PAGE  
1

THE ATTORNEY’S GUIDE TO CHICAGO TITLE’S 

ESCROW TRUST INSTRUCTIONS FOR INSTALLMENT CONTRACT

Chicago Title Insurance Company has developed four different escrow trust instructions that can be used for the purchase of real estate pursuant to an installment contract.

Escrow Trust Instructions Number One

No Title, Seller Documents Retained

This form would be used in a situation where Chicago Title is acting as an escrowee for the deed from the contract seller to the contract purchaser.  These instructions contain a provision that allows the escrow agent to deliver the seller’s deed, transfer declaration, and other documents to the contract purchaser upon being furnished evidence that the purchaser has paid all amounts due under the contract.

This form is similar in purpose to a strict joint order escrow.  Consider, for example, a situation where Seller and Buyer execute an installment contract.  They don’t need a closing; they need only to have a neutral third party hold the documents until the terms of the contract have been fulfilled.

Escrow Trust Instructions Number Two

Title, No Seller Documents Retained
These instructions would be used, for example, in the following situation:  Seller agrees to sell his home to Buyer via installment contract.  Buyer and Seller execute the contract and schedule a closing, which is almost identical to a conventional residential closing.  For example, the buyer brings his down payment check and turns it over to the closer.  The attorneys for the parties clear up any last-minute title exceptions.  The only difference between this closing and a “regular” closing might be that at this closing, Buyer and Seller will probably sign a memorandum of contract.  After the closing, the executed memorandum is recorded and the title insurance policy is issued in favor of the contract purchaser.

With this set of instructions, the parties have the option of depositing a reconveyance deed from Buyer to Seller into the Escrow.  This deed would be used to extinguish the buyer’s interest in the home in the event the buyer defaults on the contract.  

Escrow Trust Instructions Number Three

Title, Seller Documents Retained, No Collection
Escrow Trust Instructions Number Three is a hybrid combination of instructions one and two. Like number one, this form includes provisions for the escrowee to retain (and eventually deliver to the purchaser) the seller’s deed and other documents.

But like number two, this set of instructions provides a means by which Chicago Title can conduct a conventional real estate closing and later issue a title insurance policy.  And like number two, this agreement includes a Reconveyance Rider.  This rider sets forth a detailed procedure whereby Chicago Title can record an escrowed quit claim deed from the purchaser back to the seller, thus extinguishing the contract purchaser’s equitable interest in the home.

Escrow Trust Instructions Number Four

Title, Seller Documents Retained, Collection
These instructions are very similar to Escrow Trust Instructions Number Three.  However, this form includes provisions for the escrowee to make contract payments to the seller or at the direction of the seller.

Consider what can be accomplished with Escrow Trust Instructions Number Four:  Seller and Buyer execute an installment contract.  Their attorneys schedule a closing.  At the closing, the parties (and the closer) clear title matters, execute a memorandum of contract, and collect and disburse money.  (Later, the memorandum will be recorded and a title policy will be issued.)

The escrowee retains the seller’s deed and other conveyance documents; they will be delivered when the terms of the contract are fulfilled.  The escrowee also retains a reconveyance deed, which will be recorded in the event the buyer defaults. 

But this set of instructions also includes provisions wherein Chicago Title acts as an independent depository for the collection and disbursement of funds to the seller, the seller’s lender, or to whomever else the parties direct.  Monthly mortgage payments, yearly homeowner’s insurance premiums, biannual real estate tax payments, and contract proceeds payments to the seller can all be made pursuant to these instructions.

