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Today’s presentation will be a series of 
slides containing subtle visual aids to 
assist you in understanding and 
remembering the various steps and 
parties to a typical real estate loan 
closing – known generically as the 

“MORTGAGE”





Mortgage – Lien on identified real estate
Two Parties: Borrower (Mortgagor) and Lender 
(Mortgagee)

Released by a satisfaction recorded by 
Mortgagee

Deed of Trust – technically, a transfer of title to        
identified real estate 

Three parties: Borrower (Grantor), Trustee, and 
Lender (Beneficiary)

Released by a Reconveyance recorded by 
Trustee

Security Deed – technically a transfer of title      
directly from the borrower to the lender
(Only used in Georgia)





The Borrower is the person who 
wants to use a piece of real estate as 
collateral for a loan.  Borrowers often 
have only the vaguest idea how to 
proceed.



The Borrower may be a purchaser, 
who has committed himself to buying 
property.





Lenders considering a purchase 
money loan will start off their 
consideration by asking for a copy of 
the Sales Contract. 





Sales contract – Written agreement between 
Purchaser and Seller that describes all the 
essential conditions of an agreement to sell real 
estate.

Statute of Frauds – An agreement to sell real 
estate must be in writing to be enforceable.

Specific Performance – Remedy available in 
Contract law to require a party to perform as 
agreed, when money won’t solve the problem.  
Often the best solution in cases of real estate 
sales since land is unique.





In other instances, the Borrower is a 
Homeowner, who already owns a 
home and is interested in refinancing 
or getting a home equity loan or line 
of credit.



Homeowner – refinancing an existing 
mortgage to obtain better terms:

Lower rate; Increased loan 
amount; Extend due date

Second mortgage – junior lien 
subordinate to the original 
mortgage

Home equity line of credit –
revolving loan allowing the 
homeowner to tap into the equity 



…correspondingly, there are different 
sorts of Lenders





As I mentioned, there are various 
types of Lenders, such as large 
national banks





Large national banks with a huge 
network of mortgage brokers or 
mortgage loan officers,





…and there are also local lenders 
whose geographic footprint is 
considerably smaller, like Credit 
Unions





Regardless of the type of lender, the 
loan process follows a fairly standard 
set of procedures.





Loan Application – disclosure of borrower’s 
financial circumstances:

1. Income
2. Assets
3. Liabilities
4. Monthly obligations
5. Stated purpose for loan
6. Always signed – often verbal at first and 

reduced to writing at time of loan closing





Credit Report – three primary providers of Credit Reports:
1. Equifax
2. Experian
3. Trans Union

• Data includes payments history reported by lenders (credit 
cards, auto loans, mortgages)

• Also public record information (bankruptcy)

• FICO – Fair, Isaac Company – numerical expression of a 
borrower’s estimated creditworthiness 

TransUnion's TransRisk score ranges from 300 to 850 and 
the Equifax Credit Score ranges from 280 to 850. 
Meanwhile, one Experian score ranges from 360 to 840 
and another ranges from 330 to 830.





Appraisal – estimate of the current value of real 
property

“Current Value” – a snapshot as of the date 
of the appraisal; can vary over time
“Estimate” – based on statistical analysis 
and objective data, but ultimately only an 
opinion 

Types:
1. Market comparison
2. Replacement
3. Income – for commercial properties only
4. Today we are seeing growth in the use of 

automated valuations, in which tech companies 
use publicly available data and apply algorithms 
and trend analysis





Flood Zone Determination – identifies the location of 
the subject property relative to the most recent FEMA 
(Federal Emergency Management Agency) map of flood 
plains in the region

If your property is in a 100 year plain, most lenders will 
require that you obtain a policy of flood insurance

Life of Loan coverage – FEMA maps change from time to 
time, and if a lender gets Life of Loan coverage from the 
Flood Determination provider, if your mortgaged 
property gets included in a flood plain at any time, the 
flood insurance requirement will be triggered.





Title Examination – Lenders like to know that the mortgage is in 
“first place,”  that there is no other lien holder with a superior 
interest in the property.  It is also necessary to know that the 
borrower signing the mortgage is in fact the current owner of the 
property, and that there is no other undisclosed person with a 
interest in the property

While lenders historically were willing to rely on the title opinion 
of a local attorney, when lending became more of a national 
business where lenders were not local to the collateral, and 
especially with the advent of the secondary mortgage market, 
most investors require title insurance to verify their lien position.  
A title policy is preceded by a Title Commitment, which identifies 
all aspects of the status of title to the subject property.  When 
the requirements in the commitment have been satisfied, the 
Title Insurance Policy is issued.





After the lender has reviewed the Credit Report, the results 
of the Appraisal, the Flood Zone information, the title 
commitment, and determined that the loan meets all 
underwriting requirements, the loan officer will notify the 
borrower and issue Lender Closing Instructions to the 
settlement agent, setting forth the documents, additional 
information, and financial considerations that will be 
required at the Closing.

The Closing ceremony in a purchase transaction may be a 
Round Table closing (common in the Eastern United States) 
in which the buyer, seller, real estate agents, and closing 
agent are all present.  In Escrow states, the seller and buyer 
meet independently of each other with their respective 
Escrow Agent.





In most states, a closing is facilitated by a title 
company, normally an independent agent appointed 
by a title insurance underwriter and authorized to 
disburse loan proceeds, pay off open liens, taxes, 
and other applications directed by the Lender’s 
Closing Instructions.  The Title Company will also 
issue the final title insurance policy.

In escrow states, the disbursement of funds is made 
by an Escrow Agent, who is independent of the title 
company.  Nevertheless, the Title Company will be 
the issuer of the title insurance policy



There are still a few states that require the 
closing be facilitated by an attorney.

These are referred to as “attorney states,” and 
include Delaware, Georgia, Massachusetts, 
North Carolina, South Carolina, and West 
Virginia.  Attorneys may also close real estate 
transactions in other states, but they are not 
required as they are in the attorney states.





Well, OK – all attorneys aren’t necessarily 
menacing… 





Of course, everything that has gone on so far 
is of little consequence until the loan 
document (Mortgage, Deed of Trust, or 
Security Deed) is recorded.  The recordation 
of the instrument is critical to establishing 
the respective rights of parties claiming an 
interest in land.  Absent unusual 
circumstances, the first party to record an 
interest in the property (in the appropriate 
court house) has a superior right over any 
subsequent person.
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