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ALERT: Foreclosure of Condominium Lien Extinguishes First Deed of
Trust

September 19, 2014
 

Lenders beware: A first deed of trust secured by a condo unit in Washington, D.C. might not be safe. In the case of
Chase Plaza Condominium Association, Inc. and Darcy, LLC v. JPMorgan Chase Bank, N.A., decided on August 28,
2014, the D.C. Court of Appeals held that a condo association's foreclosure of its statutory "super priority" lien for six
months of condo assessments extinguished the unit owner's prior-recorded deed of trust.

In Washington, D.C., liens recorded first generally have priority over subsequently recorded liens. In Chase Plaza,
however, the Court held that a lien for delinquent condo assessments recorded in 2008 had "super priority" status over
the unit owner's deed of trust recorded in 2005 because Section 42-1903.13(a) of the D.C. Condominium Act requires
priority of the condo association's lien, although only to the extent of six months of common expense assessments. Any
additional amounts covered by the condo association's lien would not have "super priority" status and would be junior to
the first deed of trust. Citing the common law rule that the foreclosure of a senior lien extinguishes all junior liens, the
Court further held that the foreclosure of the condo association's "super priority" lien extinguished the prior-recorded
deed of trust, even though proceeds of the foreclosure sale were insufficient to pay off the lender secured by the first
deed of trust. Although the Court acknowledged "legitimate policy concerns" (namely, that such a holding could leave
mortgage lenders unable to protect their interests), the Court concluded that the lender failed to show that such a
decision by the Court would be "absurd or clearly unreasonable."

The Court noted in its decision that lenders have the option to protect themselves by requiring borrowers to escrow six
months of condo assessments (as lenders do with property taxes), or by simply paying off the delinquent condo
assessments themselves.

If you have any questions or would like more information about the Chase decision, please feel free to contact any of the
Linowes and Blocher LLP attorneys listed below. We are available to assist you.

Steven Dube at sdube@linowes-law.com or 301-961-5209

Alex DuFour at adufour@linowes-law.com or 301-961-5179

William Hoffman at whoffman@linowes-law.com or 301-961-5212

William Riggins at wriggins@linowes-law.com or 301-961-5162

David Weintraub at dweintraub@linowes-law.com or 301-961-5258

Earl Wise at ewise@linowes-law.com or 301-961-5280
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Linowes and Blocher LLP has prepared this e-blast for general information purposes only, and the information contained
in it does not constitute legal advice. This e-blast is not an offer to represent you and does not create an attorney-client
relationship with Linowes and Blocher LLP or any of the firm's lawyers. You should not act, or refrain from acting, in a
manner that changes your legal position based upon any information contained in this e-blast without first consulting with
an attorney.
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