AFTER HOURS INQUIRIES

The most common and not so common questions | get from agents on the
week-ends and in the evening

lockhours
by Angie

clockhoursbyangie@gmail.com (509)216-3220

A Washington State Approved Real Estate School for Clock Hour Education under R.C.W.18.85
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CORRESPONDENCE
OR LIVE CLOCKHOURS

INSTRUCTIONS:

1. Print out the class.

2. Read the class material.

3. At the end of the material there is a quiz (all the answers are in the
material that you have read).

4. Answer the questions.

. Return to me the Quiz, evaluation and a check for the class payable to
CLOCKHOURS BY ANGIE, or complete your credit/debit card information
on the sheet provided

6. upon receipt, | will email you a certificate.

Disclaimer: |try very hard to have the latest known information on a subject in
these classes, but the real estate industry is forever changing with new updates all
the time. The class materials are not to be used for legal advice. In our State,
some items are handled differently in the different regions. If you have any
concerns, please do not hesitate to contact me at 509-216-3220 or at
clockhoursbyangie@gmail.com
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COURSE OBJECTIVE:

As a result of taking this 3-hour class, the agent will be able to:

1.

no
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Understand the possession/funding/recording process

Know the various ways that the documents can be sent to their out-of-town
clients and the time frames required.

Be able to best guide their clients on setting up new accounts for utilities and
which bills are lien able against the home and which are against the person.
Have a better understanding of the questions on the 1099S reporting and based
on the answers whether the closer reports the sale to the IRS or not

Know if there should be an outside source contacted for a 1031/ or capital gains
guestions

Have a little bit more understanding of the waiver required on owner occupied
seller financed transaction

Be able to assist their client in locating the VIN number of a Mobile Home, or the
lost title.



CURRICULUM

Session/Hours Topics Method of instruction

45 minutes Who can close in Washington Read material/discussion
Possession/funding/time frames

15 minutes RON & mobile notaries Read material/discussion
Refund of earnest money

10 minutes Final utility bills Read material/discussion

20 minutes 1099 reporting & FIRPTA Read material/discussion

30 minutes 1031/capital gains Read material/discussion
Vestings in Washington State

30 minutes Seller financing Read material/discussion

30 minutes Mobile homes Read material/discussion
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Who can “close” in Washington State?

p—

Attorneys

2. Title Companies (with LPO’s)

3. Independents (who would have two licenses) An Escrow
Officer’s License from State of Washington, Department of
Financial Institutions (DFI) and a Limited Practice Officer’s
License (LPO) from Washington State Bar Association

4. Real Estate Brokers (ves, RCW 18:85 allows this)

Washington State 1s the only state in the United States that has a
license called a LIMITED PRACTICE OFFICER’S LICENSE
(LPO), 1ssued by the Administrator for the Courts, Washington State Bar Association. This limited
license gives an individual the right to prepare certain closing documents that are on an “approved
list” of documents and perform routine closing functions under the rules approved. There are
currently 725 LPO’s as of 12/23 - at one point there were over 2,200 licensed LPO’s.

Limited Practice Officers

A limited practice officer, or LPQ, is a person licensed by the Washington
Supreme Court under Rule 12 of the Washington Supreme Court's Admission
and Practice Rules (APR). A LPO is licensed to select, prepare, and complete
approved documents for use in closing a loan, extension of credit, sale, or other
transfer of real or personal property. LPOs have a limited license to practice law
and are held to the same standard of care as a lawyer when performing the
services authorized by the LPO license. LPOs are bound by the LPO Rules of
Professional Conduct

Remember, LPO’s are limited to what they can do. They have access to many forms but can
only fill in blanks. We are seeing problems with seller-financing transactions lately that have
prepayment penalties on them. Brokers cannot create prepayment language. It must be
created by the seller, their attorney or their accountant and then initialed by all parties and
then instructing the closer to attach to the promissory note.

Discussion:

1. How many closers will close before 8:00 or after 5:00 or on the weekends?
2. How many closers give out their cell phone numbers?
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SIGNING, CLOSING AND POSSESSION

1. When does my seller get his proceeds?

2. When should I give the purchaser possession? 9pm?

3. What s the “closing” date?

4. Do you see the seller putting down for closing + 3 days?
5. Early possession — not too much is happening

6. Late possession?

TERMS OF CLOSING AND POSSESSION
Let’s review the verbiage on the purchase and sale agreement under “closing and possession”:

This sale shall be closed by the Closing Agent on the Closing Date. “Closing” means the date on
which all documents are recorded and the sale proceeds are available to the Seller. If the
Closing Date falls on a Saturday, Sunday, legal holiday as defined in RCW 1.16.050, or day when
the county recording office is closed, the Closing Agent shall close the transaction on the next
day that is not a Saturday, Sunday, legal holiday, or day when the county recording office is
closed. Buyer shall be entitled to possession at 9:00 p.m. on the Possession Date. Seller shall
maintain the Property in its present condition, normal wear and tear excepted, until the Buyer is
provided possession. Buyer reserves the right to walk through the Property within 5 days of
Closing to verify that the Seller has maintained the Property as required by this paragraph.
Seller shall not enter into or modify existing leases or rental agreements, service contracts, or
other agreements affecting the Property which have terms extending beyond Closing without
first obtaining Buyer’s consent, which shall not be unreasonably withheld.

That being said, | love to tell the story of the time | went to a Purchase and Sale Agreement all
day class that was presented by Ken Sax. In the class he said: “how many of you go to your
closing?” Most people raised their hand. He said, “you are all wrong, none of you go to the

'II

“closing”, you go to the “signing appointment”. The only person at the closing is the closer

It made a believer out of me that as a closer | needed to be better about talking about the
“signing appointment” and the actual “closing”.

Now, the next thing | want to clarify in the above statement that is in the Purchase and Sale
Agreement is in regard to the phrase: sales proceeds are available to the seller. This has been
an issue that has been brought up numerous times by agents. At the signing appointment we
ask the seller how do they want their proceeds. Choices are our trust account check that their
bank may put a hold on when they deposit, or do they want it wired, or mailed. Yes, mailed. |
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have had numerous sellers have us put their proceeds check in the mail that exceed
$100,000.00!

If they want it wired, we have them sign our wiring instructions. Our wiring instructions have a
paragraph on them that says once they leave our office today, they cannot call us or email us to
change the bank and account where the money is wired. They must come into our office and
show identification again and complete a whole new form that is notarized. This helps us with
some of the wire fraud situations that are out there.

Here is a typical example of when a seller wants it wired. It is 2:30 in the afternoon and we
have wiring instructions from the seller. We just got the recording numbers so we call the
seller and tell them we are wiring their funds, but because the wire cut off was at 3:15 it would
not make their bank until tomorrow morning.

Seller calls listing agent and says well, | won’t get my money until tomorrow, so the purchasers
cannot have possession until | get my money. The money IS available to the seller. They can
come into our office and pick up a check, BUT they elected to have it wired......It is available to
them, so their purchasers should be getting possession. End of subject.

DISCUSSION:

=

Have you had a seller who won't give possession until 9:00 pm just to be mean?

N

Did you ever have a seller who won’t give possession until they have the money in their
bank or in hand

3. How about the seller who has not even started packing until they have their money!
How about a seller or purchaser putting a POD on the property — whose insurance
covers it.
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TIME FRAMES

1. The lender said you would receive documents on Tuesday, when will funding be?

2. My seller is on vacation! How do we arrange their signings?

3. The purchasers are leaving for Hawaii in the morning, can you arrange a mobile
notary?

It amazes me as a closer how many purchasers and sellers arrange to go on vacation on or near
the anticipated closing date. Yes, this is so true. So true that in our opening letters to the
purchasers and sellers that is one of the questions on the questionnaire! If you know that your
client may be out of town, let us know right away.

