.

t2) No survey or plat drawing is required when an ATI Title Condition Report is issued. Depending upon the geographic ares, these costs can
ary significantly. Cosis in the $75 to $100 range are typical,

(3] Lender’s title insurance cost is based upon losn amount. Lender’s title insurance affords protection, te the Lender only, against title defects,

(4) Owner’s title insurance coverage is not available if ATI Title Condition report is elected. If you obtained an Owner’s title insurance policy
when you purchased the property, that policy will remain in effect.

Disclosure

ATl is a wholly owned subsidiary of Norwest Mortgage, Inc. Selection of ATl as a provider of title insurance or a
Title Condition Report is not a condition for the granting of a loan by Norwest Mortgage, Inc.

Election

0O Option A
8 Option 8

Zorrower’s Signature ‘ Date " -rower’s Signature Date’

681
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Exhibit B (1 of 1)

Consumer Title Status Election

e First Lien Options - PURCHASE -
Estimated Cost Comparison S $ )
{ Proposed Loan Amount] { Purchase Price)
Cost Option A Option 8 Option C Option C’s | Option C’s
Lender’s Title| Lenders and Owners|AT! Title Condition Sawnqs Over|Savings Over
Insurance (3] | Title Insurance (4) Report (5) Option A Option B
Premium .
Endorsement Fees (1) -0-
bstract Fee (if separately charged) - -0-
Survey or Plat drawing (2) -0-
Total Estirnate
Footnotes

(1) Certain policy endorsements are required by many lenders when title insurance is purchased, These endorsemems often cost $15 to $50 or
more. Lenders using the ATl Title Condition Report do not require these endorsements.

{2]) No survey or plat drawing is reqwred when an ATl Title Condition Report is issued. Dependmp uvpon the geographic area, these costs can
wy s:gmf'can:ly. Cosis in the $75 to $100 range are typical,

{3) Lender’s title insurance cost is based upon loan amount. Lender’s title insurance affords protection, to the Lender only, against title defects.
Lender’s title insurance will not be provided by ATl unless Borrower elects option B and elects 10 use ATl in & state where ATl is licensed to sell
tit/e insurance. In some states this cost may be less than estimated here if certain conditions are satisfied.

4] Owner’s title insurance cost is customarily based upon Purchase Price. The cost shown in this column sssumnes that the owner’s policy is
purchased in conjunciion with a lender’s policy. Norwest Morigage does not require the Borrower to obtain an owner’s policy. Plesse ask your
Norwest Sales Representatve any questions you have about owner’s title insurance.

(5] Owner’s Title Insurance coverage is not available if the AT/ Title Condition Report is elected.

Disclosure
ATl is a wholly owned subsidiary of Norwest Mortgage, Inc. Selection of AT! as a provider of title insurance or a
Title Condition Report is not a condition for the granting of a loan by Norwest Mortgage, Inc.
Election
0O Option A

0O Option B
3 Option C (not available if option A or B are elected)

Sorrower’s Signature Date Borrower'’s Signature Date
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Exhibit C (1 of 1) @-part form)

/1L J—— Controlled Busu?ess |

LA Arrangement Disclosure
Buyer or Seller Property:

m: ’ ' ' ' Dafe:

NOTICE .

i

is is to give you notice that Norwest Mortgage, Inc. ("Norwest’) has a business relationship with ATI Title Company ('ATI') ATl s a direct
ssidiary of Norwest. It is in the financial inlerest of ATI and Norwest 1o refer business to each other.

N

ted below Is the estimated charge or range of charges for the following services:

:  §
Y
: 8

u are not required to use ATI as a condition for setilement of your loan or the purchase or sale of your home. You may be able to get these
~vices at a lower rate by shopping with other settlement service providers.

ander is allowed to require the use of an attorney, credit reporting agency or real estate appraiser chosen lo represent the lender’s interest.

rower : Date Borrower N ) Date
rower Dale Borrower A Date
Lender

By:

=L #3191 H93 683 m



Exhibit "C" Instructions

Instructions for completing the
Controlled Business Arrangement Disclosure (NMFL #3191)

The Controlled Business Arrangement Disclosure (NMFL #3191) is required for all mortgage loans
(including new construction, primary residence, second home, refinance, and home equity loans) which
use ATI Title as the provider of title insurance or escrow services.

The Controlled Business Arrangement Disclosure (NMFL #3191 H93) is also required on mortgage
loans which are eligible for T.O.P., when the borrower selects T.O.P. for Lender’s title coverage.

Instruction for completing the Controlled Business Arrangement Disclosure:
Refer to Exhibit "C". ‘

"To: Buyer or Seller" section: Comoplete this section with the borrower name(s).

"Property" section: Complete this section with the subject property street, city, and
' state address.

"From" section: Complete this section with the originating Norwest Mortgage

branch location (i.e., "Norwest Mortgage, Paradise, CA").

"Date" section: Complete this section with the date that the borrower(s) elected to
use ATI or Title Option Plus (T.O.P.) for title.

"Estimated Charge or - )

Range of Charges" section: Three lines have been provided. Complete this section with the
name of the charge, and the charge or fee quoted to the
borrower(s), (i.e., ATI Owner's title insurance, ATFOwner's
combined, TOP, etc.).

"Borrower Signature" section: Borrower(s) sign to acknowledge their understanding that
Norwest Mortgage, Inc. has a business relationship with ATI Title
Company ("ATI").

“Lender” section: Complete this section with "Norwest Mortgage, Inc."

"By" section: ‘ Signature of Norwest Mortgage, Inc. employee who completed
the disclosure. :
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Exhibit D (1 of 1)
Norwest Mortgage AT! Number:
Title Option Plus ( T.O.P.)

Order Request Fax Sheet
Simply Complete this form & fax 10 vour T.0.P. service center

NMI Branch Information:

Branch #: Sales Person:
Location: Order Contact:

City State
Phone #: C ) Fax# ( ) '
NMI Loan Information:
Loan Product Code: Loan Amount: §__°
Loan Number: T.O.P. Fee Quoted: S
Refinance: Purchasc: -
Property Information:
Seller(s) Name:
Borrower(s) Name(s): SS Number:
Property Address:

City: State: County:

Legal Description: ‘

Note: If property is rural, or description is lengthy, attach a property description, if available, to ensure accuracy and fo
speed up the title searching process.
Attach a copy of the existing Title Insurance Policy, if available

PLEASE FAX AN'ADDITIONAL COPY OF THE T.O.P. TITLE CONDITION REPORT TO:
( closing / settlement agent, Realtor, attorney., etc. )

Name : Name:
Addr: Addr:
Fax #: _ Fax #; — _—
FAX TO:: ATI / Title Option Plus Service Center Attention: T.O.P. Order Department
| Address: - Phone:()
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Exhibit E (1 of 2)

11279 Perry Highway
Suite 503

Wexford, PA 15090-9308
Phone: (800) 380-3399
FAN: (8000 3713370

*
Title Condition Report
Report Date: * Effective Date : *

Report Number: * Report Fee:* *
ATI * hereby represents unto * (here.ihaﬁer referred to as “Lender™) that a thorough

search has been conducted of the real estate records of *, * as the same affect the
following-described real estate:

®
On the basis of such search, the following information is provided:

A Record Titleholder (s) :

B. Proposed Borrower (s) / Purchaser (s) :

*»

Mortgage Record :

*0

D. Judgment Record:

*

E. Taxes and Assessments of Record :
" .

If the information contained in this report is to be used in connection with financing
secured by a first priority lien, the following procedure is required:

Contact ATI at (800) 380-3399 to obtain an updated search of the records, prior to
closing, to ensure that no intervening matters appear of record.

Obtain a proper and recordable general warranty deed transferring title to the above-
described real estate from the record titleholder(s) named in A. , above, to the
proposed borrower(s) / purchaser(s) named in B., above.

Obtain a proper and recordable loan document signed by the proposed borrower(s) /
purchaser(s) named in B. , above.
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Exhibit k (2 of 2)

Provide for accurate payoff, from loan proceeds, of the items specified in C. and D.,
above, and arrange for receipt and recording of documentation releasing those items.

Provide for payment to date of taxes and assessments specified in E., above.

Contact ATI at (800) 380-3399 to arrange for ﬁling the warranty deed and loan

documents in the real estate records of * County, * in a timely and expeditious

fashion. LENDER WILL BE AT RISK FOR ANY LOSS RESULTING FROM
" UNREASONABLE DELAY IN FILING.

In consideration of payment of the Report Fee, the undersigned Company warrants to the
Lender the accuracy and completeness of the above information as of the effective date of
this report. This Report does not insure or commit to insure title or the validity, priority or
enforceability of the Lender’s lien, and is not intended to be relied upon as a legal opinion
as to lien status. “
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Exhibit F (Page 1 of 1)

CLOSING AGENT'S INSTRUCTION LETTER

We have asked you to provide your services as a closing/settlement agent for the purposes of closing a
loan to be made by the Lender named below to the Borrower(s) named below, and involving the real
estate described below. Because we intend to rely upon the accuracy and timeliness of your services, it
is our wish to outline our specific requirements so that our expectations will be clear.

Our general requirement is that your services be provided and the closing/settlement conducted in such
manner that Lender shall, upon recording of the security document(s), enjoy first lien priority as to the
below-described real estate. You will receive closing instructions from the Lender as well. If our

instructions and the Lender's instructions are in conflict in any respect, do not proceed to close the
transaction until the conflict has been resolved and you have been notified of such resolution by Lender

and ATI

Lender:

Borrower(s):

Property address City - State

1. You will be provided a copy of a Title Condition Report, issued by ATI Title Company,
covering the property legally described in the Title Condition Report. All title and loan documents must
reflect exactly the names and legal description contained in the Title Condition Report.

2. Do not proceed to close this transaction until you have been advised by (ATI or someone else?)
that no additional matters have appeared of record since the date of the Title Condition Report.

3. All existing liens of record, including unpaid general and special real estate taxes and
assessments, must be paid You and required to obtain, in writing, and provide us legible copies of, all
payoff statements as to any liens listed in the Title Condition Report.

4. All lien payoffs must be made exactly in accordance with written payoff statements and you
must provide us written evidence of the actual payoffs (copies of checks).

5. You must arrange for collection and payment of all fees and charges associated with the closing
of this loan, including our fee, which is indicated on the Title Condition Report.

6. Ensure that Lender's mortgage/deed of trust is filed for record in the proper County records
within 24 hours of closing or.termination of any rescission period, whichever is later in point of time.

7. Immediately forward to our office copies of all payoff statements, payoff checks or receipts and
receipts evidencing payment of general and special real estate taxes and assessments.

8. Immediately arrange for delivery and recording, in the proper County records, of all
documentation evidencing release and/or satisfaction of liens reported on the Title Condition Report.
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DRAFT © DRAFT
. Lien Affidavit/Indemnity Agreement

State of

County of

This Affidavit and Agreement applies {o real property in the County of . State of , described as follows (the

“Property”).

THE UNDERSIGNED, knowing that Norwest Mortgage ("Norwest") is relying.on the truth of the stalements made below in deciding whether lo
make a loan secured by the Property, and being first duly swom, says, and agrees:

1. The Property is free and clear of all liens, taxes, assessments, encumbrances and claims of every kind,
nature and descriplion whatsoever, not appearing of record, including, without imitation, mechanic's, material
person’s or laborer’s liens, except for rea! estate taxes which are not now due and payable,

2 —  There have beenno lmpmvements. alterations, of repairs {o the Property involving work or materials for
which the cosis remain unpaid.

3. —— The undersigned know(s) of no violation of municipal ordinances pertaining to the Property,

4. This Affidavit and Agreement is made for the purpose of inducing to
purchase the Property from the undersigned.

S. ——  There are no other parties asserting claims adverse 1o the interest of the fee simple titleholders of record,
or claims arising under a lease, option, contract, or other instrument purperting to creale any  interest in the Property,
whose claim does not appear of record. ’

Only those sections of the affidavit marked “X" are applicable to this affidavit,

NOW THEREFORE, in consideration of Norwest's agreement to make a loan secured by the Property, the undersigned does hereby agree,
without limitation, to indemnify and hold and save Norwest harmless from and against, any and all damages, liabilties, losses, costs, charges,
attomeys' fees, and/or expenses whalsoever, of any kind or character which Norwest i mcurs and that arise In connection with any unrecorded
defects described above, or in enforcement of this Agreement.

In this Affidavit and Agreement, whenever the conlext so requires, the singular number includes the plural; and, where there is more than one
person included 3s the undersigned, the provisions and obligations of this Agreement shall be binding on such persons jointly and severally.

This Affidavit and Agreement shall inure to the benefit of and bind the heirs, devisees, successors and assigns of the parlies hereto,

in executing this Affidavit and Agreement, the undersigned acknowledge that he/she is not relying on any other inducements, writlen or oral, by
any other person or any agent, employee or representative thereof,

IN WITNESS WHEREOF, the undersigned has executed this Affidavit and Agreement this day of 18

Signalure

Name Printed

Signature

Name Printed
State of

County of

Subscribed and swom 1o befere me this day of i [
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Exhibit H (Page 1 of 1

ATI TITLE COMPANY

FINAL TITLE CONDITION CERTIFICATE

The undersigned hereby certifies unto: * that according to the records of said county the
security instrument recorded on the * day of * in the year *, in Book *, at Page * (or Instrument # *
). of the Records of * County, State of * , evidences a valid, first, senior and paramount lien in your

avor upon real estate described as :

]

subject 1o no other liens or encumbrances appearing in the public records of said County, as
reflected by a complete search of said records as of the date of this Certificate.

The fee simple title to the above-described real estate is at the date of this certificate vested of
record in:

This Certificate is executed this * day of *, *.

Signature
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ATI TITLE OPTION PLUS (TOP)

Norwest Mortgage Branch Sales & Support Manual

———

|

——

TOP CONTEST RULES

ll

10.

There are three categorics for which prizes will be awarded.
a. Salcs representatives

b.  Office staff who work on loan files

¢. Entire branches

Nornwest Mortgage sales rcprcscntauves and office staff who work on qualified loan files are eligible
for onc of the two TOP grand prizes. Entire Norwest Mortgage branchcs are eligible for one of the
three special branch awards.

Each time a loan is closed using the TOP (Title Option Plus) program from ATI, the branch
manager prepares an official entry slip for each of the following:

a. The sales representative who generated the file

b.  The name of each person on the office stafl who worked on the loan file

¢.  The branch unit number

(NOTE: If the branch obtains a copy of the existing title insurance and includes it when they FAX
the order 1o ATI. Branch Managers are to put an "X" in the box on the entry form. This will give
the entrant a second chance at winning for cach loan done this way.)

The contest period runs through December 31, 1994,

Official entry slips will be distributed to each branch eligible to participate in the program as of the
beginning of the contest.

The completed and initialed entry slips must be received within seven days of the close of the contest
(by January 7, 1995).

For the first two categorics. winners will be chosen by random drawing. For the third category.
winning branches will be selected based on the percentage of TOP loans closed during the contest
period. (Calculations to include only those loans which were eligible for TOP product.)

Official entrics must be initialed by the branch manager 1o be valid. Branch managers are
responsible for getting the entries to

ATTN: TOP Contest

Unit Number 1731, .

3601 Minnesota Drive, Suite 300

Minneapolis, MN 55435

Entrics are to be sent at the end of cach week.
Only the stated prizes will be awarded. (See table below and following page)
No employecs of ATI or their immediate family members (parents, children, siblings, spouses) are
eligible to enter or 1o win the contest. Only Nonwest Mortgage employees are eligible to enter the

contest. Winners of the trips must be employed by Norwest Mortgage at the time of the trip in order
to collect the prize.

Effective Date:: 694 | - 693 Page 33



ATI TITLE OPTION PLUS (TOP) _

Norwest Mortgage Branch Sales & Support Manual

The "Top" of Kilimanjaro — An African Safari 13 days

TOP PRIZES

Sales Representative Office Staff Person
Choice of one of Choice of one of |
announced TOP trips for ~ announced TOP trips for
two two

Total Prizes: 1 Total Prizes: 1

Entire Branch
$1,000 for a branch celebration

(i.c., dinner, party, etc.) Branch
determines use of funds.
Total Prizes: 3

OFFICIAL PRIZE DESCRIPTIONS '

(All Irips are for two)

Hnghhghts include:

*

Nairobi

Amboseli National Park at the Foot of
Majestic Mount Kilimanjaro

Aberdare National Park - Lush Forests at an
altitude of 7,500 feet

*

*
*®

Samburu National Reserve - Dry Bush
Country

Mount Kenya Safari Club

Masai Mara - A magnificent National
Reserve

Balloon Ride over the splendor of Kenya

Round-trip Coach Airfare to Nairobi, all accommodations, sightseeing, safari transportation via specially
equipped safari vehicles and most meals.

The "Top" of Nob Hill - San Francisco/Wine Country 9 days
Highlights include:

»

*
*
*
»

3 nights at the Huntington Hotel

3 nights at the Meadowood in Napa Valley
3 nights at the Highlands Inn, Carmel
Luxury Car Rental

San Francisco Limo Transfer & Sightseeing
tour

]

NAPA Valley

One round of golf per person

Champagne balloon ride

Antique Car Tour of Wine Country
'Health spa admission and massage

Round-trip coach airfare 10 San Francisco, all accommodations, sightseeing and most meals.

The "Top" of the Eiffel Tower - Paris plus French Country Waterways 9 days
Highlights:

s

*®

2 nights at the Paris Hilton overlooking the
Eiffel Tower

Paris Sightseeing

6 nights cruise aboard a luxury European
barge

»

Cruising along the winding Seine from the
bountiful vineyards of Burgundy to the
splendid chateau of the Ile De France
Ballooning over the French Countryside

Round-trip coach airfare 1o Paris, all accommodations, sightseeing and most meals.

The " Top" of the World - visit the Mattcrhorn and Beautiful Switzerland 10 days
nghlxgl\ts

*,
»

*
™

Rail transportation within Switzerland aboard
the Glacier Express

Zuyrich

Liechtenstein - the last remaining vestige of
the Holy Roman Empire

St. Moritz - a mountainous resort area
Historic Geneva

L
[ 4

Lugano - the Swiss city with Italian flavor
Zermatt - a picturesque mountain village with
the majestic Matterhorn as a backdrop
Montreaux - a fashionable resort at the
Eastern end of Lake Geneva

*Lausanne and Lucerne

Round-trip coach airfare to Zurich, all accommodations, sightseeing and most meals.

Page 34

Effective Date: 6/94
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ATI TITLE OPTION PLUS (TOP)
Norwest Mortgage Branch Sales & Support Manual

OFFICIAL ENTRY FORM: TITLE OPTION PLUS CONTEST SAMPLES

==4 LoanFile# Date Closed
i LPO#
i City State
Branch Manager Name

Sales Representative Name
Approval: (Branch Manager initial here)

OFFICIAL ENTRY FORM: TITLE OPTION PLUS CONTEST

Loan File # Date Closed
LPO #

City State
Branch Manager Name

Office Staff Name
Job Title
Approval: (Branch Manager initial here)

If copy of existing title insurance was faxed to ATI, put an "X" in this box. O3

OFFICIAL ENTRY FORM: TITLE OPTION PLUS CONTEST

Loan File # Date Closed
LPO #

City . State
Branch Manager Name

Approval: (Branch Manager initial here)

If copy of existing title insurance was faxed to ATI, put an "X" in this box. [J
TS0 20 g
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Afl 11ILEUPLIONPLUS (10P)

Norwest Mortgage Branch Sales & Support Manual

This page intentionally blank.
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STEVEN T. FOSTER
COMMISSIONER OF INSURANCE

BOX 1157
RICHMOND, VIRGINIA 23209
TELEPHONE: (804) 371-9741
TDD/VOICE: (804) 371-9206

STATE CORPORATION COMMISSION
BUREAU OF INSURANCE

October 4, 1994

Mr. Harry N. Sandstrom
Deputy General Counsel
Norwest Mortgage, Inc.

405 S. W. 5th Street

Des Moines, Towa 50309-4626

Re:  Title Option Plus

Dear Mr. Sandstrom:

Thank you for the information on the Title Option Plus program. We are still researching
this issue and would like to know how the cost of this program, paid for by the borrower, is
recorded on the HUD-1 form. Please send us a copy of a completed HUD -1 form on a closed
transaction. Thank you for your cooperation.

Sincerely,

Sl st

JoAnne Scott, CPCU, AIE, ARP
Principal Insurance Analyst
Property and Casualty Division

JS:dw
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PEAND o - W \g 39 Norwest Mortgage, Inc.
3 1 .o

ACERD =3\ S.W.5thS
NORWEST T 'R 405 S.W. 5th Street
- Bgwhw VORTeAGE Gy Des Moines, IA 503094626
EENEN 515/221-4762
Fax 515/221-5192

October 13, 1994

Ms. JoAnne Scott

Principal Insurance Analyst
Property and Casualty Division
State Corporation Commission
Bureau of Insurance

Box 1157

Richmond, VA 23209

Dear Ms. Scott:
As you requested in your letter dated October 4, 1994, enclosed please find a HUD-1
on a transaction where TOP was paid for by the borrower. If I can provide more

information or answer any questions, please call on me.

Smcerely,

Harry N/ Sandstrom
Deputy General Counsel

HNS/sf

Enclosure

638



V74U’ B8 vee

49:40
17:08

fan vae ovww
T703 758 9888

10713794 AT & T wouz
t (L3 DEPARTHENY OF MOUBING AKD LRRAX DIVELORNENT . B.TYPR OF LOAW
10 LIFA 2, [ IPNRA, 3. 0 ICONV. wine, .
See 5D straztmnt(s) for ¢* frers 4. £IvA__S. poeowv. tes.
6. FILE wouERs 7. LoAN MSERy
& 1875019
> : 5. Wi, iwg. CASE WO.3
C.NOTES  Thisfom & formished 1 give you & saammnt of actal suemerns coss. Amonnts peid w 438 by the sexiemens ageet am howr., lema marked
m.mmﬂmumwmmmummymuwuuum A
Do FAXE OF BCAROWER: DOUGLAS C. KLINE, DIaxe L. KLINR
- ADDRESE: 10614 RUMTER R1052 DRIVE, OAXTON, VIRGINIA 22124
B, NANE OF SELLERS
ADDRERBt - SHLLHR TIN
b 5 WME OF LENDER) KORVEST NORTUIACE, IKC.
1301 PESTON PARKIAY, $202
} ADERRIS ¢ REATOM, VIRQINIA 22000
G.FROPERTY LOCATICN: Lot 12, DAKTON WXDS
10414 MNTER RIDAE, DAXTON, VIRGINIA 22124
H. SETTLEMENT AGENTI AT TITLE CORPANY
ADDRESSs 1390 PRESTON WNITE ORIVE
RESTON, VA, 22091 - SETTLENENT AGRRT TIN; 47-0604348
PLACE OF SETTLEMENT: AT! TITLE COMPANY 3.85TTLEEENRT DATB
AUDARSS s 1890 PRESTOR VEITE DRIVE closing detes 10/03/9%
RESTON, VA. 22001 |__Proration dates 10/03/M |
‘ J. BUMMARY OF BORROWRR'S TRANSACTICOR K. STIMARY OF SELLER‘S TRANSBACTIION
100. GROSS AMOUNT DUE FROM BORROWER: 400, CROSS AM! TO S5LLER:
101, Contracs mies price -ome 401, Contrect mies prioe —
102. Personal property : . 402, Percen) peopeny.
193, Sexdene=s charpes 1o borrower(lios 1400) §,602.68 1403, .. —_1
104, : 0,
105, Payo?s EXPIRE OF AMERICA 3,968.15 | 408,
Adfasanens o1 bns puid by selier 3 advanes: Adfuscmenty for Hems paid fo2 sler fo sdvancs: '
106, City/town taxes ) 406, Clryfown mzes fo
107, County wxes L) 407, buvi B
162 Amersmeny .M SR, Anazcnty )
109, .. 8.
110, 0.
TN 41,
112. a1
120. GROSS AMOUNT DUE FROM BORROWER; 29 .51.8 420. GROSS AMOTINT DU 20 SLLIR:
200. AMOUNTS PALY BY OR IN REHALF OF BORROWER: w.mumygmmomnmmm
1201, Depogis er eamast mossy . 501, Brorws dopaiffyes lastraedons)
m. st of new foxn(s) 202,000.00 | 502, Sctdemen? charges o sellorfline 1400)
203 Baising lowss) mim nbecten } 303, Exiring lossls) ke sobject & A
204 S04, Payof? of fire moTgare lors .
208, 08, of weond o Josn
206, 8.
207. INTERESY CREDIY .52 |0
200, 508,
| 209. SO0,
Ad] for rems id by seller: Adtacremy for izms uopald by selles:
210. Clty/sown mxes o | $10. Chyhown mxes [
211, Caunty taxes B : 311, Cousty wxss -
212 Asstumenty ) 313, Asmanecss N_)
214, 814, -
as. 13, .
217, 517,
218 ns. .
219, . 9.
230, TOTA BO) ; 263,350.57 | 529 TOTAL BEDUCTION IN AMQUNT;
300, CASH AT SETTLEMENT FROM/TU BORROWTR: 600, CASH AT SETILEMENT TO/FROM SELLER:
301, Gron smowe dus fom borrowsrline ] 20,5M.08 _| 601, Oross wpount dus jo sellaxfline €20)
302. Lass amocna pwid by/Rsr berrower(tine 220) 202,290.52 | 602, Less tow! reduesivns in amogut duc gelienline S3) .
. FRO? BORR 172,719.49 603, W n.g

SUBSTITUTE FORM 1099 SELLER STATEMENT-The inforzzdon tooained ta Blocks F.6.F and 1 and ax Itas 401 (o7, # Tine €01 s assrinknd, fines 403 20d 404)

is fxporane nx iuformsdon el is being fumished 1o the Iowmal Reveass Bervice. Jf you ars rguired to fe 3 reem, & negligence

be inposed oa you f iy txm 15 reqeited © be roponed axd the IRS drtszmins that §f bas 08 hocn

SELLER INSTRUCTTON-N &is real esu® was your

rexideace, Cle Faztn 2119, Sals oy Bxchange of

penalty or ofhee sanetion will

Principal Rexkdoace, for ey gein, with your inonme

rotum; for other mynsazdens, complew tha xpplicable pasts of Fomm 4797, For RS2 and/or Schadale D (Fomm 1040).
Yoq atv roqumed by law  provide ATI TITLE COMPANY with ywwr corvect nxpeyer idarificatkm passber,
M you de not provids AT TTTLE COMP, with yuue enrmez terpeyer idestfizaion mmber, you mey be subjost (0 civd of eriminal pesalties.
Undzr proaltias of perjury, § sardfy thar S5t mumbes shown o8 this maement i my comest axmyer el Roatios nmbes.

Slle

OCT 18 'S4 15:19

ble 832 9660

6939

PRGE . 822



JU/74V/ 94 43:40 rna e

fUIu)I'O 1:us 'n'l\u u. ua.. A‘i i":l'rlw '\"6' . - @oos
Fite 56030093 ETTLEMENT att " ot TAID VRN AD o]
L. S m achment(s) for {tnd s 2 .‘
[ 350 TOTAL FACER ROEN ) CMMGRN bust e § 9 3= R | arsnam |
| Divisien of Coammtysion oe m.m
BB S L
. -
203. Comenission pald u1 setdemont
1 708, )
$00. TTENY PAYABLE IN CONNECTION WITH LOAN,
801, Loan Orlainseics foe 1.60000 %  SOWUESY MORTGAGE, INC, 2.020.00
| 823, Loso Discoomt — ) -
| 803, Aporaital fes B _RARRY S1XGR -POCR 300.00
904, Cradls Report T .. 2o 5800
808, Lander’s inspection o0 ]
306, Murigage Inymasee gpplication fs0 ]
807, Asxarpuog Foe © ) i —
| SO0 Yex Servico oo ' WORVESY WORTGAGE, JKe, A 75.00 ~
_'ummt___.L__‘w foe §7_WRTRACE, INC. 25 )
810.
o 3 i
813, © )
m.mmgumwmumwrmmmm
901, Tntaruss from © 0% ey
902, Mongage insareoce preciom for 0.0
903, Jaxard pryurance pramium for 1 m o USM_ -POCE_488.00
904, . .
008.
1000, AESERVPS DEPCSITED WITH LENDER
1001, Racerd fomrence Sme®S | __40.67 perow - 328
100, Mostrsps fnprere .98 por mo.
1003. nLed . QS Jer oo,
1004, wxat 20028 pemo.
1008. Amma) assescmerm (Maknt) .88 pe mo.
1006 .98 permo. .
1007, U T S -
1008, .83 . .
uw.xmsaum:
lﬁl.&wuds_m! A1l TITLE CO®ANY . 250.60
1102, Absteact of 4l scareh
1103. $ids exacinatica ©
1104. Tis tvorenss binder i) : —
1103, Docormsst preption SUSORDIN _ to ATI TITLE COPANY - 53.60
1108. Noney the B
1107, Azooey's foo ©
| (toskofies sbove bume Nou:
108, Tice tavmnca —
fiaokodes edovs ks No.:
1109, Lemier's covenge [ .
1130, Owner's coverzye $
1113, TO» FEE o ATI TITLE COCANY 61_7_.g
113, Sourisr_fee o ATY TITLE COONY 48.00
1313, Prep snd Procure Kty Relaase o ATI TITLE COOAY 30.00
1114. WIRE TRAXSTERR PEE B_ATI TITLE COPAXY 10.00
1200, GOVERNMI™NT RECORDING AND TRANSFER CHARQES
1301, Recoreing trer: Dood $ Mrg$S 15.00 _Rel$ 15.00
1202. Cyjcouory aw/smzmzy: Dead § Mrg$ 10100 101.60
m Supuummps: Ded$ Mr$ 308.00 .00
[}
;go:, Record Relesse(s) o CLERE OF couxy 13.00 T
1206. R SUSCRDINATION ACXERWENT 10 CLERK OF THE CORT 13,00
1300. ADDITIONAL SETTLEMENT CHARGES *
1301, Sarvey . L. . . ..
1S02. Pest iarpection ©_ - —
1303. Express Mall (PAYOrF) © A TITLE cacaxy - 15.09 .
CONMTY JAXES ® _CIMTY OF BAIRPAX 1,448,5
!3&. REZCRD POA & AFFIDAVIT 0 _CLERK OF TKE CORT 26.00
1400. TOTAL SETTLEMENT CHARGES (cxe=red oa lises 103, Secuoz J axd Section X) $,602.88
ERTIF ﬂon-xmmmuzcb-xm muumuwmwﬁmkhsmumuumdd
pd ds 0 my a2ecTms oF by me b this oeaneson. | forther exytify Gat | have reczived 3 copy of EUD-) Setfement Satament.

WARNING: It s ¢ exims t knowmply Tale £ tarmsers 1 he Unital Siales 02 &S o7 say st o 2 inclode & fioe 04
i, For deads tom: Tids 18 U.5. Cade Secton 1001 sae Secsas 1010, 'Vi
0CT 18 'S4 15:19 632 9500 PAGE. 823



STEVEN T. FOSTER
COMMISSIONER OF INSURANCE

BOX 1157
RICHMOND, VIRGINIA 23209
TELEPHONE: (804) 371-9741
TDD/VOICE: (804) 3719206

STATE CORPORATION COMMISSION
BUREAU OF INSURANCE

May 8, 1995

VIA FACSIMILE

Mr. Stephen D. Morrison
Senior Vice President
Secretary and General Counsel
Norwest Mortgage

405 S.W, 5th Street
DesMoines, lowa 50309-4626

Re: TOP Program
Dear Mr. Morrison:

As you are aware, we are reviewing the TOP Program to determine if it is
insurance and we need an answer to the following question:

After Norwest sells a loan to a buyer in the secondary market and there is found

to be a superior title (1) will Norwest repurchase the loan and (2) will Norwest pursue a
remedy against the borrower?

We appreciate your prompt response.
Sincerely,

e Qg /1, B,

Mary M. Bannister
Deputy Commissioner
Property and Casualty Division

MMB:dw
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Stephen D. Morrison
Senior Vice President
Secretary and General Counsel

Norwest Mortgage, Inc.

NORWEST MORTGAGE 405 S.W. 5th Street
’ Des Moines, 1A 50309-4626
515/221-7520
Fax 515/221-51¢
A0
May 8, 1995 AN

MAY. 1656
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Ms. Mary M. Bannister )
y  VA- R3O

Deputy Commissioner
Property and Casualty Division
Virginia Bureau of Insurance
Box 1157

Richmond, VA 23209

RE: TOP

| am not sure | understand the exact question you posed in your letter of May 8,
1995. | assume you are asking what Norwest Mortgage will do if it turns out

that the selling warranty it made has been breached because the loan it sold is
not in fact secured by a first mortgage. This is a risk the secondary market
purchaser never assumed because it was retained by Norwest Mortgage as the
seller of the loan. We would be obligated under our sales contract (this applies

~ to all secondary market sales regardless of whether TOP, an attorney's opinion
or a lender’s title insurance policy exist with respect to that loan) to cure the -
defect or repurchase the loan.

With respect to the second part of your question, the borrower borrowed money
and will be expected to repay it whether or not the loan is fully secured. Again,
this is the same result that would occur regardless of whether TOP, an
attorney's opinion or a lender’s title insurance policy exist with respect to that
loan. As a practical matter however, we realize that it is often impossible to
collect an unsecured loan.

Just for the record, the “TOP product” is not sold to consumers. TOP is simply
a title status report that ATl sells to the lender NMI. The lender does require
the borrower to pay for his/her choice of title status determination methods (e.g.
lender’s title insurance, an attorney's opinion or TOP), but the “product” is not
intended for, nor does it accrue to the benefit of, the borrower.

NMI gives a warranty that every loan it sells on the secondary market is a loan
secured by a first mortgage as does every other seller of a first mortgage loan
in the secondary market and Norwest Corporation guaranties the performance
of NMI's obligations in connection with that sale. The distinctions between the
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Ms. Mary Bannister
May 8, 1995
Page 2

contractual arrangements involved here and insurance contracts are well
settled.

Your source of negative information about TOP comes from our competitors in
the American Land Title Association (ALTA). In a desperate attempt to protect
its turf, ALTA attempts to convert the sales warranties into an insurance
contract by pointing out selected attributes that sales warranties and insurance
contracts have in common and concluding that sales warranties therefore are
insurance contracts. This is a logical fallacy of the undistributed middle term,
ie.:

Sales warranties protect buyers from loss due to title defects.
Title insurance contracts protect buyers from loss due to title defects.
Therefore, sales warranties are title insurance contracts.

The fallacy is committed when two things that are both members of the same
larger class - in this case the class of contracts that protect buyers from loss --
are claimed to be the same in all respects. A classic example is:

All cats are mammals.
All dogs are mammals.
Therefore, all cats are dogs.

Cats and dogs are alike in that they both belong to the class of mammals.
They are unlike, however, in that one meows and the other barks. The
distinction involved here is between a sales warranty contract and an insurance
contract.

NMT’s basic title related undertakings in the Master Agreement are a warranty
that the loans it sells to Freddie Mac are secured by first mortgages and an
undertaking to repurchase loans that are not. Making good on these
undertakings of course provides Freddie Mac some economic protection that
would be provided to it by a lender’s title insurance policy. This warranty

- protection is provided to purchasers by virtually all sellers of any property.
Absent an effective disclaimer, this protection is provided in every transaction
involving the sale of goods in the State of Virginia. (Uniform Commercial Code
§2-312.) This protection is provided by all sellers of mortgages to purchasers in
the secondary market and is the same whether the seller verifies title by
purchasing a title insurance policy, obtaining an attorney’s title opinion or
obtaining a title report.
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Ms. Mary Bannister
May 8, 1995
Page 3

Apparently, ALTA agrees that a title warranty in a sales transaction is not
insurance if the seller (lender) also requires the borrower to buy a lender’s title .
insurance policy. Such warranties have been made by mortgage companies
for years without objection from the title insurance industry. Yet, if the borrower
elects to provide the seller (lender) with title report, this same warranty
somehow changes into insurance. The process that would change the same
warranty from a sales warranty into an insurance policy depending on the type
of title verification the borrower elects to provide the seller (lender) for its own
internal purposes is not logic. It is magic.

