Mortgage Documents Deciphered

With their being so many documents for borrowers to review and sign in the course of obtaining a mortgage, it may be helpful to review just a few of the documents. Understanding them is important. If you have questions, seek out the advice of someone who is familiar with them, or hire a real estate attorney. 

The Note: This is the most important of all the documents that the borrower signs.  Regardless of who will actually own the property, the note stipulates who will be paying for it.  The note also includes the property address, loan amount, terms of the loan, and the payment amount.  

Things to look out for in the note are indications that the interest rate may change over time or that there is some type of prepayment penalty.  If either is the case, be sure that you understand the terms before you sign the note.

The Mortgage: This is a lien on the property secured by the note. This means that if a borrower defaults on the note, the lender has the right to take ownership of the property.  The mortgage often has riders or addendums on it, which need to be reviewed and understood.

The Title: This important document says who owns or is vested in the property, and the terms of the ownership. In the event of the death of one of the owners, the title determines what happens to the part of the property they owned, (i.e. who gets it.)

HUD Statement: Also called a settlement statement, this document shows where all of the money is coming from - and going to - in the transaction.  This includes lender fees, third-party fees, escrows, payoffs, etc.  Fees here should closely match estimates given at the beginning of the loan process.