We understand every transaction is different in some way but perhaps your particular
transaction will fit into one of the following situations:

A. Sellers to sign documents prior to leaving on vacation. Many times, we can
accommodate them to sign prior to leaving and then the remaining documents they
may need to sign would only require emailing to them, obtaining a signature and
emailing back to us.

B. Your closer could prepare the power of attorney for sale or purchase to have someone
who will be local to sign on behalf of the seller or purchaser. This can be done anytime.
If it is the purchaser, it would need to be approved by the lender first as some loans
cannot have POA used. And be sure that if you use someone else to prepare the power
of attorney form, that the form is approved by the title company.

C. Your closer would arrange with a “mobile notary” in the area of where your client is
vacationing or located at for a time for them to meet with the clients. The closer would
email or send overnight documents to the mobile notary. They would sign and the
mobile notary would overnight the documents back to the closer. This process can take
up to 3 days, or longer. If your clients are out of the country, it could be 7-10 days
process in all
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D. Your client could live out of the area and is very familiar with closing documents. The
closer could email the documents to the client. Clients would then print them out, sign
them, arrange for a notary, and then overnight the documents back to the closer. If

Let’s talk about time frames. How long does it take until we fund? Typically, if the seller and
purchaser have both signed, then funding is usually the next business day, early in the
afternoon.

Here are the steps:

1. Closer has to scan to the lender (or overnight if that is what they want) the purchasers
and some of the seller’s documents. Someone from the lender’s office will review each
document for signature, date and notary

2. Funder will call or email to the closer the amount that they are wiring. If this amount
agrees with what the closer is showing on their lender’s screen on their computer, then
they say that they are “balanced”. If they are not balanced, then it is the closer and
funder reviewing the fees to see which one was missed or changed and adjust. If it
causes the borrower to have to bring additional funds to close, then the closer arranges
that.

3. Funder wires funds into closers trust account. As soon as closer has proof of the funds
being deposited into their trust account, they are ready to record.

4. Closer calls title and says okay to release recording. Title companies will usually e-
record, except in those cases where it is necessary to actually drive to the courthouse
and do a manual recording.

5. When recording numbers are received by closer, closer will print checks and fund the
loan. Someone will call both agents and advise them it is recorded and funded.

DISCUSSION:

1. What if the seller is both buying and selling and two different title companies are
closing each transaction....is there a delay?
2. Does assignment of funds make the process easier?
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TO: WFG National Title Company of Eastern WA
RE: ESCROW NO:

WIRE INSTRUCTIONS

You are hereby authorized and instructed to wire proceeds per wire instructions below.

Please contact your receiving bank to obtain correct federal wire instructions. Voided checks and deposit
slips are not always valid wiring instructions. Incomplete or incorrect wire instructions will cause a delay in
wiring. If you intend to wire into an investment account, please obtain wire instructions directly from your
investment banker/broker.

Bank Name:

Name on the Account to Credit.:

Account No.:
ABA No.:

Escrow agent/holder must be in receipt of funds and recording confirmation to release proceeds. Funds will
be wired the NEXT business day after closing/recording.

Your financial institution may charge you a fee for the incoming wire transfer.

To protect your proceeds, if we receive a change request for wire proceeds delivery, we will require a
new completed form. Please indicate your e-mail address and phone number where we may send the
revised request and call you for confirmation of information we received: INITIAL

Email:
Phone:
STATE OF _}
SS.
County of }
I certify that | know or have satisfactory evidence that | is/are the

person(s) who appeared before me, and said person(s) acknowledged that he/she/they signed this
instrument and acknowledged it to be his/her/their free and voluntary act for the uses and purposes
mentioned in the instrument.

Dated this day of January, 2020

Notary Public in and for the State of WASHINGTON
Residing at:
My appointment expires:

Page 2
200 N Mullan, Suite 124, Spokane Valiey, WA 89206
(509) 227-6474
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RON (Remote on-line notary)

What is RON? Remote online notarization is the use of audio/visual technology to complete a
notarial act when the principal is not in the same physical location as the notary public — getting
consistent state laws passes in all 50 states, the District of Columbia and Puerto Rico is a critical
step in moving to a fully digital transaction. As of 2024, 47 states and the District of Columbia
have enacted laws allowing for remote online notarization. The specific implementation and
requirements may vary from state to state. Some states will even allow ZOOM, but you must
check with your state requirements.

Fees charged - $25.00 - based on documents.

Many Notaries have asked how a remote online notarization (RON) actually works. Here's a

step-by-step description of a typical process.

(The following is a general description of a remote online notarization. Please note that RON
procedures may vary depending on state laws, and not all states permit Notaries to perform
remote online notarizations. For example, California does not permit its Notaries to perform
RONSs, and South Carolina does not address RON in its Notary laws. Also, some states have

passed temporary remote notarization measures due to the COVID-19 emergency that differ

significantly from the process described below.)

1. The signer contacts the Notary or a RON service provider to request a remote online
notarization.

2. The signer's document is sent to the Notary so it can be signed and notarized. Typically,
the document is uploaded in an electronic format such as PDF to the online technology
platform used to perform notarization.

3. The signer's identity is screened according to the requirements of the Notary's
commissioning state. This may include answering questions based on the signer's
personal and credit history (KBA), verifying the signer's identification documents online
(credential analysis), the Notary remotely viewing the signer's ID during the notarization,

or other RON identification methods set by statute.

4. During the remote online notarization, the Notary and the signer communicate online
using audiovisual technology via webcam. The Notary and signer do not meet face to
face.

5. Once the signer's identity has been verified and all other requirements for the
notarization have been completed, both the signer and the Notary must sign the
document and the Notary must affix the Notary's seal. Since remote online notarization
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uses electronic documents, this requires electronic signatures and an electronic version
of the Notary's seal.

6. The Notary records any required information for the Notary's journal records. Under the
laws of states with remote online notarization, the Notary must also create and retain an
audiovisual recording of the notarization session.

7. The remotely notarized document is returned to the signer.

MOBILE NOTARIES

Mobile notaries meet the parties who need to sign the documents at a location they agree on
whether it be their home, business or a coffee shop. They arrange the time and date ahead of
time. The mobile notary either is emailed the documents from the closer or goes to their office
and picks up the documents that need to be signed and/or notarized.

The fees can be anywhere between $100 -$250 plus additional for travel time.
Mobile notaries will sign daytime, evenings and weekends.

Once signed, the mobile notary will return the documents to the closer by way of email,
express mail or will drop off to their office by a specific times designated by the closer for
funding times.

| found this on most of the RON and Mobile notaries websites:

“DISCLAIMER: WE ARE NOT ATTORNEYS LICENSED TO PRACTIC LAW IN THIS STATE. WE ARE
NOT ALLOWED TO DRAFT LEGAL RECORDS; GIVE ADVISE ON LEGAL MATTERS, INCLUDING
IMMIGRATION, OR CHARGE A FEE FOR THOSE ACTIVITIES.”
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As people’s schedules are always changing, we seem to be using mobile notaries or RON
more lately than ever before.

| recently did a poll with my LPO group and they shared that 60% of all closings are signed
with RON or a mobile notary and 40% were signed in the office with the closer!

If a purchaser (who is getting financing) discovers at the last minute that they need a mobile
notary, the closer arranges it and gets the amount to add to the purchaser’s CD (closing
disclosure) and they send it to the lender who may have to get approval from underwriting
if their numbers were too tight. | have heard times of this happening and the lender will
eat that charge (or the closer)

It is important to remember that when using a remote online notary or a mobile notary,
they are there just to see that the documents are signed correctly, dated and if needed
initialed. They cannot explain the legal meaning of those documents.
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REFUND OF EARNEST MONEY

1. Purchasers signed the 35 R, please refund the earnest money.

2. Purchasers did not qualify for their loan, here is the rejection letter, please refund the
earnest money.

3. We are past the closing date, please send the earnest money to the seller

4. What if the seller won’t refund em to purchaser and the closing date has expired and
a new offer comes in?

The above are actual statements we receive from brokers. | know there are numerous NWMLS
Forms that state that if such an action doesn’t happen, the purchaser shall receive a refund of
their earnest money.