The distinction between a sales warranty and an insurance policy is simple and
universally recognized. A sales warranty is made by an owner of property to a -
purchaser of the property with respect to the quality of the property sold. Itis a
contractual statement by an owner confirming that the property sold is what it
purports to be. An insurance contract, on the other hand, is made by a
stranger to the underlying sales transaction. Both may protect the buyer
against loss arising from a title defect or other defect in the quality of the
praduct sold, but they are not both insurance. It would come as a great
surprise to the members of the commercial bar that represent manufacturers,
wholesalers and retailers to learn that in ALTA's view the sellers they represent
are insurance companies.

Sincerely,

e

SDM/dg

cc:  Mike Keller
Mike Fahey
Dan Segersin

RNIGHT

704



Case No. . NS IS |
Sponsor

Exhibit No. 000XB - 2

Witness | Beanisier
Bailitf

2’

—
[ ]
e
-~

SCEI 1z 0



¢ "y o

2

"First Mortgage Lender

N

Title Searches and TitleyAgeﬁcy

AR D G At R SO LR A A A O :\] LATUaAl Uea N



Administrative Letter 1982-10
MOTOR VEHICLE SERVICE CONTRACTS

Not Dated

The purpose of this letter is to address the area of “motor vehicle
service contracts,” “extended automobile warranties,” “extended ser-
vice contracts,”limited service agreements,” and similar instruments
indemnifying consumers for mechanical breakdown of motor vehicles.

There appears to be some confusion in the minds of consumers,
insurers, providers of motor vehicle service contracts, and other inter-
ested parties as to the legal status of such contracts. Additionally, there
has been considerable regulatory interest in these contracts on the part
of a number of states in light of the insolvency of North American
Dealer Group, a major provider of motor vehicle service contracts.

Under section 38.1-21 of the Code of Virginia, motor vehicle and
aircraft insurance is defined to include, among other things, loss or
damage resulting from any cause to motor vehicles. Pursuant to this
section, the Bureau of Insurance has approved “mechanical breakdown
insurance” policy forms filed for use in the Commonwealth of Virginia
by several licensed motor vehicle insurers. Typically, these policies
provide coverage for the cost of repair or replacement of specified parts
of a motor vehicle resulting from mechanical breakdown. Mechanical
breakdown is usually defined as the inability of a part to perform the
function for which it was designed.

It has come to the Bureau’s attention that numerous other entities,
including motor vehicle manufacturers, motor vehicle dealers, and inde-
pendent third parties are offering for sale, selling, or providing within
the Commonwealth contracts called “motor vehicle service contracts”
or some similar name, which contracts are virtually identical in cover-
age to mechanical breakdown insurance policies offered by licensed
motor vehicle insurers. Some motor vehicle service contracts do differ
from mechanical breakdown insurance policies in that they contain
provisions that would not be permitted if the contracts were filed for
approval as insurance policies. Notwithstanding such differences, the
Bureau, after a careful examination of numerous motor vehicle service
contract forms, is unable to perceive any substantive difference be-
tween motor vehicle service contracts-and mechanical breakdown in-

. surance policies.
Case No. =NSG50074
Sponsor_De Yendlaat . 453
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VIRGINIA ADMINISTRATIVE LETTERS

In light of the substantial identity of motor vehicle service contracts
and mechanical breakdown insurance, it is the opinion of the Bureau of
Insurance that such contracts, by whatever name called, are policies of
mechanical breakdown insurance if offered by a person other than the
manufacturer or seller of the covered motor vehicle.

Accordingly, the Bureau of Insurance is of the opinion that the offer
to sell, the sale, or the providing of such contracts within the Common-
wealth of Virginia by a person other than the manufacturer or seller of
the covered vehicle constitutes the transacting of an insurance busi-
ness, and that persons transacting such business must be licensed as
insurers under applicable provisions of Title 38.1 of the Code of
Virginia.

The Bureau is of the opinion that contracts offered by the manufac-
turer or seller of the covered motor vehicle are more in the nature of
warranties than of insurance. The primary risk of loss under such
contracts must remain with and be borne by the manufacturer or seller,
or the contract will be deemed to be an insurance policy.

The Bureau is also aware that some dealers are issuing motor vehicle
service contracts and then purchasing contractual liability or reim-
bursement insurance policies to cover or back up their losses under the
contracts. The Bureau regulates these back up policies as contractual
liability insurance and there is no objection by the Bureau to this
arrangement.

The Bureau of Insurance hopes that this administrative letter elimi-
nates the confusion regarding the legal status of motor vehicle service
coniracts and similar arrangements. The Bureau suggests that all par-
iies issuing, selling, or providing such contracts familiarize themselves
as quickly as possible with the applicable provisions of the Virginia
insurance laws, as the Bureau intends to enforce all applicable laws
cdealing with the sale of this type of insuiance.

James M. Thomson
COMMISSIONER OF INSURANCE

£ 1992, NILS Publishing Company
2

708




Case No. :Ums 2007

Sponsor exenB e

Exhibit No. 00NY\ B =5

\évnne%a. Arue]
ailiff . |

ev”™

709

1z LGy

SZ '.'9 ”fJ'

Py
t, Jre .
Alge e

L

;‘(i::' !



05~-v. o3 lv: 28 - O 'F ‘q REG
& 03

MoNWEALTH— OF V1

GOM RGINI

STEVEN T. FOSTER

80X 1157
COMMISSIONER OF INSURANCE

RICHMOND, VIRGINIA 23259
TELEPHONE: (&M) 371974
TOD/VOICE: (804) 371-9206

STATE CORPORATION COMMISSION
BUREAU OF INSURANCE

September 11, 1995

Administrative Letter 1995-10
TO: All Insurers, Health Maintenance Organizations, and Interested Parties

RE: Capitated Administrative Services Only (ASO) Agreements are insurance and
may subject both the provider and administrator to the provisions of Title
38.2 of the Code of Virginia.

The State Corporation Commission's Bureau of Insurance (the "Bureau") has
received several inquiries regarding capitated Administrative Services Only (ASO)
agreements. A capitated ASO contract is an arrangement that purports to provide only
administrative services to a self-funded health plan, but which, in fact, involves a transfer of
all or pant of the risk of loss for health care claims through capitation, i.e. through a fixed
charge per time unit (e.g. month) per member (or other unit) enjoying health care coverage.

[t bas come to the Bureau's attention that certain insurers, health maintenance
organizations, health services plans, third party administrators, health care providers, or
other entities may have entered into capitated ASO agreements with several employer
groups and others in Virginia. Capitated ASO agreements are insurance and, under
such agreements, the health care providers as well as the health plan administrators
may be subject to the provisions of Title 38.2 of the Code of Virginia.

: An employer may self-fund health benefits for its employees and contract with an
administrator in an ASO agreement to process claims and provide access to a network of
providers. In such cases, the employer bears the ultimate risk of loss for all health care
claims incurred by its employees. Furthenmore, the employer may self-fund to cover its
entire risk of loss, or it may self-fund to a certain dollar cap and purchase stop-loss
insurance to cover any health care claims that exceed an individual or aggregate cap.

However, with a capitated ASO agreement, the employer, for a fixed fee per
employee, transfers all or a portion of its risk of loss for health care claims of its
employees to an administrator, heaith care provider or other entity. This type of agreement
constitutes a contract of insurance under Virginia law. Such contracts are subject to the
appropriaze provisions of Title 38.2 of the Code of Virginia, including provisions relating
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Administrative Letter 1995-10
September 11, 1995
Page 2

-~

to llcensmg, contract and benefit requxremems, taxes, and assessment for maintenance of
the Bureau of Insurance.

No insuret, health maintcnance organization, health services plan, third party
administrator, health care provider, or other entity should enter into a capitated ASO
agreement in Virginia unless the contract as well as the entity are in compliance with all
the requirements of Title 38.2 of the Code of Virginia. Furthermore, any capitated ASO
agreements currently in effect in Virginia should not be renewed. The Bureau will continue .
to monitor capitated health care arrangements in the Commonwealth, and will take
appropriate regulatory action when it finds violations of Title 38.2 of the Code of

Virginia.
Questions concerning this Administrative Letter shall be directed to:

Victoria I. Savoy, CPA
Chief Financial Auditor
Financial Regulation Division
Bureau of Insurance
P.0.Box 1157

Richmond, VA 23209

(804) 371-9869

Sincerely, .

% S
Steven T. Foster

Commissioner of Insurance
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STEVEN T. FOSTER

COMMISSIONER OF INSURANCE P <2 Sl ¥
STATE CORPORATION COMMISSION
BUREAU OF INSURANCE

October 29, 1992

Chesapeake National Bank
P.0. Box 1419
Kilmarnock, VA 22482

Att: Douglas D. Monroe, Jr. :
Chairman and Chief Executive Officer

Re: Debt Cancellation Contracts

Dear ¥r, Monroe:

351 Pam=

-l o -— =

P.02

8ot 1187
RICHMOND, VA 23209
TELEPHIONG) (804) T8-3741
TLD/VOICE: (Mhe) 2253906

RECEIVED
K¥ ~3 8

onB - av:.iés__

Thank you for your patience while we reviewed the questions rafsed in

your September 16, 1992 letter addressed to Commissioner Foster.

Bureau staff, counssl, and Commissioner Foster have now completed their
review. It is our belief that debt cancellation contracts are pot insurance
contracts regulated by Title 38.2 of the Code of Virginia, as amended. This

being the case, regulatory oversight of such contracts would not
the purview of the Bureau of Insurance.

fall within

I trust the foregeing will adeguate1y respond to your ingquiry. If we

may be of further assistance, please
Very truly yours,

JM%‘ |
Gerald A. Milsky, J\Q,f CIE, ACS

Deputy Commissioner
Life and Health Division

Telephone No. (804) 786-9074

GAM/dwr

eel free to contact us again.

sl

bz g
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¢¢: Stevea T. Foster
correspondence #1992-93 Case No. ENS G
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HuNnToN & WILLIAMS
NORFOLK, VIRGINIA

RIVERFRONT PLAZA, EAST TOWER
RALEIGH, NORTH CAROLINA

VIRGINIA BEACH, VIRGINIA

WARSAW, POLAND

ATLANTA, GEORGIA

aRr . B
USSELS. BELGIUM 95| EasT BYRD STREET

FAIRFAX, VIRGINIA
KNOXVILLE. TENNESSEE RICHMOND, VIRGINIA 232I19-4074
NEW YORK, NEW YORK WASHINGTON, D. C.
TELEPHONE {(804) 788-8200 FiLE No.: 47018.000002
DRecT DiAL: (804) 788-8291

Davo F. PeTERs FacsiMILE 804} 788-8218

December 23, 1992

Mr. Gerald A. Milsky
Deputy Commissioner

Virginia Bureau of Insurance
P. 0. Box 1157

Richmond, VA 23209

Debt Cancellation Contracts

Dear Mr. Milsky:
It has recently come to my attention that your office has
concluded that debt cancellation contracts under which a creditor,

for a fee, agrees to cancel a debt in the event of the death of
the debtor, are not insurance contracts regulated by Title 38.2
of the Code of Virginia. I assume your staff's conclusion is
applicable as well in the context of automobile finance contracts
where the selling dealer is contractually committed to cancel or
satisfy the customer's debt in the event of death or total disa-
bility. If I am incorrect in my assumption, I would appreciate

your advising me.
Si ely yours, —
o LA

DFP/rsh ’

With kind regards.

FL BN ] IR \
NN EM LA

L

Case No. NS S S (0G 76 5 =
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GOMMQNWEALTH- F

Box 1157
RICHMOND, VA 23209
TELEPHONE: (804) 786-3741
TDD/VOICE: (804) 225.3806

STEVEN T. FOSTER
COMMISSIONER OF INSURANCE

STATE CORPORATION COMMISSION

BUREAU OF INSURANCE
December 24, 1992

David F. Peters, Esquire
Hunton & Williams

951 East Byrd Street
Richmond, VA 23219-4074

Re: Debt Cancellation Contracts

Dear Mr. Peters:

This will acknowledge and thank you for your letter dated December 23, -
1992 concerning the above-referenced.

Your information regarding the Bureau’s position that debt cancellation
contracts are not insurance contracts regulated by Title 38.2 of the Code of
Virginia, as amended, is correct.

I have no personal knowledge of the automobile finance contracts to
which you refer in your letter. If, however, they are contracts whereby for a
definite consideration the creditor waives any claims against the debtor or
his estate upon the inability of the debtor to repay the indebtedness due to
an agreed upon event such as death or disability, and wherein no third party
is involved in assuming the risk of the party contracting to waive his rights,
i.e., the creditor, it would appear that the Bureau’s position would be
applicable to such contracts.

If 1 may be of further assistance, please feel free to contact me.

Very truly yours,

Gerald A. %Z, J.oﬁls, ACS o

Deputy Commissioner . E
Life and Health Division ~
Telephone No. (804) 786-9074 -
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See WU attochment(s) for *! items

1o LIFHA 20 [ JFNRA

&, DOVA 5. L JCONV. IXS.

3. 1 JCONY. UNINS.

6. FILE MIBER: 7. LOAN INER:
94850104 195268

C.NOTE;

8. MIG. INS. CASE ¥O.: VA #72-6 0690512
This form is fumished 10 give you » satement of actual ssttlement costs. Amounts peid to 30d by G sctdement sgent scv shown. besms marked
(°p.0.¢.”) were paid cutside the closing: they are thown bere for information purpesss ead are not inchuded in the totals.

D. NAME OF BORROWER: THOMAS F. SHIELDS

ADDRESS :

RAME OF SELLER: KATHLEEN CAXPBELL

i ADDRESS: 110 $. TRAVIS, SNERWAN, TEXAS 75090

“ et rpatrd [ e gt L
SZ OF LIITNNR: 2RI SRS,

'y,

H. SETTLEMENT AGERT: ATl TITLE COMPANY

PLACE OF SETTLEMENT: AT! TITLE CONPANY

4024 WALTERS COURT, FAIRFAX, VIRGINIA 22030

SRLLER TIN:

sna
enue

3190 FAIRVIEV PARK DRIVE, #120

| ADDRESS: FALLS CHURCH, VIRGINIA 22062

G.PROPERTY LOCATION: Lot 38A, SINGING PINES

ADDRESS: 3190 FAIRVIEW PARK OR, 8140
FALLS CHURCH, VA. 22042

ADDRESS: 3190 FAIRVIEU PARK DR, #140

Clostng dates 11/22/94

FALLS CWURCH, VA 22042

Proration date: 11/22/9%

J.
100. GROSS AMOUNT DUE FROM BORROWER:
e

SUMMARY OF BORROWER’'S TRANSACTION

101, Contract sales price

133,000.00 _§ 401, Contract sales price

K. SUMMARY OF SBELLER’S TRANSACTION
435, GROSS AMOUNT DUETO SELLER:

133,000.00

30). CASH{ FROM] (% TO! BORROWER:

302. Less smounts paid by/for borrowerttine 220) 139,105.72 1 602. Less total reductions in amount due seller(line $20)

893.97

102, Personal propeny 402. Personal property
| 100. Setvement charges io borrower(line 1400) —3,209.75 1403,
104. Payoft HOUSEKOLD 2,000.00 | 404
108. 403,
Adjsstments for ems paid by seller in advance: Adjustments for itetns paid for seller in advance:
106 Cley/town tazes o 406. Cly/town tazes L
107, Couny tases o 407. County azes ®
 108. Assersments fo 408, Assessments )
109. 409.
150. 410.
L. 411.
1112, 412
120. GROSS AMOUNT DUE FROM EORROWER; 138,209.75 420. GROSS AMOUNT DUE TO SELLER: 133,000.00
200. AMOUNTS PAID BY OR IN BEHALF OF BORROWER!: $00. REDUCTIONS IN AMOUNT DUE TO SELLER:
201. Deposit or earnest money 1,000.00 | S01. Escess depoit(ses instructions)
302, Princips! amount of new fsanis) 133,000.00 | 502. Seulsment charges W seiler(iine 1400) 9,684.00
203, Existing loan(s) taken subject to 503. Exist s) aken subject to
204 304. Payoff of first mongage losn WETHOR 37,450.56
| 208. 503. Payoff of second mortpuge fosn APPLE FED. 7,115.38
 206. S05. See D attschment 921,83
207 507,
208. 21D wOTE 2,000.00 | 508. 230 NOTE 2,000.00
309. $09.
Adjustmerss for items unptid by seller: Ad] for items id by selfer:
{ 210. City/town taxes 07/01/94 to 11/22/94 503.72 | 510. City/town taxes 07701794 o 11/22/94 503.72
1211, County taxes 0 Si1. County taxes )
212. Assessmnents ] S12. Assessments )
pikH 812,
214. S)4.
218, 1.
216, si6.
217, a1,
218. Closing cost credit 2,600.00 | 318. Closing cost eredit 2,600.00
219. s19.
210. TOTAL PAID BY/FOR BORROWER: 139,103.72 520. TOTAL REDUCTION IN AMOUNT: 60,275.47
300. CASH AT SETTLEMENT FROM/TO BORROWER: 600. CASH AT SETTLEMENT TO/FROM SELLER:
301. Gross smount due from borrower(line 120) 138,209.75 | 601. Grots smount dus to seltertline 420) 133,000.00

60,275.47

72,7253 |

SUBSTTTUTE FORM 1099 SELLER STATEMENT-The information contained ia Blocks B.G.H snd | and on Line 401 (or, If tine 401 Is asterisked, lines 403 and 404)
is important tax information snd is being furnished to the Intemal Reverue Service. If you sre required o file o retum, 8 negligence peralty or other smnetion wit=

e imposed on you If this item is required to be reported and the IRS determines tat it Bas not been reported. :
SELLER INSTRUCTION-If this real estate was your principa! fesidence, file Form 2119, Sals or Exchange of Principal Residence, for any gain, with your lmomm i
retum; for other transactions, complete the applicable pans of Form 4797, Form 6252 and/or Schedule D (Form 1040). :
You are required by law 1o provide ATI TITLE COMPANY with yout correct taspayer identification sumbes,

1f you do not provide ATI TITLE COMPANY with your correst aitpayer identifieation tumber, you may be subject to civil or criminal penalties.
"Under penalties of perjury, | certify that the mumber shown on this sutement is my cotreet axpayer entification oumbet,

- Seller

Case No.
Sponsor
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0 Ve PADFRGR T | pAID ROM
file duesnagt L. SETTLEMENT CHARGHS™  teehemnt(a) for ¢ fteed - o0 ERS o

vy PUNDS FUNDS
700. TOTAL SALES/DROKER'S COMMISION Based on $ 133,000,009 _6.00 %= 7,980.00 4
Division of Comsmission (line 700) as follows:
1201, -’3.990.00 0 VEJCHERT REALTORS
|_702. 33,990.00 ®_VEICKERT REALTORS
703. Commission ps3id st settiement . 7,980.00
T704.
800. ITEMS PAYAGLE IN CONNECTION WITH LOAN.
301. Loan Origination fee 0.75000 % KORWEST MORTGAGE, INC. 997.50
802. Losn Discount %
203. Appraisal fee o _NORWEST MORTGAGE, IKC. -pOCE_300.00
804. Credit Repont o WORVEST MORTGAGE, INC. -POCS 85.00
803, Lender's inspection fee ©
$06. Mo insurance spplicstion fee 2]
207 Assumpuion Fee 0
308. Tax Service Fee t0_NOAVEST MORTGAGE, INC. 75.00 |
£09. Document Prepsrstion Fes . 0 __WORVEST MORTGAGE, INC. 295.00
810, o
[ 811 ®
812. 10
900. ITEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE,
901. Interest from 1172279 © 12/01/84 @S 32.TW000  Kay 9 days 295.11
902. Morgage lasurance premium for mo. 10
903. Hazard Insurance premium fot 3 yn. 0 MERRIRACK =POCS 200.00
04, .t -
_sos.
1000. RESERVES DEPOSITED WITH LENDER
1001, Hazard Insurance - 250.08 16,67 pereo. ) 3.3
1002, Mongsge insurance .93 per mo.
$003. Chty property tazes 1 mo.®3 106,40 _per mo. 106.40
1004. County property tazes mo.Q$ per mo.
1005. Annus! sssessments (Mazint) 20.98 per oo,
1006. i .03 per mo.
1007, mo.8% per £,
1008. .98 pes 0.

1100. TITLE CHARGES: '
|1101, Setdement ot closing fee o ATl TITLE COMPANY 200.00

1102. Abstract of title search o
1103. Title examination to _ATI TITLE COKPANY 99.00
1104. Title insurance binder _fo_
| 1108, Document preparation DEED/POA__to_ATI TITLE COKPANY 75.00
1106. Notary fec _to
1 1107. Attomey’s fee to 0
(includes sbove items No.:
1108. Tite Insurance 0
(Includes above fems No.:
1109. Lender's coverage 3
1110. Owner's coverage $
TN o
1112. Disbursement of Bills 0 ATl TITLE COMPANY 20.00
{22L. RO SRuT S emen - SN — R
| 1113, Prep snd Procure Mtg Release 9 ATI TITLE COMPANY 100.00
1114, TOP Fee © AT TITLE CONPANY 476.00
1200. GOVERNMENT RECORDING AND TRANSFER CHARGES
1201. Recording fees: Deed$ 1600 Mmg$  18.00 Rel. $ 32.00
1202. City/county tan/samps: Deed$ 66,50 Mng$ _ 66.50 ' 153.00
1203, State tan/stammps: Deed$  199.50 Mrg$ 199.50 399.00
1204. Grantor tsx to CLERK OF THE COURT 133.00
1205. Record Relesse(s) to_CLERK Of COURT 26.00
1206. _»
1300. ADDITIONAL SETTLEMENT CIIARGES
1301. Survey 0
1302, Pest inspection o TRIPLE vgn 750.00 |
1303. € s MalSl AIRGORNE © ATl TITLE COMPANY 30.00
1304, ®_
1305. 260 1/2 TAXES o CITY OF FAIREAX 838.40
1400. TOTAL SETT! EMENT FiADATR (smsowed an lose 102, e—o&—n,,um Sansinn ¥ !Jm re 0,428,022
CERTIFICATION: | havs carefully reviewsd te HUD-1 mmm»umumm-wwm llblmudmuunmuo(m
and dis! 2] this transaction. lmmmxnmmmdn Jp-) Sech States

Borrowsrs Sellers

The HUD-! Settlement atement which [ have prepered is & true snd accursis sccount of this tracsaction. | bave essand or will cause the funds (o be disbursed in
\,/

"""'ﬂ"" //?2 Jos

Setielnent Agent D v

WARNING: 1t s a crene 40 & Y Mmhe 1IN Mateinits W G J-uw.-mmu»mwoﬂuuhdlsr foren, Peraltles wpon conviction can inctade a fing and
lrpeisonment, Fot detalls see: Title 18: U.S, Code Section 1001 aad Section 1010.

e 746 - .. ... . N301507



HUD-1 Settlement Statement Attachment, Page 21

File Number..
Buyer(s)...
Seller(s)....
Lender....

...: THOMAS F.
.: KATHLEEN CAMPBELL
..t NORWEST MORTGAGE,

SHIELDS

INC.

Loan Number: 1902686

cmcccravcecvarcscccacceracnccnne LA L A T R P R R P P P L L Y R L R L LT T RN Y Y TR

PAID BY OR IN BEHALF OF BORROWER

-206-

Continued From HUD Form Page 1

Borrower's Adjustments Seller’'s Adjustments

REDUCTIONS IN AMOUNT DUE TO

«506-

BRADY'S HOME REPAIR
Seller amount
AMERICAN ELECTIC SERV
Seller amount

BRADYS HOME REPAIR
Seller amount

NELSON ELECTRIC SERV
Seller amount
VIRGINIA POWER
Seller amount

CITY OF FAIRFAX
Seller amount

Total for HUD line 506:

.

SELLER

A475.00

77.12
'175.00
156.00

17.08
© 21.63
921.83



File Number: 94650104 Disbursement Worksheet Page: 1
23-Nov-94 10:30 AM
Buyer/Borrower: THOMAS F. SHIELDS
Seller: KATHLEEN CAMPBELL
Property: 4024 WALTERS COURT FAIRFAX, VIRGINIA 22030
Bank ID: FNB
Escrow unit: 65 Closing date: 11/22/1994
RECEIPTS
Date Reference # 1Item # Description Amount
cemeseccccnacco~ ceecoon- (01) NORWEST MORTGAGE, INC.
11/23/1994 94650104W 0301001 Principal amount of new loan 133,000.00
1201001 Loan origination fee $97.50-
1205001 Document Preparation Fee 295.00~-
1301001 Interest adjustment new loan 295.11-~
(To be withheld from 0301001)
TOTAL: 131,412.39
RECEIPT TOTAL: 13141239
DISBURSEMENTS
Date Reference # It:em # Descnption Amount
cemcemeaobll T ceceeae. (01) ATI TITLE COMPANY
11/23/1994 65-00032486 1705001 Title examination (1103) 99.00
1711001 Prep and Procure Mtg Re(1113) 100.00
1716001 TOP Fee 476.00
1903001 Express Mail - AIRBORNE (1303) 30.00
1703001 Settlement or closing £(1101) 200.00
1707001 Document preparation - (1105) 75.00
1714001 Disburseément of Bills (1112) 20.00
. TOTAL: 1,000.00
- -ﬁ/i-—-ff------- (02) AMERICAN ELECTRIC SERV. CO
11/23/1/9’? 65-00032487 1007002 AMERICAN ELECTIC SERV 77.12
------ U T eeaccceeees  (03) APPLE FEDERAL CREDIT UNION
11/23/1994 ,65-00032488 1002001 Payoff second mortgage - APPLE 7,115.36
------ﬂé‘,.f.—r.-----.- (04) BRADY’S HOME REPAIR SERVICE
11/23/1994 65-00032489 1007001 BRADY'S HOME REPAIR 475.00
4
ceeeceanadl zs=-----  (05) BRADYS HOME REPAIR
11/23/1994 ‘2‘;00032490 1007003 BRADYS HOME REPAIR 175.00
S
cccecemcanteccccccncaaas  (06) CITY OF FAIRFAX :
11/23/1994 65-00032491 1906001 2ND 1/2 TAXES 638.40
4 —eeeeceee==  (07) CITY OF FAIRFAX '
11/23/1994 65-000324592 1007006 CITY OF FAIRFAX 21.63
..... ccecccsscnvene (PR} (TFRX OF COURT
~L——/ 1806001 Record Release(s) 26.00°
.------.7.------ ------- .- (09) CLERK OF THE COURT
11/23/1994 65-00032485 1801001 Recording fee 32.00 .
1802001 City/county tax/stamps 133790 ..
1803001 State tax/stamps 39%:00
1804001 Grantor tax 133.00 -:
TOTAL: 697 00
Case No. =] =% -7
Sponsor = o2
Exhibit No. DOT Ba.ot0
s Lavers ~e
. Wwitne " -_,~‘ =
. Bailm
: T - N301 585



File Number: 94650104 Disbursement Worksheet Page: 2
' 23-Nov-54 10:30 AM

DISBURSEMENTS (continued)
Date Reference # Item # Description Amount
--------- ¢l eee-. (20) HOUSEHOLD
11/23/199%‘465-00032493 1004001 Payoff Mortgage - HOUSEHOLD 2,000.00
Ry i U A -=-  (11) METMOR FINANCIAL INC
11/23/1994°65-00032494 1001001 Payoff first mortgage - METMOR 37,450.56
coceceeak M cececceec (12) NELSON ELECTRICAL SERVICE
11/23/1994'65-00032495 1007004 NELSON ELECTRIC SERV 156.00
--.-_--ﬁf‘_.—. ---------- - (13) TRIPLE "s*
11/23/19%4: 65-00032496 1902001 Pest inspection 750.00
........ [ 72 e (14) VIRGINIA POWER
11/23/1994 63-00032497 1007005 VIRGINIA POWER 17.08
P
. ¥ A --  (15) WEICHERT REALTORS
11/23/1994 65-00032498 1102001 Selling Broker Commission 3,980.00
0701001 Earnest money/deposit f£rom bu 1,000.00-
(To be withheld from 1102001)
TOTAL: 2,990.00
ﬁ%\/ . '
cmemecoaas oo ceeme- (16) WEICHERT REALTORS
11/23/1994 €5-00032499 1101001 Listing broker commission 3,850.00
seeceeccccecmecocemce-=-  (17) THOMAS F. SHIELDS '
BUYPROC Refund due buyer/borrower 893.97
---------- s=-=ee--ee----  (18) NORWEST MORTGAGE, INC.
1501001 Hazard insurance 33.34
1503001 City property taxes 106.40
TOTAL: 139.74
------------------------ (19) NORWEST MORTGAGE, INC.
1208001 Tax Service Fee 75.00
cmmececcccmeceaa eee-=~=-  (20) KATHLEEN CAMPBELL :
SELPROC Net proceed due seller 72,724.53
DISBURSEMENT TOTAL: 131,412.39

See=ceen. sececoa= cescccccccncacana ‘+’ posted through maintenance.
Escrow Officer .

.- . N3015
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¥ One thousand and 00/180 dollars . SRR A | ET o A

N301592

o nE C DAL 17711 ) SERRECSNETN | I
G1:ncsATT TITLE COMPANY ' . ) A ’ . oo . " Al'; N “":. .
3190 FAIRVIEW PARK DR, #140 ) !1123/1994 e *ul, 000. 00 oY
- FALLB8 CHURCH, VR 22042 . : ' - i
| o \ DL p SR g ,
"! K - . . .
| W i rm@ngmgé
' . ' M .. . ' -‘ ) * - .
o+ . PBS032LBE I:OSEOOOLIEl: 180w9732 & . vy :
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....'“ " .. .. . . .‘.. . \ . N .
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] - 4 ..' " . . - . ' b_. .
o C1as23a 7 wig . ' ##1,000. 00 IR I Lo
File.1 94650104 ' \ © 65-08032486 DUR S
SELLERs CAMPBELL - e v o ) o
BUYER:s SHIELDS : ‘ R .
ADDREBS: 4024 WALTERS COURT FAIRFAX, VIRBINIR"&EO:SO' o S A e ' : '
LEGALs Lot ‘38A SINBING PINES ’ o : o ' : .
- TITLE EXARMINATION $99. 00y ' \ !
t PREP AND PROCURE MTS RELEASE (SELLER) $100.00; TOP FEE $476.004
Lo EXPREBS mn. - AIRBORNE $30.00§3 SEDOCUMENT PREPARATION — DEED/POR $75.0 .

.
s
-
-

Case No. =NS 950077 : : . c R
Sponsor __2ta Xt : R e : b
Exhibit No. ¥ T 13 -1/ L

! D ) - Witnes 14 ' gurvevs .
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ATI DISCLOSURE AFFIDAVIT

SETTLEMENT DATE; _ NOVEMBER 22, 1994 , 1994
Fﬂg Nc‘: - 946501“.
1. PAYOFF INFORMATION: ATI Tille Company, (the Seltlement Agent) has calculated the balances for

Trusts, Judgments, Liens, psyments of interests, insurance, eserow, ete. shown on the Settlement Sheet with
information furnished by holders of the notes or banks, appropriate credilors or other third party(ies) and are not
_ guaranteed (but are believed to be) sccorate. You shall be respensible to adjust any required future funds if any of
these figures are in fect incomrect. The sole responsibility of the Settiement Agent shall be {o recalculate and reprint
the (revised) Settlement Sheet.

2 TAX INFORMATION: The Settlement Agent bas calculated the tax escrow’s and balances using the
informalion currently available from the appropriate governmental taxing authority, You shall be respensible to
adjust any required future prorations if any of these figures are in fact incorrect. The sole responsibility of the
Settlement Agent shall be o recalculate and reprint the (revised) Scitlement Sheet,

3. DISBURSEMENT: The Borrower(s) understand that if the Settlement Agent does not receive both the
loan funds from the Lender and the funds required of the Borrower(s) in the form of cash, wired funds, certified
cheek, of check issued by a political subdivision of the Commonwealth of Virginia, that recording and disbursement
will not occur until all checks are collected and credited to the SetUement Account of the Settlement Agent. Itis
further understood that any such delsy may cause changes in interest charges due from the Seller and Settlement
Agent is authorized to make such adjustments.

4, TITLE SEARCH and TITLE INSURANCE: The Setiement Agent has ordered and obtained a record
title search for the subject Property from an independent tille examiner spproved by the tille insurance underwriter.
It has prepared the Settiement Sheet (and title commitment/bindes, if one was required by the Lender) based upon
informaticn contained in the tile report. The Settlernent Agent bhas a financial interest in a title agency that is
licensed to issue title insurance through several title underwriters. Title insurance rates are set by the underwriters
and are approved by the State. In the event of a defect in title unknown to the Settlement Agent, the sole remedy of
the Purchaser(s) shall be against your former Seller(s) and/er title insurance underwriter, if owner’s title insurance is
(or has been) cblained. The Borrower(s) hereby cerlify that the difference between owner’s and lender’s title
insurance was exploined at sctt!ement and (unless otherwise indicated on the seitlement sheet) that he/she/they
hereby decline to purchase owner’s tille insurance coverage.

S, SETTLEMENT ACCOUNT FUNDS & MISC.: The Seitlement Agent will deposit all money received in
an interest-bearing bank account it uses for setlement disbursements, The interest eamed by this account will be
retained by the Seltlement Agent, however, all disbursements will be made to the proper parties in s timely manner
witliout intentional delsy. The Settlement Agent may also charge or exm fees or reimbursement for costs and
handling other settlements items such as surveys, hazard insurance, messengers, express delivery, elc.

6. ROLE OF SETTLEMENT AGENT: Scttlement Agent is not a Isw firm; neither the Settlement Agent or
any of its employees is acting as lawyer for any party to this transaction or providing legal advice, The Parties have
had the opportunity to seek independent counsel of their owa l:hoxec.

1. 'HOLD HARMLESS, WALK THROUGH & SE‘ITLBMBNT ESCROW'S: The Seltlement Agent is

not responsible for the condition of the Property, its inspection or repair. All escrow’s (if any) beld in conjunction
with this refinance settlement shall be governed by the new lender’s writien instructions.

8. CORRECTION AGREEMENT - LIMITED POWER OR ATTORNEY: Borrower(s) and Sellex(s)
hereby appoml ATI Title Company as their Attorney-in-Fact to correct any typographical and/or clerical errors
discovered in any or all of the closing documents presented at settiement and to place our initials on documents where
changes are made. In the event this procedure is utilized, the party involved shall be notified and receive a corrected
copy of the changed document.

N301 693
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Borrower

Borrower . %




ATI TITLE COMPANY
NOTICE OF AVAILABILITY
OF OWNER'S TITLE INSURANCE

DATE: NOVEMBER 22, 1994
THOMAS F. SHIALDS

TO:
BUYING PROPERTY IDENTIFIED AS: ___ 4024 WALTERS COURT _
. FAIRFAX, VA 22030

A Final Title Condition Certificate to the property you are buying is being issued to your
mortgage lender. This Certificate does not provide owners title insurance coverage to you.

You may obtain an Owner’s policy of title insurance which providcs title insurance coverage to

you. The additional cost to zvou for an Owner’s Policy of title insurance in the amount of
$133,000.00 is $ , if you request it at this time. You may also require

title insurance coverage for unrecorded mechanic's liens for work performed or materials

furnished prior to settiement. This coverage may or may not be available. If available, an
additional cost of $__N/A will be charged to you. NOTE: The value of subsequent

improvements to the property may not be covered by the title insurance policy.

If you are uncertain as to whether you should obtain an Owner’s Policy of title insurance, you
are urged to seek independent legal advice. If you are uncertain as to whether you should obtain
an Owner’s Policy of title insurance coverage with affirmative coverage for unfiled mechanic’s

liens, you are urged to seek independent legal advice.

