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What Happens in Escrow?
An csCrow 15 an arrangamenl in which a
desamilerested thaed party, Cilled an escrow
hidader, hosleds begal documents ancd fumds
an behall ol o buyer and seller, and
dustrabates them sccordang Lo the buyer s
and seller’s mstructons,

Peopk: buying and selling real estive
ofien open an escrow for their protection
anl convenience. The buyer can instruct
the escrow hokler to disburse the purchise
price only upon the satistaction of cenain
prercquisites and conditions. The seller
can instmuet the escrow holder o retwin
posscssion of the dead 16 the buyver until
the seller’s requinemenis, including
receip of the punchase price, are met,
Both rely on the escrow holder o carry
oul Faithfully their muteally consisien:
instructanns relal ill&'_ Lok Flee tramsaction

il 1o mdvise them il any ol i
instructions are nol muiually consisien
o cannol be camed oul,

An eserow 1% conwenient Tor the buoyer

Escrow Instructions
EAcrony nsifuchions ane Writken Jociimenis,
signed by the panies giving them, which

Who May Hold Escrows?
e escronw hodder may be any disintenesied
third party {although some sunes neguine
henl cemann escrow hinkbers be licenscl), direct the escmw oflicer in i specil
e @are two LT HTT N PHE TS Tow "\-q.'ll.'\ll.lllll_: sLepes b0 e completed a0 the escrow G b
an cseabhished, |:|I1I|.'|'r|.'||.-:l|.'|'|l ERCPOW DI, an Elosid,

aiwd seller Because both can move loarwad
sepsarately bt simultaneously i providing
Inspeclions, reports, loan commatments
wind Tumds, deeds and mony other tlens,
using the escrow hobder as the central
depasiting point. If the instrctisns from
ull pairties g0 an eserow wre cleardy drafted,
fully detmled and mutwally consistent. the
cuerony holder can take many actions on
their hehall without funber consaltation
This saves time s facilites the -."|1lhi|l,'l'
Eransact o

ANOImeY, 6 ai SLCrow allieer with a hank,

Typical instructions include

the following:

* The methind by which the escrow halder 15
o receivie and hold the purchise pricg o
be pasd by the buyer.

= The conditions under which a lapse of
time or brewch of purchose contract
provision will tzrminate the escrow
without o closing.

* The instructssn and aothorization fo the

S, of TilE [nsiEramce CONMnY, Cne 1s
Meal feal eate tEvmsachons TE{QUITE i
e imiElons ankomnt ol 1echiecal CRETILCNCE
and Lnoww ||_'-:I_|__'u I landlke ~.||r|r||'|||:r. I
olfer 1% Lhal the escnow hedder will generally
be responsible lor sale-guarding wnd
properly distnbuting the purchase price.
Escrww offiocrs with estublished firms
generlly ore expericnced and tramed n

=al estate procedures, titke iisurnee, Hes,

deeds and insurunce.

Impartiality

An escrow officer must remain completely
impartial throughout the endire escrow
process. He or she will monmally adopt a
courcous but rather formal manner when
dealing with pariies o the escrow, keeping
conversation @ the magitiers o hand in the
escrow, This formal behavior s meant for
the benefit of all concerned, since the
escrow officer must follow the insirsciions
af both pamies withoul bias,

escrow holder fo disburse funds for
recording fees, title insusance policy, real
estate commissions, and any olher closing

costs incurred through escrow,

= [ngimections as i the proration of insurance

and taxes

= Insiructions (o ihe escrow holder on the

pasmment of prior liens and charges against
the propeEmy and disinbution of the et
il |'|||u1;|,1l-.

sanee e escrow hodder can ml]:,' Fewlliorwe
the insirsciions as sabed, and msty 1
exceed them, 1115 extremely Dnponant th
the instrscirons be szied cleady and be
completiz in all detnils,



What Each Party Does

in Escrow

Tha saller:

L) |.J|.'|'h!|:1':[:~ e executed desd 1w the I'u,:}l-,'r
with the escrow halder,

L |.J|.'|'I-l.:l:-:|[:~ Evidence of pesl anspecieon
and any requered repair work.

* Deposats other required docunenis such
as lax receipes, addiesses of morngugee
Iwalclers, insurance policics, equipment
warrantigs ar home warranty contrcts,
el

The Buyer:

= Deposils the Twimds reguired. in addition
o any boprowed funds, w pay the
purchase price wills the escrow bolder.

= Deposils s suflicient for home and
fitle insurance.

* Aranges for any bosrowed Tunds o be
delivered 1o the escrow halder,

* Deposits any deed of rust or morgages
neccssary o sccuwre hoans.,

* Approves any inspeclion reports, the
|:'|q.'|:||||i|:|.:|r_'| ]-t..'p-rvrl. for title inssranse,
c1e., called for h'."' the purchpse aniid =ale
agrecments

= Fulfills uny other concitions .-p-;|;1'1'|.;¢,1
3 the escrow mstragtions

The Lendar (if applicablek

= Depaoits proceeds of ihe
loan b the purchaser

= Dhrects the escrow holder
on the conditions under which the
lixan funds may be waed,

The Escroww Holder:

* Opena the order for title insurance.

# Ohiaing approvals from the buyer on
ihe Prcliminary Beport, pest and odber
inspeetinms

* Reeeivies funds from the buyer anddior
any bender

o Pynganes pnsiramee, xes, ens, ele

# Diahurses Tonds for nile insumnce.
recorching fees. real estale commisskns,
lien clearnee, ot

* Prepares a final sttement for each
party. indicating amounts o be
dishursed for services and any further
Amounts necessary 10 chose cscrow.

* Reconds deed and loan documenis,
dehivers the dead 1o the buyer, loan
documents 1o the lender and funds o
the seller, closing the cscrow.

Closing the Escrow

Chnce all the ierms and condilions of the
mstrucons of both portiés have been
fulhilled, und all closing conditions zatisfied,
the escrow 15 closed and ithe safe and
socurate iransfer of propeny and money has
been accompished

Division of Charges

Thee mucthod of dividing the choarges Tor the
services performed theough cscmmw or as a
result of escrow varies from place to place.,
The fecs and service charges 1o be diviced
might include, for example, the e
insumance policy premiom, cwerow fee, wny
transfer s, recomdwison fees, and cost in
comrecimon with any loan h-rmE_ b mined,
Unless there is some special agreement
betaeen the I\ll:-':r and the sclber as 1o how
e charge= are to be |'|.|||;I. lesgat] cusfonn
will gemerally be followed in dmfting the
imstrucons to the escrow holder a8 1o how
Ih..':,' wre for be diveded,

In Summary
The escrow process was developed 1o help
fcilitage the sale or purchase of your home.

The ascrow holder

accomplishes this by:

= Aating as the impanial “siakeholder,” or
dieposiiory of docaments and fumls

* Processing and eoomdinating the Mow of
documents and funds

* Keeping all pamies informed of progress
on the escrow,

* Respanding 1o the lemder s requirements.

* Securmg a tille insurance policy.

# Ciiming approvals of reports and
documents from the pariies as requined

* Prorating and sdjusting insurance, taxes,
rems, elc

* Recording the decd and Toan éocaments.

= Muntaning secunty and accountibility
of meonies owed amd owing,

It's not always this simple
The examples and explanations in this
brochure are designed 10 sequezing vou

wilh the escrow process amd are based on
relatively simple escrows.  Every escrow

15 umidue and most ane more complex than
explained here, I vou have questions

bl the caerow Process, W Sigpesl you
COMAct &N SSCmw OTTeeEr or dllcamey 1o
obtain detadbed advice ard further explanatson
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