What kind of discussion do you have with the purchaser when they give you the earnest money
check? Do you let them know that they “may” get a refund of their earnest money or that they
“shall” get a refund? Do you let them know there could possibly be a “gray” area and it is not
all “black and white”?

NWMLS FORM 21 says:

“Upon termination of this Agreement, a party or the Closing Agent may deliver a form
authorizing the release of Earnest Money to the other party or parties. The party(s) shall
execute such form and deliver the same to the Closing Agent. If either party fails to execute the
release form, a party may make a written demand to the Closing Agent for the Earnest Money.
Pursuant to RCW 64.04, Closing Agent shall deliver notice of the demand to the other party
within 15 days. If the other party does not object to the demand within 20 days of Closing
Agent’s notice, Closing Agent shall disburse the Earnest Money to the party making the demand
within 10 days of the expiration of the 20-day period. If Closing Agent timely receives an
objection or an inconsistent demand from the other party, Closing Agent shall commence an
interpleader action within 60 days of such objection or inconsistent demand, unless the parties
provide subsequent consistent instructions to the Closing Agent to disburse the earnest money
or refrain from commencing an interpleader action for a specified period of time. Pursuant to
RCW 4.28.080, the parties’ consent to service of the summons and complaint for an interpleader
action by first class mail, postage prepaid at the party’s usual mailing address or the address
identified in this Agreement. If the Closing Agent complies with the preceding process, each
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party shall be deemed to have released Closing Agent from any and all claims or liability related
to the disbursal of Earnest Money. If either party fails to authorize the release of the Earnest
Money to the other party when required to do so under this Agreement, that party shall be in
breach of this Agreement. For the purposes of this section, the term Closing Agent includes a
Selling Firm holding the Earnest Money. The parties authorize the party commencing an
interpleader action to deduct up to $750.00 for the costs thereof.”

Pretty clear, huh? Well, to a purchaser who signed the document and deposited the earnest
money in good faith and now believes they are entitled to receive their deposit back it seems
clear. But, to the “holder” of the money, it is not. The holder wants clear instructions from
both parties as to who gets the earnest money. They do not want to be the deciding factor of
the refund because they don’t want to be sued by the other party who did not get the refund.

DISCUSSION:

1. Have you ever been involved in an interpleader action?
2. Do you tell your purchaser that they “will” get their earnest money back?
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Form 51 ©Copyright 2014

Rescission Agreement Northwest Multiple Listing Service
Rev. 5/14 ALL RIGHTS RESERVED
Page 1 of 1 RESCISSION AGREEMENT

The Purchase and Sale Agreement (the “Agreement”) dated

between (“Buyer”)
Buyer Buyer

and (“Seller”),
Seller Seller

concerning (the “Property”)
Address City State  Zip

is rescinded as follows:

1. RELEASE. The Agreement and all other agreements or undertakings between Buyer and Seller with respect to
the Property are rescinded. Each party releases the other and all real estate firms and brokers involved with
this sale from any and all liability in connection with the sale, except as agreed below. Nothing herein shall be
construed to terminate any existing agency relationships or related agreements unless otherwise agreed in
writing.

2. EARNEST MONEY. The party holding the earnest money is authorized and directed to disburse the eamest

money as follows:

$ to Buyer.

$ to Seller.

$ to Listing Firm.
$ to Selling Firm.
$ to

3. COMMISSION. If Seller shall, within six months from the date hereof, sell the Property to Buyer or someone
acting on Buyer's behalf, Seller shall pay Listing Firm the Total Commission as set forth in the Exclusive Listing
Agreement between Seller and Listing Firm, less any portion of the above earnest money retained by Listing
Firm. Listing Firm will pay Selling Firm's commission as set forth in the Exclusive Listing Agreement, less any
portion of the above earnest money retained by Selling Firm. Provided if a commission is paid to another
member(s) of a multiple listing service in conjunction with such a sale, the amount of commission payable to
Listing Firm and Selling Firm shall be reduced by the amount paid to such other member(s). "Sell" includes a
contract to sell; an exchange or contract to exchange; an option to purchase; and/or a lease with option to
purchase regardless of when it closes.

Buyer’s Signature Date Seller’s Signature Date
Buyer’s Signature Date Seller’s Signature Date
Selling Firm T Listing Firm

Selling Broker’s Signature Date Listing Broker’s Signature Date
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Form 35R ©Copyright 2008

Inspection Response for Form 35 Northwest Multiple Listing Service
Rev. 7/08 INSPECTION RESPONSE FOR FORM 35 ALL RIGHTS RESERVED
Page 1 of 1

The following is part of the Purchase and Sale Agreement dated

between (“Buyer”) 2
Buyer Buyer

and (“Seller”) 3
Seller Seller

concerning (the "Property”). 4

Address City State Zip

I. BUYER’S RESPONSE OR REQUEST FOR REPAIRS OR MODIFICATION 5

O Buyer's inspection of the Property is approved and the inspection contingency is satisfied.* 6

O Buyer's inspection of the Property is disapproved and the Agreement is terminated. The Earnest Money shall be 7

refunded to Buyer.* 8

O Buyer gives notice of an additional inspection. The inspector's recommendation is attached. The time for Buyer's 9

response to the initial and additional inspection is extended as provided in paragraph 1(b) of Form 35.* 10

O Buyer requests the following modifications and/or repairs. If Seller agrees to these modifications or repairs, the 11

inspection contingency shall be deemed satisfied.** 12

13

14

15

16

17

18

19

Buyer Date Buyer Date

If Buyer requests modifications and/or repairs, this Form 35R and any other addenda or notice pertaining to the 20
modifications and/or repairs and amendment to the Agreement related to or resulting from the request for 21

modifications and/or repairs shall become a part of the Agreement. 22
Il. SELLER’S RESPONSE TO BUYER’S REQUEST FOR REPAIRS OR MODIFICATION. 23
Seller acknowledges receipt of Buyer’s request for modification or repair, and responds as follows: 24

O Seller agrees to all of the modifications or repairs in Buyer’s request for modification or repair. The inspection contingency 25
is satisfied, the parties agree to proceed to Closing as provided in the Agreement, and Buyer's reply, below, is not 26

necessary.** 27

O Seller offers to correct only the following conditions:** 28

29

30

O Seller rejects all proposals by Buyer.* 31

O Seller rejects all proposals by Buyer, but proposes the following alternative modifications or repairs:** 32

33

34

Seller Date Seller Date 35

lIl. BUYER’S REPLY TO SELLER’S RESPONSE. 36

O Buyer accepts Seller’s response and agrees to proceed to Closing as provided in the Agreement.** 37

Buyer rejects Seller's response. Buyer disapproves of the inspection and this Agreement is terminated. The 38

Earnest Money shall be refunded to Buyer.* 39

Buyer rejects Seller's response, but offers the attached alternative proposal for modification or repair. Buyer 40

acknowledges that the inspection contingency will be waived unless Buyer and Seller reach written agreement or 41

Buyer gives notice disapproving the inspection and terminating the Agreement before the deadline in paragraph 42
1(c)(ii) of the inspection contingency (NWMLS Form 35).**

Buyer Date Buyer Date 44

* This is a notice which requires only one Buyer's or one Seller's initials. 45

** This is not a notice and requires all Buyer's or Seller’s initials. 46
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UTILITY HOLDBACK

1. My seller was wondering why you held back $600.00 for the final utility bill. Is their
bill usually under $100.00 a month?