~
al

i.'nl-u ' gﬁ ']

7
u

—— 1/We DO request an Owner's Policy of title insurance.

I/We DO request an Owner's Policy of title insurance WITH AFFIRMA’I'IV_@
MECHANIC’s LIEN COVERAGE.

/ I/We DO NOT request an Owner’s Policy of title insurance.

TR

Date:  11/22/94

Form TOP/NOAT (8/94)

Case No. =TNSSY S 0074

Sponsor +a YY)
Exhibit No. /N T B-13

723 \éva]g:gsg g::iﬁg e l |—:. ‘ ﬁ gavers - N301 502



Consumer Title Status Election
First Lien Options - PURCHASE

msr MORTGAGE
H&G:
sL&Giﬂvq/Qﬂ ¢ /33020

Estimated Cost Comparison
{ Proposed Loan Amount) { Purchase Price)

Option A Option B Option C Option C’s | Option C’s
Lenders and Owners | AT/ Title Condition|S8vings Over|Savings Over
Option A Option B

Cost

Lender’s Title
Insurence (3)| Title Insurance (4] Report (5)

Premium -

;ndorsement Fees (1) -0-

JAbstract Fee (if separately charged] -0-

Survey or Plst drawing (2) ' -0-

/otal Estimate 2y 7 / 002 A 7 350 | S35

Footnotes
(1) Certain policy endorsements are required by many lenders when title insurence is purchased. These endorsements often cost $15 to $50 or

more. Lenders using the AT! Title Condition Report do not require these endorsements.
(2] No survey or plat drawing is required when an AT] Titls Conditien Report is issued. Depending upon the geographic sres, these costs can

vary significantly. Costs in the $75 to $100 range are typicel.

(3] Lender’s titls insurance cost is based upcn losn smount. Lender’s title insurance sffords protection, to the Lender only, sgainst title defects

Lender’s title insurance will not be provided by ATl unless Borrower elocts option 8 and elects to use AT/ in a state where ATl is licensed (o sell
. isfied.

title insurance. In some states this cost may be less than estimated here if certain conditions sre satsfied.

(4) Owner’s titla insurance cost is customarily based upon Purchase Price. The cost shown in this column assumes that the owner’s policy is
purchased in conjunction with a lender’s policy. Norwest Mortgage does not require the Borrower to obtsin an owner s policy. Plesse ask your

Norwest Salas Representative sny questions you huvc sbout owner’s title insurance.
(5) Owner’s Title Insurance coverage is not available if the ATl Title Condition Report is elected.

Disclosure
ATl is 8 wholly owned subsidiary of Norwest Mortgage, Inc. Selection of AT! as 8 provider of tit/e insurance or a
Title Condition Report is not a condition for the granting of & loan by Norwest Mortgage, Inc. '
Election A ~ '
O Option A E o=
0O Option 8 ' Ny -
Option C (not available if option A or B are elected) -
=2
T
N
Y/ 7/?/ = =
Date

Dnr Borrower’s Signature

NMFLE 4177 F34 Ce=2 No. —'—(_\)SC)S 0019
Spsnsor __J+att o
ibi MT I
724 Exhibit Ne. ‘\

N301538




ATI

ATITITLE
COMPANY

3190 Fairview Park Drive, Suite 140
Falls Chureh, Virginia 22042
Office: (703) 641-5900

Fax: (703) 641-5909

DATE: October 25, 1994

TO: NORWEST MORTGAGE, INC.
3190 FAIRVIEW PARK DRIVE, #120
FALLS CHURCH, VIRGINIA 22042

ATTN: CLOSING DEPARTMENT

CASE #: 94650104

RE: THOMAS F. SHIELDS

L2
[y} i
e SR
=
N .
—
e
- Koo
— e
o
—
w —
A i
=
N
=

In connection with the above, we are enclosing the following:

(XX) ATI Title Condition Report

**NOTE TO CAROL (FOR PUD PURPOSES) :
IN DEED BOOK 730 AT PAGE 331,

RESTRICTIVE COVENANTS RECORDED

IN DEED BOOK 735 AT PAGE 296 AND IN
DEED BOOK 1125 AT PAGE 223.**

It is a pleasure to be of service to you. Please do not hesitate to call

you should have any questions.

Very Truly yours,

Valerie K.’'McPherson

Case No. ':LIUS'.OI 50079

SpOT‘i"" S OL-U(

Exkit’t Ho. M T

B

witness
Bailiff

725
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ATI TITLE COMPANY
TITLE CONDITION REPORT

DATE: October 17, 1994
Report No.: 94650104 Report fee: $476.10

ATI TITLE COMPANY here?; re resenzs unto NORWEST MORT GAGE, INC.
gzremaﬁer referred to as er”) that a thorough search

been conducted of the real estate records of Far i’ax County,
Virginia, as the same affects the following-described real

- estate;

All of Lot Thirt -El ht-A 8-A) of a resubdivision of Lots 37

38 and 39, S as said resubdivision is duly
dedicated, platted and recordecf in Deed Book 1124 at Page 48, of
the land records of Fairfax County, Virginia.

On the basis of such search, the following information is provided:
A. Record titleholder(s):

KATHLEEN CAMPBELL
B. Proposed borrower(s)/purchaser(s):
THOMAS F. SHIELDS

C. Unsatisfied mortgages and other liens of record:

Deed of Trust from Kathryn M. Anderson, unmarried, to First Financial Service
Compan Y, Inc,, Truste secunn Washington-Lee Savings and Loan Association
in the principal sum of 46,800, 00, dated ch 15, 1979 and recorded March
16, 1979 in Deed Book 5131 at Page 158.

Deed of Trust from Kathleen Latimer, sm%e, to H. A. Johnson and Jose E.
Aunon, Trustees, securing Fairfax School ;ees Federal Credit Union in
the principal sum of $10,000.00, dated July 1 87 and recorded July 13,
1987 in Deed Book 6789 at Page 335.

D. Unpaid taxes and assessments of record:

726 . N301483



Taxes subsequent to June 30, 1994, Taxes for the second half of
the year 1993 are a lien, not yet due and payable.

If the information contained in this Report is to be used in connection
"with a fransaction involving financin dg secured by a first priority lien,
the following procedure is suggeste

1. Obtain an updated search of the records, within 24 hours prior to
closing, to ensure that no intervening matters appear of record.

2, If the loan is for purchase money, obtain a proper and recordable
general warraniy deed transferring title to the above-described real
estate from the record titleholder(s) named in A., above, to the
proposed borrower(s)/purchaser(s) named in B., above.

3. Obtain a proper and recordable loan document signed by the proposed
borrower(s)/purchaser(s) named in B., above.

4. Provide for accurate payoff, from loan proceeds, of the items
fecz ified in C., above, arrange for receipt and recording of
ocumentation releasmg those items.

gb Provide for payment to date of taxes and assessments specified in D.,
ove.

6. File the warr deed and yaur loan documents for record in the real
estate records ?:f aerf ImIzy rginia in a timely and expeditious
Das EL%/ L3 RIS FOR ANY LOSS RES TING FROM UNREASONABLE

In consideration %f.e n?'mem‘ of the Report Fee, the undersigned Compary
represents to the er that the above mfonnanon is accurate and
complete as of the date of the Report. This Report does not msure or
commit to insure tztle or the valz nz [{manty oren orceabtll?'

the Lender’s lien, and is not inte to be relied upon as a lega

opinion as to the lien status.

éﬁolflIgCAN LAND TITLE CO., INC., a Nebraska Corporation, d/b/a/ ATI TITLE

BY:

e N301484
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COMPANY
3190 Fairview Park Dr., Suite 140
Falls Church, Va. 22042

Office: (703) 641-5900

Fax: (703) 641-5909

DATE: November 30, 1994

TO: NORWEST MORTGAGE, INC.
1200 MIDWEST PLAZA WEST
801 NICOLLET MALL
MINNEAPOLIS, MINNESOTA 55402

ATTN: FINAL DOCUMENTS

CASE #: 94650104

RE: THOMAS F. SHIELDS

In connection with the above, we are enclosing the following:
(XX) ATI FINAL TITLE CONDITION CERTIFICATE

It is a pleasure to be of service to you. Please do not
hesitate to call us if you should have any questions.

Very Truly yours,

ATI TITLE ,COMPANY "

10

o e R
SR

A RN

N

-

i

Valerie K. McPherson 2 -
N =
~

Case No.‘—I-\JSCIS()o 79
Sponsor X
E?(hibit No. n 1 R-ile B

id : yevrs
witness MI c '
Bailift 4
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No: 94650104

ATI TITLE COMPANY
FINAL TITLE CONDITION CERTIFICATE

The undersigned hereby certifies unto: NORWEST MORTGAGE, INC.
that according to the records of said county the sequng

instrument recorded on the 23rd day of November in the zyear

1994, in Book 9297 at Page 58 (or instrument #94-257327, of the
land records of Fairfax County, State of Virginia, evidences a

valid, first, senior and paramount lien in your favor upon real

estate described as:

All of Lot Thi{td-l%sht-A {38~A) of a resubdivision of Lots 37

38 and 39, SINGING PINES, as said resubdivision is duly
dedicated, platted and recorded in Deed Book 1124 at Page 48, of
the land records of Fairfax County, Virginia.

subject to no other liens or encumbrances appearing‘ in the public records of
said County, as reflected by a complete search of said records as of the date
of this Certificate. ,

The fee simple title to the above-described real estate is at the date of this

_ certificate vested of record in:

THOMAS F. SHIELDS

mﬂ errifeatefs exe e (773‘% day of November, 1994,

v Signaiure

723 N301509




Case No. ==NS450079

Sponsor_L nTerve
Exhibit No. < G~-117

Witness _ John Goole
Bailiff ec :
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There are many title troubles that can arise
to cause the loss of your home —or your business
property —or your mortgage investment.

Title troubles not disclosed by the most careful
search of the public records —called hidden haz-
ards —are the most dangerous. Because of them,

our abstract may be perfect, but your title worth-
f;ss. Your attorney’s examination may be the finest
that skill, experience and legal knowledge can
produce, but your title may be fatally defective.

Ownmer’s title insurance protects you as well
as your heirs from financial loss caused by title
troubles. And the title insurer, without expense
to you, will defend you against an’F attack on the
title to your proper,tly as insured. The one-time
premium is small. The protection is great.

Before buying real estate, give one of our of-
fices a call. Ask how simple it is to fully protect
yourself against title loss.

Here are thirty-five title troubles that fre-
quently occur. You may not discover them when
you buy real estate —but months or years later,
they can result in the loss of your property or an
expensive lawsuit.

35 Title Troubles.

1. False personation of the true owner of the land.
2. Forged deeds, releases, etc. '

3. Instruments executed under fabricated or
expired power of attorney.

4. Deeds delivered after death of grantor or
grantee, or without consent of grantor.

5. Deeds to or from defunct corporations.
6. Undisclosed or missing heirs.
7. Misinterpretation of wills.
8. Deeds by persons of unsound mind.
9. Deeds by minors.
10. Deeds by aliens.
11. Deeds by persons supposedly single but
secretly married.

12_1.1Birth or adoption of children after date of
will.

13. Surviving children omitted from a will.
14. Mistakes in recording legal documents.
15. Want of jurisdiction of persons in judicial
proceedings.

16. Discovery of will of apparent intestate.
17. Errors in indexing.

18. Falsification of records.

19. Capacity of foreign fiduciaries.

20. Claims of creditors against property sold by
heirs or devisees.

21. Deeds in lieu of foreclosure given under
duress.

22. Ultra vires deed given under false corporate
resolution.

23. Easements by prescription not discovered by
a survey.

24. Deed of community property recited to be
separate property.

25. Errors in tax records. (For example, listing
payment against wrong property.)

26. Deed from a bigamous couple.
27. Defective acknowledgements.
28. Federal condemnation without filing of notice.

29. Descriptions apparently, but not actually,
adequate.

30. Corporation franchise taxes, a lien on all
corporate assets.

31. Erroneous reports furnished by tax officials.

32. Administration of estates of persons absent
but not deceased.

33. Undisclosed divorce of spouse who conveys as
consort’s heir.

34. Marital rights of spouse purportedly, but not
legally, divorced.

35. Duress in execution of instruments.

[awyersTitde

[nsurance (grporation
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A. U, S.OEPARTHENT OF MOUSING AND URBAN DEVELOPMENT 8.TYPE OF LOAN

1. CIFHA 2. ( JFNONA 3. { JCONV. UNINS.

See MUD attschment(s) for **’ ftems 4. DOVA__ 5. [ JCONV. INS. )

6. FILE NUKBER: 7. LOAN NUMBER:
94650068  ° 1847048

8. MTG. INS, CASE NO.:

C.NOTE: This form is furnished to give you a statement of zcrual setlement costs. Amounts paid (o and by the settlement sgent are shown, Lems marked

(*p.0.c.”) were paid outside the closing: they are shown here for information purposes and are not included in the tonals.
D. NAME OF BORROWERR: ROBERT 8. BURKE, CATHERINE SHELOON BURKE

ADDRESS 1
E. NAME OF SELLER: SEYED M. R, GHASEMIAN, GILDA A. GHASEKIAN
ADDRESS: SELLER TIN:
F. NAMR OF LENDER: NORWEST MORTGACE, IRC.
1801 RESTON PARKUAY, #202 Certified to be a true and correct copy

ADDRESS : RESTON, VIRGIHIA 22090
G.PROPERTY LOCATION: Lot 2, HIODENBROOXG
Sec 1
1505 HIDDEN BROOK DRIVE, HERNDON, VIRGIKIA 22070
H. SETTLEMENT AGENT: ATI TITLE COMPANY
ADDRESS: 1890 PRESTGH WHITE DRIVE

RESTON, VA. 22091 SETTLEMENT AGENT TIN: &7-08043485

PLACE OF SETTLEMENT: AT! TITLE COKPANY I.SETTLEMENT DATE

ADDRESS: 1890 PRESTOR WHITE ORIVE Closing date: 09/20/9%
RESTON, VA, 22091 Proration date: 09/20/94
J. SUMMARY OF BORROWER’S TRANSACTION K. SUMMARY OF SELLER’S TRANSACTION

100. GROSS AMOUNT DUE FROM BORROWER: 400. GROSS AMOUNT DUE TO SELLER:

101, Contrzct sales price 187,000.00 | 401. Contract sales price 187,000.00

102. Persomal propernty i 402, Personsl property

103, Setiement charges to borrowestline 1400) 8,461,468 | 403,

104, 404,

108. 408,

Adjustments for items paid by seller in advance: Adjustments for items paid for seller in advance:

106. City/town taxes _to_ 406. City/town taxcs (]

107. County taxes to 407. County taxes 0

108, Assessments ] 408. Assessments to

109. 409.

{110. Homeowner Assoc. 09/20/94 to 12/31/94 15.37 | 410. Homeowner Assoc. 09/20/94 to 12/31/94 15.37
111. Rent 09716794 _to 09/20/94 157.81 | 411, Rent 09716794 _to 09/20/94 157.81
112, . 412.

120, GROSS AMQUNT DUE FROM BORROWER; 195,616,584 420. by : 187,173.18
200. AMOUNTS PAID BY OR IN BEHALF OF BORROWER: 500. REDUCTIONS IN AMOUNT DUE TO SELLER:

| 201. Deposit or esmest money 5,000.00 | SO1. Excess deposit(see instructions)

202. Principal smount of new loan(s) 184,000.00 | 502. Settfement charges to seller(line 1400) 12,366.00
203. Existing loan(s) aken subject to 303. Existing loan(s) taken subject to

204. 504. Payoff of first mongage loan 161,376.33
208. . 308, ff of second mongsge fozn

206 506.

207, 507.

209, $09.

Adjusanents for irems unpaid by seller: Adjustnents for items id by seiler:

210. City/town tazes to 510. City/town tazes "]

211, County taxes 07/01/94_to 09/20/94 437.38 | 511, County taxes 07/701/94 ©_09/20/94 437.38

[212. Assessmens o 512 Assessments w0 |
213, $13,

214, 514,

215. S18.

216, si6.

217. 317,

218. SELLER CREDIT 300.00 | 518. SELLER CREDIT 300.00

[ 219. 519,

220. TOTAL PAID BY/FOR BORROWER: ' im9.7s7.38 | 320 TOTAL REDUCTION IN AMQUNT; 176,479.71

{300, CASH AT SETTLEMENT FROM/TO BORROWER: _ ) 600. CASH AT SETTLEMENT TO/FROM SELLER: _ R
301. Gross amount duc frem borrower(tine 120} - 195,614,684 | 601, Gross amount due to seller(tine 420) 187,173.18
302. Less smounts ot borrowertline 220) 189,737.38 | 602. Less towal reductions in amouat due scller(line 520) 174,49. 71
30). CASH FROM TO) BORROWER: s , ‘”'L 603, W 1;,693.‘7

SUBSTITUTE FORM 1099 SELLER STATEMENT-The information contained in Blocks E,G,H and 1 and on line 401 (or, if line €01 is asterisked, lines 403 and 404)
Is important tax information and is being fumished to the Intemal Revenue Service. [f you are required to file s retum, a negligence penalty or other sanction will

be impased on you if this item is required to be reported and the IRS determines that it has not been reported.

SELLER INSTRUCTION-If this real estate was your principal residence, file Form 2119, Sale or Exchange of Principal Residence, for any gain, with your income tax
reurm; for other transactions, complete the applicsble pans of Form 4797, Form 6232 and/or Schedule D (Form 1040).

You zre required by law (o provide AT] TITLE COMPAN our correct taxpayet identification number.

ff you do not provide AT TTTLE COMPANY with your odrreeitazp \ 3 on number, you may be subject to civil or criminal penalties.
Under ies of perjury, I centify, that mbn [ Ry u“"w t aspayer ientificstion cumber.
1, \“‘ A
e7é‘ G \1“1’.\\‘!. - .'-‘b\A 5
Seller o et e’ Y

T | N300102



ttachmen for ** it PAID FROM PAID FROM
File Steso0sa L. SETTLEMENT CHARGEs tectoemc(a) fo poAlD FROM ALD FRON

FUNDS FUNDS
700. TOTAL SALES/BROKER'S COMMISION Based on S 187,000.00&2 6.00 %= 11,220.00) AT SETTLEMENT AT SETTLEMENT
Division of Commssion (line 700) as (ollows:

701. $5,610.00 to PRUBENTIAL PREFERRED PROP,
702, $5,810.00 to PRUDENTIAL PREFERRED PROP.
703. Commission paid at seatement 11,220.00
704,
800. ITEMS PAYABLE IN CONNECTION WITH LOAN.
801. Loan Origination fee 1.00000 % NORVEST MORTGAGE, INC. 1,840.00
802. Loan Discount %
803, Appraisal fee 0 NORWEST MORTGAGE, INC. - -pOCE_300.00
804. Credit Report_ to_NORWEST MORTGAGE, INC. -pOc8 58.060
808, Lender's inspection fee to NORWEST MORTGAGE, INC. 50,00
806. Mongage lnsurance application fee to
807. Assumption Fee to
808. Tax Service Fee to NORWEST MORTGAGE, INC. 75.00 §
809. Document_Preparation Fee to KORWEST MORTGAGE, IRC. _.225.00 |
810. VA FURDING FEE to NORWEST MORTGAGE, INC, 3,680.00
811, to
812. to
900. ITEMS REQUIRED BY LENDER TO DE PAID IN ADVANCE,
901. Interest from 09/20/94 0 10/01/9% @3 36.65000 rday 11 days 381,26
902. Monigage insurance premium for mo. to
903. Hazard insurance premium for 1_yrs. to USAA -pOC8 270.00
904. yrs. to
905.
1000, RESERVES DEPOSITED WITH LENDER
1001, Hazard Insurance 2 mo.8$ 22,50 per mo. 45.00
1002. Mortgage insurance mo.®$ pet mo.
1003. CIE :;E fazes mo.®$ pet £,
1004. County property taxes 5 mo.®$ 164.24 pet mo. 821.20
1005. Aanual assessments (Maint.) mo.23 pet mo.
1006. — MBS per ma.
1007, 0.9S per mo.
1008. mo.Q$ per mo,

1100. TITLE CHARGES:
1101. Settement or closing feo 1o AT] TITLE COMPANY 175.00

1102. Abstract e tile search to
1103. Tite exsmination to ATl TITLE COMPARY 150,00
1104. Title insurance binder ] .
1105. Document preparation _t0_ATI TITLE COKPANY 50.00
1106. Notary fee 0
1107. Auomey's fes o ]
(includes sbove items No.: :
1108. Title insurance o
| (inctudes shove items No-:
1109. Lender's coverage s
1110. Owner's coverage S
1. to
1112, Courier Fee ATl TITLE COMPANY 48.00
1113. Prep ond Procure Mty Relesse to AT] YITLE COMPANY $0.00
1114, TOP FEE to ATl TITLE COMPANY 652.00
1200. GOVERNMENT RECORDING AND TRANSFER CHARGES
120} Recording fees: Deed$ _ 14.00 Mng$ 18.00 Rel. $ 32.00
1202. Cityfcounty ax/stamps: Deed$ 93,50 Mng$ 92.00 185.50
1203, State tax/stamps: Deed$ 280,50 Mng$ 276.00 $56.50
| 1204. Grantor tax to CLERX GF THE COURT 187,00
1208. Record Release(s) t0_CLERX OF COURT 13.00
1206. POA & AFFIDAVITS (0 CLERK OF THE COURY 26.00
1300. ADDITIONAL SETTLEMENT CHARGES
1301. Survey 10
1302, Pest inspeciion 0 :
1303. Express Mall to ATl TITLE COMPANY 15.
1304. HOW to_AMERICAN WOME SHIELO 330.00
1303, 1]
1400. TOTAL SETTLEMENT CHARGES (entered on tines 103, Section J ¢nd 502, Section K) 8,441.48 12,366.00

CﬁRTIFlCATlON' l have cartﬁuly reviewed the HUD-1 Senlemem Smemcm and to the best of my knowledge and belief, it is a toys 2nd accunate statement of afl

-;_. z" zd/nv‘"‘_ S

Sellers
-l Settlement State ‘have prepared is a truc and sccurate zecount of this transaction. § have caused or will czuse the funds to be disbursed in
st
/z%/
Date V4 [4

Settiemnent Agent

WARNING: [t is a crime to knowingly make (alse siztements to the United Stutes on this or any other similar form. Penaliies upon conviction can include a fine and
imnricnament  Far detaile eone Titls IR 11 € Crule Sartian 1001 snd Saetion IAIN .

735 - N300103



w.  x.:.DEPARTMENY OF HOUSING AND URBAN DEVELCPMENT B.TYPE OF LOAN —_
- : oo 1. [IFHA 2. ( JENHA 3. [ JCONV. UHINS,
See HUD attachment(s) for /*/ {tems 4. [ JVA 5, [ JCONV. INS.
&. FILE NUMBER: 7. LOAN KUKBER:
95850080
8. WIG. INS. CASE NO.:
C.NOTE:  This furm is furnished 10 give you a statenient of actual settlement costs. Amounts paid to and by the setilement sgent ate shown. ltems marked
(°p-0.c.") were paid ouiside the closing: they are shown here for information pumposes and are not included in the totals.
D. NAME OF BORROWER: Desn E. Burns, Jerri Lynn Burns
ADDRESS: 5300 Glenside Drive, Richmond, VA 23230
E. NAME OF SELLER: Richard 0. Galan, Marie Plesnar-Galan
ADDRESS: 9031 Athur Court, Glen Allen, VA 23040 SELLER TIN: 226-44-0295
F. NAMR OF LENDER: Norwest Mortgage, Inc.
5540 Felmouth Street, Suite
ADDRESS: Richmond, VA 23230
G.PROPERTY LOCATION: Lot 45, Block E, Castle Pointe
Sec 1
9031 Arthur Court, Glen Allen, VA 230460
H. SETTLEMENT AGENT: AT] TITLE COMPANY
ADDRESS: 5540 FALMOUTH ST, - SUITE 100
RICHNGND, VIRGINIA 23230 SETTLEMENT AGENT TIN: 47-0604365
PLACE OF SETTLEMENT: AT] TITLE CONMPANY I.SETTLEMENT DATE
ADDRESS: 5540 FALMOUTH ST. - SUITE 100 ’ Closing date: 06/14/95
RICHMOND, VIRGINIA 23230 Proraticn date: 06/14/95
J. SUMMARY OF BORROWER'S TRANSACTION K. SUMMARY OF SELLER’S TRANSACTION
100. GROSS AMOUNT DUE FROM BORROWER: 400. CGROSS AMOUNT DUE TO SELLER:
101. Contract sales price 116,000.00 | 401, Contract ssles price 116,000.00
102. Personal propeny 402, Personal property
103. Setitement charges to borrower(line 1400) 5,737.53 ]403.
104. 4£04.
10S. 40S.
Adjustments for items paid by seller in advance: Adjustments for items paid for seller in sdvance:
106. City/town taxes to 406, City/town 1axes to
107, County taxes 06/14/95 to 07/01/95 43.86 | 407. County taxes 06/14/95 0 07/01/95 43.86_
108. Assessinents to 408. Assessments to
109, 409,
110. 410.
11, 411,
112, 412,
120. GROSS AMOUNT DUE FROM BORROWER; 121,781,39 420. QROSS AMOUNT DUE TO SELLER: 115.043.86
200. AMOUNTS PAID BY OR IN BEHALF OF BORROWER: 500. REDUCTIONS IN AMOUNT DUE TO SELLER:
201. Deposit or eamest money 500.00 | SO1. Excess deposit(see i ions)
| 202, Principal amount of new loan(s) 118,300.00__ | 502. Settlement charges to scller(line 1400) : 7,164.00
203, Existing loar(s) taken subject to 503, Existing lozn(s) taken subject to
204. 504, Payolf of first mongage loan 89,971.76
208. 503, Payoff of second nrongage loan
206. 306,
207, $07.
208, 508.
209. 509.
Adj for items unpaid by seller: Adji for items unpaid by seller:
210. City/town tases to ) 510. City/town taxes o
211, County tazes to St1, County taxes o
212. Assessments to 512, Assessments to
213, 513,
214. 514, !
218, S18.
216. 516,
217. 517,
218, : 518,
249, 519, "
220. TOTAL PAID BY/FOR BORROWER: 118,800.00 520, TOTAL REDUCTION IN AMOUNT: 97,135.76
300. CAS! AT SETTLEMENT FROM/TO BORROWER: 600. CASIt AT SETTLEMENT TO/FROM SELLER:
301. Gruss amount due from barrower(line 120) 121,781.39 | 601, Gross amount due o seller(line 420) 116,043,868
302. Less amourts paid by/fur borrawer(line 220) 118,800.00 [ 602. Less total reductions in smount due seller(fine 520) 97,135.76
CASH X _FROM TO) BORROWER: 2,981.39 603, CASH {% TO} | FROM] SELLER: 18,908, 10

SUBSTITUTE FORM 1099 SELLER STATEMENT-The information contained in Blocks E,G,H1 and | 2nd on line 401 (or, if line 401 is asterisked, lines 403 and 404)
is important tax information and is being furnished to the Internal Revenue Service. If you are required to file a retum, a negligence penally or cther sanction will

be imposed on you if this item is required to be reported and the IRS detcemines that it has not bc:n reported.

SELLER INSTRUCTION-I{ this real estate was your principal residence, fite Form 2119, Salc or Exct of P | Resid fur any gain, with your income tax
retum; for other transactions, complete the spplicable pans of Form 4797, Fonn 6252 and/or Schedule D (Form INO)

You arc required by law to provide ATl TITLE COMPANY with your correct laxpayer identification number.
1f you do not provide AT! TITLE COMPANY with your correct taxpayer identification nuniber, you may be subject lo cwﬂ or criminal penalties. N N O o’ 7 7
. Under penstifes of perjury, 1 certify that the number shown on this statement is my correct taxpayer identification nuntber. -
—~

Seller

™




File 9580060 L. SETTLEMENT CHAYEGHs*tsetment(e) for 1ot it

PAID FROM
DORROWER'S
FUNDS

700. TOTAL SALES/DROKER'S COMMISION Dased on § 116,000.00@  5.00 %=

5,6800.00

AT SETTLEMENT

Division of Comntission (line 700) as follows:

PAID FROM
SELLER'S

FUNDS
AT SETTLEMENT

to Coldwell Banker/Vaughan & Co.
to_ERA Woody Mogg & Assac,

701, $2,320.00
702, $3,480.00

5,800.00

703. Commission pald at settlement
704,

800, ITEMS PAYABLE IN CONNECTION WITH LOAN.

801. Luan Origination fee % MNoruest Mortgage, Inc.

183.00

1,000.00

802. Loan Di 1.00000 % Norwest Hortgage, Inc

1,183.00

|_803. Appraiss! fee 1

804. Credit Repont

80S. Lendes's inspection fee

| _806. Mongage Insurance application fee

807, Assumption Fee

808,

809, VA Funding Fee

2,320.00

810.

811,

812,

Y00, ITEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE.

%01. 1 from 06/714/95 w 07/01/95 @S 25.93000  /day 17 days

440.81

902, Mornigage insurance premium for mo. (o

271.00

903. Hazand insurance | for 1 yrs. w0 State Farm

904, yss. to

90S.

1000. RESERVES DEPOSITED WITH LENDER

| 1001. I1azard Insurance 2 no.@$ 22.58 permo.

£5.16

1002. Mortpage insurance mo.@3 per mo.

| 1003. City propenty taxes mo.@$ per mo.

2 nio.®S 78.48 per mo.

1.1004. County propesty taxes

156.96

| 1005, Aanual assessments (Maint.) mo.@$

per 0.

nw.@$ pes ma.

mo.@$ per mo.

no.@S per o,

1100. TITLE CHARGES:

1101, Sctilemens or closing fec

[ 1102. Abstract or titte search

AT TITLE COMPANY

1103. Title examination
{_1104. Title insurance binder

110S. Document g tion NVR Settiement Services

150.00

1106. Notary fee

1107, Attorney’s fee to

(includes above iiems No.:

1108, Title insurance

(includes sbove items No.:

1109. Lender's coverage

1110, Owner's covenage

| 1111. Title Option Plus Report for Norwes AT1 TITLE COMPANY

460.00

1112. Deliver Payoff AT! TITLE COMPANY

15.00

1113. obtain and Record Release AT1 TITLE COMPANY

25.00

1114,

1200, GOVERNMENT RECORDING AND TRANSFER CHARGES

1201. Recording fecs: Deed$ 14,00 Mng$ _ 20.00 Rel.$  13.00

34.00

13.00

1202. City/county ta/stamps: Deed$  58.00 Mng$ _ 59.15

117.15

1203. Siate taa/stantps: Deed$ 174.00 Mng$ 177.45

351.45

1204. Grentor’s Tax to CLERK OF THE COURT

116.00

1208.

1206.

1300. ADDITIONAL SETTLEMENT CIIARGES

to

[

1301, Survey to
.

s Shom Chaitd

1362, Feat Sopunion

45.00

1303, [

1304. to

1308. to

1400. TOTAL SETTLEMENT CHARGES (entered on lines 103, Section J and S02, Section K)

5,737.53

7,164.00

CIZRTIFICATION 1 have carefully reviewed the HUD-! Settlernent Statement and to the best of iy Izmwledge 2
isbu made on my sccount or by me in this transaction. 1 fusther cenify that | have receiv

8 copy of HIUD-|

beliel, it is a true

sccurate siatement of all

Botrowers Sellers
The HUD-1 Settlement Statement which I have prepared is a true and of this
sccordance with this siatement.

