LIEN AGENTS:
WHY YOU WANT
AND NEED THEM

PLUS:
NEW DEVELOPMENTS

Chicago Title CPE Seminar |

2018 Keys from the Castle

RESOURCES

* Title 101: page 73-79

* Chicago Title website:

https://www.northcarolina.ctt.com/articles.as|




MECHANICS’ LIEN AGENT LAW
EFFECTIVE APRIL 1, 2013

“MLA” Projects:

¢ First contracted on or after April 1, 2013

* Cost $30,000 and over

¢ Residential or commercial property

¢ NOT renovation to property used by Owner as existing
residence (no matter price)

¢ Whether or not a building permit is needed
* NOT “public” projects (not lienable, bonded under Article 3) 4

CRITICAL DATES

* “First Contracting”
e Lien Agent must be appointed in LiensNC
* “First Furnishing”
¢ Contractor (date of relation back)
¢ Subcontractor (Potential Lien Claimant)
* Relation back
15 additional days to file Notice in LiensNC
e Last Furnishing
* 120 days claim; 180 days civil action 5

RTH CAROLINA

LIEN AGENT SYSTEM

EFFECTIVE APRIL 1, 2013
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SEARCH PERIOD

FROM: “FIRST CONTRACTING”

« Before the survey

« Before the plat (for developer)

« Before the architectural drawings (for new condo)

« Before the purchase (for acquisition/construction loan)
THROUGH: “LAST 15 DAYS AFTER TO CLOSING” (so search to date
of closing & Form 5, 6 & 7 include latest providers)

¢ PLC’s can file 15 days after first furnishing, - which may be

post-closing if first furnishing is just before closing

Remember: Work often “starts” before they own the property.
See Pitt Dev. V. Dalton Moran Shook 8

SEARCH TIPS

* No wild card
* Start simple and literal -
* DO USE
« Distinctive words (Owner, street name)
* Connectors (ALL CAPS) = AND, OR, NOT
* Quotation marks “” around multiple words in specific order
« DO NOT USE
* Common words (North or Smith)
* Abbreviated words or initials
* Avoid: “St” or “Rd” or “Dr”
* Avoid: “D.R” or “DR” or “DR”
* Plurals: Builder vs. Builders
¢ Punctuation and spaces (they are ignored in search query)




ANALYZE RESULTS

Owner
Contractor
Design Professionals

Potential Lien Claimants

Design Professionals (earlier filings)

Closing Attorney, Settlement Agent, Lender :
Be sure to use the “Closing

Lien Agent Notice” optiontostay |0
alerted of future filings on
your Appointments!

HOW DO YOU DETERMINEWHO IS ON THE PROJECT
AND FROM WHOM YOU NEED WAIVERS AND
SUBORDINATIONS?

Using the information the lender already has on-hand in their
loan underwriting file, such as:

» Construction budgets
» Sources and uses

» Construction contracts between owner(s) and potential
lien claimants

» Construction Loan Agreement "

R

« Requires cancellation of a Notice to Lien Agent for residential projects within a
reasonable time after final payment.

CANCELLATION OF NOTICE

* Commercial cancellation is optional.

 Cancelling a Notice would not cancel a filed Claim of Lien.

* Automatic expiration after five (5) years posting notice unless renew.

* Renewal filing relates back unless it expired before it is renewed.

« Raises fees from $25 to $30 for Residential and from $50 to $58 for Commercial.

« Old notices will be archived after expiration or cancellation.

« Effective October 1,2018. 12




NEW FEATURES ON LIENSNC (OCT. 1,2018)

Account -~ @ Information a

Appointment filing fee increases:

Welcome, testuser 1-2 Family Dwelling:  $30
Other $58
ﬁGraupA(wuk - My Nerts |
& My Alerts et
a
Route Notice Route Notice

Cancel Notice Cancel Notice

Add Comment Add Comment

NCLTA FORMS —
FOR EVERY OCCASION

NCLTA LIEN FORMS

NON MLA FORMS ‘ ‘MLA FORMS

* FORM | — Lien Waiver — no new * FORM 5 — Owner Affidavit
construction « FORM 6 -- MLA appointed and

* FORM 2 - Construction recently
completed (WAIVER)

* FORM 3 — Construction in
Process or Immediately
Contemplated

(SUBORDINATION) Immediately Contemplated
(SUBORDINATION) 15

Construction Recently
Completed (WAIVER)

