


TheThe
“Closing”g

Loan OriginationLoan Origination



D dDeed

Promissory Note

Security Instrument



W t  D dWarranty Deed
Title To PropertyTitle To Property

Transfers Title of Real EstateTransfers Title of Real Estate
Property/House

Seller to Buyer



Titl  t  P t  i  i d Title to Property is required 
to grant Title in the Security to grant Title in the Security 
Instrument to be held by the 

Trustee named in the 
S it  I t t  Security Instrument as 

Security to the Promissory Security to the Promissory 
Note.



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Security InstrumentSecurity Instrument
Deed of Trust

Mortgage
Security DeedSecurity Deed



S it  I t tSecurity Instrument

The document that secures to 
the Lender/Beneficiary a 

it  i t t i  th  R l security interest in the Real 
Estate as collateral for 

payment of the indebtedness.



Security InstrumentSecurity Instrument

The three parties that are 
i d t  b  d  th  required to be named on the 

Security Instrument.y
Borrower

Lender/Beneficiary
T tTrustee

Trustee holder in Trust for the Lender only in event of Default



Promissory NotePromissory Note
Negotiable Instrument

I d b dIndebtedness

Negotiable Instrument

Negotiability Requiredg y q
Secondary Market (MBS)
F i  M /F ddi  MFannie Mae/Freddie Mac

UCC Article 3 Governs



The Loan HasThe Loan Has
“Closed”

With Lender 1With Lender 1



W t  D dWarranty Deed
Title To PropertyTitle To Property

Deed
Filed in Public Records
Notice to the WorldNotice to the World

Title to Real Estate Transferred to Buyer



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Security Instrument
Filed in Public RecordsFiled in Public Records

Lien Perfection/Laws of Local Jurisdiction

Secondary Benefit for Creditors
Filed For PriorityFiled For Priority



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Lender 1 takes Possession
Paper Security Instrument

Upon return from Public Records



Promissory NotePromissory Note
Negotiable Instrument

I d b dIndebtedness

Lender 1 takes possessionLender 1 takes possession

Paper Promissory Note



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D d

h

Security Deed

The
Paper Mortgage PackagePaper Mortgage Package

Paper Promissory Note
&&

Paper Security Instrument



TheThe
First Sale

Paper Mortgage PackagePaper Mortgage Package

f hNegotiation of the
PaperNegotiable Instrument



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D d

d b h

Security Deed

Lender 1 submits the
Paper Mortgage PackagePaper Mortgage Package

under cover of Bailee’s Letter 
to perspective buyer



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Buyer
AAccepts or Rejects

the offeringthe offering



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

If Buyer Rejects
The Paper Mortgage Package The Paper Mortgage Package 

is returned to Lender 1



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

If Buyer (Lender 2) Accepts
h  P  M  P kthe Paper Mortgage Package

Payment is tendered to Lender 1y
(Lender 2-Seller/Securitizer Investment Vehicle)



Promissory NotePromissory Note
Negotiable Instrument

I d b dIndebtedness

Lender 2 takes possession
of the Promissory Note with of the Promissory Note with 

indorsements reflecting g
negotiation of the paper 

ti bl  i t tnegotiable instrument



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Lender 2 takes Possession
P  S it  I t tPaper Security Instrument

Files Public Records
Notice of Assignment to transfer liens rights to Lender 2 

Reflecting negotiation of theReflecting negotiation of the
Paper Negotiable Instrument



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Failure to File
N f ANotice of Assignment

Public Records
(Laws of Local Jurisdiction)

Continuous Lien Perfection Lost
Security Instrument Becomes a Nullity



TheThe
Second Sale

Of the
Paper Mortgage PackagePaper Mortgage Package

Negotiation of the
Paper Negotiable Instrument



Promissory Note
Negotiable InstrumentNegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

Security DeedSecurity Deed

Lender 2 submits the
Paper Mortgage PackagePaper Mortgage Package

under cover of Bailee’s Letter 
to perspective buyer



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Buyer
Accepts or Rejects

the offeringthe offering



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

If Buyer Rejects
h kThe Paper Mortgage Package 

is returned to Lender 2is returned to Lender 2



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

If Buyer (Lender 3) Accepts
the Paper Mortgage Packagethe Paper Mortgage Package

Payment is tendered to Lender 2
(Lender 3 – Depositor Investment Vehicle)



Promissory NotePromissory Note
Negotiable Instrument

I d b dIndebtedness

Lender 3 takes possession
f th  P  P i  N t  of the Paper Promissory Note 

with indorsements reflecting g
negotiation of the paper 

i bl  inegotiable instrument



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Lender 3 takes Possession
P S IPaper Security Instrument