[ =
caleer. ‘” o) - elpllgs

1 have caused or will cause the funds to be disbursed in

NN

Settlement Agent

WARNING: It is 2 erime to knowingly make false statements (0 the United States on this or any athier simitar furm. Penaltics upon cunviction can include 2 fine aud
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A U.S.DEPARTMENT OF IIOUSIRG_AND URBAH DEVELGPHENT

__B.TYPB OF LOAN _

See HUD ottachment(s) for ¢/ {tems

1. [JFHA 2. [ JFMHA
4 LIVA

3. [ JCONV, UHINS,

5. L JCONV, NS,

6. FILE KUMBER:

95850031

7. LOAN NUMBER:

C.NOTE:

8. MIG. INS. CASE KO.:

This fann is furnislied to give you a statement of actusl setifement costs. Amounts paid 1o and by the settlement agent are shown, ltems marked

{"p.0.¢.") were paid cutside tie closing: ticy are shown here for information purposes snd are not included in the totals,

D. NAME OF BORROWER: SALLY C. CURRAN, ALAN P. CRAWFGRD

ADDRESS:

E. NAME OF SELLER: SYLVIA MEADE

ADDRESS: 4018 CUTSHAW AVEKUE, RICHKOND, VA. 23230

SELLER_TIN:

F. NAME OF LENDER: Norwest Mortgage
5540 Falmouth Street, Sulte
ADDRESS: Richmond, VA 23230

G.PROPERTY LOCATION: HETES & BOUNDS

4018 CUTSHAW AVENUE, RICKMOND, VA. 23230

H. SETTLEMENT AGENT: ATI TITLE CONPANY
ADDRESS: 5540 FALKOUTH ST, - SUITE 100
RICHMOND, VIRGINIA 23230

smt.xuxm AGENT TIN: &47-0606365

PLACE OF SETTLEMENT: AT! TITLE COMPANY
ADDRESS : 5540 FALMOUTH ST. - SUITE 100
RICHMOND, VIRGIHIA 23230

I.SETTLEMENT DBTK
Closing date: 03/31/95
Proration date: 03/31/95 -

J. SUMMARY OF BORROWER’S TRANSACTION K. SUMMARY OF SELLER’S TRANSACTION
100. GROSS AMOUNT DUE FROM BORROWER: 400. GROSS AMOUNT DUE TO SELLER:
101. Contract sales price 112,000.00 | 401. Contract sales price 112,000.00
102, Personal property 402, Personal property
103, Seitlement charges to borrower(line 1400) 4,352.73 1403,
104, ‘| 404,
103, 40S.
Adjustments for items paid by seller in advance: Adjustmients for items paid for seller in advance:
106. City/tawn tazes lo 406. City/town taxes to
107. County taxes to 407. County tazes o
108. Assessments to 408. Assessments to
109. 409.
110 410.
111, 411,
112, 412.
120. GROSS AMOUNT DUE FROM BORROWER; 116,352.73 420. GR MQU ELLER; 112,000,00
200. AMOUNTS PAID BY OR IN BEHALF OF BORROWER: 500. REDUCTIONS IN AMOUNT DUE TO SELLER:
201. Deposit or earnest ntoey 1,000.00 _ | 501. Excess deposit(see instructions)
202. Principal amount of new loan(s) 106,400.00 | 502, Seitlement charges to scierfline 1400) 9,9464.00
203. Existing loan{s) taken subject to 503, Existing loan{s) taken subject to
204. Credit Pd. by KNI 1,164.00 | 504. Payolf of first mortgage loan 69,300.47
208. 3505. Payoff of second morigage loan
206, 506.
207, 507.
208, S08.
209.° 309.
Adjustmiznts for items unpaid by seller: Adjustments for items unpald by seller:
240, City/town tazes ) $10, City/town taxes _to
211, County taxes 12/31/94 to 03/31/95 383,40 | St1. County tazes 12/31/94 to 03/31/95 383.40
212, Assessients to 512, Assessments to
213, S13.
204, Sid.
215, 518.
216. s16. .
217, s,
218. 518,
219. 519,
220. TOTAL PAID BY/FOR BORROWER: 108,947.40 - | 520, TOTAL REDUCTION IN AMOUNT: 79,627.87
300. CASII AT SETTLEMENT FROM/TO BORROWER: 600, CASH AT SETTLEMENT TO/FROM SELLER:
301, Gross amount duc from borrower(line 120) 116,352.73 | 601. Gross amount due to sellerline 420) 112,000.00
302, Less amounts paid by/for borrower{line 220) 108,947.40 | 602. Less total seductions in amount due seller(line 520) 79,627L
303, CASIi [x FROM] | TO] BORROWER: 7,405.33 G03. CASIt X FROM] SELLER: 32,372.13 |

JUBSTITUTE FFORM 1099 SELLER STATEMENT-Tle information contained in Blocks E.G.H and 1 and on line 401 (or, if linc 401 I3 asterisked, lines 403 and 404)
+ important tax informatlon 2nd is being fumished to tie Intermal Revenue Service. If you are requited to file a retum, a negligence penalty or other sanclisn ml.l
‘¢ imposed on you if this item is required 10 be reported and the IRS determines that it has not been repotted.

e Sorm 2119, Sale or Exchange of Principal Residence, for 2oy gain, with your heom ax

‘ELLER INSTRUCTION-IF this rez! estate was your principal reside
etum; fot otier transactions, compleie the applicable pasts of Form,

“ou are required by Iaw to provide AT! TITLE COMPANY with your correct taxpayer Identification numbet. 73 8

Qi 6252 and/or Schedule D (Form 1040),

NOC1237

{you do not provide ATI TITLE COMPANY with your correct taxpayer identification number, you may be subjeel to clvil or eriminal penalties.
Ixles penalties of periury, 1 centify tliat the aumher chinwn an this slitemans fo me enveces temmemna it o
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File 95850031 L. SETTLEMENT CH ATCGRgettachnent(s) for +! it BB’}QL’JJ}E&-% Pg,‘i%:‘i,";‘
- FUNDS 5
700. TOTAL SALES/BROKER'S COMMISION Dased on $ 112,000.00® 6.00 %= 6,720.00] AT S_r!:_m.l:_M_EN_'_l'__ |_AT SETTLEMENT |
Divisiun of Conuuission (linc 700) as follows:
701. $3,360.00 to Blackburn Realty
702. $3,360.00 fo__Re/Mox Commonuealth
703, Comumission paid a1 settlenent 6,720.00
04,
800. ITEMS PAYABLE IN CONNECTION WITIL LOAN.
801, Loan Originativn fee 1.00000 % MNorwest Hortgage 1,064,00
202. Loan Diseount %
803. Appraisal fee $350/8350 POC _ to Horwest Hortgage
804. Credit Report $50/$50 POC__ to Noruest Mortgage
80S. Lender's inspection fee o
806. Mortpage Insurance spplication fee lo
307, Assumiption Fee to
808, Yax Service Fee to Norwest Hortgage 81.00
809. Document Preporation Fee to__Horwest Mortgage 195.00
810, Final Inspectien to_Noryest Mortgage 75.00
811. Temporary Buydown to_Norwest Mortgage 2,258.05
812, to
900. ITEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE.
901, luterest from 03731/95 10 06/01/95 @S 26.60000  /day 1 day 26.60
202. Montgage in iy for no, lo_Amerin 73.59
903, llazard insurance premium for 12_yrs. to_Metropolitan 295,00
904. yrs. to
903.
1000. RESERVES DEPOSITED WITH LENDER
1001, lazsnd Insurance 2 mo.®$ 24,58 _per mo. 49.16
1002. Montpage insurance 2 mo.@$ 73.59 permo. 147,18
1003. City property taxcs o10.@$ pee ma,
1004, Cautity 1 tazes 11 mo.@3 129.45 _per mo. 1,623.95
1003, Annual assessments (Mainl.) mo.@$ per mo.
1006. mo.@$ per mo.
1007, mo.®$ per mo.
1008, mo.@3 per mo.
1100, TITLE CIIARGLS:
1101, Sctttement or clositig fee to AT! TITLE COHPANY 1735.00
1102. Abstract or title search to ATl TITLE COHPANY 175.00
1103, Title exantination to
1104, Title i binder to
110S. Docuntent prepatati to
1106. Notary fee _lo
1107, Attomney's fee to to_Thomas Hassell. Esq. 174,00
(includes above items No.:
1108. Title insurance to
(includes sbove items No.:
1109. Lemder's coverage $
1110, Owner's coverage $
1111, 1itle Optfon - TOP Plus to ATl TJTLE COMPANY 436.80
1112, to
i3, to
1114, ()
1200, GOVERNMENT RECORDING AND TRANSEER CHARGES
1201, Reconling fees: Deed$ 14,00 Mng$ 16.C0 Rel.$ 13.00 43,00 |
1202, City/county tax/stamps: Deed$  56.00 Mng$  53.20 79.20 30.00
1203. State tax/stamps: Deed$  168.00  Mng$  159.60 338.20
1204, Grontor’s Tax to CLERK OF TIHE COURY 112,00
1208. to
1206, . ) .
1300. ADDITIONAL SETTLEMENT CIIARGES
1301, Survey to
1302. Pest Inspection to_Loyoll Rid-O-Pest 325,00
130, [
1304, to
1308, to

‘400, TOTAL SETTLEMENT CHARGES (entesed on lincs 103, Section § and 502, Section K)

4,352.73

9,944.00

ERTIFICATION: [ have carcfully reviewed the [IUD-1 Setilement Statement and to the best of my knowledge and belief, it is a true and sccurate statement of all

ceips and disbussements made cn my account or by me in hls transaction. [ furtier certify tiat 1 have reccived a copy of HUD-] Settlement Statement,

an P Cautod

T orowers

_739

NCTTZ5¢

18 HUD-{ Settlement Statement which 1 have prepared is a true zna accuraie account of this irasaction. 1 have caused or wil] cause the funds to be disbursed in

cotdance with Chis statement.

2y 37

- -



To LJFUA 2. L JFNKA 3. 1 JCONV. URINS.

See D attacheent(s) for r9! ftems 4 DOVA S, [ICONV. INS.
' &, FILE KUNZER: 7. LOAN NUMBER:
94650105 1897743
8. WIG. INS. CASE ¥D.1 VA KO. 069032
C.NOTE:  This form Is fumnished to give you a statement of sctuz! settiement ¢osts. Amounts paid ©© end by the setilement agent are shown, ltems marked
("p.0.¢.°} were pzid outside the closing: they sre shown here for Ink jon purp and zre not Included in the towls.
D. NAME OF BORROWER: CRECORY A. ECAR
__ADDRESS:
E. NAME OF SELLER: VINCENT ORSINI, GLORIA ORSINI
ADDRESS : 1349 PLANTATION CAX DR. SOUTH, JACKSOMVILLE SEACH, l‘. SELLER TIN:
F. NAME OF LENDER: KORWEST MORTGAGE, IKC.
3190 FAIRVIEW PARK DRIVE, #120
ADDRESS: FALLS CHURCH, VIRGIKIA 22042
G.PROPERTY LCCATION: Lot 270, DALE CIIY
Sec &C
4706 KILBAKE ROAD, WOCDBRIDGE, VIRGINIA 22193
. SETTLEMENT AGENT: AT] TITLE COMPANY
ADDRESS: 3190 FAIRVIEW PARK OR, #140
FALLS CHURCH, VA. 22042 SETTLEMENT AGENT TIN:L7-0604365
PLACE OF SETTLEMENT: ATl TITLE COMPARY X.SBETTLEMENT DATE
ADDRESS: 3190 FAIRVIEV PARK DR, #140 Closing date: 12/07/94
FALLS CHURCH, VA 22062 Proration date: 12/07/9% |
J. SUMMARY OF BORROWER'S TRANSACTION XK. SUMMARY OF SBLLER’S TRANSACTION
100. GROSS AMOUNT DUE FROM BORROWER: 400. GROSS AMOUNT DUE TO SELLER:
101, Contract sales price 118,000.00 _{ 401. Contract sales price 118,000.00_|
102, Persons! property . 402, Perscne! property
103, Setuement charges to borrowertline 1400) 7,143.37 1403,
104, 404.
105, 408,
Adjustments (or items paid by seller in advance: Adjustments for items pald for seller In sdvance:
106, City/town taxes to 406, City/town tazes o
107, County taxes to 407, County tazes to
108, Assessments to 408, Assessments o
109, 409,
110. 410,
11, 4.
12, 412,
120 S AM! UE BORROWER; 125,163.37 420, SS AM! R, 118,000.00
200. AMOUNTS PAID DY OR IN BEHALF OF BORROWER: 500. REDUCTIONS IN AMOUNT DUE TO SELLER:
201. Deposit or eamest money 1,500.00 | 301, Excess deposit(see instructions)
202, Principal smount of new lozn{s) 120,350.00 | 502. Settement charges to sellerline 1400) 9.198.00
203, Existing loan(s) taken subject to $0). Existing loan(s) aken subject to
204, 504. Payofl of first mongage loan RIDLAXD 16,139.77
203, 308, Payoff of seeond mortgege losn
206. 306,
207. . : 501,
208, CLOSING COST CREDIY 500.00 ] 508. CLOSING COSY CREDIT 500.00
209. 309,
Adjustments for items unpaid by seller; Adjustments for items unpaid by seller:
210, City/town tazes f0 310, Ciry/town taxes 0
211, County taxes 07/C1/94 to 12/08/94 740,43 | 11, County taxes 07/01/94 to_12/08/94 T40.43
212, Assessments ) 312, Assessments o
213. 13,
214, S14,
215, 518,
216. 318,
217, 1.
218, sis.
219, 319,
220. TOTAL PAID BY/FOR BORROWER: 123,090.43 $20, TOTAL REDUCTION IN AMOUNT: . 26,578,20
300. CASI! AT SETTLEMENT FROM/TO BORROWER: 600. CASIT AT SETTLEMENT TO/FROM SELLER:
301, Gross amount due (rom borrowen(tine 120 __ |_ __ __ 125,143.37 1601, Gross amouni due to selier(line 420) 118.000.00
302, Less amounts paid by/for borcower(line 220) 123,090,431 602, Less tot! reductions in smount due seller(line $20) 26,578.20
300. CASI X FROM] | T0) BORROWER: 2,052,9¢ |50 CASILIX TOI | FROM} SELLER: 91,421.80

SUBSTITUTE FORM 1059 SELLER STATEMENT-The informzticn contzined in Blocks B,G,11 and | and on tne 403 (or, If line 401 ls asterisked, lines 403 and 404)
Is imporant tax infonmation and is being furithed to the Internal Revenve Service. If you s required to file a retum, & negligence penalty or other sancticn will

be imposed ea you if il item is required 1o be reported and the IRS determines that it has not been

SELLER INSTRUCTION-!! this real estate was your principt! residence, file Form 2119, Sals or Ezchange or Principal Residence, for sny gaia, with your income tax
returm; for other plete the sppli parts of Form 4797, Form 6252 and/or Schedule D (Form 1040),

You zre required by law to provide ATI TITLE COMPANY with your correct taxpayer Kentification ramnber.

If you do not provide ATl TITLE COMPANY with your correct taxpayer identification aumber, you may be subject to civil o etiminal penalties,

Under penaliies of perjury, | centify that the sumber shown on this statement is my correct axpayer Kentification aumb

wte AL The ¢ Sleimgispte tm du $F et Comen

Seller

N301732

K _‘ oL .




- I y g g H
: e ?.’:64('105 L. SETTLEMENT CHASRGBOKRMK(!) for 't it u‘g’;‘:&&‘g‘t}s lgéw;f;l
— FUNDS FUNDS .
|20, TOTAL SALES/DROKER'S COMMISION Based on 3 118,000.000» 5.00 %= 5,900.00 | AT SETTLEMENT AT SETTLEMENT
| Division of Commission (tinc 700) as foltaws:
701. $2,369.00 to0 COLOVELL BANKER « STEVENS
702, $3,540.00 to CENTURY 21, ROMELL & ASSOC.
703, Commission paid at setttement - $,900.00
704,
800, ITEMS PAYABLE IN CONNECTION WITI LOAN.
801 Loan Origination fee 1,00080 % WORVEST KORTGAGE, INC, 1,203.50
802. Loan Discount 2.50000 % NOCRVEST MORVGAGE, IKC. _ 601.75 2,407.00 |
303, Appraisal fee o WILLIAY SCHMIDT +P0C3 300.00
804. Credit Report to_DEL KAR VA -POC3 $5.00
|._806. Mongage Insursnce application fee 0
807 Assumption Fee o
808. Tax Service fee o RORVEST KORVGAGE, INC. 75.00
809. bocument Preparation Fee to KORWEST WORTGAGE, IKC. 295.00
810. VA FUNDING FEE to KORVEST MORTGACE, INC. 2,360.00
811, __:o
812.
$00. ITEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE.
901, Interest from 12/07/94 to M‘M& QS 21,43000  /day 25 deys 535.75
902. Mortgage premium for mo, to
903. Hazard insurance premium for 1 _yrs.to WINHESOTA FIRE 219.00
904. yr. to
503,
1000. RESERVES DEPOSITED WITH LENDER
11001, Hazard Insyrance 2 mo.@$ 18.25 _pef o, 36.50
1002, Mortgage insurance mo.®$ per mo.
100, City property tazes mo.®@$ pet mo,
1004. County property tazes . 2 mo.®$ 139.26 per mo. 278.52
1003, Annual assessments (Maint.) . mo.83 per mo.
1005, : mo.®3 per mo.
1007, mo.®$ pet mo.
1008, mo.®$ per mo,
1100, TITLE CIARGES:
1101, Settlemnent or closing fee to_ATI TITLE COKPARY 200,00
1102, Abstragt o7 tile search to
1103. Title examination to AT] TITLE COMPANY 105.00
1104. Title insurance binder to
1105. Document prepanation DEED o ATI TITLE COMPANY $0.00
1106, Notary fee __ 1o
1107. Actomey's fee to to
(ineludes sbove items No.:
1108. Title insurance )
(inctudes sbove items No.:
1109, Lender's covenge $
1110. Owner's covenge $ .
111, 1o
112, to
1113, Prep and Procure Nto Release 0 ATl TITLE COMPANY 50,00 |
1114, YOP_SEE 1o_ATI TITLE CONPANY 441.00 .
1200. GOVERNMENT RECORDING AND TRANSFER CHARGES
1204. Reconding fees: Deed$ 14,00 Mnp$S 18,00 Rel. $ ' 32.00
1202, City/county at/stsmps: Deed$  59.00 Mng$ 60,20 119.20
1203, State tat/stamps: Deed$ 177.00 Mmg$ 180,60 357.60
1204. Grantor tax to CLERK OF THE COURT 11800 |
120S. Record Relesse(s) to CLERK OF COUR? 13.00 |
1206. Recording of Deed to  CLERK OF TRE COURT ~POCS 14.00
1300. ADDITIONAL SETTLEMENT CHARGES
1301, Suevey to
1302, Pest inspection to REALTY TERMITE & PEST SERVICE 4000 |
1303, Express Mait 10 ATl TITLE COMPANY o~ 15.00
1304. ATTIC CLEANUP ?‘ 77 /)7/,9/ Pl E@%(,, 35.00
1305. 2K _1/2 TAXES ™ mm:t VILLIAN COURTY_ (e ess.ss
1400. TOTA! SFTTI FMENT CHARNES lentared an liney A1, Sortjnn § 20t 807, Se-‘.‘-:a 4] 23422 2.372.8C
CERTIFICATION: I have carefully reviewed the JIUD-1 Setilement Sitement snd to the best of my knowledge and betief, it is a true and securte statement of all
receipts snddish made or by me in this tanszetion. lfammrylhnlhu/nzhmouwn-ls lement Sytement. .
Borrowers Sellers
The HUD-{ Senlement Statement which [ have prepared s a tre and sceount of this tansetion. Thave caused or will esuse the funds ¢o be disbursed tn

) /X/;/i/

WARNING: 21152 Goluece 10 Kinm g 1Y toait 2a1s auaisonmand w urn Uniiics Srand 0 this of aay other similar form, Penaliies upon convictinn cn include a fine and
imprisenment, For details see: Title 18: U.S. Code Section 1001 and Section 1010,

N301733
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A. U.S.DEPARTMENT OF HOUSING AKD L  _DEVELOPMENT ©  L.TYPE OF LOAN
1. CIFHA 2. € JFMHA’ 3. [ JCONV. UNINS.
See HUD attachment(s) for '®! jtems 4. CIVA 5. [ )JCONV. INS,
6. FILE NUMBER: 7. LOAN KUMBER:
95850053
8. MTG. INS. CASE KO.:
C.NOTE:  This form is furnished to give you a statement of actual settlement costs. Amounts paid to and by the settlement agent are shown. ltems marked
("p.0.c.®) were paid outside the closing: tey are shown here for infornation purposes and are not included in the totals.
D. NAME OF BORROWER: Raymond L. Finch, Cherie V.
ADDRESS :
E. NAME OF SELLER: Mork W. Archer, Martha Archer
ADDRESS: 230 Hamilton Avenue, Colonial Heights, VA 23834 SELLER TIN: 230-04-6652
F. NAME OF LENDER: Norwest Mortgage, Inc.
3131 S. Vaughan Vay, #200
ADDRESS: Aurora, CO 80014
G.PROPERTY LOCATION: Lot 27/28, Block 1, RIVESIDE PARK
230 Hamilton Avenue, Colonial Heights, VA 23834
H. SETTLEMENT AGENT: ATl TITLE COMPARY
ADDRESS: 5540 FALKOUTH ST. - SUITE 100 .
RICHMOND, VIRGINIA 23230 SETTLEMENT AGENT TIN: 47-0804365
PLACE OF SETTLEMENT: AT! TITLE COMPANY I.SETTLEMENT DATE
ADDRESS: 5540 FALMOUTH ST. - SUITE 100 Closing date: 06/01/95
RICHMOND, VIRGINIA 23230 Proration date: 06/01/95
J. SUMMARY OF BORROWER'S TRANSACTION K. SUMMARY OF SELLER’S TRANSACTION
100. GROSS AMOUNT DUE FROM BORROWER: 400. GROSS AMOUNT DUE TO SELLER:
101, Contract sales price $2,500.00 | 401. Contract sales price 52,500,00
102, Personal prog 402. Personal property
103, Settlement charpes to borrower(line 1400) 1,271.01 | 403.
104. e 404.
108. 408.
Adjustiments for items pald by seller in advance: Adjustments for items paid for scller in advance:
106. City/town taxes 06/01/95 to 06/30/95 52.40 | 406. City/town tazes 06/01/95 to 06/30/95 52.40
107. County taxes 10 407. County taxes 1o
108. Assessmients to 408. Assessments to
109. 409.
110. 410.
11, 411,
112, . 412,
120. GROSS AMOUNT DUE FROM BORROWER: $3,823.41 420. GROSS AM ' ER: 52,552.40
200. AMOUNTS PAID BY OR IN BEHALF OF BORROWER: 500. REDUCTIONS IN AMOUNT DUE TO SELLER:
201, Deposit or carnest money 200.00 | SO1. Excess deposit(see in ions)
202. Principal of new toan(s) 53,550.00 | 502. Setlement charges to seller(line 1400) 5,192.50
203, Existing ltoan(s) taken subject to 503. Existing loan(s) taken subject to
204. 504. Payoff of first mortgage loan 33,868.73
208, 505. Payofl of sccond montgage loan 3,744 .44
206. Credit for Appraisal & CR 411.00 | 3506. Credit for Appraisal & CR ¥ 411.00 -+
207, - | 507.
208. 508.
209. ' 509.
Adju for items unpaid by seller: Adjustments (or items unpaid by sciler:
210. City/town taxes to 510. City/town taxes 1o
211, County taxes 10 511. County taxes to
212, Ass 0 312, Assessments to '
213. j 513.
214, Si4.
218. 318.
216. - 316,
217, S17.
218, Y 318, <.
219. 519.
220. TOTAL PAID BY/FOR BORROWER: 54,161.00 520. TOTA!L REDUCTION IN AMOUNT: 43,216.67
300, CASIH! AT SETTLEMENT FROM/TO BORROWER: 600, CASH AT SETTLEMENT TO/FROM SELLER:
301. Gross amount due from borrower(line 120) 53,823.41 | 601. Gross amount due to seller(line 420) 52,552.40
302. Less amounts pald by/for horrower(line 220) 54,161.00 G02. Less total reductions in amount due seilertline 520) 43,216.67
303. CASHI [ FROM] [X TO] BORROWER: 337.59 603. CASH [X TO] [ FROM] SELLER: 9.335.73
SUBSTITUTE FORM 1099 SELLER STATEMENT-The infonmation contained in Blocks E,G,H and I and o line 401 (or, if line 40} is asterisked, lines 403 and 404)
is importans tax information snd is being furnished to the | I R Secrvice. If you are required to file a retum, a negligence penalty or other sanction will
nposed on you if this item is required to be rep J and the IRS d ines that it has not been reported.
'7 Qg}.:n INSTRUCTION-If this teal estate was your principal residence, file Form 2119, Sale or Exchange of Principal Residence, for any gain, with your income tax

return; for other transactions, complete the applicable pans of Fonn 4797, Form 6252 andfor Schedule D (Form 1040).

You are required by law to provide ATI TITLE COMPANY with your correet taxpayer identification rumber.

If you do not provide ATI TITLE COMPANY with your correct taxpayer ilentification number, you may he subject to civil or criminal penaliies. N C . C : C 6 9
Under pemalties of petjury, | cestify that the number shown an this statement is my correct taxpayer identification number,



File 95850053 L. SETTLEMENT CHAMBQ(ICM((I) for **¢ { ang BPOA':'?O‘:SEO;?S P?ém‘gg‘
700. TOTAL SALES/BROKER'S COMMISION Dascd on $ 52,500.00®@ 6.00 %= 3,150.00| AT §mFUND=£SMm AT smssmnNT
Division of Comniissiun (line 700) as follows:
701, $1,575.00 to Bowers, Nelms & Fonville
702. $1,575.00 {o_ Woodlend Roper
103. Commission paid at setlement ) 3,150.00
204,
800. ITEMS PAYADLE IN CONNECTION WIT1! LOAN.
801, Loan Origination fee % Horuest Mortgoage, Inc. 535.50-~
802. Loan Discoum % MNorwest Mortgage, Ine. 66.94T
R03. App fee M $350-POC (o Norwest Mortgage, Inc.
804. Creilit Repont +3$61.00-POC to Norwest Mortgage, Imc.
805. Lender's inspection fee to Norwest Mortgaoge, Inc. 50,00-T
806. Morigage Insurance application fee to
807. Assuniption Fee to
808, to
809. VA Funding Fee to Norwest Mortgage, Inc. 1,050.00
310. (0
811, Flood Scarch to Norwest Mortgsge, Inc. 10.00-3
812, to
900. ITEMS REQUIRED BY LENDER TO DE PAID IN ADVANCE.
901, Interest from 10 @3 fday
902. Morigage insurance premium for mo. to
903, Hazard insurance premivm for 1 _yrs.to State farm 278,00
904, yrs, to
90S.
1000. RESERVES DEPOSITED WITII LENDER
1001, §1azard ) 2 no.@$ 23.17 _per mo. 46,341
1002, Mongage insurance mo.@$ per mo.
1003. City property taxes 2 m0.®3 53.13 per mo. 106.26 T
1004. County property taxes mo.@$ per mo.
1005. Annual assessments (Maint.) mo.@$ per mo.
1006. mo.®$ per mo.
1007, mo.@$ per nio.
1008, mo.@3$ per mo,
1100. TITLE CIIARGES:
1101, Setitement or closing fec to
1102. Abstract or title search tv
1103, Tule exantination to AT TITLE COMPARY 175.00-1
1104. Title i binder to
110S. Document g to_Vincent D. Hardy, Esquire 75.00
1106. Notary fee to
1107. Attorney’s fee to to
(includes above items No.:
1108. Title insurance to
(includes above items No.:
1109, Lender's coverge $
1110, Owner's coverage $
1111. TOP/OWHERS 1o ATl TIVLE COMPANY 296. 77T
1112, Over Hight Payoffs to ATl TITLE COMPARY 25.00
111, Obtain & Record Releaso to ATI TITLE COMPANY 25.00
1114, * to
1200. GOVERNMENT RECORDING AND TRANSFER CHARGES
1201, Recording fees: Deed$  14.00 Mng$ 19.00 Rel.$  26.00 33.00 26,00
1202. City/county taz/stamps: Deed $ 2.06 Mng$ 26.80 28.86 24,191
1203. State tax/stanips: Decd$ 78.75 Mng$  80.40 159.15 '
1204. Grantor’s Tax to CLERK OF THE COURT 52.50
1205, [
1206. to
1300. ADDITIONAL SETTLEMENT CHARGES
1301, Survey 0
1302. Pest inspection to Century Termite & Pest Contro 250,00
1303. o
1304, to
1303. 10
1400. TOTAL SETTLEMENT CHARGES (cntered on lines 103, Section ) and 502, Section K) 1,271.01 5,192.50

CERTIFICATION: | have carefully reviewed thie 11UD-1 Seitlement Statement and to the best of my knowledge and belief, it is a true and sccurate statement of all

receipts and disbursements made on my ace!

%‘ﬁm‘[j .z-""r/z;vz./-’-i
o s © Boen

2

or by me in this transaction, | further eenify that 1 have received a copy of HUD-1 Scitlement Statement.

AL (). Aedi

Borrowers Sellers

The HUD-1 Sctilement Statement which | have prepared is a truc and accurate 2ccount of this transaction. 1 have caused or will cause the funds to be disbursed in

743

n:con!anee with this sme;ezl.

(1/: Jag

NOCT1€7

Sctilement Agent Date
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A. S UBFAKIMEN] OF HOUSIKG A AN UEVELUFREN) Bedabis UL Luvemd
. 1o [IFHA 2. [ IFMBA ",3. € JCONV. UNINS,
See o0 sttochment(s) for ‘** ftems - 4 OXIVA 5. f JCONV. .....’
6. FILE NUMBER: 7. LOAN WUMSER:
94830040 1849782
8. MTG. INS. CASE KO.: 688-743
C.NOTE:  This form is fumnished 1o give you a sutement of sctual seitlement costs. Amounts paid to and by the setlement agent are shown. Items marked
(*p.0.c.®) were paid cutside the closing: they are shown here for information purposes and are not included in the tonals.
D. NAMB OF BORROWER: CHRISTOPHER JAMES FRASER, JOANNE A. FRASER
ADDRESS: 3355 HEATHCLIFF COURT, WOODBRIDGE, VA 22192
BE. NAME OF SELLER:
JOANNE A. FRASER
ADDRESS: SELLER TIN:
F. NAME OF LENDER: KORWEST MORTGAGE, -INC.
3130 GOLANSKY SOULEVARD, £101
ADDRESS : WOOOBRIBGE, VIRGINIA 22192
G.PROPERTY LOCATION: Lot 56, ROLLINGWOOD VILLAGE
Sec 5-8
3355 KEATHCLIFF COURT, WOODSRIDGE, VA 22192
H. SBTTLEMENT AGENT: AT] TITLE COMPANY
ADDREBSS: 1890 PRESTON WHITE DRIVE
RESTON, VA. 22091 SETTLEMENT AGEBNT TIN: 47-0604365
PLACE OF SETTLEMENT: ATI TITLE COMPANY I.SBTTLEMENT DATRB
ADDRESS: 3102 GOLANKSY SLWD. SUITE 102 Closing date: 09/02/94
VOCDBRIDGE, VA 22192 Proration date: 09/08/94
J. SUMMARY OF BORROWBR’S TRANSACTION K. SUMMARY OF SELLER’S TRANSACTION
100. GROSS AMOUNT DUE FROM BORROWER: 400. GROSS AMOUNT DUE TO SELLER:
101, Contract sates price 401, Contract sales price
102. Persons! property 402. Personzl property
103. Settlement charges to borrower(tine 1400) 4,210.03 | 403,
104. Payoff GE CAPITAL 101,611.86 404,
105. Lo 408,
. Adjustments for items paid by seller in sdvance: AdJustments for items paid for seller in advance:
; 106. Ciryltown taxes o 406, City/town taxes to
! 107. County taxes to 407. County taxcs to
* J08. Assessments to 408, Assessments to
1109, 409.
'110. 410.
111, 411,
s 112 - 412,
120. GROSS AMQUNT DUE FROM BORROWER; 105,821.89 420. GROSS AMOUNT DUE TO SELLER:
200. AMOUNTS PAID BY OR IN BEHALF OF BORROWER: 500, REDUCTIONS IN AMOUNT DUE TO SELLER:
201. Deposit or eamest money 501, Excess deposil(see instructions)
202. Prineipal amount of new loan(s) 104,550.00 | 502, Sertlement charyes to seller(line 1400)
203. Existing loan(s) tzken subject to 503, Existing toan(s) taken subject to
204. CREDIT PAID BY NMI 1,045.50 | S04, Payoff of first mongage loan
208. 505, Payoff of second mongsge Ioan
206. 506,
207, 507,
208. 508.
209. 509,
Adjustments for items unpaid by seller: Adjustments for ltems unpaid by seller;
210. City/town taxes ] 510. City/town taxes to
211, County taxes to - S11. County taxes to
212. Assessments to 512, Assessments )
213, $13.
214. sS4,
215. 518,
216. $16.
217, 312,
218. 518,
219. 319,
220, TOTAL PAID BY/FOR BORROWER: 105,595.50 520, TOTAL REDUCTION IN AMOUNT:;
300. CASH AT SETTLEMENT FROM/TO BORROWER 600, CASH AT SETTLEMENT TO/FROM SELLER:
301, Gross amount due from borrowertline 120! 105,821.89 | 601. Gross amount due to seller(tine 420)
302, Less amounts paid by/for b line 220) 105,595.50 | 602. Less total reductions in smount due seflerline $20)
FROM TO) BORROWER: 226.39 603, CASH [ _TO} [ FROM] SELLER: 2.00

SUDSTITUTE FORM 1099 SELLER STATEMENT-The information contained in Blocks E.G.H and | and on line 401 (or, if line 401 is asterisked, lines 403 and 404)
is imporant tax information and is beln; furnished tn the Internal Revenue Service. If you are required to file a retum, a negligence penalty or other sanction will

he impased on you if this iiem is required to be reported and the IRS ines (hat it has not been reparted.
SELLER INSTRUCTION-If this ml estate was your principal residence, file Form 2119, Sale or Exchange of Principal Residence, for any gain, with ywr income tax
teturmn; far other the applicable pans of Form 4797, Form 6252 and/for Schedule D (Form 1040). ‘e

You are required by law to pmvm ATI TITLE COMPANY with your correct taxpayer identificstion number.
1f you do not provide AT TITLE COMPANY with your cnrrect taspayer ilentification number, you may he subject to civil of eriminal penaliics.
Under peralties of perjury, I cenify that the number shown on this statement is my correct axpayer identification aumber.

- 744

N302066
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File 94800040 L. SETTLEMI \ CHATIGH? tachnent(s) l.or 00 fremd - .}I&l‘) o?m ' ygémga
700, TOTAL SALES/BROKER'S COMMISION Based on $ @ %= AT s,';,u"-n'_’gs (ENT | AT SELTLEMENT
Division of Commission (line 700) a3 follows:
701. 8
702.8 _fo
703. Commission paid st seatement
704.
300. ITEMS PAYABLE IN CONNECTION WITH LOAN.
801, Lozn Origination (ce 1.00000 % NORWEST MORVGAGE, INC. 1,045.50
802, Lotn Discount % .
803. Appnisal fee to
804. Credit Report o NORWEST KORTGAGE, INC. 15.00
808, Lender's inspection fee o
806. Mongage Insurance spplication fec to
807. Assumption Fee t0
o 0
809. VA FUKDING FEE to NORWEST MORTGAGE, INC. 520.25
810. [¢)
Bll. ]
812, to
900, [TEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE.
- _901. Interest from 09/08/94 0 10/01/96 @3 21,48000  /day 23 days 496,04
902. Mangage insurance premium for mo. to
903, Hazard insurance premium for 1 yrs. to USAA -pocB 374.00
904, yrs. to
908.
1000. RESERVES DEPOSITED WITH LENDER
100%. Hazard Insurance & mo.@$ 31,17 permo. 126.68
1002, Mortgage insurance mo.@S per mo.
1003, Clty property taxes mo.@$ per mo.
1004. County property tixes 5 mo.@$ 157,26 permo. 943.56
100S. Anoual assessments (Maint.) mo.@$ per mo.
1006 mo.@S per mo.
1007. mo.®@S per mo.
Joas, mo.®$ per mo.
1100. TITLE CHARGES:
1101, Settlement or closing fec o
1102, Abstract or title search to
1103, Title examination to ATl TITLE COMPANY 405.00
3104, Title insurance binder o
1103, Document preparation to
1106. Notary fee [
1107. Attormey’s fee tn to
____(inclodes sbove isems No.:
1108. Title insurance ]
(includes sbove items No.:
1109. Lender's coverage s
1110. Owner's covenage S
1111, TOP FEE to AT] TITLE COMPANY 406.80
1112, (]
1113, to
1114, ! 10
1200. GOVERNMENT RECORDING AND TRANSFER CHARGES
1201. Recording fees: Deed$ MngS 2000  Rel.$ POA__ 13.00 33.00
1202. City/county taz/stamps: Deed $ Mnp$  52.30 52.30
1203. State tax/siamps: Deed § Mrg$ 156.90 156.90
1204, ]
1205, Record Relense(s) to_ CLERK OF COURT 13.00
1206, 0
1300. ADDITIONAL SETTLEMENT CHARGES
1301. Survey )
1302, Pest {nspection to
1303. ()
1304. 10
1308, [
1400, TOTAL SETTLEMENT CHARGES ( d on lines 103, Section J 2nd 502, Section K) 4,210.03

CERTIFICATION: 1 have carefully reviewed the HUD-1 Setilement Statement and to the best of my knowledge and belief, it is a 1rue and accurate statement of all
receipts and dishursements made on gy sccount or by me in this transzetion. | furthergenify that | have W ) f HUD-! Settlement Siatement.

I have caused or will cause the funds to be dishursed in
9-2-9¢ _ N302067

WVARNING: [t is a crime tn k ingly make (alsc to the United States an this or any oiler similar form. Penalties upon conviction can include a fine and
imprisanenent, For denails see: Title 18: U.S. Code Section 1001 and Section 1010
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See HUD attachment(s) for ’*/ {tems

A.'  \.S.DEPARTNENT OF HOUSING AND .M DEVELOPMENT

_\ _B.TYPE OF LOAN

1. LIFHA 2. [ JFMHA

3. { JCONV. UNINS.

4. TIVA 5. [ )CONV, INS.
6. FILE NUMBER: 7. LOAN KUMBER:
95850030

8, MTG. INS. CASE NO.:

C.NOTE:

This form is (urnished to give you a statement of actusl setlement costs. Amounts paid to and by the sectiement agent are shown. ltems marked
("p.o.c.”) were paid outside the closing: they are shown here (or information purposes and are not included in the totals.