2. You didn’t pay my Avista bill, now | have a delinquent notice!

3. My purchasers got a bill in the mail with a balance due on it from prior to my closing,
what should | tell them to do?

4. Do you ever tell your seller they don’t have to pay any more loan payments or their
utility bills until closing???

The closer typically holds back from the seller’s proceeds anywhere from $400 - $600 for the
final utility bill. We only pay any “lienable” item. Any utility that is billed to the “property” not
to the “homeowner”. Most water bills are lienable items. Power bills typically are billed to the
“homeowner” not the property and therefore are not bills we pay thru closing.

A couple of days before closing, the closing assistant usually calls whoever the utility company
is to see if there is an outstanding balance on the account to determine if their “standard’
amount of a holdback will be enough. At the signing appointment when the seller gets a little
upset because we held back $600.00 and their normal bill is under $100.00, we explain that we
will be calling for a reading and get a closing bill in a few days and they will receive any overage.

On the day of recording/funding, which is called “closing”, the closer or her assistant will call for
the final utility bill. The utility company will do a reading on the meter usually a few days later
as they don’t have the manpower to go out the very next day. They accumulate a few readings
in the area. It gets done that week, but many times it is a few days later.

And there are those times that we call in for reading, but don’t get a bill right away. It goes to
the new homeowner at the property address instead. We try very hard to tell the purchaser as
the signing table that we held back for the final utility bill but if they happen to get a bill with a
balance on it, please contact us so we can take care of this. And that is the time that we tell
them they will need to contact the power company and set up an account in their name as the
seller will be calling the same and ordering a closing bill.

Our main duty is to make sure there is no interruption in service for the new homeowners.
There is a form that both purchaser and seller sign at closing
DISCUSSION:

1. Have you ever had a purchaser call and say their utilities were turned off?
2. Did your closer call and “guarantee payment”?
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IRS 1099 REPORTING AND CAPITAL GAINS (and 1031’s)

1. Will my seller have to pay capital gains?
2. My seller is purchasing another home, should he be doing a 1031?
3. Will you report this sale to the Internal Revenue Service?

Often an agent will ask about Capital Gains, and pretty much the standard answer is that | am a
Limited Practice Officer and cannot give advice on Capital Gains, you would need to contact an
accountant or tax attorney on that. Which is probably the exact answer you gave your clients
since agents cannot give legal advice either and that definitely qualifies as legal advice.

The same goes for the question of whether a client should enter into a 1031 tax deferred
exchange. We send them to ask questions of professionals such as an accountant or a
facilitator.

With the 1099 reporting form, if the client answers the questions with all “TRUE” answers, then
we DO NOT report to the IRS. Usually with that answer the client is satisfied that they will not
be paying Capital Gains, but we never tell them that they will have to pay, but just that we do
not report to the IRS and they should direct any questions to the accountant. We try to make it
very clear at the signing appointment to call their accounts for any questions.

Proceeds from real estate transactions must be reported to the IRS on Form 1099-S. Real Estate
transactions include the sale or exchange of residential, commercial, agricultural, vacant land,
multi-family etc.

The laws pertaining to 1099-S reporting proceeds from real estate transactions were amended in
1998. The IRS now allows for the use of a capital gains Certification in connection with the sale
or exchange of certain residential property. Use of such a Certification eliminates the
requirements that Form 1099-S be completed and filed with the IRS. This Certification now falls
under “exceptions” in the 1099-S reporting Regulations. The IRS has set out specific guidelines
for the use of the certification... The certification is called: CERTIFICATION FOR NO
INFORMATION REPORTING ON THE SALE OR EXCHANGE OF A PRINCIPAL RESIDENCE

The Certificate may be used as an alternative to FORM 1099-S reporting for sales or exchanges
of a principal residence where the sale price is $250,000 or less for a single person or $500,000
or less for a married couple.

The Certification must be in writing and signed by each seller, including spouses, under penalties

of perjury. Each spouse must execute a separate Certification. If a seller answers falsely to any
of the assurances listed in Part Il of the Certification you must file a 1099-S
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This is the actual form that is reviewed and signed at closing. Let’s review:

Escrow No.: TESTCRYS-551-CD6

CERTIFICATION FOR NO INFORMATION REPORTING ON THE SALE OR
EXCHANGE OF A PRINCIPAL RESIDENCE

This form may be completed by the seller of a principal residence. This information is necessary to determine whether the
sale or exchange should be reported to the seller, and to the Internal Revenue Service on Form 1099-S, Proceeds From Real
Estate Transactions, If the seller properly completes Parts I and III, and makes a “true” response to assurances (1) through
(6) in Part 11 (or a "not applicable” response to assurance (6)), no information reporting to the seller or to the Service will be
required for that seller. The term “seller” includes each owner of the residence that is sold or exchanged. Thus, if a residence
has more than one owner, a real estate reporting person must either obtain a certification from each owner (whether married
or not) or file an information return and furnish a payee statement for any owner that does not make the certification.

Part 1. Seller Information

1 Name Sally Seller

2 Address or legal description (including city, state, and ZIP code) of residence being sold or exchanged

1234 anywhere street, Spokane, WA 99201

3 Taxpayer Identification Number (TIN)123-12-1234 at % of Gross Sales Price
4 Is this Property a Primary Residence? Yes/No. If no, skip part II and sign at bottom.

Part I1. Seller Assurances

Check “true” or “false” for assurances (1) through (5), and “true”, “false”, or “not applicable” for assurance (6).

True False
o a (1) I owned and used the residence as my principal residence for periods aggregating 2 years or more
during the 5-year period ending on the date of the sale or exchange of the residence.

(2) I have not sold or exchanged another principal residence during the 2-year period ending on the date
of the sale or exchange of the residence.

(3) I {or my spouse or former spouse, if I was married at any time during the period beginning after May
a o 6, 1997, and ending today) have not used any portion of the residence for business or rental purposes
after May 6, 1997,
True False

[m] [m] (4) At least one of the following three statements applies:

The sale or exchange is of the entire residence for $250,000 or less.
OR

I am married, the sale or exchange is of the entire residence for $500,000 or less, and the gain on the
sale or exchange of the entire residence is $250,000 or less.

OR
I am married, the sale or exchange is of the entire residence for $500,000 or less, and (a) I intend to file
a joint return for the year of the sale or exchange, (b) my spouse also used the residence as his or her
principal residence for periods aggregating 2 years or more during the 5-year period ending on the date
of the sale or exchange of the residence, and (c) my spouse also has not sold or exchanged another
principal residence during the 2-year period ending on the date of the sale or exchange of the principal
residence.

(5) During the 5-year period ending on the date of the sale or exchange of the residence, I did not
acquire the residence in an exchange to which section 1031 of the Internal Revenue Code applied.
True False N/A

m] [m} O (6) If my basis in the residence is determined by reference to the basis in the hands of a person
who acquired the residence in an exchange to which section 1031 of the Internal Revenue Code
applied, the exchange to which section 1031 applied occurred more than 5 years prior to the date I
sold or exchanged the residence.

Part I1I. Seller Certification
Under penalties of perjury, 1 certify that all the above information is true as of the end of the day of the sale or exchange.

Seller Signature: Sally Seller Date

Seller Certification for No. IRS 1099S (1/22/07) EF-006-1 Page 1



1. My selleris a Canadian citizen, will they be subject to FIRPTA withholding?
FOREIGN INVESTMENTS IN REAL PROPERTY ACT OF 1980

When | am asked questions about FIRPTA my explanation is pretty simple. Your seller
purchased property in our country and is now selling it most likely for a gain. The Internal
Revenue Service is now involved to determine what did the seller pay for the property, what
were the improvements and what did it sell for. Does your foreign seller owe the United States
any money for the gain?

