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Manifest Destiny—Be Careful Along the Way

Technology has made it easier than ever to operate in more than one jurisdiction. Technology, however, has not
eliminated the potential pitfalls associated with doing so. Rules and customs are different from state to state, and

sometimes county to county.

The Story: It was a cold winter day in the
Northeast. The wind was howling, snow-banks
were growing, and most residents were shut-
tered inside their homes thinking about staying
warm, not refinancing. Louie and Clarkston
were at work bemoaning the fact that business
always drops with the mercury in the thermome-
ter. It was at that moment that Louie had a
thought. Why work only in the Northeast? It's a
big country and modern technology allows busi-
nesses to operate in more than one place at the
same time. For the rest of the dark, cold winter
Louie and Clarkston discussed and planned ex-
pansion. By the next winter, Louie and Clark-
ston had established a second location in the
Southwest. Despite the fact that there was two
feet of snow in the Northeast, for Louie and
Clarkston business was booming ... 2,500 miles
away.

In order to control costs, Louie and Clarkston
staffed their Southwest location with a single
employee, Jimmy, who recently had graduated
from Cactus University. Jimmy had no
knowledge of the title industry — national or lo-
cal. Louie and Clarkston were running the
show and teaching Jimmy along the way.

During their first month of operation, Louie and
Clarkston conducted fifteen closings. For each
closing Louie and Clarkston addressed the is-
sue of mechanic’s liens in the same way that
they did in the Northeast. Specifically, Louie
and Clarkston checked the courthouse’s elec-
tronic records for filed mechanic’s liens, and
asked the sellers if any contractors had
worked on the property within the last 90 days.
In each instance the seller confirmed that no
work had been done in the last 90 days.

Unbeknownst to Louie, Clarkston and, not sur-
prisingly, Jimmy, the time allowed for filing
mechanic’s liens in this Southwest state was
longer than where Louie and Clarkston long
had been operating in the Northeast. Louie
and Clarkston learned this lesson the hard
way. Within a month of conducting their first
closings in the Southwest, a claim was filed
against a title policy that they had issued. As it
turned out, one set of sellers had work done
on their home 150 days before their closing.
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The contractor who remodeled the kitchen and two bathrooms, and who still was owed $35,000 for
the project, had 180 days to file a lien against the property — and did so. In order to clear the lien
from the property, Louie and Clarkston’s underwriter paid the contractor’s outstanding bills. Unfortu-
nately, the sellers who did not pay the contractor’s bills in the first place were long gone, so the un-
derwriter looked to Louie and Clarkston for recovery of its loss.

The Lesson: Technology has made it easier than ever to operate in more than one jurisdiction.
Technology, however, has not eliminated the potential pitfalls associated with doing so. Rules and
customs are different from state to state, and sometimes county to county. When operating in more
than one jurisdiction, check and familiarize yourself with all of the local rules. For anything that has
a timing element associated with it, make sure you know the timing in each jurisdiction and custom-
ize your forms and/or checklists accordingly. Further, be sure to know and understand each jurisdic-
tion’s rules concerning notarization, as those tend to be quirky and vary significantly from jurisdiction
to jurisdiction.

TIAC thanks Jordan Rubinstein, Esquire, of Troutman Sanders LLP, for writing this article.
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While Lessons From Losses draws upon the claims handling experience of TIAC's claims counsel, Troutman Sanders, LLP, the cir-
cumstances described are for illustrative purposes only. This material is not intended to establish any standards of care or to serve
as legal advice appropriate for any particular factual situations. Lessons From Losses also does not create an attorney-client rela-
tionship; please consult counsel for appropriate advice regarding the specific circumstances of any claim or transaction.