ADDRESS :

D. NAME OF BORROWER: KUGH E. KCGUIRE, 111, JEANINE G. KCGUIRE

E. NAME OF SELLER: BECKY J. GUIFF

ADDRESS: P. 0. BOX 621. RT.#6, FORK UNIOH, VA. 23055

F. NAME OF LENDER: Noruest Mortgage,lnc.
5540 Folmouth Stredt, Suite
ADDRESS: Richmond, VA 23230

SELLER TIN:

G.PROPERTY LOCATION: ACREAGE WITH IMPROVEMENTS

H. SETTLEMENT AGENT: ATI TITLE COMPANY
ADDRESS : 5540 FALMOUTH ST. - SUITE 100
RICHMOND, VIRGINIA 23230

PLACE OF SETTLEMENT: AT! TITLE CONPANY
ADDRESS : 5540 FALWOUTH ST. = SUITE 100
RICHKOND, VIRGIRIA 23230

SETTLEMENT AGENT TIN: 47-0604365

I.SETTLEMENT DATE
Closing date: 03/29/95
Proration date: 03/29/95

J. SUMMARY OF BORROWER’S TRANSACTION

K. SUMMARY OF SELLER’S TRANSACTION

100. GROSS AMOUNT DUE FROM BORROWER:

400. GROSS AMOUNT DUE TO SELLER:

101. Contract sales price 129,000.00 | 401. Contract sales price 129,000.00
102. Perscnal property - 402, Personz! property
103. Settement charges to borrower(line 1400) 5,001.28 |403.
104, 404.
105. 408.
Adjustments for items paid by scller in advance: Adjustments for items paid for seller in advance:
106. City/town taxes fo 406. City/town taxes to
107. County tazes to 407. County taxes to
108. Assessments t0 408, Assessments _to
109. 409.
110. 410.
111, 411.
112, 412,
120. GROSS AMOUNT DUE FROM BORROWER; 134,001.28 420. GROSS AMOUNT DUE TO SELLER; 129,000.00
200. AMOUNTS PAID BY OR IN BEHALF OF BORROWER: 500. REDUCTIONS IN AMOUNT DUE TO SELLER:
201. Deposit or camest money 500.00 | s01. Excess deposit(see instructions)
202. Principal of new loan(s) 49,000.00 | 502. Serlement charges to seller(line 1400) 7,954.00
203. Esxisting toan(s) taken subject to 503. Existing loan(s) taken subject to
204. Add’| deposit-buyer APPLICATICN FEE REFU 140.00 | 504. PayofT of first mortgage loan
208. 50S. Payofl of second morgage loan
206. 506,
207, 507.
208, 508.
209. 509,
Adjustments for items unpaid by seller: Adjustments for items unpaid by seller:
|210. City/town taxes o 310. City/town taxcs to
211. County taxes 12/31/94 to_03/30/95 163.76 | 511, County taxes 12/31/94 w0 03/30/95 163.76
212, Assessments to 512, Assessments ]
213, 513,
214, 514,
218. 515,
| 216, 516.
217, 517,
218. 318,
219, 319,
220, TOTAL PAID BY/FOR BORROWER: 49,803.76 520. Al 1) ON IN AMOUNT: 8,117.7
300. CASH AT SETTLEMENT FROM/TO BORROWER 600. CASH AT SETTLEMENT TO/FROM SELLER:
301. Gross amount due from bosrower(line 120) 136,001.28 | 601. Gross amount due to seller(line 420) 129,000.00
302, Less amounts paid by/for borrower(tine 220) 49,803.76 | 602, Less toul reductions in amount due seller(line 520) 8,117.76
303. CASH X _TRCM TO] BORROWER: 84,197.52 603. CASH [X TO) { FROM) SELLER: 120,882.2

sanTITUTE FORM 1099 SELLER STATEMENT-Thie information contained in Blocks E,G,H and 1 and on line 401 {or, if line 401 is asterisked, lines 403 and 404)
is imporant tax information and is being fumished to the Intemal Revenue Service. If you are required to file a retum, a negligence penalty or other sanction will
be imposed on you if this item is required to be reported and the IRS determines that it has not becn reported.

SELLER INSTRUCTION-IF this real estate was your principal residence, file Form 2119, Sale or Exchange of Principal
rerumn; for other transactions, complete the applicable parts of Form 4797, Form 6252 and/or Schedule D (Form 1040),

You are required by law to provide ATI TITLE COMPANY with your correct taxpayer identification number.

If you do not provide ATI TITLE COMPANY with your correct axpayer identification number, you may be subject to eivil or criminal penaities

Under penalties of perjury, I cenify that the number shown on this statement is my correct taxpayer identification number,

Seller

746 "

Residence, for any gain, with your income tax

NOO1140
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fFile 95850030 L. SETTLEMENT CH AT Rgattachnent(s) for '*/ ftend Bz'::owg:}s HS\EHI). 5:13?
700. TOTAL SALES/BROKER'S COMMISION Basedon $ 129,000.00® _6.00 %= 7,740.00| AT sFmU'lqll_)gMEN'r AT SFE?"I?EESMENT
Division of Conunission (line 200) as follows:
701. $3,870.00 to MONTAGUE, MILLER & CO.
702. $3,870.00 to  VA. LANDHARK
703, Commission paid a1 scitlement 7,740.00
704,
800. ITEMS PAYADLE IN CONNECTION WITH LOAN.
801. Loan Origination fee 1.00000 % Norwest Mortgase, Inc. 490.00
802, Loan Discount 2.25000 % Norwest Mortgage,inc. 1,102.50
803. Appraisal fec $300/3400 POC  to SUSAN I. MCGINMIS
804. Credit Report $10/850 POC_ to CBS
80S. Lerder's inspection fee 10
806. Morgage Insurance application fec ] to
807. Assumption Fee to
808. Tax Service Fee fo Norwest Mortgage,lnc. 81.00
_809. Document Preparation Fee to MNorwest Mortgage,inc. 195.00
810. to
811. to
812, o
900. ITEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE.
901, Interest from 03/29/95 to 04701795 @3 11,24000  /day 3 days 33,72
902, Mongage i premium for mo. (o
903, Hazard insurance premium for - 1 yrs.to VIRGINIA FARH BUREAU 412.00
904. yrs. to
905.
1000. RESERVES DEPOSITED WITH LENDER
1001. Hazard Insurance 2 mo.@$ 34,33 permo. £8.66
1002. Mortgage i mo.@$ per mo.
1003. City property taxes mo.@3% per mo.
1004. County property taxes 5 mo.@$ 55.86 pet mo, 279.30
1005. Anaual assi (Maint.) nmo.@$ _per mo.
1006. no.@$ per mo.
1007, mo.@$ per mo.
1008, mo.@$ __permo.
1100. TITLE CHARGES: .
1101, Setilemnent or closing fee to ATl TITLE COMPANY 175.00
1102, Abstract of title search to AT1 TITLE COMPANY 175.00
1103. Title examination to
1104. Titte insurance binder to
110S. Document preparati o
1106, Notary fee to
1107. Anorney's fee to to
(includes above items No.:
1108. Title insurance to
(includes above items No.:
1109. Lender's coverage $
1110. Owner’s coverage S
1111, TITLE GPTION PLUS - MODIFIED WITH O to ATI TITLE COMPANY 503.10
1112, )
1113, to
1114, to
1200. COVERNMENT RECORDING AND TRANSFER CIHIARGES
1201, Recording fecs: Deed$ 14,00 Mnmg$ 16.00 Rel. $ 30.00
1202. City/ y tan/stamps: Deed $  64.50 Mng$ 24,50 69.00
1203. State tax/stanins: Deed$  193.50 Mng$ 73.50 267,00
1204. Grentor’s Yax to CLERK OF THE COURT 129.00
1203. to
1206. to
1300, ADDITIONAL SETTLEMENT CIIARGES
1301, Survey to TOM HARDYMAR 1,100.00
1302. Pest inspection to INTRASTATE PEST - 85.00
1303. to
1304, to
1305. to
1400. TOTAL SETTLEMENT CHARGES ( 1 on lines 103, Seetion J and 502, Section K) 5,001.28 7,954.00

CERTIFICATION: 1 have catefully revicwed the 1HUD-1 Settlement Statement and to the best of my knowledge and belief, it is a true and sccurate statement of all
1 of by me in this transaction. ! further certify that 1 have received a copy of HUD-1 Settlement Statement.

maiplr and disbursements made on my &

[

o . ~
W/IM

Dotrowers Sellers

M 3nce \viﬂ} thig-statemefit,

NOOT141

Thp-LUD-1 Seutlement smtfrzm which I have prepared is 2 true and accurate 2ccount of this transaction. 1 have caused or will cause’the funds to be disbursed ia

{ee (). 3N CC‘LA.&,J\ 7&/?0 l9s

Setilement Agent

Date
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OMB No, 2502-0205

A

SETTLEMENT STATEMENT
U.S. DEFARTMENT OF HOUSING AND URSAN DEVELOPMENT

Pag
B. TYPE OF LOAN
. ]rea a2 [ Jrmna 3. [ ] conv.unins.
A, PN va s.| | conv,ins,
6. Flle Number: o on Numbeft
95650087 2008334

uo no"..” ‘l\bl""l‘. E.l' ﬂumBon

72-6~0696813

“(p.o.c.)” wore pi
For dats|

knowingly make lalse siatemonts to the Untad Stetes on thiscr
soe: Title 18U, S. Code Section 1001 end Socticn 1010,

c. NOYE: Thisfarm Is furmishod fo givo you e sialomont of gclua! selilomeni cosls. Amounis pald to and by the soitiomont agont ere shown. llams morked
* ¢ 1d outsida the closing; they ere shown here for Inlormations! purposas end are nol Includsd In the (olals. WARNING: It is & ctimo to
olher simliat form. Pensltles upon conviclion caninclude 8 line and imprisonmant.

PREVIOUS EDITION IS OBSOLETE.

D, NAME OF BORROWER:
ADDAESS:

James Francis Sherry, 11 & Rose Marie G. Sherry
517 Alabama Drive, Herndon, VA 22070

€. NAME OF SELLER:
ADDRESS:

N/A Refil;g:gnce

F. NAME OF LENDER:
ADDRESS:

Q. PROPERTY LGCATION)

'Norwest: Mortgage, Inc.
1801 Reston Parkway, #202
Reston,VA 22090

Lot 142, Section 2, The Downs
517 Alabama Drive, Herndon, VA 22070 .

.

H. SETTLEMENT AGENT:
ADDREES:

PLACE OF BETTLEMENT!

ATI Title Company
3190 Fairview Park Dri\zre, #140

- ATI Title Compa

. & SETTLEMENT DATE:

July 17, 1995
Disbursement Date:

ny
ABDRESS: 3190 Fairview Park Drive, #140 July 21, 1995
L_______EBJMM_ZZQAZ_ S ——
J. SUMMARY OF BORROWER'S TRANSACTION K. SUMMARY OF SELLERN'S TRANSACTION
100. QROSS AMOUNT DUE FROM BORIIOLE'G_. ) 400, GROSS AMOUNT DUE TO SELLER:
101. Conlract satos pilce 401. Contraci sslos price
102. Parsons! propaiy 402, Porsonsal property
103. Setllamsnt charges to borrower (Ine 1400) 4,149.97 403 o
104. st 158,305.89 | 404,
105. Payoff Herndon R E Tax-1st % 222.93 | 40s.
Adjustments for llems psid by selier in edvanco Adjustments for ltems pald by seller In advance
1068, Cliyfiown laxos to 408, Cliyllown Isxes to
107, County laxes . to 407. County laxes o
108, Assessmenis to 408, Asssssmonts o
109, | 400.
110, 410,
111, 411,
12, 412, .
120. GROSS AMOUNT DUE FROM BORAOWER 162 . 658,75 420. GROSS AMOUNT DUE TO SELLER
200, AMOUNTS PAID BY OR IN BEHALF OF BORROWER: 500. REDUCTIONS IN AMOUNY DUE TO SELLER:
201, Deposil or sarnast menoay 501, Excass dopost (soo lnstruclions)
202, Piincipal smount of new Igan{s) 162,250.00 | 502. Setlloment charges to seller {ine 1400)
203, Existing loan(s) taken subjsct lo 503, Exisling tosn(s) laken subject o
204, [T Payoll of lirst mortgage fogn
208, 505. Payoll cf second morgags 1oan
208, £05.
207, 507.
208, 508.
209. : 509, ;
Adjustments for ltems unpald by seller AdJusiments for items unpald by seller
210, Cliylown laxas 1) SIOT:TIVMM toxes to
211, County taxas to 511. Counly taxes lo
212, Assessments o 6512, Assessmenis to
213, 513.
214, [1B
218, 515,
216, 5186,
217, 517, -
218, . 518.
219, 519,
220. TOTAL PAID BY/FON BORNOWER 162,20U0.WW0 520, TOTAL REDUCTIONS AMOUNT DUE SELLER
300. CASH AT SETTLEMENT FNOM/TO BORROWER 600. CASH AT SETTLEMENT TO/FROM SELLER
301, Gross amoun! dus lrom borcowar (ne 120) 162 "801.Giross amaunt Gus 1o selor {ie 420] l
302, Loss amounts pald byllot borrowsr fine 220) | ( 162, % 502. Loss toductions In smouni due selior Rae 520) | T
303, casn ¢ #nosy (O vo) sonrowen 408.75 | e0a. casw (L] rrom) (O3 vo) seLLen

Thls form provided by CHICAGO TITLE INSURANCE COMPANY

748

ee——
[
MIrAIm

'N201798



‘I . SETTLEMENT CIIANGES

700. YOTAL SALES/DROKEN'S COMMISSION based on price $ [ % PAID FNOM PAID FAOM
Divislon ol commission (fine 700) as loflows: BORROWER'S SELLEN'S
701, $ to FUNDS AT FUNDS AT
702. § to SETTLEMENT SETTLEMEN'
703. Commissien pald ai Selilement (Money retained by broker zppiied lo commisslon $
104,
| 800, ITEMS PAYABLE IN CONNECTION WITH LOAN
801, Loan Oilginailon Fea 1 o tO Norwest 1022.50 7 40Z.50 POC 1,220.00
802. LoanDlscount  .123 -% to Norwest 202,81
803. Appraisal Feo to !
804, Crodll Roport o DEL MAR VA 15.75
805. Lendar's Inspecilan Foo
808. Morlgage Insurance Appiicaticn Feo to
807. Assumptlon Fee
808. VA FUNDING FEE B11.25
809,
810,
Bit.
900, ITEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE
901, tnierasifrom /7721799 1 B/1/90 @s$33.34 Iday Job. /4
$02. Mortgago Insurence Premium lor months to
803. Hazard Insurance Premium los L yesrsto USAA 395.00 POC
S04, years lo
80S.
1600. RESERVES DEPOSITED WITH LENDER
1001. Hazsrd Insurance Y monh@$ 32.83 per month 98.49 . ...«
- 1 1602, Morigage Insurence month® $ par month !
1003. Clly propetly taxes 3 monh@$ 37.16 per monih . 111.48 |r. k)
1004. Ceunly propestytexes 3 month @ $134,85 per month 404.55 | ;
1005. Annual assessmonts month @ $ par month X
1008, month @ $ par month i.
1002, month @ $ par month tL
1008, month@® $ par month (TR N .
1100, TIILE CHARGES
1101, Selitemant or closing fos to
1102. Absirect or tlils search lo
1103. Tlile examinaticn o ALl Title Company 27300
1104. Tiits Insurence bindor fo
1105, Documan! preparailon . o
1108. Notary [eos o
1107, Aftorney's (ees to )
{incluges sbove llems numbers; ﬁ' & -‘!ﬁqj-_ﬁ",;é: P s
1108, Tlile lnsurence - to
(includos above llams numbers; ALHERI LA
1109. Lender'’s covarage $ s
1110. Ownet's coverege $
1111, ee  to ATI Title Company
1112

113, Prep and Procure Mtg Release to ATI Title Company

1200. GOVENNMENT RECOADING AND TRANSFER CHARGES

1201, Recording loos: Deod $ tMorigape $ 17,00 :Reloase $

1202. Cliy/county tax/sismps: Dood $ 1Merlgage 8 2.85

1203, Stato lax/stamps: Dosd § :Mortgage $  B8.5%
1204.

1205.Record Release to Clerk of Court

1300. ADDITIONAL SETTLEAIENT CHARGES

1301, Survey fo

1302. Past Inspaciion to
1303.

1304, .

1305.
1306.

1307,

1400. TOTAL SETTLEMENT CHANGES {cnier on lines 103, Secil

Jand 502, Section K)

4,129.97

snd disbursoments made cn my aecount In [hls transg

I hava caralully reviewod tho HUD-1 Selllomont Sistament snd ta tha best of my knowledge and bolial, Il Is & lrus end accurata siatement ol afl recel;
o her cerilfy thal | have tecelved a copy ol the HUD-1 Seltismont Stelamont,

—

have boan or witl ba disbursed byu'e undersigned as part of he setlomant of thls ransactlon,

- S Y,

749%/7-95

fve prepared Is & liue and sccurate sccouni of the lunds which were recelved 5

N201799

Sollemant Agent Dato
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10 UIFHA 2, [ JFKHA S. [ JCONV. UWINS.

See HUG ottachment(s) for /** {tems 4. [XIVA__ 5, [ jcOMV. INS.

- 6. FILE RUNBER: 7. LOAN NUMSER:
94850104 1902686

EXHIBIT

8. MIG. INS. CASE NO.: VA #72-6 0690512

C.NOTB:  Tuis form is furnished to give you a statement of scrual serlement costs. Amounts paid to and by the setement agent are shown, liems marked
(*p.0.c.*) were paid outside the closing: they are shown here for information purposes and are not included In the totals,

D. NAME OF BORROWER: THOMAS F. SHIELDS

ADDRESS :
. B. HAME OF SELLER: KATHLEEN CANPBELL
: ADDRESS: 1104 S, TRAVIS, SHERMAN, VEXAS 75090 ’ SELLER TIN:
‘P, WO OF LmiTon: hemas? NIRTAALT, NG
3190 FAIRVIEW PARK CRIVE, #120
ADDRESS: FALLS CHURCH, VIRGINIA 22042
G.PROPERTY LOCATION: Lot 38A, SINGING PINKES
4026 VALTERS COURT, FAIRFAX, VIRGINIA 22030
H. SETTLEMENT AGENT: AT! TITLE CONPANY
ADDRESS: 3190 FAIRVIEW PARK OR, #140
FALLS CHURCH, VA. 22042 SETTLEMENT AGENT TIN: 47-040436%
PLACE OF SETTLEMENT: AT! TITLE COMPANY I.SETTLEMENT DATE
ADDRRESS: 3190 FAIRVIEW PARK DR, M140 Closing date: 11/22/94%
FALLS CHURCH, VA 22042 Proration date: 11/22/94
J. SUMMARY OF BORROWER’S TRANSACTION K. SUMMARY OF SELLER’'S TRANSACTION
100. GROSS AMOUNT DUE FROM BORROWER: 400. GROSS AMOUNT DUE TO SELLER:
101. Contract sates price 133,000.00 | 401, Contract sales price 133,000.00
102. Perzons! property 402. Persomal Tty
103. Scttlement chasges to botrower(tine 1400) 3,209.75 |403,
104, Payoff HOUSEHOLO 2,000.00 L04,
108, i~ 405.
Adjustments for items paid by seiler in advance: Adjustments for items paid for seller in advance:
| 106. City/town taxes 0 406, City/town tazes ]
102, County taxes fo 407, County tazes o -
108. Assessments to 408. Assessments 0]
109. 409.
110, ) 410,
111, 411,
112, 412,
120, GROSS AMQUNT DUE FROM BORROWER; 138,209.75 420, GROSS AMOUNT DUE TO SELLER: 133,000.00
200. AMOUNTS PAID BY OR IN DEHALF OF BORROWER: $500. REDUCTIONS IN AMOUNT DUE TO SELLER:
201. Deposit or eamest money 1,000.00 | SO1. Excess deposit(see instruetions)
202, Principal amount of new lozn(s) 133,000.00 | 502. Senlement charges to seller(line 1400) 9,684 .00
203, Esisting loants) taken subject to $03. Esisting loan(s) taken subject to
1204, S04. Payoff of first mongage losn KETMOR 37,450.56
208, 30S. Payoff of second morigage losn APPLE FED. 7,115.36
 206. S06. See BUD attach 921.83°
207 307,
208. 26D _NOTE 2,000.00 | 508, 210 NOTE 2,000.00
209, 509,
Adjustments for items unpaid by selter: Adjustments for items unpaid by seller:
210, City/town tazes 07/01/94 to 11/22/9% 503,72 | $10. City/own tazes 07/01/94 to 11722794 $03.72
211, County taxes ) 311 County tuzes w0 ]
212, Assessments to 312, Assessments to
213, 1.
214, 514,
218. 1S,
216, 516.
217. 517,
218. Closing cost credit 2,600.00 |318, Closing cost eredit 2,600,00
219. 519.
220, TOTAL PAID BY/FOR BORROWER: _A39,08.72 $20. TOT! UCTION IN UNT: £0,275.47
300. CASH AT SETTLEMENT FROM/TO BORROWER: 600. CASH AT SETTLEMENT TO/FROM SELLER:
301, Gross amount due from borrower(line 120) 138,209.75 | 601. Gross smount due to sellerline 420) 133,000,060
302. Less amounts paid byifor borrowertline 220) 139,103.72 | 602. Less tota! reductions in smount due setterine 520) 60,275.47
303. CASH | _FROM) [x TO) BORROWER: svs.o7 |03 CASHIX TO) | _FROM] SELLER: 72,724.,53

SUDSTITUTE FORM 1099 SELLER STATEMENT-The information contained In Blocks E,G,H 2nd 1 3nd on line 401 (or, If line 401 is asterisked, lines 403 and 404)
is imporunt tax infarmation and is being fumnished to the Intermal Revenue Service, If you are required to file a rerum, a negligence penalty or other sancticn will

be impoted on you If this item is required to be ref and the IRS ¢ ines that it has not been reported.
SELLER INSTRUCTION-If tiis ml e3tate was your principal residence, fle Form 2119, Sale or Exchange of Principal Residence, for any galn, with your Income ax
tetsm; for other the apy pans of Form 4797, Forrn 6252 and/or Scheduls D (Form 1040).

You are required by law to rmwide AT! TITLE COMPANY with your corect taspayer identificstion sumber.
11 you do not provide ATI TITLE COMPANY with your correct taxpayer Kentifieation number, you may be subject to civil or crimins] pemlties.
Undes penalties of perjury, 1 cenify that the rumber shown on this statement is my correct axpayer Kentificstion cumber,

Seier ' 50 : N301505




o » 2]
e Sigs0a0e L. SETTLEMENT CHATGEES: enmmntis) for == inend o0 ens iy
[ 700. TOTAL SALES/DROKER'S COMMISION Basedon$ 133,000,000 6.00 %= 7,980.00] AT mmuoesmm AT MFUNDS ent_ |
Division of Commission (line 700) as follows:
101, £3,990.00 to_WEICKERT REALTORS
|_702..33,990.00 _to_VEICHERT REALTORS
703, Commission paid at setilement 7,980.00
704.
£00. ITEMS PAYADLE IN CONNECTION WITH LOAN.
801. Lozn Origination fee 0.75000 % KORWEST MORIGAGE, INC. 997.50
_802. Loan Discours _ 3
803. Appraisal fee to KORVEST KORTGAGE, INC. -pOCR_300.00
804. Credit Report to_RORVESY MORTGAGE, INMC. -POC8 55.00
803. Lender's inspeetion (ee to
806, Mongage Insrance spplication fee _ o
R07. Assumption Fee [%:]
808. Tex Service Fee o KORWEST MORTGAGE, INC. 75.00
809. Document Preparation Fee to KORVEST MORTGAGE, 1IRC. 295.00
810. to
811, to
812. to
900. ITEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE.
901, Interest from 11722794 0 12/01/94 @3 32.79000 __/day 9 days 295.11
902. Mongage insurance premium for mo. 1o
903. Hazard insunance premium for 1_ym. o KERRIMACK -POC8_200.00
904, yr3. to
90S.
1000, RESERVES DEPOSITED WITH LENDER
1001, Hazard lnsurance 2 mo.®$ 16.67 per mo, . 33.34
1002. Mongage insurance mo.®$ per mo.
1003. City property taxes 1 mo.®$ 106,40 _per mo. 106.40
1004, County property taxes .08 per mo.
1005, Annual assessments (Maint.) mo.@$ pet mo.
1005, mo.@3 per mo.
1007. mo.®$ pet mo.
1008. mo.®$ per mo.
1100. TITLE CHARGES:
1101, Settlement or closing fee to AT] TITLE COMPANY 200,00
1102. Abstract of title search to
1103. Title examinsiion to ATl TITLE COKPANY 99.00
1104. Title insurance binder (]
1105, Document preparation DEED/PCA _ to AT! TITLE COMPARY 75.00 |
1106, Notary (ce (]
1107. Attorney’s fee to ©
(inctudes above items No.:
1108. Tite insurance to
(includes sbove items No.:
1109. Lender's coverage s
1110. Owner's coversge S
1111 to
1112. Oisbursement of Bills 10 ATI TITLE COMPANY 20.60
1113 Prep snd Procure Hto Relesse to_ATI_TITLE CONPANY 16000 |
1114, Y0P Fee to AT! TITLE COMPANY 476.00
1200. GOVERNRMENT RECORDING AND TRANSFER CHARGES
1201, Recording fees: Deed$  14.00 Mng$ 18,00 Rel. $ 32,00
1202, City/county tax/stamps: Deed$ 568,50 Mng$ _ 66.50 133.00
1203. State tax/stammps: Deed$  199.50 Mrg$ 199.50 399.00
1204, Grantor tax to CLERX OF THE COURT - 133,00
120S. Record Release(s) to CLERK OF COURT ) 26.00
1206. to
1300. ADDITIONAL SETTLEMENT CI{ARGES *
1201, Survey _ -
1302. Pest inspection to_TRIPLE ws* 750,00
1303. Express Mail AIRBORKE to ATl YITLE COMPANY . 30.00
1304. to
1305. 2KD 1/2 TAXES to CITY OF FAIRFAX §38.40
1400. TOTAL SFTTT FMENT PHARAES (sntersd an linas (01 Comting and $03, Sasting ¥) RS o ass on

CERTIFICATION: | have carelully reviewed the HUD-1 Scttlemnent Statement and (o the best of my knowledge and belief, it is a tnie and sccurnte statement of all

seeeipts and dishursgments ccount in this transsetion. | further certlfy that { have received a copy of W! Settles
T

Bortowers Selters
The :‘ll:lb-l Setllement which | have prepared is a true and accurste account of thls trnsaction. | have csused or will czuse the funds to be disbursed in
sccordance w) e
%/%‘ Y /4
Scutelnent Agent Dwe / / d

WARNING: 11 Is 8 cr11ne 10 knowingly Rinhe 1a1Se Seicumiiis (U s Sinw wiaws st tuus e any Other similar farm, Penattles upan canvietion can include a fine and
imprisonment. For deuils see: Tile 18: U.S. Code Scction 1001 and Section 1010,

L mey ... . N301507



HUD-1 Settlement Statement Attachment, Page 1
File Number...: 94650104

Buyer(s)...... : THOMAS F. SHIELDS
Seller(s).....: KATHLEEN CAMPBELL
Lender........: NORWEST MORTGAGE, INC. Loan Number: 1902686

Continued From HUD Form Page 1

Borrower's Adjustments Seller’s Adjustments
PAID BY OR IN BEHALF OF BORROWER REDUCTIONS IN AMOUNT DUE TO SELLER
-206- -506-
BRADY'S HOME REPAIR
Seller amount 475.00
AMERICAN ELECTIC SERV
Seller amount 77.12
BRADYS HOME REPAIR
Seller amount . 175.00
NELSON ELECTRIC SERV -
Seller amount 156.00
VIRGINIA POWER
Seller amount 17.08
CITY OF FAIRFAX
Seller amount 21.63
Total for HUD line 506: = 921.83

5% - ngo1s06



)

. L Ve
“A« " ° U.S.DEPARTMENT OF HOUSIG AND(  N_OEVELOPMENY { _B.TYPE OF LOAN
N 1. CIFHA 2. [ JFMHA 3. [ JCONV. UNINS.,
See HUD attachment(s) for '*¢ [tems 4. [ IVA S. [ JCONV. INS.
6. FILE NUMBER: 7. LOAN NUNMBER:
95850092
8. MTG. INS. CASE KO,:
C.NOTE: This form is fumished to give you a statement of actual settlement costs. Amounts paid to and by the setilement agent are shown. ltems marked
(°p.0.c.”) were paid outside the closing: they are shown here for information purposes and are not included in the twonls,
D. NAME OF BORROWER: Danfel Louis Wahlmeier, Shelly Jean Wahlmeier
ADDRESS: 2326 Harpoon Ct., Richmond, VA 23294
E. NAME OF SELLER: Willard Bruce Clarke, Rebecca S. Clarke
wee
ADDRESS: Rt & box 3775, Mineral, VA 23117 SELLER TIN: 226-90-9859
F. NAME OF LENDER: Norwest Mortgage, Inc.
ADDRESS :
G.PROPERTY LOCATION: 083838 Pg 171 tax map 4242, 5.88 ac and all imprvants
Route & Box 3775, Mineral, VA 23117
H. SETTLEMENT AGENT: ATl TITLE COMPANY
ADDRESS: 5540 FALMOUTH ST. - SUITE 100
RICHXOND, VIRGINIA 23230 SETTLEMENT AGENT TIN: 47-0604365
PLACE OF SETTLEMENT: ATI TITLE CONPANY I.SETTLEMENT DATE
ADDRESS: 5540 FALMOUTH ST. - SUITE 100 Closing date: 06/30/95
RICHNOND, VIRGINIA 23230 Proration date: 06/30/95
J. SUMMARY OF BORROWER’S TRANSACTION K. SUMMARY OF SELLER’S TRANSACTION
100. GROSS AMOUNT DUE FROM BORROWER: 400. GROSS AMOUNT DUE TO SELLER: _
|10}, Contrzct sales price 75,000.00 | 401, Contract ssles price 75,000.00
102, Personal property . 402. Personal Tty
103. Setilement charges to borrower(line 1400) 3,926.35 ] 403,
104. 404,
105, 405.
Adjustments for items paid by seller in advance: Adjustmenss for items paid for seller in advance:
106. City/town tazes 1o 406. City/town taxes t
107. County taxes 0 407. County taxes 10
108. Assessments [ 408. Assessments [
109. 409.
110. 410.
111, 411,
112, 412,
120. GROSS AMOUNT DUE FROM BORROWER; 78,926.35 420. GROSS AMOUNT DUE TO SELLER: 75,000.00
200. AMOUNTS PAID BY OR IN BEHALF O} OF BORRO\VCR 500. REDUCTIONS IN AMOUNT DUE TO SELLER:
201. Deposit or earnest money 500.00 | 501. Excess deposit(see instructions)
202. Principal amount of new loan(s) 74,781.00 | 502. Seutement charges to selle(tine 1400) 5,445.00
203. Existing tuan(s) taken subject to 503, Existing loan(s) taken subject to
204. 304. Payoff of first mongage loan 42,217.63
208. 303, Payoff of second mongage loan 8,711,783 |
206. Refund on Appraisal 30.25 | 506. 1
207. NN1 Credit 731.36 | 507,
208. 508.
209. ! 509,
Adjustmesits for items unpaid by seller: Adju for items unpaid by seller:
210, City/town taxes to 510, City/town taxes to
1211, County taxes 01/01/95 to 06/30/95 157.81 | 511, County taxes 01/01/95 to 06/30/95 157,81
212, Assessments to 512, Assessments : 10
213, 513,
214, 514,
218. 318.
216. 316,
217, 517,
218, S18.
219. 2.
220. TOTAL PAID BY/FOR BORROWER; 76,200.42 520. TOTAL REDUCTION IN AMOUNT: 56,532.17
300. CASH AT SETTLEMENT FROM/TO BORROWER: 600. CASH AT SETTLEMENT TO/FROM SELLER:
301, Cross amount due from borrower(line 120) 78,926.35 | 601. Gross amount due to seller(line 420) 75,000.00
302. Less amounts paid by/for borrower(line 220) 76,200.42 | 602. Less total reductions in amount due seiler(line 520) Sé,SSZ.lL
303. CASHI [X_FROM] [ _TO} BORROWER: 2,725.93 603. CASH [x_TO] FROM) SELLER: 18,467.83
SUBSTITUTE FORM 1099 SELLER STATEMENT-The mformauon conuined in Blocks E,G,H 2nd I 2nd on line 401 (or, if line 401 is asterisked, lines 403 and 404)
is imponant tax information and is being fumnished to the 1 Service. If you are required to file a retum, a negligence penalty or other sanction will

be intposed an you if this item is required to be repored and the IRS determines that it has not been reported,
SELLER INSTRUCTION-I( this real estate was your principal residence, file Form 2119, Sale or Exchange of Principal Residence, for any gain, with your income ax
retarn; for other transactions, complete the applicable pans of Form 4797, Form 6252 and/or Schedule D (Form 1040).

You are required by law to provide ATT TITLE COMPANY with your correet taxpayer identification number.
If you do not provide ATI TITLE COMPANY with your correct taxpayer identification number, you may be subject to civil or criminal penalties.
Under penaliies of perjury, I cenify that the number shown on this statement is m‘igﬂmyﬂ identification number. N 0 D 2 52 {

-~ e

Seller



" s C
Fite 95850092 " L. SETTLIEMENT CHARGIR? techment(s) for 0 ) coms nz.;lgolzsgxs "’s‘é‘,’fé‘,?-;'
700. TOTAL SALES/BROKER'S COMMISION Based on $ 75,000.00® 6.00 %= 4,500.00| AT &gm AT Stl:'vl'!r“l?llsMENT
Division of Commission (line 700) as follows:
J01. $4,500.00 to_Cent.21-Mid VA Properties
|_702. 8 {0
| _703. Commission paid a1 settlement 4,500.00
704,
800. ITEMS PAYABLE IN CONNECTION WITH LOAN.
801. Loan Origination fee % _Norwest Mortgage, Inc, 731.36
£02. Loan DBiscount %
803. Appraisal fee $319.75-3350/P0 _ to Noruest Mortgage, Inc.
804. Credit Report $50.00/POC  t0 Norwest Mortgage, Inc.
805. Lender's inspection fee to
806. Mortgage | application fee to
807. As: ion Fee o "
808. 10
309. fo_
810. [{]
811, - to
812, to
900. ITEMS REQUIRED DY LENDER TO BE PAID IN ADVANCE.
901. Intesest from 06/30/95 to 07/01/95 @S 13.06000  /day 1 day 13.06
902. Mongage insurance premium (or 12_mo. to Dept. of HUD 1,645.56
903. Hazard insurance premium for 1 yrs.to Cigna 289.00
904, yrs. (o
90S.
1000. RESERVES DEPOSITED WITH LENDER
1001. Hazand Insurance 2 mo.@$ 24,08 per mo. 48.16
| 1002. Morgage insurance mo.®$ per mo.
1003, City property taxes mo.@% per mo.
1004. County property taxes 8 mo.@% 26.87 per mo. 213.36
100S. Annual assessments (Maint.) mo.@3 per mo.
1006. mo.@$ per mo.
1007. mo.@3 per mo.
1008. mo.@$ permo.
1100. TITLE CHARGES:
1101, Sctifewent or closing fee t0 ATl TITLE COMPANY 175.00
1102, Abstract or title search 1o ATI TITLE COMPANY 125.00
1103. Titlc examination 0
| 1104, Titte insurance binder to_
110S. Docurnent preparati to
1106. Notary fee to
1107. Aucmney's fee to to_R. Don Short, Esquire 225.00
(includes above items No.:
1108. Title insurance 7]
(includes above items No.:
1109. Lerder's coverage $
1110, Owner’s coverage $
1111. Top Report w/Owners _lo AT! TITLE CONPANY 353.25
1112, Oeliver two Payoffs to R. Don Shert, Esquire 19.00
1113. L [
1114, to
1200. GOVERNMENT RECORDING AND TRANSFER CHARGES
{_1201. Recording fees: Deed $ 14,00 Mnp$ 19.C0 Rel.$ _ 26.00 33.00 26.00
1202, City/county taz/sizmps: Deed$  37.50 Mag$  37.40 74.90
1203, State tax/stamps: Deed$ 112.50 Mng$ 112.20 224.70 N
1204. Grantor’s Tox toCLERK OF TiE COURY 75.00
1205. o
1206. to
1300. ADD!TIONM. SE!'I'LEMENT CHARGES
1301, Survey o |
| 1302. Pest inspecti __to_Perma Treat - Uell & Seotic ] 4nn an
1303. 0
1304. o
1305. 0
1400. TOTAL SETTLEMENT CHARGES (entered on lines 103, Secction J and 502, Section K) 3,926.35 5,445.00

CERTIFICATION: I have carcfully reviewed the HUD-1 Sctilement Statement and to the best of my knowledge and belicf, it is 3 tnee and accurate sistement of ail

receipts and disbursements made on my account or by me in this transaction. 1 further centify that I have

Dowsg) \W

ol Llchlmeler

s; Sellers
The HUD-{ ement Statement which 1 have prepared is a tn'

7

nt of this transaction. 1 have caused or will cause the runds to be disbursed in

5% /solox

sccordance with this mﬁmn!
Seulement Agent
WARNING: It is a crime tn knowingly make false smemms lo llle Unued Sme: en this or any other

lmmnsirnnmiant Tae decalle cane Tide 0. TV A Ao, moaed

Date

NCC2827

similar form. Penalties upan conviction can include a fine and
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M, James Lyos
Toly 15, 1992
Page2

. Norwest would comply with tho coutrollad business dlsclosures required snder
RESPA with regard 10 ths morgagee o neurancs poficles,

Under Section 225.22(a) of Regalation Y & bank olding compeny is allowed to
proceed with & servising activily without sobmitting an spplication o notification to
mFﬁ?deM&hbWMGNW
Reserve Sy

* 1 would appreciato it if yor would review this lettec and advise mo of your '
concugrence with the opinioss eontalned herein. Thank you for yoar assistance in
ﬂm- . .. o

Youx truly,

B
Counsal

m)m



Interrogatory 1. Please state whether the document attached to these Interrogatories as

Exhibit 1 is a complete and accurate copy of correspondence addressed to Mr. James Lyon,
Vice President, Federal Reserve Bank of Minneapolis, from Emily E. Haddad, Counsel,

Norwest Corporation and, if it is not, please state in what respects the document is
incomplete or inaccurate.