The Foreign Investment in Real Property Tax Act (“FIRPTA”) provides that the disposition of a
U.S. real property interest by a foreign person for the purposes of U.S. income taxation is subject
to income withholding. Under FIRPTA, the buyer is responsible for determining if the seller
is a foreign person and if the buyer fails to do so, the buyer could be liable for the tax.

Effective February 17, 2016, FIRPTA withholding was imposed at a rate of 15% (an increase
from 10%) on the amount realized from the sale (i.e. the purchase price).

There are two notable exceptions:
e If the amount realized does not exceed $300,000 and the buyer will use the property as
the buyer’s personal residence — then there is no tax withhold.
e If the amount realized exceeds $300,000 but does not exceed $1,000,000 and the buyer
will use the property as the buyer’s personal residence, then the tax withheld is 10%.

Buyer intends to use property as residence Yes No
$300,000 and under on amount realized $0 15%
$1,000,000 and under on amount realized 10% 15%
$1,000,001 and over on amount realized 15% 15%
Regardless of buyer intended use

NWMLS has made appropriate changes to Addendum 22E — FIRPTA Certification relative to
the percentage changes. In addition, they should continue to pay attention to the information
provided at Paragraph 14, Form 21 PSA and contained in Section J., as applicable.

Additional provisions of the PATH Act address taxation of real property interests held in a real
estate investment trust (REIT), a real estate investment company (RIC) or by a qualified foreign
pension plan. Agents should make certain their customers contact independent tax professionals
for guidance in these matters.

If you have any further questions regarding this issue, please seek professional advice from your

attorney or tax advisor.

We are seeing a rise in FIRPTA transactions.
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NOTICE

Effective 10/18/19, Limited Practice Officers (LPO’s) were sent an email from the Washington State
Bar Association stating that they are not authorized to select and prepare the necessary forms to
accommodate a FIPRTA transaction. The forms must be prepared by an outside source, typically
it would be an accountant or an attorney. The parties could complete the forms themselves but
bear in mind this puts all the burden on the shoulders of the purchaser.

The FIRPTA form is dated 1980

$300,000 is the amount we base all on but our average sales price is so much more in 2025

1970 — average sales price was $23,900
1980 — average sales price was $63,700
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Form 22E ©Copyright 2019

FIRPTA Certification FIRPTA CERTIFICATION Northwest Multiple Listing Service

Rev. 7/19
Page 1 of 1

The Foreign Investment in Real Property Tax Act (“FIRPTA”), 26 U.S.C. 1445, provides that a buyer of a U.S. real
property interest must withhold tax if Seller is a foreign person, unless one of the exceptions in the Act applies. The
following will inform Buyer and Closing Agent whether tax withholding is required.

Note: The above law applies to foreign corporations, partnerships, trusts, estates and other foreign entities, as well
as to foreign individuals. If Seller is a corporation, partnership, trust, estate or other entity, the terms “I” and “my” as
used below means the corporation or other entity. A “real property interest” includes full or part ownership of land
and/or improvements thereon; leaseholds; options to acquire any of the foregoing; and an interest in foreign
corporations, partnerships, trusts or other entities holding U.S. real estate.

SELLER CERTIFICATION. Seller hereby certifies the following:
PROPERTY. | am the Seller of real property O at:

Address City State Zip
or O (if no street address) legally described on the attached.

CITIZENSHIP STATUS. | O AM O AM NOT a non-resident alien (or a foreign corporation, foreign partnership,
foreign trust, foreign estate or other foreign business entity) for purposes of U.S. income taxation.

TAXPAYER I.D. NUMBER.
My U.S. taxpayer identification number (e.g. social security number) is

(Tax 1.D. number to be provided by Seller at Closing)

ADDRESS.
My home address is

Address City State Zip

Under penalties of perjury, | declare that | have examined this Certification and to the best of my knowledge and belief
it is true, correct and complete. | understand that this Certification may be disclosed to the Internal Revenue Service
(“IRS”) and that any false statement | have made here could be punished by fine, imprisonment, or both.

Seller Date Seller Date

BUYER CERTIFICATION (Only applicable if Seller is a non-resident alien).

If Seller is a non-resident alien, and has not obtained a release from the IRS, then Closing Agent must withhold
15% of the amount realized from the sale and pay it to the IRS, unless Buyer certifies that the selected
statement below is correct:

0O Amount Realized ($300,000 or less) and Family Residence = No Tax. (a) | certify that the total price that |
am to pay for the property, including liabilities assumed and all other consideration to Seller, does not
exceed $300,000; and (b) | certify that | or a member of my family* have definite plans to reside on the
property for at least 50% of the time that the property is used by any person during each of the first two
twelve month periods following the date of this sale. If Buyer certifies these statements, there is no tax.

O Amount Realized (more than $300,000, but not exceeding $1,000,000) and Family Residence = 10% Tax.
(a) | certify that the total price that | am to pay for the property, including liabilities assumed and all other
consideration to Seller, exceeds $300,000, but does not exceed $1,000,000; and (b) | certify that | or a
member of my family* have definite plans to reside on the property for at least 50% of the time that the
property is used by any person during each of the first two twelve month periods following the date of this
sale. If Buyer certifies these statements, then Closing Agent must withhold 10% of the amount realized from
the sale and pay it to the IRS.

* (Defined in 11 U.S.C. 267(c)(4). It includes brothers, sisters, spouse, ancestors and lineal descendants).
Under penalties of perjury, | declare that | have examined this Certification and to the best of my knowledge and

belief both statements are true, correct and complete. | understand that this Certification may be disclosed to the
IRS and that any false statement | have made here could be punished by fine, imprisonment, or both.

Buyer Date Buyer Date
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DIFFERENCES IN VESTING

FEE SIMPLE:

A simple absolute fee lasts forever and is the greatest possible estate in land. The owner has the right to
occupy the land, to use it as he pleases, and to prohibit others from coming onto the land, subject only
to the rights of others which have been previously reserved or granted, such as easements or mineral
rights. IT IS THE MOST COMMON FORM OF LAND OWNERSHIP.

COMMUNITY PROPERTY & SEPARATE PROPERTY:

In this state, property owned by a married person may be “community property,” owned equally by both
spouses, or “separate property” which is solely owned by the husband or the wife. The character of an
individual item is determined at the time it is acquired and will not change unless both spouses agree to
the change in writing, the marriage is dissolved, or separate property becomes so “comingled” with
community property that it can no longer be traced to its separate source.

“separate property “includes any property owned before marriage, acquired by one spouse during
marriage by gift or inheritance.

“community property” includes all property acquired during marriage by the husband, the wife, or both,
except that which is classified as separate property.

LIFE ESTATE:

A “life estate” is created by a deed or other conveyance which specifies that the estate will continue
only during the life of some specified person, who may be the grantee, the grantor or someone else. The
estate that will ripen into possession upon the termination of a life estate may be a “reversion: or a
“remainder”

A “reversion” is created when the land will return “revert,” to the grantor or his heirs upon the end of
the life estate

TENANTS IN COMMON:

Multiple owners are “tenants in common” unless the land is held as community property, in a joint
tenancy by partnership, or by a personal representative or trustee. Although all of the owners’ interests
are undivided, they need not be equal, and each tenant in common may sell or convey his interest, or
pass it along to his heirs, without the consent of the other owners (examples: husband and wife who are
divorced, two couples, two corporations)

JOINT TENANCY WITH RIGHT OF SURVIVORSHIP:

Occasionally, multiple owners will want their individual interest in a parcel of land to automatically pass
to the survivors upon death. This form of ownership is called “joint tenancy with the right of
survivorship,” and must be created by a written instrument that expressly declares that the interest is a
joint tenancy. Also, the interests of all joint tenants must be equal in four respects:

Time: All of the interest must be created simultaneously, in the same document.