* FORM 7 — MLA appointed and
Construction in Process or




- COMMITMENT
T—— REQUIREMENT

COMMITMENT REQUIREMENT:
DEFINITIONS

“Non-MLA Projects”

“Owner” — holder of any interest in the Land, including leasehold owner or
contract purchaser

“Potential Lien Claimant” (or “PLC - MLA”)

COMMITMENT REQUIREMENT:
DEFINITIONS

“Contractor” Any person or entity who

* has performed or furnished or has contracted to perform or
furnish Labor, Services or Materials pursuant to a

* contract, either expressed or implied, with the Owner of
real property for the making of an Improvement thereon.

OR
* who has delivered a claim of lien upon funds to the Owner.

NOT the
Owner!




COMMITMENT REQUIREMENT:
NO RECENT OR CONTEMPLATED CONSTRUCTION
BY THIS OWNER

NCLTA FORM 1 (Owner Affidavit) from every seller (on sale) or
borrower (on refinance)

Have not contracted for recent or contemplated improvements
on the Land or for a construction loan

Commitment Requirement
Construction Contemplated or In Process

BE AWARE!!! If BUYER has contracted for or is

contemplating improvements, BUYER must comply with
“CONSTRUCTION CONTEMPLATED OR IN PROCESS” 20

- requirements, appointment, posting. -

COMMITMENT REQUIREMENT
CONSTRUCTION CONTEMPLATED OR IN PROCESS

Non-MLA project: NCLTA FORM 3 (Owner/Contractor Affidavit,
Indemnity and Lien Subordination) (LENDER COVERAGE ONLY) from
every Owner and every Potential Lien Claimant




COMMITMENT REQUIREMENT
CONSTRUCTION CONTEMPLATED OR IN PROCESS

MLA project: Receipt of proof satisfactory to the Company that prior
to closing or prior to first contracting for construction (whichever
occurs first)

« A Lien Agent was designated on the LiensNC.com website, &

* The Appointment of Lien Agent was posted at the Land;
NCLTA FORM 5 (Owner Affidavit) from every Owner; AND
NCLTA FORM 6 (MLA Lien Waiver) or NCLTA FORM 7 (MLA
Subordination of Liens — LENDER COVERAGE ONLY) from every PLC

22

NCLTA LIEN FORMS:
CONSTRUCTION CONTEMPLATED OR IN PROCESS

MLA: FORM 5 (OWNER) AND
NON MLA:FORM 3 FORM 7 (EACH “POTENTIAL LIEN CLAIMANTS")

Commitment Requirement
Construction Contemplated or In Process

¢ NOTE: In all cases in which an MLA was required but not (timely)
appointed, prior approval and terms of coverage (if any) by
Company underwriting counsel is required. 24




COMMITMENT REQUIREMENT
RECENTLY COMPLETED IMPROVEMENTS

Non-MLA project: NCLTA FORM 2 (Owner/Contractor Affidavit,
Lien Waiver, and Indemnity) from every Owner & PLC

MLA project: Receipt of proof satisfactory to the Company that
prior to closing or prior to first contracting for construction
(whichever occurs first)
* A Lien Agent was designated on the LiensNC.com website &
* The Appointment of Lien Agent was posted at the Land
NCLTA FORM 5 (Owner Affidavit) from every Owner; AND
NCLTA FORM 6 (MLA Lien Waiver) from every PLC-MLA 25

NCLTA LIEN FORMS:
RECENTLY COMPLETED CONSTRUCTION

NON MLA: FORM 2 MLA: FORM 5 (OWNER) AND
| FORM 6 (EACH “POTENTIAL LIEN CLAIMANT")

26
RECAP: MECHANICS’ LIENS:
FORMS FROM WHOM?
IF NO LIEN AGENT IF LIEN AGENT APPOINTED
* FORM 5 — Owner
N\ [+ Construction Loan * Construction Loan
| * FORM 3 (or 2 if finished) — * FORM 7 (or 6 if finished)
/ + Owner * Notice filers
« ALL PLC's withi @ « First furnishers in 1§
* General Contractor \eewe
* Completed Construction * Completed Construction
+ FORM2 - + FORM 6
+ Owner * Notice filers
« ALL PLC’s withil @ * First furnishers in |3
* General Contractor (i ome
27
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