ANSWER:

The document attached to Complainant’s Interrogatories as Exhibit 1 is a complete
and accurate copy of the correspondence.
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TO NV FAlCY

r/ 4 uv/zéé- | ‘ AT *' '
£ /L/ /w///(.z: Y/ “"‘7"( Inter-Office

: Memo
2
— _
FERH X ' - /f; o
Bt monrgaca LIRS
88399
838 . . .
Daté: June 2,1894
To: Pat Kurt
From: Géry Fezker g2

Subject: Reserve for losses on the ATI Title Option Plus product

Below is a summary of my findings on establishing an eppropriate reserve for title
insurance losses associated with ATI's Title Option Plus (TOP) preduct My research
was primarily confined to discussicns with Kurt Pahl, C.P.A. and a consultant to the it
industry, and review of materizl provided to me by Mr. Pahl. If you would like 10 review

the articles and data supplied to me by Mr. Pzhl on the industry or any specific title
insurerTplease let me know.

Industry Data

Plezsa refer to page 3 for spesilic information on industry averages for litle insurznce
loss reserves and title insurznce paid losses, as calculzled by S&P and LACE. Most
states have statutory resarve reguirements for title insurence companies which are
determined basad cn formulzs eand which are typiczlly a function cf premu.ne rehar
than a reflection of loss experiences. As a result, S&P prefers to lcok gt GAAP
infermation when analyzing reserve adequacy. As @ key maasure, SAP telicves that
a2n adequate loss resarve sheuld te fzll between 4 to S times average paid lessas
(using a five-year average fer annuzl paid losses), althcugh the indusiry's numbers
vary between spproximetely 2 to 6 limes averzage paid losses.

As you can see on pzge three, S&P's calculztes the indusiry’s five yezr averzge lcss
rctio at 9.4% of operating revenues. LACE brzkes its rating into peer groups bzsad
on zsset size. For the largest compznies, trended claims over the lgst five years
averaged 9.6% of current premiums earned; lrended claims for the mecium sized
companies averaged 10% of current premiums; and rended claims for the smail
companies averaged 6.7% of current premiums.

Lcss resarves for the two of the largast title insurance providers, Chiczsgo Tiile and Ol
Republic, were approximately € times average paid losses, or about 40% of curreat
operating income. Actuzl trended claims averaged 8.2% and 6.4% of premiums
earned for Chicago Title end Old Republic, respectively. p5



T84 1T.01 IR FAL RLLS ACSIC 1O Ad L LAl s,
%J o‘g 4 /M'(’7
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Factors Influencing Loss Claims Experience for the TOP Product

1. Geographic coverage and gusiomer base: ATl intends to have broad geographic
coverage throughout the gountry which will include almost all market segments.
This broad geographic coverzge should reduce the risk essociated with a mere
limited regional roilout. /In additicn, lossas should be reduced by the fact that ATI
will not issue the alternate product for new construction or condominiums. Overall,
ATI should experience below average losses associated this varizble.

2. Channels of distribution: ATI will not have any agents issuing policies or guaranleas

for them. As aresult, ATl shculd experienca below average losses associalas wiih
this variable.

3. Outstzncing book of policies: Cempanies which have been in this business for
years have greater risk beczuse cf potential loss develcpment frem its existing Scck
of outstanding policies. Sinca ATl does not have an outstanding book of policies
yet, overall loss experience in the short term should be below average.

4. Growth: ATIwill be in a grevah mode during the next few years. Its oulsiancing

book ¢ of pclicies will be incrazsing very rapidly. Beczause of the rzpid grewih
expected ATl could have an above average loss experience rate on this item.

Recommendastion

As & title insurance agency, ATl has done a2 gocd job in avoiding efrers enc cmissions
during their title sazrches, as evidenced by a very low clzims rate. ATl's siralagy fer
excluding use of the Title Opticn Plus preduct in high risk market segments such es
new ccnstruction and condemiriums should produce a below averace loss exzerience.

| believe we could project ATI's cizims payout to be 2% to 3% of premiums ezrnes
during the first few yezrs of ogerziicn (2 feal only the smaller title insurance camganies
could manzge). Although S&P ccnsicders a reserve of 8% to 12% of projecis< pramium
income to be within the safe zare, this does not consider the impac: of the fe=s &£ /v e
influencing factors. If we take into consideration these factors, this eppeszrs to tﬂ an
overly conservative numter to use. | recommend establishing a reserve of $3. We

should re-avaluzte after the firs: yezr of aperations and zdjust accarsingly. Ple s let
me knecw what you think.
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Title Insurance Loss Rescrve/Claim Eapense

LACE I S&P |
Average Ticnded
Claiins as a % % of Total % of Total
of Premiumns Operating 3 Yr. Avesage Operating Loss Reserve/
Earned Loss Reserve Revenue Paid Losses Revenue Paid loss ratio
Old Republic National Title 6.4% $169,750,000 40.3% 327,827,869 6.7% 6.1x
Chicago Title (MO) 8.2% $512,452,000 38.1% 331,341,587 6.0% 6.3 x
Stewart Title Guasanty (TX) 5.6% N/A N/A NA NA N/A
Conunonwealth Land Title (PA 1.7% . NA N/A N/A N/A N/A
Ticor Tile Insusance Co (CA) 13.5% N/A NA NA - NIA N/A
Indusiry Loss ratio (3 ycar aver 9.6% Lasge (Asscts > $100 M) 9.4% Al Companics
10.0%  Medium (SI00M > Assots > 325M)
6.7%  Swmall (Asssct < $25M)
-6
d
V v )
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Interrogatory S. Please state whether the document attached to these Interrogatories as
Exhibit 3 is, with the exception of (a) the handwritten notation and initial and date stamp at
the top of page 1 of the document, (b) the handwritten notation at the top of page 2, and (c)
the telefax information line at the top of each page of the document, an accurate and
complete copy of an inter-office memo dated June 2, 1994 from Gary Feaker to Pat Kurt. If
it is not, please state in what respects the document is incomplete or inaccurate.

ANSWER:

The document attached to Complainant’s Interrogatory as Exhibit 3 is, with the

exceptions noted in Interrogatory 5, an accurate and complete copy of the inter-office memo.
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Interrogatory 6.

Please identify, as of June 2, 1994, the date of the document attached

as Exhibit 3, the author and intended recipient of the document; i.e., (a) Gary Feaker and (b)
Pat Kurt.

ANSWER:

@

®)

Pat Kurt, Controller of Norwest Mortgage, Inc., 405 S.W. Sth Street, Des Moines,

Towa 50309-4626.

Gary Feaker, accountant on the staff of Pat Kurt, Norwest Mortgage, Inc., 405 S.W.

5th Street, Des Moines, Iowa 50309-4626.
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DATE: November '4. 1994

TO: Pat Kurt l(g
FROM: Harry Sandstrom

RE: TOP RESERVES

ATI - No resecve is required. ATI's sole risk is that it is negligeat in searching the
record or, in some cases, closing the loan. This is simply a cost of doing business for
which, we believe, no reserve is required. Also, the experience of ATT and its serict
quality conrol program weigh against establishing a reserve.

NMI - Although NMI is mot a title insurance underwriter, but instead is a self-
insurer, it is appropriate to look at title insurance underwriters' reserve policies as 2
basis for determining the reserve to be established by NMI for losses assumed by
NMI. Tide insurance underwriters' treoded claims range from about 6.7% 10 9.4%
of operating revesues. This includes claims for agent fraud ot pegligence and claims
paid for relationship-preservation reasons. NMI will incur no, or minimal, losses for
*agent fraud or negligence,® since the closing agents will generally be employees of
ATl. NMI will incur oo losses for relationship-preservation reasons. TOP is not
available on pew construction; therefore the risk of mechanics lien claims is gready
reduced. NMTI's risk boils down ¢o the risk of an off-the-record title defect so serious
that the borrower loses the propesty altogether. We are pot able to determine title
insurance uaderwriter's claims experience for this type of risk; bowever, we believe,
based on NMI's experience as an insured, it is mioute. For these reasons, it is our

opinion that a 2% of gross revenue reserve is extremely coaservative. 5 -
HNS/sf i =
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- Exhibit No. A 1“. w
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Interrogatory 7. Please state whether the document attached as Exhibit 4 is, with the
exception of the telefax information line at the top of the document, a complete and accurate
copy of an inter-office memo dated November 4, 1994 from Harry Sandstrom to Pat Kurt.
If it is not, please state in what respects the document is incomplete or inaccurate.

ANSWER:

The document identified in Complainant’s Interrogatories as Exhibit 4 is, with the

exceptions noted in Interrogatory 7, a complete and accurate copy of the inter-office memo.
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Interrogatory 8. Please identify, as of November 4, 1994, the date of the document
attached as Exhibit 4, the author and intended recipient of the document; i.e., (a) Harry
Sandstrom and (b) Pat Kurt.

ANSWER:

@

®)

Harry Sandstrom, attorney with Norwest Financial Corp., 206 8th Street, Des
Moines, Iowa 50309.

Pat Kurt, Controller for Norwest Mortgage, Inc., 405 S.W. 5th Street, Des Moines,
lIowa 50309-4626.
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Date: April 13, 1834

To: Les Biller
Jim Campte!l
Ken Murr*- .
Dan Saklas - 53 -

From: Mika Kealler s
Mlke Fcn j : -
Ozn Segersin 2

;.S -

The fcllewing materizls 2z pre «iCe< 'S s2~8 @S g regcn cf cur prograss imdur e%2n
to preduce & title praduc which is en 2ernalive te tracitiensl title insurance 202 -.':-.
is accartzble to sscandery marks: invesiars.

‘-
cwme o

In closa concert with NMI Marksting, Fosi Cicsing and clher impacias cegenmens
within NMI, ATl has estatiishes June 15, 15S8¢, &s the targe! cale for kick<f cx’ cur
new Title Oglicn Plus (TOF).

We have concuetes a re-znglysis ef s fnancial imeacy, which is aiteches zs SxRi!
»

Alihcugh cur leng rcr.ge signning csnizmzisis

$ esiztlishmant of 2 pressncs in s222
me 0 siztes, we havainiliglly targsiss 3T sizles as cur mar <sigigsss voonrsise
listing ¢f thess sta:-s &~ e seign Regicns! Sarvicing Cenizrs which wili prawviss
szrvizes in these markeis is ahizsnes a3 SxRiZE "B", YWe salezted thass siaiss =2
cn Nerwest's prasencelisivms gnd ’::e"e-.-e we 'wouiG be saisiied if thess werg eur o
sigias By vinue ¢f "grzncieine” rign svic TOP be siceced afler cur initial roi st

A cssooigticn and sxgizratcn citns

iz "C", Ve a8 Ceveicging ¥

cfTOFR tc essura the! safssuers
ef

tl cf:'..:... H lbna

gstand :.:r:c gourss ig altasnes 22
S ef o788 SITVESing ety 238!
L 1)

yhich minimize riss 2% s

D

Title sezrching anc clesing funsizcns '), ¢ ¢ours2, continve o ta corcusizsd in ine
lecziilies in which tne rezi estatg is iss2iee. In
R

& merkals whicn ATl has nesve
peneirziad, itis exgesiac tnal NMiraizi 2ranches wiil coniinue (S cices with axisin
s2r/ics providers.

Case No. = N3G200 79
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Funiher censieraticn ¢f cur sgarch 2a¢ examination prt::ﬂse hasledusto s
in markets genergling IC-40 cases ger menth, ATl will employ its ewn
abstracling/searching persennel. Tre economics work st 3040 cases decer
the fees and the siete. In marketls in which monthly crdsr volume (slis belew
benchmark, we will seek the services ¢f ether litle companies or ebstractars. ~s
matier f ordinary pruder:e, every eficrt will be made to relzin only inde:er.c;-r.&
contractor absiracters wihc cary edesuela Errers and Omissicns coverage. Fewever,
we have lezrned tha! cther national title service providers have made s prac:.:e H
using indegendents whe choose rict t¢ carry E & O coverzge due to high ccst. \Wis
progose to keep use cf such provicers (= 2 minimum, but we recognize that ::'.e.fe wiii
scmetimes te no cheice. As ATl exzcencs into new markels and develoss busin .ess
veiume, it will ecame mers essncmizaly fecsible to make widsr use cf in-heus
sbstirecier stafl. Inthe meantime, we '"e in the process of daveleping st :e.".‘s &S
procegures [cr screening of indezendsnt ebstracters as an intsgral part cf cur
ceerating precacuras.

c'u

ging or
T

‘eaal

‘e .

r
Sé

TOF is lower-grices (By

2 pereeni S Torg), simpisr to use end ofiars secuniy (S
mengege pocl investiers :r.': is :;
s —

'lb

<zl if nct suzerior, to that cfiered by title insuranse.
S2e Exhibit "D" for sema 228t campzriscns of the ATI TOP preduct le title nrs.'a‘::
elternglives. Tnereisra. we b-l g3 gl the roll-cut of this praduct grevices
excallsnt cggentunily for ezch NI ratzll Branch to offer 2 Lnique prc:.‘u:: :c :.- rigssl
customers at significant sa .ge In fas:, TOP tenefits the cusicmer ws 1 @ "Coukie
whammy" of raduces ezt ard tetar s27vics. Turnareund time is exzestes 2 2¢
impreves by 24 {0 3% hours in mes: marists, ch: Clcsing has mcuca:e:.' teivse &f
TOF. will significarily rasuse the numis- of deficianciss. This ngw precuct sasuis

meke & ncgcr sgiash &s snclrer N:-- g8 First S & deiler eredits are eguel 2 (ness
prcvuce" in eccnneclicn with tille insurance, e, 20 percent ¢f TOP f2e anc 27 sersent

c? the cicsing fee if ATl scncusis s

VWs gresentss an Suzdom te TCR 2 NMil's Divisien Manzgers er Tuessz,
Fezruery 22, 1334, Tz sorcest end ins orocess wera weil-recsives 2ns we wets
pleassd and snesureged By the reszs-s2. Trersssonsaof "Trisis & pracucna:
puisus enthe righis'se ie (ng ssrs.—erside cfanissuelorachangaesds ue i
tzlieve goed things il “zzzsn.



EXHIBIT "A" : Pize l of2
TITLE OPTION PLLUS PROFTT OPPORTUNITY i

*% OF TOTAL RETAIL ¥ OF NMI
YEAR :_ gN DINGS D0~;~ -& WITH TO; - EOA.\'S' i 0=

1994 5 (worst case) 10,172 $3,051,650
20 (likely) 40,689 12,306,700
40 (possicle casc) 81,578 24,415,400
50 (best case) 101,720 30,3156,¢CC

OTAL TOP REVENLE

15$5 s 10,727 3,213,156
20 42,509 12,872,7C6
40 85,813 25,745.e3¢
$0 107,270 32.130,6CC

)

1685 s 12,2465 3.873,6%C
20 3,635 4, 718,880
40 $3,1C0 25,4335,30C
Lh) 122,630 38,788,605

1957 s 15,625 <,168.24%
29 54,782 14,232,4CC
40 109,564 33.389.20C
50 138,559 41,233,000

o

[N
(Y.

13,252 Sisee
20 €1,0¢¢ 12.332.754
20 122,168 35,3387
59 152,520 43738500

PRE-TAX NETINCOME PRCJECTZD AS APERCENTAGE OF REVENLUE AT 33%%
(Rz2fles:s 12%% £2s2 savings to esstomer)

* Based oa NMU loas veiwze assumpsisas o0 givel Fegls

o¢ 2srumes $3C0.0C AT 1o rssue ger TOF 3rldsr
NOTE: Theatovs Aguses inciuds eniy MMU Rars® Toans, Brokerzdein and semespondont imng 202 2eringivded

NOTE: Thae atuve smimarss €3 setinsivds Noraom Sanka oo Norsest Tirascial lesns
e  Neorwes: Banks sois’sdesid add $2.4.6.000 of reenue anausily
e Neevest Firancial ssuld’sisuic 222 $5.000,000 of resnus aviually
o Nermvest Mernpg:s aholezsle and s=mspoedent conidishouid 3dd $0.000, 000 ol tramye srunalls

TOTAL NORWEST CONTROLLED O?20RTUNITY: By 1598 we cculd o $33 miilica of
revesue for S23 milion of pre-tasz net.
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EXHIBIT "A" cont.

SOURCES OF CONSUMER. EZNEFIT AND PROFIT OPPORTUNITY
« Avcid subsidizing Title Underwriis”s lcsses due to "bad” zgencies.
Estimated at €% of revenues.

« Avcid sutsidizing Title underurite’s sammercial and rew esnstruction
lcsses. Agproximately 1% cf rsvenues

o Save cosis ef 10% of Revenuve 2ue is:

(1) Tile Undenryriter's cvernszs lo scliciUmanage numeraus

sgencies,
(2) Title Uncerariter's c35:s <f insurance regulation,
(3) Title Uncerariters eseis ¢f claims adminisiraticn which is

cuplicstiva cf ecencies’ cizims gZminisyaticn.

csis that egency new incumes i meet Title Uncerariter's anc
tery requirements for pelicy, cash menegement, end rezenring.
Es::rra ed savings cf 10% ¢i rsvarnus.
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EXHIBIT "B"

INITIAL TARGET STATES FOR TOP SERVICE

Servicing Center

Sealtle

Minnezpclis

Chicage

Fittscurgh

Prearix

Cmars

Ingizrazclis

*in many of thesa sta:
gnd hulas eraciad oy

suzsiciares, Cursozaiesy

aniczalicn ¢! legisiaive 33

the regulatery erSit

ss ATiNas axzecEn
{

—

States Served
Washington
Oregon

Idaho

Wyeming

Utah

Minnescta
Mot Daketa
Scuth Lakets
Kansas
Ckishema

lilineis
Wiscansin

Fennsylvenia
Fenca

Crio

Marﬂand
Virginia

Nermn Carsiing
Massazhusans
hew Yek

Anzena
Caiizmia
Czicrasa
New Meaxics
Nevssa

325X
z2s
Lecisizrm
Arczngas
Misssun
lewe -

-7

Indara
\Migkigan

<. ¢r axpecis ic exzerenca, rasul
B whics oottt or severely limit insurance saies By sa-kx

A ese siziss nerslore is i€ esteliish “grancizther ngnuin
8ris 287°C8G 8y Casignes is Bhing aitamai2 prodiTs wi
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EXHIBIT "B" cont.

VWe expect o receive 3 sutstantizl number of inguiries frem interested scurses crce
the TOP roll out has cesurred. It is c=vicusly desirzble to meet these inquisiss hezz-2=
and in 2 preparad fashicn.

o TTnerefcre, with the assistance ¢f NMI's Communicaticn Depariment, we ar2
developing scripted resgonsas io anticipaled inquiries frem the title insurens
industry, regulaters, legislaters, Eerowers/censumers, and Reallers. Tres?
respenses, 2leng with the commsnication rell cut plan, are attached anc &re fer vss
by all NMI Divisicrnai and Rsgicra: Manzgers, NMI ratzil Eranch persernel, end -
Heme Office siaf, inciuding ths Cammunication Dezariment which is liksly te b2 tne
target of such inquiries. To grsuss consistancy in sur messaces te the swziic g
news madiz incuiries shiculd tg fs=azrsed to Bill Licvg ¢r Sue Bunegs in Mi'dl's
Cecmmuniczlicn Dezadment.

e Ncrwest bankers alsc will be proviced scripted resgensas and cur csmmanicatsn
gian, @s well gs sullicient infermaticn gbcut TOP t enatie them {c more assuraialy
resgerd te the inguiries of cepesiisrs and regulators, from whom inguirias sen te

expected. To ensure csngistaney in cur messeses to the cutlic Barkerss e

receive naw mediz inguiries recz-sing TOP sheould ferszsd these cails 1= Merwves's

Cercerate Cemmunizziions Besz~ment.
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Attachment 1-B

TITLE CFTION PLUS (TOP)
Communication Sategies for Program Roll out

Primary Audiences

NMI Regionz! Managers

NMI Retail Branches (all statas)
NN Emplcyees

Regicnal Bank Presidents

Bark Eranches (15 stzles)

Seccndary Audiences

Stzla Legislaters

State Insurance Coemmissions

Tilla Insurance Cemganies/Agenis ~Ansmeys

Communicaticn Issues/Chailencss:

Tnera is & streng petential fer csrnsern Sy Regicng! Eank Prasidents end e«

brarches cue tec tne ge artm fer lcs:i:sxrsur rC2 C2mzany Ceccsiis i
cresrlc assurs & ez.zc:.sss.ul cil et =2 Buv-in an€ supgert of tnese sugiences wiil =2

The level ¢f mesdiz invelvement we 8272l will e delzrmines by hew musa tne 220ks
ers willing ts sugeen this procuct = 52 z.-.e sacrerwe C"‘. Legin 0 communicsis wits
the tanks ang buils tuy-in, the beans-. Sziances ecainsi the nsec iz commuricets
gary eré cfisn m fioorbankergenmecsis itz nesdic kess this procusi sa sl umni g
gre rezdy to imslemant

Thera is streng pelential for copcsit's~ oy siais legisiatores, siais insurance
s=missicrs, title insurancs cz: .: g=.g3 e insurance agants, anC usrng; s - anc
there may l:e s px..s". tc izke legai ¢ lesisiztive aclien ciziming that Nerwesiisiilesaly
ccerating es eninsuraace eCE"‘.'. Csozoreie Government Releticrns and Cooporzis

Czm ....me.s..cns will peed e bainve s2d with escrassing this issue, 25 we'l 2t
handling the media's suriosity if tme is3_e ecomes public. Censumers aa8 Raziters
i

shcul€, hewaver, faver cur procost So4 S its csnsumer CIsis savings enc
simgiificaticn.

We zisc ressto ts c:".:er-e" gscui Nl szies ress’ @nd managers re:giicns
their icezl tit'z agencies, and their i=="=='cn te s2il hemeowner's titls ins.rz-gs,
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Atiachment 2-B

KEY MESSAGES
Nerwest Mortgzge is commitiad tc praviding mere value 1o Eerrowars whiie
rminimizing risk to our stockheliders.

The Norwes! Mcricacs title certificz s can save berrowers 2s much as 183 en e
costs of sclistying the reg quirament <f first lien status for Nerwvest,

The Nerwes! Merigsge title certificz's helps simplify end speed ug the lees 2zorsvel

gracess.

Tre Mervest Mengzge Title Ceticn Sius is netinsurance. Eeczusa of Nomwes('s
size and sirengih, we can ofier tite sretaclicn &t g lewer eosito Earrewers. whiia a:
the same time prote<: siccinclcs:s with edecueie reserves equel o Neorves:
standards.

Hod this pregram besn used by 122 garcent of Norwest Mcr‘.ga° e's cusisTersin

£€3, they weuld nave scvef.‘ §33 =ilicnin title insurance premiums las! ysar,
Pricr to the seccndary marks! bc ming the deminant scurce of first mengzge
ﬁr.cnc‘ng tris presuct is hew many lendears managed their risk cf litle csfz2is. Eusm
s

ccy, sSTE f'rs:nc:rc&el '.::'s 2-< mest sezenc mengsce lengdsr

-

heir title defecls risk with a litle sz Vicate-type of procust.

®=f FACTS

1 ne Nerwest Merigzss titie centificzis will I'cC~C“‘I°’ﬁcH esmstrection, ssomsrsic
srogeny, jumee lezns, broker tus's -s:~, ¢ csnceminivms.

Tris precy c‘: is &cce2tzSie o the secondery marcet becsuse oF Morwvasl's

. dlm bemel 8, canlem .
girengin en S resuiziisa ler susl .

Szsed cn 1882 indusiy figuras. 2—s Suyers raticrwide paid et S 4.5 2znin
title insursncs ;remi-;r.-.s thelyesr woiie ne acivailess raies i€ litis insurzncs
c-r‘.pe. ies for title ca’ecis was ez -cximalaly 7.4 percent® of cosraiing ra.snus.
Trerefcre, TOF is & srugent gres. = for Nervesi te effer,

The admilted essats of gl US tif's s2Tzanies in 1882 was $4.2 Biilic~, w=2 2zt
Nerwvest C:r-cre..c' s natwers 's ©oexcess of $54 tillien. Norwsstinas —ore

rasarves than the wasis tillg insc e ~22 indusiry comdined

"t should Be ncted that 3 significant perisn o ‘:::e lesses resuited from caversge e SsTmersigl rusl
esate, en which the TP prasess mn nct e uzel. Furder sn;ﬂd'cr: leszes were tasad & 330t
cefGication, which are renderad mere unlicely in view of the canlrel eavirsrment in witich Neswest
sutsiciaries cperale. ATl Caims losses hawe U3diicnsily run 3t er Selcw 1 percent,

e
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Attachment 3-B

" TITLE OPTION PLUS (TOP) ROLL OUT
KEY DATES

April 4

e Internal trainstcrming session te celermine preduct name, and crzztive masssgss
end timelines.

April 18-30
o Rcll out to NMI Divisicnal and Regicnal Managers.
— Dan to make in-persen visits with OMs,
-~ Once 2 OM hzs bean contasias. @ initizl le'ter anneuncing the pradus: wiil te
meiles te tne Ragicnal Menzzers inthat Dtvn...c'\ giengwith gcsgy ciims leqsr
teing sent to Nerwest Bank regsnal grasident

Meay 10

» Roll cut tc Nerwvest Eark ragicna! iCents &t Seniors Meeting in Minnezzsiis.
(letter content T8O {2llewing the A2 18 video telecernierance with ATI, Ks'ler,
Saklad, Murray, Carptell, Eiller;.

e Second letter/e-mzil ¢ RMs deschiting the product rell cut and contest in mora
cetail (need tc le! them know it's csming to maka sura they resd it).

L Y Z-T-31
- ﬁe
-

May 2
e Letier frem markeling razs to N Srench managers cescriting the sredusirsii gt
and contast, aleng with @ "whal's ssming” pester,

Mey €
o Mikic. rezs
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May 18

e Mz <°t-ng racs :e_ . eranen vi
e Eranchkilserameaiecic ':'a.-.:
o Identify ecstrazicr/sezrzh compenst

'y in

' oo . .o
"Ubllt - V:SI?.&: u“-..é:lc?.

Juns 1 (on cr befers;
e Ccmimunicalicn is Sank branch managers encc ’
siztas) by NMI, Regisnal Bark prasssnts, Les Eliler, Czn Saki
Cemgte! l. andie: Gick &:v—;-‘v =

Jure 13
e Eranches begin s=! ..-: greruLelTrznsh caniss
o C..r-.r-n.mca'lcr. ic & Nt empicyess.
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EXHIBIT "C"

TITLE OPTION PLUS (TOP)-- AN EXPLANATION

The Concent

The basis for the use of Title Optice: Pius (TOP), and its rapid acseptarca by maic:
seccndary marke! players, is the finz~sizl strength cf Nerwest Corperaticn which, wiis
its subsidiaries, hzs assals grezter tnen these cf the entire title insurancs incusiry.
ATl, the largest bark holding company-swned title insurance cempany in the United
Siztes, is comeining its exzertise ans rnationzl netwark cf district offices with Nerassi's
financial strength to offer this new precoct whose use will furiier fuel the prencmene’
crewih and Business velume of NMI 2=2 ATL. The eccuracy of ATI's wark wiil te-
tecked by the assais ¢f Norwest Coteralien, rether than By the assals and rzservgs of
a much smeller title inscrer, Queiifias rzzi estela lcans made using TOP wiil 22
salezble cn the sscencery marke! when gurchasad by Freddie Mec er gueremisss oy
VA arnc FHA. Fannie Mze is in tha grcess ¢f reviewing the sropeses predus:, tut has
nct yet indicated whether it will 2zprsie its use. The risks to Norwes! ¢f TOS vers:

title insurance are sutsiantially ecuzi. (See Altachment 1 fer further risk anziysis)

;mom e

The Process

At the time ¢f leen gstlicaticn, the cusismer wiil Be prevides an ceeenivrnily is seis
the type cf titie coverzga le bs uses.

If the cusicmer elesis TCF, the procsszsr wiil compis's ¢ szecial TOP Orser Ferme=s
tziefax it to the sppregriaie ATI Serdicing Canter. The Sarvicing Center viil mzve z Uil
sezreh cancucisd ¢of the lecal recsrds end will issve @

Cwvwi we

set cut the current siztus of title, euisiznding liens, and eany cinermeners w
&=

231 3 o ! -
itle Cengditicn Regorm, wihien wil
®lem igm v
sty Tow. .o

effeci the pricrily of NMI's Sesirec first lsn pesilicn. The Rezent will suggest sisos i
b= tzken By the MM retiEil tranch in o-327 ¢ ctiain & first lien,

AfAsr cicsing Nas cesumes end e mew (23n Socumsni has tese

d % 23R SSTum sreesedss AT W
iszue 2 Fira! Title Conditen Certifizs e wimich wiil tmen be ussd tas tng basis ‘e
rzcresentation and wemaniy (o the i-.z3isr &l ine loan's vaildity, pricsifyers
merketasility

1he Cenesis .

17iS procuct was crezied oy the Sarries nrown Us ty many siate laws (auitsrad oy
enrenches mem anc peg title egersrez and litle insurers) tnat gravent titls agsnciss
cwred by fingrcial instituticns fram 22'mz tusiness in the state. Masessivy weasihs
rmcther cf this inveniion. Ve end up 1= § graduci that is simoler and cnezza  tna i=s

Eresuct we will be sSmgeing egeirs: ¢ tils insurance.

11



Attachment 1-C

- -
am s
Piga 2 <!

RISK COMPARISON

Type of Risk

Dces ATUNoreest
bear this risk
when issuing the
customary title
insurance
precuct?

if so, doweinsure
oursalves scainst
this risk?

Vall ATUNorwest
bear this risk
when issuing
TOP?

If so, do we insure
cursalves against
this risk?

Estimated
exposure s 3
percent of
revenue,

“Fura Palicy”
claims, i.e. thesa
not detactable on
tna recard

Acent errer, i.e.
regligent
sazrchirg, cn the
litle werk.

Agent erreren
clesing/assrow
WwerK.

Yes!

Ne, waers i
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EXHIBIT "D"

TITLE OPTION PLUS (TOP)

COST COMPARISONS FOR § STATES

Refinzrice and Purchase

ARZONA
Purchass:. Altachment1-D
Refinznce: Attachment 2.0

COLORAZ S
FPurcnzse:  Anazhment 3.0
Refirzncs. Anacament 4.0
MINNESCTA
Purchzss: tacmmant §-D

Reafirence: Atacamenté-D

NESRASKA

Purcmzse:  Atzshment 7-D
Fefrencs. ALzchments-D
YASSONSIN

Purs=zss: Adzchments-D
Rsfingance:  Atlzcament 160

778
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Attachment 1-D
ARIZONA

N : ATI TITLE COMPANY
_CONSUMER TITLE ELECTION

: —_— I‘J:B_j_T LU:\ OPTIONS
Purcha:

Cost Comoarison _
s__ /20

s [d0,000

(Progosed Loan A. racunt)

OptionA | GCptiea D Optien C ATI Ssvings | AT!S:
Cost Lendess Gwners ATITille | Over Optiou | Ges: C:
Tite Tide Condition A o
Insurancs Lssurzzcs Regort
Tils Insurzass Frecivs | d7a.- 1= Jie. 70 |
Zadeceemant foas £Y7; | &N . |
Scrrey. - . O [s] [/ i
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Attachment 2-D
ARIZONA

ATI TITLE COMPANY
CONSUMER TITLE ELECTION

[ FIRSTLIEN OPTIONS o

s§ /00 . 040
(sr2zsses Ican ameunt)

Cost Optian A Option B ATl

Title Insuranee ATI Title Condition Savings
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Attachment 3-D
COLORADO

. * ATITITLE COMPANY
CONSUMER TITLE ELECTION
| - ~_TIRST LIEN OPTIONS

< /OO/OCU omparison . “f"d//'..’

(Progosed Lean Amcuzt) (Pusezase ? --:‘.
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&
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Page s eitl
Attachmeat 4-D
COLORADO
ATI TITLE COMPANY
CONSUMER TITLE ELECTION _ :
'FIRST LIEN_OPTIONS ' :

Cost Centgacison
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crzsesed lcan ameunt)

Cost Optisn A Option B ATI
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Attachment 5-D
MINNESOTA

\ AT1 TITLE COMPANY
CONSUMER TITLE ELECTION
! FIRST LIEN OPTIONS

L —

. Cest Comoarison
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Attachment 6-D
MINNESOTA

ATI TITLE COMPANY
CONSUMER TITLE ELECTION
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Attachment 7-D
NESRASKA
ATI TITLE CONMPANY .
CONSUNMER TITI:EE ELEC]_:HON _

[ _ ___TIRST LIEN OPTIONS
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Attachment 8-D
NEBRASKA

ATI TITLE COMPANY
CONSUMER TITLE ELECTION
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| ___FIRST LIEN OPTIONS
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Attachment 10-D
V/ISCONSIN

ATI TITLE COMPANY
CONSUMER TITLE ELECTION
FIRST LIEN OPTIONS
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TITLE OPTIONPLUS Q & A
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Anticioated Questions from Regulators (Insurance CommissionersV
Title Insurance Companies/Attomevs)

Basically, isn't this another name fer title insurance?

No. Unlike title insurance, we ar2 not paying eut te a thirg pany fer esversss.
Instezd, we're cavering cur cun risk if we make a bad desisicn.

what is the bergfit te cansumers?

Consumers will save &t least tzn percent over the csst cf traditicnal title
insurance. Kad this pregram Sesn used b) 10C% c! Nerwes! Mcr‘.“;e s
Berawers in 13533, they weuls Rave seved $3% mul cr in title insurance
premiums. We a:s.. anlicipais 2 simglified, fasisr lcan ecprova! precess

Why czn Nerwest cer this grosuct fer less? :

By cssur'.mg teriskinternaliv, we &rs eliminating the mest exgensive pan of
ths title insurance process: tns litte uncerwriter, Wa sveic sue sidizing tiis
underariters' lessas causes oy riskisr egencies, commersiai and new
canstruction, cverhead, claims asministraticn and resuiatery receniing
requiramants.

Where cc you gign te cifar i

Iriticlly it wiil te efferadin 3

regicrel ATl ciices. These
<

4
]
L

¥
"m
‘s

ietiicn’

which wiil te ssrved by ene ¢ saven
wiil serve: Washingien, Cragson. Idzhe,
Wyeming, Uter, Minmessiz. N Dzk.\g. Sauth Ce<:ia Kznsas, Oklehsme.
lllincis, Wiszzrz'n, Pennsylve=is, Flerida, Onio, Marjland. Virginia, c.":.
Carclina, Massazhusers, New Y=, Atizne, Caiiicrniz, Celesazz, New iexias
NG‘h:Cc, Nebrasez, Texas, Lodisizna. Arkansss, Misseouri, lows, Ingiz=z
Micrigan, Distic of Ceiumziz.