Title: the legal title to the property must be held in the names of all of the joint tenants.

Right to Possession: All of the tenants must have equal rights to possession of the land.

Ownership: The percentage of ownership of each joint tenant must be equal.

It is important that this consent be disclosed by the public records on the deed over the signature of the
grantee as follows:
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“the grantees by signing the acceptance below, evidence their intention to acquire said premises as joint
tenants with the right of survivorship, and not as community property or as tenants in common.”
Accepted and Approved:

Let’s review the drop downs you have available on NWMLS Form 21 that you can choice from for your
purchaser or seller:

o Alimited liability partnership
e Alimited liability company

e Ageneral partnership

e Alimited partnership

e A corporation

e Unmarried persons

e Anunmarried person

e Married as separate property
e A married couple

e Domestic partners
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SELLER FINANCING
RULES ON “OWNER OCCUPIED” CREATIVE FINANCING

The first thing we need to review, if you choose seller financing as an option, is what is the
buyer’s intent regarding occupancy? Will the purchaser occupy the home as their primary
residence? If so, you and your client will need to follow some simple NEW RULES.

NOTE: THE RULES ONLY APPLY TO OWNER OCCUPIED.

Understand that “residential” seller financing is regulated at both the State and Federal levels.
In Washington, the Consumer Loan Act, chapter 31.04 RCW and chapter 208-620 WAC,
regulates the lending of money or extension of credit for family, personal or household use.
This includes financing residential mortgages which can include financing the sale of raw land or
vacant lots. Regulation under the Consumer Loan Act begins with the licensing process.
Licensing is twofold in that both companies and individual mortgage loan originators must be
licensed.

There are some exemptions from licensing at both the company and individual levels. The
company level exemptions are found at RCW 31.04.025. The individual level exemptions are
found at WAC 208.620-105.

A license waiver is available pursuant to RCW 31.04.025(3) for eligible transactions under the
Consumer Loan Act. A license waiver can be issued for eligible seller financed residential
mortgage loan transactions. An eligible transaction is one in which the seller owns the property
being sold; is selling to a buyer for their family, personal or household use; is carrying the
financing taking an interest in the property; and who is not subject to the federal law that
requires the licensing of mortgage loan originators.

Washington State Department of Financial Institutions has adopted a rule to implement a
license waiver under RCW 31.04.025(3).

You may be eligible to make five or fewer residential mortgage loans during a calendar year
without holding a company level license if you are not subject to licensing as a mortgage loan
originator. See WAC 208-620-105. If you are eligible for the license waiver, you must comply
with the conditions.
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SELLER FINANCING

Whether you call it “Creative Financing”, “Seller Financing”, or “Seller Carry-back” it is an option
that the seller may choose. Some of the reasons for this type of option may be:

e The seller owns the property free and clear and does not want to receive all the
proceeds at once but would rather receive it overtime and therefore avoid all of the
capital gain at once. (They only pay based on the amount received at closing and
installments received in the calendar year. Advice should be given to have the seller
contact their accountant to get clarification on how this will affect them.) Avoid giving
legal advice on this. Always instruct your client to talk to the professionals, whether an
attorney or an accountant, even though you think you know the answer.

e The property may not fully appraise at this time for the sales price, but the parties still
wish to continue with the sale.

e The property may not be eligible for conventional financing at this time.

e The purchaser may not qualify for a conventional loan at this time due to credit issues or
other issues.

e The property may be a commercial property with unusual terms.

e The property may be a land purchase with “deed release provisions” that will be
handled over time.

RULES ON “OWNER OCCUPIED” CREATIVE FINANCING

The first thing we need to review, if you choose creative financing as an option, is what is the
buyer’s intent regarding occupancy? Will the purchaser occupy the home as their primary
residence? If so, you and your client will need to follow some simple NEW RULES.

NOTE: THE RULES ONLY APPLY TO OWNER OCCUPIED.

Understand that “residential” creative or seller financing is regulated at both the State and
Federal levels. In Washington, the Consumer Loan Act, chapter 31.04 RCW and chapter 208-
620 WAUC, regulates the lending of money or extension of credit for family, personal or

household use.
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LICENSE WAIVER STEPS

Please note: You do not need a license waiver if you are carrying the financing on the sale of the
home you live in. See the reference to Interpretive Statement 2010-1 Revised.

Additionally, you do not need a license waiver if you are carrying the financing on raw land, even if
that raw land is zoned residential. See RCW 31.04.025(2)(f)

1. Print the license Waiver.

2. Fill out the license waiver, including the declaratory portion at the bottom, and return itto
the Department via emailto SFwaivers@dfiwa.gov; fax to the attention of Ashley
Sutherland at 360-664-2258 or via hard copy to the Department at the address at the
bottom of this page to the attention of Ashley Sutherland. You can now provide the
completed License Waiver to the escrow or title company or attorney. Do not provide any
other loan documents to the Department.

3. Asto No 1in License Waiver, access links below to print, fill out and provide the applicable
disclosure summary to the borrower. Do not provide the disclosure summary to the
Department.

Disclosure Summary forms to use with License Waiver

e Disclosure Summary- Fixed Rate Loan - print this document, fill it out and provide it to the
buyer — Do not provide it to DFI.

e Disclosure Summary - Variable Rate Loan - Print this document, fillit out and provide it to
the buyer. Do not provide it to DFI.

CONTACTUS
If you have any questions about seller financing, please contact Ashley Sutherland
Phone - 360-664-7866

Email =SFwaivers@dfi.wa.go\

Mailing address:

Department of Financial Institutions
Attn: Ashley Sutherland

Division of Consumer Services

P.O. Box 41200

Olympia, WA 98504-1200
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Rev. 06/9/2022

RESIDENTIAL SELLER FINANCING LICENSE WAIVER

Seller Name:
Address:

RE: Property Address:

Pursuant to RCW 31.04.025(3) the Seller(s) is/are granted a waiver from the licensing
provisions of the Consumer Loan Act (Act), chapter 31 .04 RCW. The license waiver is granted
only for the specific transaction involving the Property Address above and as described in
communications from the parties.

The license waiver is applicable only to the requirement to license in order to conduct
activities subject to the Act, including servicing the residential mortgage loan. The Department
of Financial Institutions (Department) otherwise retains its jurisdiction over the transaction.
Persons operating under a license waiver are subject to entry and examination by the Department
to verify eligibility for the license waiver and to conduct examinations or investigations as
permitted by the Act. As to the servicing activity, the Department specifically reserves the right
to withdraw the license waiver’s applicability to that activity and compel either licensing or
cessation of the activity based on the circumstances. Such circumstances might include, but are
not limited to, the receipt by the Department of complaints about the servicing activity.

The license waiver is conditioned on the accuracy and completeness of the information
provided and is valid only upon the following additional conditions:

1. If you do not provide the borrower with a compliant disclosure under Regulation Z (12
CFR 1026), you must provide the buyer with a disclosure summary of the loan’s material
terms and conditions. Access the link below to print, complete, and provide the
applicable disclosure to the borrower. If a section of the disclosure is not applicable, write
“N/A”. You may provide the required information in your own format.

http://dfi.wa.gov/cs/seller-financing.htm

2. In order to foreclose you must follow the specific foreclosure process set forth in chapter
61.24 RCW or as otherwise required by Washington law.

3. The license waiver is not available for loans above the state’s usury limit of twelve
percent.

Obtaining and complying with this license waiver from state law may not meet the requirements under the federal Truth in
Lending Act as implemented by Section 1026.36 of Regulation Z (12 CFR 1026). It is your responsibility to determine
applicability of that law to your {ransaction. We encourage you to consult with an attorney.

1
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Rev. 06/9/2022
ATTESTATION

iR [Printed Name], declare:

1. 1am not in the business of financing residential mortgage loans.

