§1927.56

actions to be taken before closing of
the transaction. The binder must in-
clude a commitment to issue a lender
policy in an amount at least equal the
amount of the loan, except in instances
where there may be an outstanding
owner’s policy in favor of the borrower.
Not withstanding the provisions of this
section, the instance of an assumption
without a subsequent loan, the existing
policy may be continued if the cov-
erage meets or exceeds the assumption
balance and the title company agrees
in writing to extend coverage in full
force and effect.

(f) [Reserved]

§1927.56 Scheduling loan closing.

The agency, in coordination with the
closing agent, will arrange a loan clos-
ing and send loan closing instructions,
on an agency form to the closing agent
when the agency determines that the
exceptions shown on the preliminary
title opinion or title insurance binder
will not adversely affect the suit-
ability, security value, or successful
operation of the property and all other
agency conditions to closing have been
satisfied.

§1927.57 Preparation of closing docu-
ments.

(a) Preparation of deeds. The closing
agent, unless prohibited by law, will
prepare, complete, or approve docu-
ments, including deeds, necessary for
title clearance and closing of the trans-
action and provide the agency with the
policy of title insurance or title opin-
ion providing the lien priority required
by the agency and subject only to ex-
ceptions approved by the agency. Agen-
cy forms will be used when required by
this part.

(1)-(2) [Reserved]

(b) Preparation of mortgages. The clos-
ing agent will insure that all mort-
gages are properly prepared, com-
pleted, executed, and filed for record.
Where applicable, the mortgages
should recite that it is a purchase
money mortgage. The following re-
quirements will be observed in pre-
paring agency morgages:

(1)—(8) [Reserved]

(9) Alteration of mortgage form. An
agency mortgage form may be altered
pursuant to a State Supplement having
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prior approval of the National Office,
or in a special case, to comply with the
terms of loan approval prescribed in
accordance with program instructions.
No other alterations in the printed
mortgage forms will be made without
prior approval of the National Office.
Any changes made by deletion, substi-
tution, or addition (excluding filling in
blanks) will be initialed in the margin
by all persons signing the mortgage.

(10) [Reserved]

(11) Mortgages on leasehold estates.
When the agency security interest is a
leasehold estate, unless State law or
State Supplement otherwise provides,
the real estate mortgage or deed of
trust form, available in any agency of-
fice, will be modified as follows:

(i) In the space provided on the mort-
gage for the description of the real
property security, the leasehold estate
and the land covered by the lease must
be described. The following language
must be used unless modified by a
State Supplement:

All of borrower’s right, title, and interest
in and to a leasehold estate for an original
term of  years, commencing on , 19
~_, created and established by and between
as lessor and owner and  as lessee,
including any extensions and renewals there-
of, a copy of which lease was recorded or
filed in book , page , as instrument
number _ , in the Office of the (e.g., Coun-
ty Clerk), for the aforesaid county and State
and covering the following real property:

(ii) Immediately preceding the cov-
enant starting with the words ‘‘should
default,”” the following covenant will
be added:

( ) Borrower covenants and agrees to pay
when due all rents and any and all other
charges required by said lease, to comply
with all other requirements of said lease, and
not to surrender or relinquish, without the
Government’s prior written consent, any of
borrower’s right, title, or interest in or to
said leasehold estate or under said lease
while this mortgage remains of record.

(12) Mortgages on land purchase con-
tract. When the agency security inter-
est is on a borrower’s interest in a land
purchase contract, OGC will provide
language used to modify agency forms.

(13) [Reserved]

(c) [Reserved]

(d) Preparation of protective instru-
ments. The closing agent will properly
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