FINISHING THE CLOSING PROCESS 

After all interested parties leave the closing table, a title company’s work has entered a new phase. In fact, the title company that insured you now has new tasks to perform.  There are papers to record in the county where the property is located, and much follow-up left to do.

After the title closer leaves the closing she or he finishes getting the closing documents ready to forward back to the title company.  Once we get the closing package, we “break down” the file.  This process entails going through all documents to make sure that names are correct on the deed and the mortgage, that the record description of the property as recited in the documents conforms to that in our title report, and that all closing affidavits which were received at closing are in good form.  In addition, money escrows received at closing designated to pay open real estate taxes, or to pay an open money judgment, for example, need to be processed and forwarded to the appropriate parties to clear those open closing items.

Money escrows taken at closing present a particularly sensitive area fraught with danger for the title company.  In the case of funds taken “to pay” a currently open item, it is simply a matter of having the process expedited in order to avoid the imposition of penalties and interest.  More worrisome are the escrows “to hold” certain funds for a specific period of time contingent upon the escrow depositor clearing up the judgment, lien or other flaw in title which gave rise to the escrow in the first place.  The title company must constantly monitor the numerous deadlines on such escrows to insure that the issue in question is disposed of within the time frame allotted by the Escrow Agreement, and if not the title company has the right as well as the duty to use the appropriate escrow funds to clear up the cloud on title.

There are strict deadlines that must be adhered to in recording transfer forms and documents within the various counties and in New York State.  The New York State transfer form (Form TP584) must be filed within 14 days of the closing (delivery), so as not to incur a money penalty for late filing.  The same is true for New York City transfer forms.  These forms must be filed within 30 days of the date of closing so as not to incur a monetary penalty.  If there is a problem with the form, or with other documents that must be recorded, and the transfer forms cannot be filed timely, there is a 5% monthly penalty based upon the transfer tax for each month the papers are not recorded, up to a maximum of 25% in total.  If the transaction at hand is a large deal then the penalty for late filing will be costly.  

Deeds and mortgages, along with the appropriate transfer forms, have potential recording problems if social security numbers or EIN numbers are not available at closing.  In the event that one of these documents has to be corrected and we need to wait for the corrected document to come back to our company to record the delay continues.  This is also the reason why the title company is wary of closing a transaction when documents are “to follow” post-closing.  For example, we know that without certain documents such as a Section 255 Mortgage Tax Affidavit (for partial exemption from mortgage tax), it will be impossible to record a Mortgage Consolidation, Extension and Modification Agreement.  If the seller’s attorney on a purchase has prepared the ACRIS (New York City’s “Automated City Register Information System”) forms and a correction must be made, we must first obtain that attorney’s ACRIS password to allow us into the form to make the necessary corrections.  That very process may cost us time delays in getting the papers out to the county to record.  The title company may seem inflexible in requiring that all the necessary documents and accompanying affidavits, etc., be physically present at the closing and in recordable fashion, but this seeming rigidity is borne out of experience with the fact that no one really appreciates having to follow up and create or recreate documents once a closing has concluded.

When the closing documents are forwarded for recording, there is still follow-up work remaining.  Closing documents are tracked to see when they are actually recorded in the county.  Many counties of New York City and New York State have a lag time in recording, as the recording documents need to be examined there to insure that the documents conform to the recording statutes of the county and state.

A closing document is handled by a number of people in different areas of our office as well as in the county.  Diligence on our part, as well as on the county’s end, is necessary to ensure that the documents are properly recorded against the subject property thereby providing “constructive notice” to the public that there is a new interest in that specific property.  
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