2. 1 have not received five Residential Seller Financing License Waivers from the
Department of Financial Institutions prior to this one during this calendar year.

3. 1 have not constructed or acted as a contractor for the construction of the residence
identified above in the ordinary course of my business.

| declare under penalty of perjury under the laws of the state of Washington that the foregoing is
true and correct.

Dated this ___ day of ,202__in [City], [State]

[Signature] [Telephone Number]

Obtaining and complying with this license waiver from state law may not meet the requirements um.ie.r }he federal T_rulh in
Lending Act as implemented by Section 1026.36 of Regulation Z (12 CFR 1026). It is your responsibility to determine
applicability of that law to your transaction. We encourage you to consult with an attorney.

2,

Copyright@clockhoursbyangie January 2020; 7/22; 3/25

29



RESIDENTIAL DISCLOSURE SUMMARY - FIXED RATE LOAN

Date / /

Seller:

Borrower:

Property Address:

Mortgage Term (# of monthly payments)

Loan Amount: $

Interest Rate:

Principal & Interest Payment: $ per month
Fees(describe) $
$

Other conditions of your loan:

Yes No

[0 [ Your interest rate is locked
] [ Your loan has a penalty if you pay off your mortgage early

[1 [ Your loan has a balloon payment due on:

Other:

Rev. 12/05/13
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RESIDENTIAL DISCLOSURE SUMMARY — VARIABLE RATE LOAN

Date / /

Seller:

Borrower(s):

Property Address:

Mortgage Term (# of monthly payments):

Loan Amount: $
Fees(describe) $
$
Monthly
Interest Rates & Principal & Interest Payments: Rate Payment
Caps (Initial, Subsequent and Lifetime adjustment limits):
(e.g. 1/1/5,2/2/5 and 5/2/5 are common. 5/2/5 is used when
the initial introductory rate lasts longer than three years.)
Index (e.g. 1 yr. T-Bill, 1 yr. LIBOR, etc.): [nitial % $
Fully Indexed: % $
Margin (add to the index to yield the rate): Maximum: % $

Date of First Interest Rate Adjustment:

Date and Timing of Subsequent Adjustments:

Other conditions of your loan:
Yes No

[0 [ Your interest rate is locked
[] [ Your loan has a penalty if you pay off your mortgage early
[J [ Your loan has a balloon payment due on:

Other:

Rev. 12/05/13
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DO THE “SELLER FINANCING” RULES APPLY?
Once again, the three questions that you ask:

1. Isthere a dwelling?
2. Is the buyer a natural person?
3. Is the natural person moving into the dwelling?

If you answer “yes” to all three, THE RULES APPLYS.
If you answer “no”, THE RULES DO NOT APPLY TO:

e Vacantland

e The purchase of properties is strictly acquired for business purposes, such as
commercial and investment properties that will NOT be owner-occupied, even if such
properties include a dwelling.

e Land bought primarily for agriculture purposes, even if it includes a dwelling.

e Property/dwelling is purchased by a buyer other than a natural person such as an
estate, trust, corporation, partnership, association, church, union, or fraternal
organization. For purposes of Regulation Z, land trust is considered a Natural Person.

e Owner-occupied rental property that is a triplex or larger. Duplexes are not exempt.

® A home purchased for use as a second or vacation home if the buyer intends to spend
14 or fewer days in the home in the coming year.

Washington State DFI Waiver. If the property is used for a residential dwelling, Seller
shall obtain a waiver from the Washington State Department of Financial Institutions
(“DFI”) under RCW 31.04.025(3). If Seller does not give notice to Buyer that Seller has
obtained the DFI waiver within days (if days if not filled in) of mutual
acceptance, Buyer may terminate the Agreement at any time prior to Seller giving such
notice. If Buyer terminates under this Paragraph, the Earnest Money shall be refunded
to Buyer.
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NOTE AND TRUST DEED OR REAL ESTATE CONTRACT?

The client must choose which to use, NOT the agent, as you never want it to be said you were
“practicing law”.

If the client is not sure, advise the client to seek legal advice from their personal attorney.
Here is a brief explanation of the two choices:
1. PROMISSORY NOTE SECURRED BY A DEED OF TRUST

At time of closing, the real estate closer will prepare a warranty deed from the seller to
the purchaser and record said deed at closing, thus title will pass to the purchaser and
they will then be the record owner of the property. A promissory note will be prepared
at closing setting out the payment terms due to the seller by the purchaser. Also, to be
prepared and recorded is a deed of trust. This is the security for the promissory note.
So, in basic terms, the note says “Mr. Seller, | agree to pay you and this is how” and the
deed of trust says, “this is what will happen to me and the property if | don’t pay you
Mr. Seller.” When the deed of trust is recorded at closing, that document says the seller
has a security interest in the property.

2. REAL ESTATE CONTRACT

At time of closing, the real estate closer will prepare a real estate contact and record it
at closing. They will also prepare a Fulfillment Warranty Deed, which will be executed
by the seller, notarized, but not recorded at closing. The seller will remain in title and be
the owner of record on the property. When the real estate contact is recorded it gives
the purchaser a beneficial interest in the property. The warranty deed will be held in
escrow collection until the purchaser has paid the contact in full. At that time the deed
will be recorded and title will pass to the purchaser. It is kind of like buying a car —you
don’t actually get the title to the car until you have paid the car in full.

DISCUSSION:

1. Did you ever have to explain the difference between a real estate contract or a note
and trust deed?
2. Did you assume the listing took care of getting a ‘waiver”?
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Washington State DFI Waiver:

Basically, what this is all about is that when Dodd-Frank came into action regarding predatory
lending, they addressed “seller financing” in 2014 and all our changes came. They were
concerned about these sales to purchasers that would be using the home for their residential
dwelling and didn’t want sellers to set up any “predatory” terms.

The first item they addressed was that all sellers must apply for a mortgage broker’s license
before they sell to a purchaser who will be occupying the home. Well, sellers did not want to
become a “mortgage broker” which would be a waste of so much money in fees, especially if
they are only selling one or a few homes this way.

Then under RCW 31.04 the seller could apply for a “waiver” to NOT become a mortgage broker
if they complied with the following which is under 22C — Item A:

i Seller is a natural person (and not a loan originator), estate or trust.

ii. Seller has not financed the sale of another property within the past 12
months *

jii. Seller did not construct or act as a contractor for the construction of a
residence on the Property in the ordinary course of Seller’s business.

iv. The repayment schedule does not result in a negative amortization;
and

V. The financing has a fixed rate of interest or an adjustable rate of

interest that is adjustable after five or more years, subject to
reasonable annual and lifetime limitations on interest rate increases.

The waiver is very easy to apply for. You can download a form on DFI website or you can email
me at clockhoursbyangie@gmail.com and | will send to you, or you can obtain from my website

www.clockhoursbyangie . Once you or the seller complete this form you email DFI — their email

address is on the form. Usually, they will answer you that day or the next as all they are doing
in looking up in their records whether your seller has sold another property this way in the past
12 months. They will email you an approval and send you two forms to choose from for the
seller or you to complete, which is the payment terms (either Fixed Rate or Adjustable) that you
are required to give to the Purchaser. It doesn’t have a signature line but | really think the
purchaser should acknowledge that they received it with either a signature or initial so you as
the listing agent can have the proof in your file. Just saying......

Copyright@clockhoursbyangie January 2020; 7/22; 3/25 34


mailto:clockhoursbyangie@gmail.com
http://www.clockhoursbyangie/

*Now, a better explanation on the number of sales a seller can have in a 12-month period. You

have choices!

1. Your form NWMLS says under A (ii) only ONE

2. The Federal Government says THREE

3. And DFI says FIVE

WHICH WILL YOU CHOOSE?