LI TT)
(]

-
-
-
S
1Y
)

lc..'-
<

..‘“

Fevs lne
Yes. Fre

F=a 2
insurancs. ‘a‘.’e sscec Farnis M'es’

$Ris pradustt

‘o e,
-l
-

-~
‘.'
Y s Vel

gz Zimis predusiin ligu oivis

amd bm? —emay e
:;s \l-.ls [ 'v'-'-:s 4

lencer. Bsc=ues ¢f Norwesi Cers's
talower costis esrrowers, winils
-3 3

sguale reserves sSUEi s N:.-.-.
- [y
- (5

Why cic ine azsnciss
Norwvsst is ress
arg s..e"g:. e 28
the same lims = sroiest
star"a"f Tre ss2eng

tenefitic censLmers in
scescierlcan zzorcvai or
3-Toto

gcncery mares: irvesiars.

) W
0
n m Pt
m

"

L

av i

Vo

"

{} 0"
m
\

o

.

W s
Vee =y

L

)

e

[} )

.0

m

Y]

LR

(] ]

J

N
”e
q)
)
"
"
"
L
(L]
3N
‘.
[
(M

n ¢
W
Q
N
a

i I

0w
Q_’
(7]
€
-
[11)
"
~.' (¢}

o o
]
i

o
S
L D)
i
73

sasim n..lll 3:.

R
’ - -
. l"C’:.’-; s2 Whg riscis ==

.‘i
0 o

(X}
-
0O
1]
o
(4]
4l
Q
[1)
m
LLINPYY
2D
[}



Q & A cont./Regulators... ' Pa
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(1]
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Will all types of merigage lezns te eligicle for this coverage?

"No. Title Ogticn Plus will not cover new consiruction, jumee lezas, breker

business, or cerccminiums.

What is the relationship tetwzen ATl end Norwest Merigage?
ATl is 8 wholly-c'wried sutsiciasy of Nerest Morigage, Inc.

What will prevent cther merigzge lenders frem Ceveleging @ similar predust?
V/hile we carinct grevent eamgetiticn, we telieve that mest ef cur campatiters &
nct have a streng encugh ba'a~ce sheel to gain secondary maskal gzsrovsl, risr -
he litle network nesessary to somipete effectively.

Is this @ new cencaszt?
No. Pricrto the sscenceary maske! tecoming the cemirant ssurse of first
mengacs financing, this precust is hew many lencars manesss their risk of t'r's

cefecis. Teday, scme first mengzse lenders enc mest ssconc menizege lencess

manage their tille Csfecis risk with g litle cerlificate-type of pradust

Hew sicnificant nave lcssss teen to the title insuranca industy end tc ATIT
Given the high gramiums, lessss have still remaines vary lew. ATl Res
experiences lossas of less tna~ 1% cf gremium Ccllars versus tne incusiy
cverage of acoreximately £3%. which mainly csvers esnsumer and egency fraus.
Isn't thers  higher risk s Merwesi By issuing this pretasticn verses vraditiens!
title insurarcs?

Yes, hewever, ATl Ras g g2c€ rask reccrd comparss 12 indusyy in managing
ths risk cf agent erver, nagilge=ce, end envors incurrss in cicsi~g e iczn. \Ws
can manage tness risks mears esSlively then an incdegencen: gzensy shrusirs
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Q & A cont/Regulators

Q:
A

»0

Whao will review the title and resards?

ATl will us? its own employess cr atsiracicrs who have been zagroved te <2
business with ATI.

How much risk is there in situzticns where the underwriter bears the risk, s.2
as claims resulting from liens that are not datscizble on the recsrg?

Ncrwest will estzblish allowanca for [csses ts cover hese and other “zzen:
errcr’ losses. Ve estimate that these lessas will te less than .25%.

Hew will yeur Branches bangfil frem citering this precuct?
They will te ezle to creale censumer gecdwill by eifaring quiciker turnzreuns &g
& lewer cost zltarnative to titie insurance. There will be fewsr Lnrescived issuss
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TITLE OPTIONPLUS Q& A

>0

>D

>0

20

>N

Antigioated Questions from Realtors and/or Ecrrowers

Basically, isn't this another name fer title insurarca?
Neo. Uniike title insurance, we arg not payirg out to a third panrly for cove'a s~
v/i@'re cTvering cur own risk if we meke a bad decision,

What is the benefit to consumers?

Consumers will save gt least ten percent cver the cost cf traditicnal title
insurenca. Had this program teen vsed by 100% of Nerwest Merigazs's
terrowers in 1883, they weuld have saved S38 millien in title insuranca
premiums. We zaiss aniicioate s simglified, faster lean gozrovel precess.

Why can Nerwsst cifer this srssost for less?

Ey essuming the risx m;e.’r.a’!» We &rs e'nnma‘.mg tne mcet excensive can &
the title insurancs precess: tna tilie underwriter, We avcic sutsicizing litle

mde ratiters’ lcsses causes Ly riskier agencies, commersial enc new

censiruction, everihesd, ciaims edminisiration and raguiaisry rezening

requirements.

VWhiere do you glan t

fier tnis : -.icn?

Initiaily it will b2 :‘--:- s sialss which will be sarves 5y cre cf ssvs

regicrai ATiciices. Thes € wiil ssrve: Wesn.nc.--. jeazen, Idahe,

Wycming, Uta®, ..h.-..‘:esc‘a, r-‘:n:-. 0‘-' te, Scuih Da«ctz, Lansas, O«lahera.

lllincis, Wissensin, Pennsylvanis, Ficrica, Ohsc Mzrylans, Virginia, Nami
~

o O
S‘

Carsling, Massachusaits, New Y:.:<. nzang, Ceiifemis, Celerass, Naw Maxics

Nevada, Nebrascz, Texzs, Louisizng, Arkanses, Misscuri, lews, Indiana,

Mlc-ugsn.

Heave the goveniment mengas2-related egencies accezied this pracduct?

Yes Fr=f'.ne Mas, FHA end WV nave gl eceroved this gresaciin lise of it
rsurarcs. VWie exgesi Famnie l'e2's gzorevei ssen,
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Q & A contJRealtors, Borrowers

Q:
A

»0

>0 >0
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Pizel o’

YVhy cid the sgencies sgras lo sccept this product?

Norwest is reccgnized as s high quzlity lendsr. Because of Nerwest Ce re's siz2
end strength, we czn cfizr title protection at a lower cost to berrewers, whils &t
the same lime pretect siccicncicers with sdequale reserves equal to Nervast
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tenefit to consumers in the ferm ef significant eost sawrgs énd g simglified.
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busiriess, or ccndeminiums.

Whatis the relaticnshic setveen ATl and Nerwes: Menzege®
ATl is & whelly-cvmed suzsiciary cf Nerwest Mertgese, Inc

Is this 2 rew concest?

. No. Fricr to the secondary marke! bacoming the demirant ssurce of firs:

mengage finencing, this przIuslis hew many lencers managed tneir risk sf titls
defects. Teday, seme firs: mengege lenders and mest sec:rc mongase lenders
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inter-Oiii
Memo

TO: Diare Ringler via fax 612-343-3676
FROM: Mike Fahey

DATE: Aorii 13, 1564

RE: Servics availabiiity

For your u.wr....:'ic:z, tie following is 2 lsting cfihe
title services..

List of staies with ¢iToss able to €2ivar T2 hour turn

X

Iowz
lllinois
Nebdragia
Minnassia
Indiaza
Marsdané
New York

Virginia

By JL.... l) 1564, the Dllowing siztes sanzaaliady

¥, S sDe Bwis YO WwOOW

<~u  Caroiin:

dorh Caraline

Pannziivania
Qe

F-.m\.:
Massachusetis

.-----00

Acizona (Crazier Pigenix Meirzzaiitan Area}

“emec w -.n-- &

Missousi (Cranier Ransas Cinn Sistespalian A\

Seecses o
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Interrogatory 11.  Please state whether the document attached to these Interrogatories as
Exhibit 6, is a complete and accurate copy of a memorandum dated April 13, 1994, from

Mike Keller, Mike Fahey, and Dan Segersin to Les Biller, Jim Campbell, Ken Murray and
Dan Saklad and Exhibits referred to in said memorandum. If it is not, please state in what

respects the document is incomplete or inaccurate.

ANSWER:
The document attached to Complainant’s Interrogatories as Exhibit 6 is a complete

and accurate copy of the memo.
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Interrogatory 12.  Please identify, as of April 13, 1994, the date of the document attached
as Exhibit 6, the persons who authored the memorandum (i.e., Mike Keller, Mike Fahey,
and Dan Segersin) and each intended recipient of the memorandum (i.e., Les Biller, Jim
Campbell, Ken Murray, and Dan Saklad.

ANSWER:

(a) Authors: Michael J. Keller, Executive Vice President of Norwest Mortgage, Inc.,

Chairman of American Land Title Company, 405 S.W. 5th Street, Des Moines, Iowa
50309-4626.

Michael G. Fahey, President of American Land Title Company, Inc., 314
South 19th Street, Omaha, Nebraska 68102,

Dan Segersin, Senior Vice President of American Land Title Company, Inc.,
France Place Office Building, 3601 Minneapolis Drive, Bloomington,
Minnesota 55435. |
®) Recipients: All are Executive Vice Presidents of Norwest Corporation, Norwest

Center, Sixth and Marquette, Minneapolis, Minnesota 55479-1026.
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mn Consumer Title Status Election
ﬁi MORTGAGE First Lien Options - PURCHASE
Estimated Cost Comparison s ooQ s 4{ Joco g
{ Propesed Loan Amount) { Purchase Price]
Cost Option A Option 8 Option C Option C's | Option C's
! Lender‘s Title| Lenders and Owners| AT Title Condition}Sevings Over|Savings Over
Insurence (3)| Tite insurance (4) Report (5) Option A Option 8
7_;’0 o0
/39 a
urvey or Plat drawing (2)_ 280 1o -U-
SETTLEENT 75; I/SP /4570 -
Total Estimete ) /300 éao DAY~ Do
Footnotes

1) Certain poficy endorsemonts sre rgourod by maay jenderg when title insurance /s purchased. These endorgements aften cost §15 1o $580 or
more, Lenders using the AT! Title Conditicn Report g0 not require these endcrsements.
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L :
COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
COMMONWEALTH OF VIRGINIA DOCUMENT CONTROL
At the relation of the 96 APR 25 PM 3 30

STATE CORPORATION COMMISSION

V. CASE NO. INS950079
NORWEST CORPORATION,
NORWEST MORTGAGE, INC.
and
AMERICAN LAND TITLE COMPANY, INC.,
Defendants

REPORT OF GLENN P. RICHARDSON, SENIOR HEARING EXAMINER
April 25, 1996

HISTORY OF CASE

On June 21, 1995, the State Corporation Commission ("Commission") issued a Rule to
Show Cause against Norwest Corporation, Norwest Mortgage, Inc., and American Land Title
Company, Inc. (collectively “the Defendants") alleging they violated Virginia Code § 38.2-1024
by transacting the business of title insurance in Virginia without first obtaining a license from the
Commission. The Rule to Show Cause further directed the Defendants to appear before the
Commission on September 27, 1995, to show cause why they should not be penalized under
Virginia Code § 38.2-218 for providing title insurance without a license, and why they should not
be ordered to cease and desist from any further conduct which constitutes a violation of Code
§ 38.2-1024. The Defendants were further directed to show cause why American Land Title
Company’s license as a title insurance agency should not be revoked or suspended.

Pursuant to Hearing Examiner Rulings entered on September 13 and October 3, 1995, the
hearing on the Rule to Show Cause was rescheduled for November 14, 1995. The hearing was
rescheduled in order to give the Staff, the Defendants and other parties in this case additional time
to prepare a Joint Stipulation of Facts and file prehearing briefs addressing the legal issues raised
in this case. Originally, counsel believed the issues raised in this case could be decided based
solely on the submission of briefs without scheduling a formal fact finding hearing before the
Commission. Under their original proposal, prehearing briefs would be filed by the Bureau, the
Defendants, and other parties in this case, and the hearing on the Rule to Show Cause would be
limited to receiving oral argument in rebuttal to the prehearing briefs.

Unfortunately, the Bureau, the Defendants and other parties in this case were unable to
reach a mutually acceptable Joint Stipulation of Facts which would allow this case to be decided
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based on the submission of prehearing briefs. Accordingly, by Ruling dated October 24, 1995, the
procedural schedule was amended to dispense with the filing of prehearing briefs.

Counsel appearing at the November 14 hearing were Michael D. Thomas for the Bureau,
David F. Peters and Louanna Godwin for the Defendants; and C. William Waechter, Jr., and
Ralph L. Axselle, Jr., for Lawyers Title Insurance Corporation (“LTIC”) and the Virginia Land
Title Association (“VLTA”).!

Proof of service of process on the Defendants was admitted as Exhibit A when the hearing
convened. Post-hearing briefs were filed by the Bureau, the Defendants, LTIC and VLTA. Reply
- briefs were filed by the Bureau, LTIC and VLTA on February 14, 1996.2

SUMMARY OF THE RECORD

The Defendants are corporate affiliates which comprise a large bank holding company
with operations throughout the United States. Norwest Corporation (“Norwest”) is the parent
holding company. It is organized under the laws of the State of Delaware, and it has its principal
office in Minneapolis, Minnesota. Norwest is not qualified to transact business in Virginia, it does

. not have an office in Vlrgxma, and it does not directly conduct any business in Virginia. Asa bank
holding company, Norwest is subject to regulation by the Federal Reserve Board.

Norwest Mortgage, Inc. (“NMI”) is a corporation organized under the laws of the State of
- California. Its principal office is located in Des Moines, Iowa. NMI is a wholly owned subsidiary
of Norwest Nova, Inc., which, in turn, is a wholly owned subsidiary of Norwest. NMI is engaged
in the first mortgage lending business in Virginia and throughout the United States. NMI
conducts its mortgage business in Virginia from offices located in Falls Church, Woodbridge,
Reston, Charlottesville, Chesapeake, Danville, Lynchburg, Newport News, Richmond, and
Virginia Beach, Virginia.

American Land Title Company, Inc. (“ALTC"”) is a corporation organized under the laws
of the State of Nebraska. ALTC is a wholly owned subsidiary of NMI, and it has its principal
office in Omaha, Nebraska. ALTC performs title searches for NMI and other mortgage lenders.
ALTC also holds a license from the Commission authorizing it to transact business as a title
insurance agency in Virginia. Chicago Title Insurance Company and Stewart Title Guaranty
Company have appointed ALTC as an agent to sell their title insurance policies in Virginia.
ALTC conducts its business in Virginia from offices located in Falls Church, Richmond, and
Woodbridge, Virginia.

'Lawyers Title Insurance Corporation was allowed to participate in this case as a joint petitioner with the
Commission’s Staff pursuant to Rules 4:3, 5:7(b), and 5:15(b) of the Commission’s Rules of Practice and
Procedure. Virginia Land Title Association participated as an intervener under Rule 4.7,

LTIC and VLTA filed a joint brief and reply brief in this proceeding.
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NM], like many mortgage companies, sells its mortgage loans in the secondary mortgage
market to the Government National Mortgage Association (“Ginnie Mae”), the Federal National
Mortgage Association (“Fannie Mae”), and the Federal Home Loan Mortgage Corporation
(“Freddie Mac”). Fannie Mae and Freddie Mac, like all prudent investors, seek to protect their
investment by ensuring their mortgage loans have first lien status on any real estate securing the
loan. Traditionally, this protection has been provided through the issuance of a lender's title
insurance policy or an attorney's title opinion. Ginnie Mae, on the other hand, will accept a
lender’s title insurance policy, an attorney’s title opinion, or a title condition report or certificate
to protect its first lien status.

Prior to 1992, NMI’s mortgage loans were protected by a lender's title insurance policy
issued by traditional third party title insurers. In 1992, however, Norwest began to explore the
possibility of entering into the title insurance business through a wholly owned, independent
subsidiary. Norwest sent a letter to the Federal Reserve Bank of Minneapolis on July 15, 1992, to
determine whether its title insurance proposal was permissible. (Exh. No. MJK-19). The Federal
Reserve Bank subsequently rejected Norwest's request. (Tr. at 264).

After Norwest's plan to establish a separate subsidiary to engage in the title insurance
business was rejected, NMI and ALTC began to develop an alternative product to lender’s title
insurance which it called Title Option Plus, or TOP. TOP was designed, according to a marketing
and training manual developed by NMI and ALTC, to provide the same or better protection than
a traditional lender's title insurance policy at a cost savings of approximately 10% lower than the
premium on a comparable lender's policy. (Exh. No. JSF-1, Tab 1 at 3).

As an incentive for NMI employees and branch offices to aggressively market TOP, NMI
and ALTC also implemented a contest which awarded extravagant foreign and domestic vacation
packages to NMI employees and cash awards to NMI branch offices. Under the terms of the
contest, an entry form was placed into a so-called “TOP hat” every time TOP was sold with an
NMI loan. Drawings from the TOP hat would determine the contest winners. As an additional
incentive to sell TOP, NMI branches are also given a soft dollar credit of 20% of the TOP fee.

Generally, TOP is a product whereby NMI warrants and represents to secondary
mortgage lenders that NMI originated mortgages have first lien status on the property securing
the loan. In order to minimize the Defendants’ risk, TOP is only offered on loans for existing
residential real estate. New residential real estate, condominiums, and commercial property are
not eligible for TOP. These higher risk properties are insured by NMI using traditional lender’s
title insurance policies.

Under the TOP program, if an on- or off-record title defect arises which jeopardizes the
secondary lender’s first lien status, NMI is obligated to: (1) cure the title defect, (2) retain counsel
and bear all costs associated with defending any adverse title claims, and (3) repurchase the loan if
the adverse title claim cannot be resolved in a cost-effective and efficient manner. Given the level
of protection afforded by TOP, Freddie Mac and Fannie Mae have agreed to accept TOP in lieu
of a lender's title insurance policy or an attorney's title opinion. According to the TOP Training
Manual, the secondary lenders have agreed to accept TOP in lieu of lender’s title insurance
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because of “the financial strength of Norwest Corporation which, with its subsidiaries, has assets
and net worth greater than those of the entire title insurance industry.” (1d.).

As originally structured, TOP only protected the lender from adverse title claims. There
was no comparable protection available for the owner, similar to the protection afforded by a
traditional owner's title insurance policy. In order to fill this void in coverage, the Defendants
introduced a companion product called Title Option Plus Plus, or TOP Plus, in Virginia in March
1995. Under TOP Plus, the owner purchases a traditional owner's title insurance policy to protect
the property from any adverse title claims. TOP Plus protection is then available to protect the
lender for an additional charge of $10.

The evidence reveals that there are essentially four distinct and interrelated transactions
which comprise the TOP program. First, when a borrower is approved for an NMI loan, he or
she is given a title status election form which compares the costs of traditional title insurance and
the TOP program. The form lists the costs of a lender’s title policy only, a lender's and owner's
policy, an owner’s policy and TOP Plus, and TOP. The form also lists the monetary savings a
customer will realize if TOP is selected.

The second transaction is an agreement between NMI and ALTC, whereby ALTC agrees
to perform a title search on the property securing the mortgage. Once TOP is selected, the NMI
branch office prepares a TOP FAX Order sheet which is faxed to ALTC. ALTC then conducts a
title examination on the property and prepares a title condition report which lists all on-record
liens and encumbrances on the property which may affect NMI's first lien status. Upon
completion of the TOP title condition report, ALTC faxes copies of the report to the NMI branch
office which originated the loan and to an NMI settlement agent.

Once the loan is closed in accordance with standard NMI policies, ALTC will then once
again examine the property's title up through the closing date of the loan to assure the NMI loan
has first lien status. If there are no superior liens or encumbrances disclosed by the second
examination, ALTC will issue a Final Title Certificate to NMI which reflects that NMI has first
lien status. NMI is then free to package and sell the mortgage to the secondary lenders who are
willing to accept TOP in lieu of a lender's title insurance policy or an attorney's title opinion.

The third transaction necessary to market the TOP program and sell NMI mortgages in
the secondary market is a master agreement between NMI and the secondary market lenders.
Under the TOP master agreements, NMI warrants and represents that the mortgages they sell in
the secondary market will have first lien status on the properties securing the mortgages. If any
on- or off-record title defects arise which jeopardize the secondary lender's first lien status, NMI
agrees under the master agreements to: (1) cure any tile defects jeopardizing the secondary
lender’s first lien status, (2) bear all costs and expenses associated with defending adverse title
claims, and (3) repurchase the loan, if necessary, to protect the secondary lender's interest. TOP
therefore gives secondary lenders the same protection and coverage for title defects as is
customarily given with a lender’s title insurance policy.
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The fourth, and final transaction associated with the TOP program is a guaranty
agreement between Norwest, the parent holding company, and the secondary market lenders.
Under Norwest’s guaranty agreements with Freddie Mac and Fannie Mae, Norwest guarantees
NMTI's title related obligations under the master agreements should the first lien status of their
loans be jeopardized by adverse title claims. If NMI is unable for any reason to perform its
obligations under the master agreements, Norwest is obligated under the guaranty agreements to
step in and protect the secondary lender’s interest in the property.

While Freddie Mac and Fannie Mae require Norwest to guarantee NMI's obligations as a
_precondition to accepting TOP, there is no comparable guaranty agreement between Norwest and
Ginnie Mae. Since the Veteran’s Administration (“VA”) and Federal Home Administration
(“FHA”) loans acquired by Ginnie Mae are guaranteed by the federal government, Ginnie Mae has
apparently decided that no additional protection from Norwest is needed to protect its loans.

POSITION OF THE PARTIES

The primary issue in this case is whether TOP is title insurance, thereby subjecting the
Defendants to the licensing requirements imposed by the Insurance Code. Va. Code §§ 38.2-100
et seq. The Bureau, LTIC and VLTA argued that TOP is title insurance and therefore subject to
regulation by the Commission. The Defendants, in contrast, denied that TOP is title insurance and
therefore urged the Commission to dismiss the Rule to Show Cause issued against them.

- While there are approximately thirty-five different forms of insurance defined in Title 38.2
of the Virginia Code, there is no statutory definition of “insurance” or “contract of insurance.” As
a result of this deficiency, the Bureau, the Defendants, and other parties in this case were forced
to rely on existing case law, legal treatists, and other well-recognized legal authorities in support
of their arguments.

The Bureau, LTIC and VLTA cite two primary Virginia Supreme Court opinions and
several well-recognized legal authorities in support of their argument that TOP is insurance. The
leading case they rely upon is American Surety Co. v. Commonwealth, reported in 180 Va. 97, 21
S.E. 2d 748 (1942). In American Surety, the Court was called upon to decide whether a contract
of insurance existed between the Commonwealth of Virginia and a surety company which covered
defalcations by the Clerk of the Virginia Supreme Court. When holding that an implied contract
of insurance existed, the Court identified five essential elements of insurance, including: (1) the
subject matter to be insured, (2) the risk insured against, (3) the commencement and period of risk
undertaken by the insurer, (4) the amount of insurance, and (5) the premium and time at which it
is to be paid. (Id. at 105).

These five essential elements of insurance were reaffirmed by the Court in Group
Hospitalization Med. Service v. Smith, 236 Va. 228, 372 S.E. 2d 159 (1988). In Group
Hospitalization, the Court applied the five elements established in American Surety and held that
a self-insured health care plan established by Fairfax County for its employees and administered by
Group Hospitalization Medical Service, Inc., constituted insurance.
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The Bureau, LTIC and VLTA argued that TOP contains all of the five essential elements
of insurance identified by the Virginia Supreme Court. The subject matter insured by TOP is the
first lien status of all NMI mortgages sold in the secondary market. The risks insured against are
both on- and off-record title defects which could affect the secondary lender’s first lien status.
The period of the risk undertaken by the Defendants is the term of the mortgage loan. The
amount of the insurance is the outstanding amount of the mortgage loan. Finally, the premium is
the TOP fee which is paid by the borrower.

The Bureau, LTIC and VLTA further argued that TOP falls within various definitions of
“insurance” found in several publications widely accepted by the legal community. A leading
treatist on insurance law, for example, defines “insurance” as:

a contract by which one party (the insurer), for a consideration that is
usually paid in money, either in a lump sum or at different times during the
continuance of the risk, promises to make a certain payment, usually of
money, upon the destruction or injury of 'something' in which the other
party (the insured) has an interest. '

1 Couch on Insurance 3d. § 1:6 (1995). Similarly, American Jurisprudence (Second) defines
“insurance” as:

a contract by which one party, for a compensation called the premium,
assumes particular risks of the other party and promises to pay to him or
his nominee a certain or ascertainable sum of money on a specified
contingency.

43 Am. Jur. 2d Insurance § 1 (1982). Finally, Black's Law Dictionary defines insurance as:

[a]n agreement by which one party for a consideration promises to pay
money or its equivalent or to do an act valuable to [the] other party upon
destruction, loss, or injury of something in which [the] other party has an
interest. '

Black’s Law Dictionary 802 (6th ed. 1990).

Since NMI has agreed, for a TOP fee, to protect and reimburse secondary lenders from
any adverse on- and off-record title claims, the Bureau, LTIC and VLTA contended that TOP is
insurance. TOP contains all the five essential elements of insurance established by the Virginia
Supreme Court in American Surety, and TOP falls squarely within several definitions of insurance
widely accepted by the legal community.

Finally, the Bureau, LTIC and VLTA appended a recent court decision from the State of
Nebraska to their reply briefs specifically addressing TOP. In Norwest Corp. v. State of Neb.
Dept. of Ins., Docket 527 (Lancaster County, Neb. Dist. Ct., Jan. 5, 1996), the issue before the
Court was whether TOP is insurance and therefore subject to regulation by the Nebraska
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Department of Insurance. The Nebraska District Court held that “TOP constitutes insurance and
title insurance as defined” by Nebraska statutes, and affirmed the Department’s decision ordering
the Defendants to cease and desist from offering TOP in the State of Nebraska. (Id. at 17). The
Bureau, LTIC and VLTA argued the Nebraska decision should serve as persuasive authority in
this case, and the Commission should likewise hold TOP to be insurance.

The Defendants, in contrast, maintained that TOP is not insurance for two primary
reasons. First, the Defendants argued that TOP is not insurance because TOP does not involve a
transfer of risk, which, according to Virginia case law, is an essential element of every insurance
contract. Since NMI retains the risk of any on- or off-record title defects under TOP, the
Defendants argued that TOP cannot be insurance. For TOP to constitute insurance, the
secondary lenders would have to transfer their risk of loss to NMI or some other third party.

The Defendants cited several court cases, one treatist on insurance, and numerous past
administrative decisions of the Bureau in support of their argument that there must be a transfer
of risk for TOP to be insurance. The primary Virginia case they rely upon in support of their
argument is Hilb, Rogal & Hamilton Co. v. DePew, 247 Va. 240, 440 S.E.2d 918 (1994). In that
case, the Virginia Supreme Court was called upon to decide whether an annuity constituted
insurance coverage for the purposes of enforcing a noncompete clause in an employment contract.
The Court held the annuity was insurance because an annuity contract shifted the risk of mortality
to the insurance company. If an employee outlived his or her life expectancy, the insurance
company bore the risk and was required to continue the pension payments. The Court further
held that such a “shifting of the risk is the essence of insurance.” (Id. at 248).

The Defendants also cited several additional cases from other courts and jurisdictions
holding that a shifting of risk is an'essential element of insurance. In GAF Corp. v. County School
Board, 629 F.2d 981, 983 (4th Cir. 1980), the Fourth Circuit identified “transfer and distribution
of risk [as] two elements of insurance.” Several additional citations in the Defendants’ brief are
generally in accord, including Jordan v. Group Health Ass'n, 107 F.2d 239, 245 (D.C. Cir. 1939)
(characterizing risk and its transfer as “elemental conceptions and controlling ones” to the
existence of insurance); Group Life & Health Ins. Co. v. Royal Drug Co., 440 U.S. 205, 211
(1979) (“Insurance is an arrangement for transferring and distributing risk.”); Nathanson v. Hertz
Corp., 227 Cal. Rptr. 799, 801 (Ct. App. 1986) (“Essential to insurance is the shifting the risk of
loss to another.”); and Richardson v. GAB Business Services., Inc., 207 Cal. Rptr. 519, 521 (Ct.
App. 1984) (insurance “involves shifting to a third party, by contract, for a consideration, the risk
of loss as a result of an incident or event™).

The Defendants also referred to at least one legal treatist and several informal opinions of
the Bureau in support of their argument that there must be a transfer of risk for TOP to be
insurance. Robert E. Keeton and Alan I. Widiss in Insurance Law - A Guide to Fundamental

Principles, Legal Doctrines, and Commercial Practices state that “[i]nsurance is generally

understood to be an arrangement for transferring and distributing risks” and that “[a]ll insurance
contracts concern risk transference.” §§ 1.1(b) at 3 and 1.3(b) at 12.



Several Administrative Letters issued by the Bureau also confirm the necessity of a
transfer of risk before a product will be deemed insurance. In Administrative Letter 1995-10
(Exh. No. MMB-5), for example, the Bureau held that capitated administrative service contracts
are insurance because the employer “for a fixed fee per employee, transfers all or a portion of its
risk of loss for health care claims of its employees to an administrator, health care provider or
other entity.” Similarly, the Bureau held that extended motor vehicle service contracts and debt
cancellation contracts are not insurance unless the risk of loss is transferred to a third party. (Exh.
Nos. MMB-4, GAM-6, and GAM-8).

Accordingly, the Defendants argued that existing case law, several well recognized
commentators, and the Bureau’s own informal advisory opinions hold that a transfer of risk from
an insured to another party is a fundamental element of insurance. However, since NMI retains
the risk of loss for any on- and off-record title defects under TOP, there is no risk transfer and
TORP is not insurance.

Next, the Defendants argued that TOP is not insurance, but merely a warranty given to the
secondary lenders. According to the Defendants, sellers of products customarily give warranties
relating to the character and quality of the products they manufacture and sell. From the
Defendants’ viewpoint, NMI is doing nothing more than what is customarily offered by most
sellers of products. It is simply selling a loan in the secondary market and warranting to the
purchaser that its product, i.e., the NMI mortgage, has first lien status on the property securing
the loan. Since the Commission does not regulate warranties, the Defendants argued the Rule to
Show Cause should be dismissed. ' '

Finally, the Defendants argued that the Norwest Corp. decision issued by the State of
Nebraska should not be given any precedential value in this case for several reasons. First, the
Defendants argued that the Nebraska Court and the Nebraska Code do not require a risk transfer
to constitute insurance, unlike Virginia case law and past administrative decisions of the Bureau.
Next, the Defendants argued that the Nebraska Court erroneously held that TOP is not a warranty
because NMI mortgages are liens or legal interests created by law rather than “products” which
can be warranted. Finally, the Defendants challenged several conclusions reached by the
Nebraska Court which they claim are in error, including the Court’s holding that warranties must
relate to matters within the control of a seller, and the Court’s finding that NMI assumes a risk
from the purchasers of the mortgages. All of these erroneous legal and factual findings, according
to the Defendants, should cause the Commission to discount the Nebraska decision.

DISCUSSION

Virginia Code § 38.2-123 defines “title insurance” as:
insurance against loss by reason of liens and encumbrances upon property,

defects in the title to property, and other matters affecting the title to
property or the right to the use and enjoyment of property. Title Insurance’
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includes insurance of the condition of the title to property and the status of
any lien on property.

As previously mentioned, this definition is one of approximately thirty-five different forms of
insurance defined in the Virginia Code. There are also numerous other insurance related
definitions in the Code for “insurance company,” “insurance transaction,” “insurance business,”
and “business of insurance.” However, Title 38.2 of the Code does not define the term
“insurance.” :

The Commission's resolution of this case must therefore examine several interrelated
issues. First, the Commission must determine whether TOP is insurance. If TOP is insurance, the
next issue is whether TOP meets the definition of “title insurance” found in § 38.2-123. Finally, if
TOP is found to be title insurance, the last issue which must be addressed concerns the
appropriate penalty or penalties which should be imposed on the Defendants for marketing TOP
in Virginia without a license. '

1. IS TOP INSURANCE?

The Defendants raise two primary arguments in support of their claim that TOP is not
insurance. First, they claim TOP is not insurance because there is no transfer of risk, an essential
element of every contract of insurance. Second, the Defendants argue that TOP is a warranty and
is therefore not subject to regulation by the Commission.

(2) The Transfer of Risk

While TOP provides the same, or in the Defendants' own words “better” protection than
traditional lender’s title insurance, the Defendants nevertheless insist that TOP is not insurance
because there is no transfer of a risk of loss from the secondary lenders to NMI. Rather, the
Defendants argue that NMI retains the risk of loss if a title defect arises, and this retention of risk
distinguishes TOP from insurance. I disagree.

There are several problems with the Defendants' argument which cause me to reject it.
First, the Defendants' interpretation of existing case law, and their continual references to a
“shifting” or “transfer” of risk, appear to focus more on semantics rather than the underlying
notions and fundamental characteristics of an insurance contract. In addition, the Defendants’
emphasis on semantics should not overshadow the fact that the coverage afforded by TOP is
identical in virtually every respect to the coverage provided by a traditional lender’s title insurance
policy. There are simply no legal or practical reasons why TOP and title insurance should be
treated differently by the Commission. Both represent forms of insurance which, in my opinion,
are subject to regulation by the Commission.

While the Virginia Supreme Court held in Hilb, Rogal that a shifting of risk is the essence
of insurance, there is no indication that the Court ever intended the word “shifting” to be used in
the narrow, overly restrictive context advocated by the Defendants. Rather, it appears that the
Court used the phrase “shifting of risk” merely to describe the primary, fundamental characteristic
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of insurance; namely, the process by which someone with an insurable interest insulates or
protects himself from a risk of loss through the payment of a fee. Whether this protection is
afforded by “transferring” the risk of loss, “shifting” the risk of loss, “assuming” the risk of loss,
“distributing” the risk or loss, or “retaining” the risk of loss, should not make any material
difference when deciding whether TOP constitutes insurance. Regardless of the verb used to
describe how someone protects himself from a risk of loss, the underlying nature of the
transaction, i.e., protection from a risk of loss for the payment of a fee, is exactly the same.

Just like traditional lender’s title insurance policies, TOP protects the secondary lenders
from any on- and off-record title defects which may affect the property securing a. mortgage. The
protection is granted only through the payment of a TOP fee, which is no different than a
premium paid to a licensed title insurance company. The protection afforded is exactly the same
as the protection given by a lender’s title insurance policy. In my opinion, the Commission should
not place form over substance when reviewing the TOP program by focusing solely on one word
verbs such as “transfer” or “shifting” of risk, and discounting a substantial body of case law and
other legal authorities which indicate that TOP is indeed insurance. Regardless of what the
Defendants choose to call their TOP product, TOP is insurance.

Under the Virginia Supreme Court's decision in American Surety, for example, TOP
clearly contains all of the essential elements of insurance. The subject matter insured by TOP is
the first lien status of all NMI mortgages sold in the secondary market. The risks insured against
under TOP are on- and off-record title defects. The period of risk undertaken by the Defendants
under TOP is the term of the mortgage. The amount of coverage or insurance under TOP is the
outstanding balance of the mortgage loan. Finally, the premium is the TOP fee which is paid by
the borrower. Clearly, TOP contains all of the essential elements of insurance identified by th
Virginia Supreme Court. '

TOP also meets several widely accepted definitions of insurance found in Couch on
Insurance, American Jurisprudence, and Black's Law Dictionary. These legal authorities generally
define insurance as a contract whereby one party, for a consideration (premium), promises to pay
the insured a sum of money or other valuable consideration if a covered loss occurs. TOP falls
squarely within generally accepted definitions of insurance, and it should be held as such by the
Commission.

