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Washington Makes Clearing Titles Easier

By Robert Spitzer on 6.7.13 | Posted in Legislation

Governor Inslee recently signed legislation passed by the Washington legislature which

provides a mechanism for clearing up deeds of trust on title securing paid loans, without

having to chase lenders. This is good news for the real estate industry.

Have you ever paid off a debt secured by a deed of trust on real estate, and had to waste time

and money chasing the lender to get the trustee to reconvey the lien? It's a pain. Sure, there's

been a 60 day time limit, requiring lenders and their trustees to release deeds of trust securing

satisfied debts. If the deed of trust is not reconveyed within that time period, a lender is liable

to the property owner for damages and attorney fees. RCW 61.16.030; I'm happy to report that

the Washington legislature has created another tool to clear up title without bringing a lawsuit.

Representatives Roger Goodman (D-Kirkland) and Terry Nealey (R-Walla Walla) sponsored the

new legislation which allows a title insurance company or agent, a licensed escrow agent, or a

Washington attorney (collectively, “Agent”), who has paid a lender’s pay off demand in full from

escrow powers to bring about a reconveyance of the lien securing the satisfied debt. Upon

receipt of notice of the beneficiary's failure to request reconveyance, the Agent may submit

proof of satisfaction of the debt and request the deed of trust trustee to reconvey the lien. If

the trustee on the deed of trust is unable or unwilling to reconvey within 120 days following

payment to the beneficiary in response to the beneficiary's demand statement, then the agent

may record a notarized "declaration of payment" in the land records of the county(ies) where

the deed of trust was recorded, and send a copy to the beneficiary and trustee.

The beneficiary or trustee then have 60 days to object to the "declaration of payment" by filing

an "objection to declaration of payment". If no objection has been filed within 60 days, "any lien

of the deed of trust against the real property encumbered must cease to exist". Magic - clean

title.

This is a good law. Too often a lender is intensely interested in having its loan repaid, and then

its attention to cleaning up the encumbered property is quickly distracted. Who wants to have

to bring a lawsuit to clear title of a deed of trust which has been repaid? The costs and time

involved are usually prohibitive. This new law, which will be codified at RCW 61.24.110 (2) and

(3) provides an easy tool to do so.

http://apps.leg.wa.gov/rcw/default.aspx?cite=61.16.030
http://rogergoodman.org/
http://www.terrynealey.com/
http://apps.leg.wa.gov/rcw/default.aspx?cite=61.24.110
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Is there a downside? There is a possibility of a dishonest title insurance company or agent,

escrow agent or attorney filing a false "declaration of payment," and then failing to send notice

to the beneficiary. A subsequent examination of title in connection with a refinancing or sale

would not consider the subject deed of trust to be valid, which could result in a secured loan

not being repaid upon such event. The initial loss would fall on the title insurance company,

insuring the new deed of trust and/or purchaser.

Ultimately, and hopefully, the guilty Agent filing the declaration of payment would be drawn

and quartered, or at least be required to pay, and if the agent were a lawyer, severely

disciplined.

More probably, less time will be wasted chasing down disorganized lenders to reconvey their

liens. May it be so!

Please feel free to contact me if you have any questions!
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