WAC 208-620-104 OR WAC 208-620-105 EXEMPTION

You are exempt if:
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1.

You are providing loans or extending credit primarily for business,
commercial, or agricultural purposes. This exemption is not available if
you secure the loan with a lien on the borrower’s primary residence,
RCW 31.04.025(2)(e).

You are carrying the financing on raw land, even if that raw land is zoned
residential. This exemption is not available to a person constructing or
acting as a contractor for the construction of residential dwellings. See
RCW 31.04.025(2)(f).

You are carrying the financing on the sale of the home you live in (see
WAC 208-620-104(7) and WAC 208-620-105(3). If you are carrying the
financing on the sale of a house you own, but do not live in, you are not
exempt from licensure buy you may be eligible for a license waiver — See
above

You are providing loans or extending credit to immediate family members
see WAC 208-620-104(6 and WAC 208-620-105(2)
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MOBILE HOMES:

1.
2.

My seller cannot find the title. What can we do?
| tried to find the VIN# but | cannot locate it. Do you really need it?

3. How do | know if the title was eliminated?

Where do you find the VIN?

Serial Number/VIN Plate
A metal tag riveted to the exterior side of the end wall opposite the hitch (if there is more than
one section to the home, each section would include a tag).

A tag may be located at the lower right of the main entry just outside the door trim.

Serial number /VIN may be stamped on the first cross member of the steel frame at the
tongue/hitch end (the skirting required in most cities and counties of Washington usually covers
this location).

County Treasurer’s Office

The customer should contact the county treasurer’s office to see if the mobile home VIN is
included on the county tax rolls.

Certification Label

This should be located on the outside of the home approximately one foot up from the floor and
one foot in from the right side of the end wall opposite the hitch (the back of the mobile home).

The Certification Label contains the manufacturer’s certification, an embossed number, and
possibly a VIN. Use this VIN if found.

If your customer locates a Certification Label with no VIN, Housing and Urban Development
(HUD) may be able to determine if there is a VIN on file with the embossed number. They may

MOBILE HOMES:

There are 4 types of sales:

Mobile home on leased land

Mobile/ land sale — mobile not being eliminated
Mobile/land sale with title to be eliminated

Mobile/land sale with title to mobile previously eliminated
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LOCATING THE VIN — 1976 AND NEWER

To find VIN information for 1976 and newer model year mobile homes look for a HUD “data plate” inside
the home. The data plate is an 8-1/2 by 11-inch sheet of paper that includes:

1. A map of the United States
2. The Vehicle Identification Number
3. Housing and Urban Development (HUD) number

4, Date of Manufacture of the mobile home

The HUD date plate is usually located in one of the following places:

1. On or near the main electrical panel
2. Inacabinetin the utility room
3. Inakitchen cabinet

4. In abedroom closet

LOCATING THE VIN — 1975 AND OLDER
Because VIN standards varied throughout the U.S., Washington State used the American National
Standards Institute (ANSI) standard. The customer may be able to locate this ANSI number, which we can
use as a VIN by checking the following locations:

1. Onthetongue or hitch

2. Onor near the electrical panel

3. Inthe enclosure containing the hot water tank

4. In the kitchen sink cabinet

5. The walls of the bedroom closets.
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If you cannot find the title:

1. Call Department of Licensing and give them the address or parcel number to see if they
can help in any way. Their information is NOT public information so they cannot tell you
who is on the title. You can give them the names of the parties you think may be on
title and they will say yes or no. And, if there is a lienholder, they will tell you there is a
lienholder BUT they will not tell you who.

2. If the mobile is on land (not in a park) then call the title company information
department and see who the title is vested in. Get a copy of that deed where your
sellers came into title. Many times, your seller’s seller is the party who is still on the
mobile home as the owner. There have been many closings done in the past where the
land was conveyed to the new purchaser but the mobile home documents were not
done in the closing so the mobile is still in the previous seller’s name.

If you are able to obtain the necessary information required, your closer can prepare a
Department of Licensing form called “LOST TITLE AFFIDAVIT”, and a new title will be obtained
thru closing for your purchaser.

If you have exhausted all possible outlets to try to get the title transferred and still don’t
know whose name the title is in, then the last resort would be called “OWNERSHIP IN
DOUBT”

WAC 308-56A-210 OWNERSHIP IN DOUBT- BONDED TITLE OR THREE-YEAR REGISTRATION
WITHOUT TITLE

1. What is Ownership in Doubt? Ownership in doubt is when a vehicle owner(s) is unable to
obtain satisfactory evidence of ownership or release of interest as described in WAC308-
056A-265

2. What options are available in an ownership in doubt situation? When in an ownership
situation in a doubt, the owner may:

Apply for three-year registration without title; or
Apply for a bonded title described in RCW46.12.151; or

c. Petition any district or superior court of any county of this state to receive a judgment
awarding ownership of the vehicle. This is required if ownership of the vehicle is contested
after the applicant makes application for ownership in doubt and before the three-year
ownership in doubt period has lapsed.
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HOW DO | FIND OUT IF THE TITLE WAS ELIMINATED?

You would need to call the title company and ask for the information department. Ask them to
search if the title to the mobile was previously eliminated. If it was, they will send you a copy of

the form.

Or, once you have opened the listing preliminary, the title report will show an actual exception
on the title as to when the title was eliminated and the recording date.

If it was not recorded, it is not eliminated.
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Quiz for ‘AFTER HOURS INQUIRIES’

1 Closing is when recording is completed and funds are available to seller. True | False
2 NWMLS Form 21 says the purchaser is to get possession by midnight. True | False
3 The seller gets his proceeds check at the signing appointment. True | False
4 Most holders of earnest money will release with a completed 35R. True | False
5 A rescission agreement is the only form used to release earnest money. True | False
6 If the parties cannot agree who gets the earnest money, then an interpleader True | False
action is the only thing remaining that must be done per form 21
7 All closers hold back $500.00 for the final utility bill. True | False
8 The utility holdback can be used to pay for additional recording fees. True | False
9 All Utilities are paid by the closer. True | False
10 | The answers on the 1099S reporting form will determine whether the closer True | False
will report the sale to the IRS or not.
11 | All Foreign sellers are subject to backup withholding of 15% of net proceeds. True | False
12 | LPO are allowed to pick and prepare the FIRPTA reporting documents. True | False
13 | The FIRPTA holdback is based on the sales price. True | False
14 | The seller only needs to request a waiver from DFI if the purchaser will be True | False
occupying the home as their primary residence.
15 | State and Federal requirements differ on how many waivers a seller may obtain | True | False
16 | Thereis no difference between a real estate contract and a note & trust deed. | True | False
17 | New to NWMLS Form 22C requires the seller to give proof to the buyers that True | False
they obtained the waiver form from DFI.
18 | Any mobile home can have the title eliminated. True | False
19 | If the title was eliminated it would show up on the title report. True | False
20 | Finding the VIN number can be challenging at times. True | False
| hereby attest that | have read the material and answered the questions.
Signature
Date completed
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Mandatory Evaluation for AFTER HOURS

INQUIRIES
OCkhOU I'S Please fill out the following form and return
by Angle with your completed clock hour class quiz.
Name/ Company
Address:

City, State, Zip:

Phone: (personal) (work)

Email:

License Renewal Date:

Signature: Date:

1. What are 3 things that you learned from this course?

2. Do you feel the clock hour material was easy to follow?

3. Did the material give you information to help you in your profession?

4. Will the material help you with future transactions?

5. Why did you choose to take this course? Topic __ Time __ Cost __Ease __ Other__

6. How long did this class take you to complete? (a “clock hour” is 50 minute)

How will you pay for this correspondence class?

cash check debit/credit information needed:

Card number exp date

3 digits on back zip code of where bill is mailed
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