There are, however, several administrative letters and advisory opinions issued by the
Bureau which appear to indicate that a transfer of risk to a third party must occur before a
product will be deemed to be insurance. While the Defendants relied on these letters and informal
opinions in support of their "risk transference" argument, I am unable to give the letters much, if
any, weight when deciding the issues presented in this'case. Administrative letters, informal
opinions, and recommendations of the Commission’s Staff simply do not have the force and effect
of law, nor are they binding on the Commission when deciding this case. Roanoke Gas v. Att.
General, 219 Va. 1072, 254 S.E.2d 102 (1979).

If the Defendants relied on the Bureau’s informal opinions when developing the TOP
program, then perhaps the letters and informal opinions would have some degree of relevance for
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purposes of demonstrating some mitigating circumstances which may affect the size of any
penalty imposed in this case. However, the Bureau’s informal opinions do not, and indeed
cannot, displace the decision-making function of the Commission when deciding whether or not
TOP is insurance. This decision rests squarely within the decision-making authority of the
Commission, and the Bureau’s past administrative letters should be given no more weight than
any other argument raised in this case.

(b) Warranty v. Insurance

The Defendants next argue that NMI's contractual obligations under TOP are more in the
nature of warranties rather than insurance. Since the Commission does not regulate warranties,
the Defendants argue that a license is not required to provide TOP in Virginia, and that the Rule
to Show Cause should therefore be dismissed.

Insurance and warranties, of course, enjoy many similar characteristics. Both insurance
and warranties, for example, are commonly used to protect people from suffering an economic
loss. If a loss occurs, the insurer or warrantor will shoulder the burden of incurring all, or a
portion of the costs necessary to protect a person from suffering an economic loss due to a
defective product or unexpected event. While warranties are customarily given in conjunction
with a sale of goods at no additional cost, in some cases warranties may also be given for an
extended period of time upon the payment of an additional fee, much like an insurance premium.

Given the similarities between warranties and insurance, it is easy to understand why there
is some difficulty attempting to draw a clear distinction between the two. The Defendants'’
argument that TOP is a warranty not subject to Commission regulation certainly appears
reasonable at first glance. However, a closer examination of the legal distinctions drawn between
warranties and insurance by existing case law and several well recognized legal authorities clearly
reveals that TOP is not a warranty.

In Norwest Corp., the Nebraska Court held that TOP was not a warranty because an NMI
mortgage is a lien or interest created by law rather than a manufactured "product" which could be
warranted. While LTIC and VLTA argue that the Commission should adopt a similar view in this
case and hold that NMI mortgages are not "products" which can be warranted, it is not necessary
to address this issue in the context of this case. Even if you assume that an NMI mortgage is a
"product” for purposes of discussion, the coverage offered by TOP is not a warranty in the
traditional sense.

A leading treatist on insurance draws the following distinction between warranties and
insurance: ' ‘

Whether a warranty amounts to insurance depends upon its terms. .. A
warranty or guaranty issued to a purchaser in connection with the sale of
goods containing an agreement to indemnify against loss or damage
resulting from perils outside of and unrelated to inherent weaknesses in the
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goods themselves, constitutes a contract substantially amounting to
insurance . . . .

1 Couch on Insurance 2d (Rev. ed.) § 1.15. In other words, if the risk of loss assumed by a seller
is subject to his control during the manufacturing process, then the coverage offered is generally
held to be a warranty. Thus, when a seller of a new laptop computer with a pentium chip
warrants that the computer will be free from any defects in materials or workmanship for two
years, the manufacturer is clearly giving the purchaser a warranty. A subsequent meltdown of the
pentium chip or a loss of the hard disk memory in cyberspace within the two year warranty period
would protect the buyer, and the protection afforded would clearly be classified as a warranty,
rather than insurance. -

If, on the other hand, the seller gives a warranty which protects the purchaser from losses
caused by perils unrelated to the manufacture of the product and outside the seller's control, the
promise to indemnify is more in the nature of insurance. Accordingly, if a seller agrees to repair
or replace the pentium laptop for any damages caused by theft, fire, water, or any other peril
unrelated to the manufacture of the laptop and outside the seller's control, the promise to
indemnify is more in the nature of insurance, even if the seller calls the promise to indemnify a
“warranty.” '

Case law is generally in accord with the distinctions between a warranty and insurance
cited by Couch and illustrated in the above hypothetical example. For example, in Rayos v.
Chrysler Credit Corp., 683 S.W.2d 546, 548 (Tex. 1985), the Texas Court of Appeals held that
“a warranty is issued to provide protection against defects or failures in a product, whereas an
insurance policy is issued to provide reimbursement or indemnity based on an accident or
occurrence unrelated to any defect or failure in the product.” Stated differently, when a seller
warrants to protect a person from losses unrelated to a product or losses outside the seller's -
control, the seller is providing insurance.

Similar distinctions have been drawn in other jurisdictions. In Ollendorff Watch Co. v.
Pink, 1TN.E.2d 676 (N.Y. 1938), the New York Court of Appeals held that a certificate issued
by a watch manufacturer whereby it agreed to replace the watch if it was lost or stolen within one
year from the date of purchase constituted insurance. Why? Because the risks assumed by the
seller, i.e., damages caused by loss or theft, were not related to the manufacture of the watch and
certainly not within the seller’s control. Similarly, in State ex rel. Duffy v. Western Auto Supply
Co., 16 N.E.2d 256 (Ohio 1938), the Supreme Court of Ohio held that a guarantee to replace
tires within a specified period for any reason constituted insurance. Once again, the risk of loss
for such items as punctures, cuts or other road hazards was not related to the manufacture of the
product, nor were such road hazards within the seller's control during the manufacturing process.

Under the guidelines used to distinguish between warranties and insurance cited above, it
is clear that TOP is not a warranty for two primary reasons. First, under TOP, NMI assumes the
risk of both on- and off-record title defects by guaranteeing an NMI mortgage has first lien status.
However, any losses resulting from a title defect, particularly off-record defects, are unrelated to
any defect or failure in the loan, or the so-called “product,” sold by NMI. Rather, the title defects
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relate to the collateral securing the loan, rather than the loan itself. More importantly, the
potential economic loss from such title defects would exist whether or not the loan was ever made
by NMLI, or whether or not the Defendants even existed. Title defects, particularly off-record
defects, are not by any stretch of the imagination within the control of the Defendants, and they
are totally unrelated to NMI’s “manufacture” of the loan by executing the appropriate legal
paperwork to make, secure, and close the loan. Title defects are related to the collateral securing
the loan, and the Defendants certainly do not manufacture the real property securing the loan.

One of the teachings of the legal authorities cited above, is that a true warranty must relate
to defects subject to the control of the manufacturer or seller during the manufacturing process.
- In the current case, the Defendants can obviously exercise some degree of control over an NMI
loan. They can control how the title search is conducted by ALTC. ALTC can also exercise
control over the quality of its title search by assuring that all on-record liens and encumbrances
are discovered. The Defendants can also exercise control over the preparation of the loan
documents in an effort to assure that the documents are in proper form, comply with all legal
formalities, and are properly recorded. All of these elements of the mortgage loan are within the
control of ALTC and NMI, and they would appear to be warrantable items. However, TOP also
provides coverage for off-record defects -- defects which are far outside of their control, and
defects which cannot be discovered with even the most diligent title search by ALTC.

Exhibit No. JG-17 lists a number of off-record defects which may not be discoverable
during a title search. Forged deeds may be recorded purporting to transfer ownership of
property, releases may be fraudulently recorded, undisclosed or missing heirs may exist, attorney

-defalcations may have occurred, and a whole host of other off-record defects may exist which
would not be discoverable during even the most diligent title search by ALTC. These off-record
defects are far outside of the control of the Defendants when NMI makes a loan, yet TOP
nevertheless covers all such title defects.

I therefore find that TOP is not a warranty, but insurance. ' The primary coverage offered
by TOP is to protect the secondary lender in the event of an adverse title claim against the
collateral which may affect the lender's first lien status. However, unlike a traditional warranty,
the risk of loss is only incidentally related to the Defendants' product, an NMI loan. NMI and
Norwest are, in reality, assuming the risk of a title defect on the collateral securing the loan. By
no stretch of the imagination can the property securing the loan be deemed to be the Defendants’
“product,” and therefore a warrantable item. Under the traditional guidelines established by prior
case law, a warranty cannot be given for perils outside the manufacturer’s or seller's control.

2. IS TOP TITLE INSURANCE?

’

Having found that TOP is a form of insurance, the next issue is whether TOP is title
insurance. Under Code § 38.2-123, title insurance is defined as insurance against loss by reason
of liens or encumbrances upon property and defects in title to property. The definition also
includes insurance of the condition of the title to property and the status of any lien on the

property. -
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TOP falls squarely within the definition of title insurance found in Code § 38.2-123. Itis
insurance which protects secondary lenders from economic losses caused by reason of liens and
encumbrances on property securing an NMI loan. TOP also guarantees an NMI loan’s first lien
status by protecting the secondary lenders from any loss caused by any on- or off-record title
defects during the term of a loan. Clearly, TOP is title insurance.

3. RECOMMENDED PENALTY

By the Defendants' own admissions, they do not possess a license authorizing them to
transact the business of title insurance in Virginia. The Joint Stipulation of Facts also contains
sixty instances where TOP or TOP Plus was sold in Virginia by the Defendants. (Exh. No. JSF-1,
Tab 19). The Joint Stipulation of Facts also indicates that Defendants collected approximately
$20,500 in TOP fees in Virginia. (Id.).

For their sixty violations of Virginia Code § 38.2-1024, the Bureau requests that the
Commission: (1) order the Defendants to cease and desist from any further violations of Code
§ 38.2-1024; (2) penalize the Defendants an amount of $5,000 for each violation of Code § 38.2-
1024, for a total fine of $300,000; and (3) revoke ALTC's license as a title insurance agency.

While I agree that the Defendants should be ordered to cease and desist from any further
conduct which violates Code § 38.2-1024, I find that the additional penalties sought by the
Bureau are excessive and unwarranted based on the evidence presented in this case. The Bureau's
request of a $5,000 penalty per offense is based on the Bureau’s assertion that the Defendants
willfully violated Code § 38.2-1024 by developing and marketing TOP in Virginia. However, the
evidence presented in this case is insufficient to show that the Defendants engaged in any willful
or wanton conduct designed to purposefully evade the licensing requirements imposed by the
Code.

Black's Law Dictionary defines “willful” as an act “done voluntarily and intentionally and
with the specific intent to do something the law forbids....” Id. at 1599 (6th ed. 1990). Similarly,
in United States v. Ramey, 336 F.2d 512, 515 (4th Cir. 1964), the U.S. Court of Appeals for the
4th Circuit held that “the words ‘willful' and ‘willfully' generally imply a conscious purpose to do
wrong.” Accordingly, in order to penalize the Defendants $5,000 per violation, it would be
necessary for the Commission to find that TOP was voluntarily and intentionally developed by the
Defendants to specifically evade Virginia's licensing requirements for title insurance companies.
The record, in my opinion, simply does not support such a finding.

The only evidence offered to support the Defendants' alleged willful conduct was an
admission by the Defendants that the Federal Reserve Bank of Minneapolis prevented Norwest
from forming an independent subsidiary to engage in the title insurance business. After the
Federal Reserve's decision, NMI and ALTC began to develop TOP as an alternative to traditional
title insurance. However, there was no additional evidence offered in this case which would tend
to prove that the Defendants were intentionally attempting to evade state licensing laws by
developing TOP. Nor was there any evidence presented which tends to show that the Defendants
knew TOP was title insurance or that they consciously and purposefully disregarded Virginia’s
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licensing laws when developing TOP. Rather, all the documents submitted in this case appear to
indicate that the Defendants legitimately believed that TOP could be offered as a reasonable
alternative to traditional title insurance without complying with state licensing laws applicable to
title insurance. :

I am therefore unable to find that the Defendants engaged in willful or wanton conduct
justifying the imposition of a $5,000 penalty for each of the sixty instances where TOP was sold in
Virginia. Rather, under the facts developed in this case, I find that a maximum penalty of $1,000
per violation can and should be imposed under Code § 38.2-218 B. This would result in a total
penalty of $60,000 being assessed against the Defendants. I further find, however, that $30,000
of the penalty should be suspended upon the condition the Defendants commit no further
violations of Virginia Code § 38.2-1024, and provided the Defendants pay a $30,000 penalty
within thirty (30) days of the Commission's final order in this case.

Finally, I find that the ALTC's license as a title insurance agency should not be suspended
or revoked. The monetary penalty recommended herein is sufficient punishment, in my opinion,
for the Defendants' sixty violations of the Code.

FINDINGS AND RECOMMENDATIONS

In conclusion, based on the evidence received in this case, and for the reasons set forth
above, I find that:

(1) Norwest Corporation, Norwest Mortgage, Inc., and American Land Title Company,
Inc. (“Defendants™), violated Virginia Code § 38.2-1024 on at least sixty occasions by transacting
the business of title insurance in Virginia without first obtaining a title insurance company license
from the Commission;

(2) That the Defendants should be jointly and severally penalized the sum of $1,000 for
each violation of Virginia Code § 38.2-1024, for a total penalty of $60,000; provided, however,
that $30,000 of the penalty should be suspended upon the condition the Defendants commit no
further violations of Virginia Code § 38.2-1024, and provided the Defendants pay a $30,000
penalty to the Commission within thirty (30) days of the Commission's final order in this case; and

(3) That the Defendants should be ordered to cease and desist from any further conduct
which constitutes a violation of Virginia Code § 38.2-1024, and the Defendants should be
immediately directed to cease offering TOP and TOP Plus in Virginia until such time as the
Defendants obtain a license to transact the business of title insurance in Virginia.

In accordance with the above findings, I RECOMMEND that the Commission enter an
order that:

(1) ADOPTS the findings in this Report,

812



(2) PENALIZES the Defendants the amount of $60,000, with $30,000 of the penalty
suspended upon the condition the Defendants commit no further violations of Virginia Code
§ 38.2-1024, and provided the Defendants pay a $30,000 penalty to the Commission within thirty
(30) days of the Commission's final order in this case; and

(3) DIRECTS the Defendants to cease and desist from any further conduct which
constitutes a violation of Virginia Code § 38.2-1024, and further DIRECTS the Defendants to
immediately cease offering TOP and TOP Plus in Virginia.

- €O NTS

The parties are advised that any comments (Rule 5:15(e)) to this Report must be filed with
the Clerk of the Commission in writing, in an original and fifteen (15) copies, within fifteen (15)
days from the date hereof. The mailing address to which any such filing must be sent is Document
Control Center, P.O. Box 2118, Richmond, Virginia 23218. Any party filing such comments shall
attach a certificate to the foot of such document certifying that copies have been mailed or
delivered to all.other counsel of record and to any party not represented by counsel.

Senior Hearing Examiner

Document Control Center is requested to mail or deliver a copy of this Report on
April 25, 1996 to: John P. Thornton, c/o Norwest Corporation, et al., 6th & Marquette,
Minneapolis, MN 55479-1052; Stephen D. Morrison, Esquire, 405 S.W. 5th Street, Des Moines,
IA 50309-4626; David F. Peters, Esquire, and Louanna Godwin, Esquire, Hunton & Williams,
Riverfront Plaza, East Tower, 951 East Byrd Street, Richmond, VA 23219-4074; C. William
Waechter, Esquire, and Ralph L. ("Bill") Axselle, Esquire, Williams, Mullen, Christian & Dobbins,
P.O. Box 1320, Richmond, VA 23210-1320; Michael D. Thomas, Commission counsel; and to
the Bureau of Insurance in care of Deputy Commissioner Mary M. Bannister.
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* DOCUMENT CONTROL COMMONWEALTH OF VIRGINIA
66 OCT 28 PH 323  STATE CORPORATION COMMISSION
| At Richmond OCTOBER 28, 1996

COMMONWEALTH OF VIRGINIA
At the relation of the
STATE CORPORATION COMMISSION

V. CASE NO. INS950079
NORWEST CORPORATION,
NORanSdT MORTGAGE, INC. |

AMERICAN LAND TITLE COMPANY, INC.
Defendants

FINAL ORDER AND OPINION

The underlying Rule to Show Cause in this case was issued after an investigation
conducted by the Bureau of Insurance (“Bureau”) undertaken in response to a complaint
made by Lawyers Title Insurance Corporation (“LTIC”). A Hearing Examiner was
appointed to receive evidence, make findings, and report to the Commission. After the
Rule to Show Cause was issued, LTIC and Virginia Land Title Association (“VLTA”)
requested, and were permitted, to participate in this proceedings as party complainant and
intervener, respectively.

A hearing was conducted before tbe Examiner on November 14, 1995.
Subsequently, all parties were allowed to file Post-Hearing Briefs. The Final Report of the

Hearing Examiner was filed on April 25, 1996, and the Defendants filed comments

thereon.
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For the most part, the facts in the case are not in dispute; the controversy centers
rather upon the parties’ conflicting interpretations of Virginia law. The facts are as
follows: |

Norwest Corporation (“NC") is a bank holding company and the parent company
of Norwest Mortgage, Inc. (“NMT”) and American Land Title Company, Inc. (“*ALTC”).
NMI originates residential first mortgage loans and sells the bulk of these loans in the
secondary market to entities such as the Federal National Mortgage Association (“Fannie
Mae”), the Federal Home Loan Mortgage Association (“Freddie Mac™), and the
Government National Mortgage Association (“Ginnie Mae™).! ALTC is a title insurance
agency licensed in Virginia to procure title insurance policies from licensed title insurance
companies.

In 1992, NMI and ALTC began to develop a program called “Title Option Plus”
(“TOP”). TOP is available to NMI borrowers on loans secured by mortgages on pre-
existing individual residences. Under this program, ALTC prepares a “Title Condition
Report.” If the report reveals no title defects, NMI will make the loan without requiring
the borrower to purchase a lender’s title insurance policy. In general, the TOP fee is 10%
less than the premium on a lender’s ﬁtle insurancé policy.

Before the development of TOP, secondary purchasers of NMI'’s loans required
such loans to be backed by either lender’s title insurance or a lawyer’s title opinion. The
documents conveying the loan to the secéndary market also contained the iender’s

guarantee as to the first lien status of the loan sold. Now, by a special agreement

! NMI sells 53% of its loans to Ginnie Mae, 23% to Freddie Mac, and 16% to Fannie Mae. The record is
silent as to the disposition of the remaining 8% of the loans.
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négotiated by NC and NMI, Fannie Mae and Freddie Mac will accept TOP in lieu of
lender’s title insurance or an attorney’s title opinion. With TOP, NMI agrees to cure any
title defect in the loan secured by the mortgage, or to r;purchase the loan from these
secondary purchasers, and NC further guarantees NMI’s performance. Ginnie Mae does
not require the additional guarantee from NC, but also accepts TOP on loans sold to it by
NML

The Examiner concluded that TOP constituted insurance: “TOP falls squarely
within the definition of title insurance found in Code'§ 38.2-123. It is insurance which
protects secondary lenders from economic losses caused by reason of liens and
encumbrances on property securing an NMI loan. TOP also guarantees an NMI loan’s
first lien status by protecting the secondary lenders from any loss caused by any on- or off-
record title defects during the term of the loan. Clearly, TOP is title insurance.”® On the
basis of that finding, the Examiner recommended that the Commission enjoin the
Defendants from offering TOP in the Commonwealth and impose a $60,000 fine,
suspending half of the fine on the condition that the Defendants cease selling TOP in
Virginia. On May 10, 1996, the Defendants filed their comments on the Examiner’s
Report. |

NOW THE COMMISSION, having considered the Examiner’s Report, the
comments and exceptions thereto, the record evidence herein, as well as the relevant rules
and statutes, is of the opinion and finds that TOP is not insurance under the current state

of the law in Virginia. While the public interest may necessitate that products such as TOP

2 Report, at 14.
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be regulated, until the General Assembly acts to grant the Commission authority over such
products, there is no basis upon which the Commission may act. Accordingly, the
Commission will dismiss the Rule to Show Cause. |

The Commission finds that TOP does not involve the shifting of risk that is
essential to the creation of insurance. NMI, like any lender, incurs a risk that the priority
of its lien. is not what it believed it to be when the loan was made. NMI creates and bears
that risk itself by virtue of its decision to make the loan. When lender’s title insurance is
purchased, NMI (the lender) transfers its risk to the iitle insurance company. But where
TOP is involved, NMI retains the title risk.

The issue in this case is whether TOP is insurance. There is no definition of
insurance in the Code of Virginia.’ In concluding that TOP constitutes insurance, the
Hearing Examiner principally focuses on two cases.* The Report lists and relies upon the
five elements necessary for a contract of insurance included in American Surety and states
that these elements are present in TOP, thus rendering TOP “insurance” in the Examiner’s
view. The Report suggests that Defendants’ emphasis on the element of transference of
risk, as mentioned in Hilb, “focus[es] more on semantics rather than the underlying
notions and fundamental characterisiics of an insﬁrance contract.™ While the Examiner
acknowledges that the Virginia Supreme Court held, in Hilb, that “shifting of the risk is

the essence ofinsurance,™ he found “no indication that the Court ever intended the word

3 Various kinds of insurance are listed in the Code, but they all assume a definition of insurance. See,
Code §§ 38.2-101 through -137.

4 American Surety Company v. Commonwealth, 180 Va. 97 (1941) and Hilb, Rogal and Hamilton
Companv v. DePew, 247 Va. 240 (1994). In their Comments, Defendants also cited Variable Annuity
Life Insurance Companv v. Clarke, 998 F.2d 1295 (5th Cir. 1993).

> Report, at 9.
¢ Hilb, at 248, citing Variable Annuitv Life, at 1301.
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‘shifting’ to be used in the narrow, overly restrictive context advocated by the
Defendants.”” The Commission must disagree with the Examiner’s analysis and
conclusions. |

The Supreme Court of Virginia, in Hilb, a case where one of the dispositive issues
was whether a particular transaction was insurance, stated that “shifting of the risk is the
essence of insurance.” Further, the test applied to determine whether there was insurance
in that case was whether there was a transfer of risk.

The Commission is of the opinion that the Examiner’s reliance on American Surety
is based upon a misinterpretation of that decision. The Court in American Surety first
determined that fidelity insurance was involved. In so doing, it defined fidelity insurance

by quoting with approval from Corpus Juris:

Fidelity insurance, as the term is usually employed, is a

contract whereby one, for a consideration, agrees to

indemnify another against loss arising from the want of

honesty, integrity, or fidelity of employees or others holding

positions of trust.®
There was thus the transfer of risk, “whereby one, for a consideration, agrees to indemnify
another against loss . . ..” Once the Court determined that insurance was involved, it then
set out the elements necessary to establish an enforceable contract for insurance. The five
elements relied on by the Examiner are the elements necessary to create a contract for
insurance once it has been determined that the contract is to be one for insurance. The

“elements” constitute the test to determine whether there is or is not a contract; the test of

whether there is or is not insurance is the transfer of risk.

7 Report, at 9.
® American Suretv, at 104.
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The Commissioner of Insurance has, through the issuance of Administrative
Letters, recognized the critical distinction between products that involve risk retention and
products that involve risk transference. In Administrative Letter 1995-10, the

Commissioner of Insurance wrote:

An employer may self-fund health benefits for its
employees and contract with an administrator in an ASO
[Administrative Services Only] agreement to process claims
and provide access to a network of providers. In such

cases, the employer bears the ultimate risk of loss for all

health care claims incurred by its employees. Furthermore,
the employer may self-fund to cover its entire risk of loss, or
it may self-fund to a certain dollar cap and purchase stop-
loss insurance to cover any health care claims that exceed an

individual or aggregate cap.

However, with a capitated ASO agreement, the
employer, for a fixed fee per employee, transfers all or a
portion of'its risk of loss for health care claims of its
employees to an administrator, health care provider or other
entity. This type of agreement constitutes a contract of
insurance under Virginia law.’

The Bureau of Insurance has drawn similar distinctions between extended warranty
service plans offered by automobile manufacturers or dealers and those offered by third
parties. In Administrative Letter 1982-10, the Commissioner of Insurance wrote that
“such contracts, by whatever name called, are policies of mechanical breakdown insurance
if offered by a person other than the manufacturer or seller of the covered motor vehicle...

[while] contracts offered by the manufacturer or seller of the covered motor vehicle are

more in the nature of warranties than of insurance. The primary risk of loss under such

® Ex MMB-5, p. 1. Emphases added.
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contracts must remain with and be borne by the manufacturer or seller, or the contract will
be deemed to be an insurance policy.”"°

While we are not bound by the opinions of the ﬁureau, the reasoning contained in
these administrative letters is both persuasive and consistent with the view of the Virginia
Supreme Court that the “shifting of the risk is the essence of insurance.” Further,
adoption of the Examiner’s view would reverse the basis for these administrative rulings
and create at least great uncertainty in the industry. This we should not do unless legally
required, or presented with strong poliéy reason, to ao so. Neither basis exists here.

The Commission must also disagree with the Examiner with respect to the
“warranty” issue. It appears that his analysis is tied to the concept of warranties for
manufactured products. He concludes that if the warranty “protects the purchaser from
losses caused by perils unrelated to the manufacture of the product and outside the seller’s
control, the promise to indemnify is more in the nature of insurance.”®® The Report
explains how the “warranty” NMI makes to the purchaser of the loans protects the
purchaser against off-record defects in the chain of title and also opines that off-record
defects do not relate to the NMI “product,” i.e., the loan, but to the collateral securing the
loan. The Report concludes that siﬁce these oﬁ'—fecord defects could not be under the
control of the Defendants, TOP could not be a warranty and must instead be insurance.

This Mysis ignores the fundamental elements of many basic business

transactions. There are many “warranties” that do not relate to “products” as described in

19 Ex. MMB-4, p.2.
' Report, at 12.
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the Report.'> Warranties are a vital part of most business transactions and are pé::t of the
consideration for many sales. For example, the seller of a business, whether assets or
stock, often has to warrant many things that are not pré)ducts of his company and are far
beyond his control. In such a transfer, the seller may be required to warrant that his
company has free and clear title to all the company equipment, the trucks to deliver the
goods, and the land on which the company is located. He may have to warrant that the
leases for the company outlets are valid and enforceable. These warranties include many,
if not all, of the same risks the Examiner describes, at page 13 of the Report, as beyond
NMTI’s control. There is clearly consideration for these warranties; the buyer would either
not make the purchase or would pay less if the seller did not retain the risks that are
beyond the control of either party. The Examiner’s narrow reasoning would imply, if not
require, that such transactions be deemed to constitute insurance and thus be subject to
regulation. Yet, there has been no suggestion that these daily business transactions
constitute insurance.
According to the record, all sellers of loans to Freddie Mac, Fannie Mae and
Ginnie Mae must agree to indemnify these purchﬁsers against the risk that the lien may not
have first priority. These purchaserg require that fhe seller of the loans obtain either an
-opinion of counsel, a lender’s title insurance policy, or, in the case of NMI, TOP. In the
first instance, the seller of the loan obtains an opinion of couﬂsel as to the priority of his
lien. Similarly, NMI obtains a title condition report where TOP is involve&. In both cases,

the seller of the loan retains all of the risks of off-record defects in the chain of title,

12 While Defendants make an excellent case that the mortgage loan is a “product” as envisioned by the
Examiner, such a finding is unnecessary.
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clerk’s errors and other non-disclosed and non-conveyed interests, which are all matters
beyond the control of the seller and discovery by the title examiner. Part of the
consideration for making the loans necessarily includgs. compensation for thése risks.
Under the Examiner’s reasoning, all loan sales where an opinion of counsel is involved
must also include insurance because, just like the NMI-TOP situation, a risk beyond the
control of the seller is being retained and there is compensation for it."* There has been no
suggestibn that sales of loans accompanied by an opinion of counsel rather than title
insurance involve insurance. They do not. Nor does TOP. The only differences are that
TOP includes a title condition report rather than an opinion of counsel and the borrower’s
funds go to NMI’s affiliate ALTC for the title search rather than to the lawyer. In
substance, each transaction is identical. Neither case involves insurance.

As noted above, the Examiner interpreted Hilb to mean there need not be a shifting
or transference of risk for insurance to arise. Instead, in his view, protection against risk
may be afforded by “‘transferring’ the risk of loss, ‘shifting’ the risk of loss, ‘assuming’
the risk of loss, “distributing’ the risk of loss, or ‘retaining’ the risk of loss.”* Clearly, one
may protect against risk of loss by various means. However, only when one pays another
to take over one’s own risk of loss is insurance éreated. The Examiner’s reading does not,
therefore, interpret Hilb, but rather would require an overruling of it. Contrary to the
Examiner’s interpretation, the Supreme Court, i‘n Hilb, stated and held that “shifting of the -

risk is the essence of insurance,” not assumption or retention of one’s own risk. Thisis a

13 1t should be clear that all lenders obtain compensation in some form for bearing these off-record risks,
as well as all other risks associated with their business. Where opinion of counsel accompanies a loan, the
compensation for the off-record risks is part of the basic fees for making the loan; NMI is similarly
compensated where TOP and a title condition report is involved.

4 Report, at 10.
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critical distinction and not a matter of semantics only. Further guidance is provided by
Variable Annuity Life.

In Variable Annuity Life, the issue was whethel.- banks, which were then prohibited
from dealing in insurance products, could sell annuities. The Court ruled that annuities
were insurance, relying on the United States Supreme Court’s definition of insurance in
Group Life & Health Ins. Co.v. Roval Drug Co., that “[i]nsurance is an arrangement for
transferring and distributing risk.”** The Court, in Variable Annuity Life, found that both
“life insurance and annuities transfer the economic risk of death from the policyholderto -
the insurance company.” Risk transference was the dispositive factor in this case, as in
Hilb.

Every lender “assumes” lien priority risks every time it makes a loan. Some
lenders protect themselves from these risks by transferring them to a title insurance
company. Others lender’s protect themselves by receiving opinions of counsel or, with
TOP, title condition reports. In either of the latter cases, the lender retains lien priority
risks beyond his control, i.e., beyond the ability of the title examiner to discover them.
Under the Examiner’s reading of Hilb, all loans, even those without title insurance, must
necessarily involve insurance becausé of the lendér’s “assumption” and "retention” of
these risks. Clearly, the “assumption” and “retention” of lien priority risks by the lender
cannot equate-to the transfer of risk required by Hilb.

Another problem with the Examiner’s analysis is that the question of whether TOP

is insurance cannot be answered at the time the TOP transaction occurs. The Examiner’s

15 440 U.S. 205, 211; 99 S.CL 1067, 1073; 59 L.Ed.2d 261 (1979), quoting R Keeton, Insurance Law §

1.2(a) (1971).
1 998 F.2d 1295, 1301 (5th Cir. 1993).
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determination that TOP constitutes insurance depends on the sale of the loan into the
secondary market and the guarantees and warranties relaied to such sales. Thus, if NMI
were to retain a loan in which TOP is involved, there vi;ou!d. under the Examiner’s
rationale, be no insurance. The determination of whether TOP is insurance should be
made when the TOP transaction occurs. With a lender’s title policy, there is a transfer of
risk from the lender to the title company and the fact that this constitutes insurance can be
dete:ﬁﬁneé when the policy is issued. If NMI were to keep a loan with TOP, there would
never be “insurance” under the Examiner’s rationale because there would be no sale with
the attendant warranties or guarantees; that are needed to create insurance. While NMI
apparently sells all or most of its loans, other lenders do not. Under the Report’s analysis,
if a lender adopted the TOP program and retained some or all of its loans for a period of
time, then, perhaps years after a loan was made, TOP would suddenly become “insurance”
at the time of the sale of the loan. The Hilb Court’s requirement of the transfer of risk
avoids this flaw. When the transaction occurs it can be determined whether it is insurance.
Finally, it must again be remembered that the issue in this case is whether TOP is
insurance. The Examiner appears to conclude that if a product looks like insurance, and is
sold like insurance, it must be insuraﬁce. 7 Such 1s not the case under the current state of

the law in Virginia, however, where the transfer of risk “is the essence of insurance.”

17 Nebraska statutes define insurance to include, under certain circumstances, the “equivalent” of

specified activities that could make TOP insurance. See, Norwest Corp. v, State of Neb. Dept. of Ins,,
Docket No. 527 (Lancaster County, Neb. Dist. Ct, Jan. 5, 1996) and NEB. REV. STAT. § 44-1942.

Virginia has no comparable statutes,
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There being no transference of risk in the creation and issuance of TOP, it is
simply not insurance. We have no authority to act here. Therefore, we must dismiss the
Rule to Show Cause. Accordingly, |

IT IS ORDERED THAT:

(1) The Rule to Show cause be, and hereby is, dismissed; and

(2) The papers herein be placed in the file for ended causes.

AN ATTESTED COPY hereof shall be sent by the Clerk of the Commission to:
Norwest Corporation, et al., 6th & Mai'quette, Minn.eapolis, Minnesota 55479-1052;
Stephen D. Morrison, Esquire, Norwest Mortgage, Inc., 405 S.W. 5th Street, Des
Moines, Iowa 50309-4626; David F. Peters, Esquire, and Louanna Godwin, Esquire,
Hunton & Williams, Riverfront Plaza, East Tower, 951 East Byrd Street, Richmond,
Virginia 23219-4074; C. William Waechter, Jr., Esquire, and Ralph L. Axselle, Esquire,
Williams, Mullen, Christian & Dobbins, P.O. Box 1320, Richmond, Virginia 23210-1320;

and to the Bureau of Insurance, in care of Deputy Commissioner Mary M. Bannister.

A True Copy
Teste:
. ) Clerk of the

N State Corporation Commission
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SUPREME COURT OF VIRGINIA RICHMOND, WRSINIA
AT RICHMOND

LAWYERS TITLE INSURANCE CORPORATION, )
Appellant, )
) Record No. 970385
V. )
) S.C.C. Case
NORWEST CORPORATION, et al., : ) No. INS950079
' Appellees. )

SSIGNMENTS O OR

Lawyers Title Insurance Corporation, pursuant to Rule 5:21(i) of the Rules of
the Supreme Court of Virginia, assigns error as follows to the Final Order and Opinion
entered by the State Corporation Commission (“Commission”) on October 28, 1996, in
Case No. INS950079:

1. The Commission’s Final Order and Opinion concluded that the Title
Option Plus (“TOP") program conducted in Virginia by Norwest Mortgage, Inc. and
its affiliated companies does not constitute the business of insurance subject to
regulation by the Commission because the TOP program does not involve a transfer or
shifting of risk, an essential eiémem of msurance under Virginia jurisprudence. The
Commission’s conclusion in that regard is not supported by evidence in the record; is
arbitrary, capricious and constitutes an unreasonable exercise of the Commission’s

authority; and is erroneous as a matter of law.
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2. The Commission’s Final Order and Opinion concluded that the TOP
program does not constitute the business of insurance because the program is
indistinguishable from warranties made by sellers of goods or services in many daily
business transactions. The Commission’s conclusion in that regard is not supported by
evidence in the record; is arbitrary, capricious and constitutes an unreasonable exercise
of the Commission’s authority; and is erroneous as a matter of law.

Respectfully submitted,

LAWYERS TITLE INSURANCE
CORPORATION

By
Counsel

Howard W. Dobbins

Ralph L. “Bill” Axselle, Jr.

C. William Waechter, Jr.

Charles E. Wall

Williams Mullen Christian & Dobbins
Post Office Box 1320

Richmond, Virginia 23218-1320
(804) 643-1991
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ERTIFIC F SERVICE
The undersiéned certifies that a copy of the foregoing Assignments of Error was
mailed or delivered by hand to The Honorable James S. Gilmore, III, Attorney
General, Commonwealth of Virginia, 900 East Main Street, Richmond, Virginia
23219; James C. Dimitri, General Counsel, State Corporation Commission, 1300 East
Main Street, Richmond, Virginia 23219; and David F. Peters, Esquire, and Louanna
dewin, E.squire, Hunton & Williams, Riverfront Plaza, East Tower, 951 East Byrd

Street, Richmond, Virginia 23219-4074, this 21st day of March, 1997.

ouem
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