Files Public Records
Notice of Assignment to transfer liens rights to Lender 3 

R fl i  i i  f hReflecting negotiation of the
Negotiable Instrument



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Failure to File
N f ANotice of Assignment

Public Records
(Laws of Local Jurisdiction)

Continuous Lien Perfection Lost
Security Instrument Becomes a Nullity



TheThe
Third Sale

Of  the
Paper Mortgage PackagePaper Mortgage Package

Negotiation of  the Paper Negotiable 
Instrument



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D d

d b h

Security Deed

Lender 3 submits the
Paper Mortgage PackagePaper Mortgage Package

under cover of Bailee’s Letter 
to perspective buyer



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Buyer
A   R jAccepts or Rejects

the offeringe e g



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

If Buyer Rejects
h kThe Paper Mortgage Package 

is returned to Lender 3is returned to Lender 3



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

If Buyer (Lender 4) Accepts
the Paper Mortgage Packagethe Paper Mortgage Package

Payment is tendered to Lender 3y
(Lender 4 – Trustee Investment Vehicle)



Promissory NotePromissory Note
Negotiable Instrument

I d b dIndebtedness

Lender 4 takes possession
of  the Paper Promissory Note of  the Paper Promissory Note 
with indorsements reflecting g
negotiation of  the negotiable 

i t tinstrument



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Lender 4 takes Possession
P  S it  I t tPaper Security Instrument

Files Public Records
Notice of  Assignment to transfer liens rights to Lender 4 

Reflecting negotiation of  theReflecting negotiation of  the
Negotiable Instrument



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Failure to File
Notice of  Assignment

Public Records
(Laws of  Local Jurisdiction)

Continuous Lien Perfection LostContinuous Lien Perfection Lost
Security Instrument Becomes a Nullity



TheThe
Fourth Sale

Of  the
Paper Mortgage PackagePaper Mortgage Package

Negotiation of  the Paper Negotiable 
Instrument



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Lender 4 submits the
Paper Mortgage PackagePaper Mortgage Package

under cover of  Bailee’s Letter to 
perspective buyer



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Buyer
Accepts or RejectsAccepts or Rejects

the purchasep



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

If  Buyer Rejects
The Paper Mortgage Package is 

returned to Lender 4returned to Lender 4



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

If  Buyer (Lender 5) Accepts
the Paper Mortgage Packagethe Paper Mortgage Package
Payment is tendered to Lender 3

(Lender 5 – Custodian Investment Vehicle)



Promissory NotePromissory Note
Negotiable Instrument

I d b dIndebtedness

Lender 5 takes possession
of  the Paper Promissory Note of  the Paper Promissory Note 
with indorsements reflecting g
negotiation of  the negotiable 

i t tinstrument



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Lender 5 takes Possession
Paper Security InstrumentPaper Security Instrument

Fil  P bli  R dFiles Public Records
Notice of  Assignment to transfer liens rights to Lender 5 

Reflecting negotiation of  theReflecting negotiation of  the
Negotiable Instrument



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Failure to File
N  f  ANotice of  Assignment

Public Records
(Laws of  Local Jurisdiction)

Continuous Lien Perfection Lost
Security Instrument Becomes a Nullity



All dAllegedg
IndebtednessIndebtedness

D f lDefault



Promissory Note
N i bl  INegotiable Instrument

Indebtedness

Security Instrument
Deed of  Trust - Mortgage

S i  D d

P  M  P k

Security Deed

Paper Mortgage Package
Transferred to Law Firm

By
Lender 4 - Trustee for benefit of  

Lender 5 – Investment Vehicle





TheThe
“Closing”g

Loan OriginationLoan Origination



D dDeed

Promissory Note

Security Instrument



W t  D dWarranty Deed
Title To PropertyTitle To Property

Transfers Title of Real EstateTransfers Title of Real Estate
Property/House

Seller to Buyer



Titl  t  P t  i  i d Title to Property is required 
to grant Title in the Security to grant Title in the Security 
Instrument to be held by the 

Trustee named in the 
S it  I t t  Security Instrument as 

Security to the Promissory Security to the Promissory 
Note.



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Security InstrumentSecurity Instrument
Deed of Trust

Mortgage
Security DeedSecurity Deed



S it  I t tSecurity Instrument

The document that secures to 
the Lender/Beneficiary a 

it  i t t i  th  R l security interest in the Real 
Estate as collateral for 

payment of the indebtedness.



Security InstrumentSecurity Instrument
F  ti  d  th  Four parties named on the 

Security Instrument.y
Borrower

MERS/Beneficiary
T tTrustee

MERS as “Nominee”MERS as Nominee
Trustee holder in Trust for the Lender only in event of Default



Promissory NotePromissory Note
Negotiable Instrument

I d b dIndebtedness

Negotiable Instrument

Negotiability Requiredg y q
Secondary Market (MBS)
F i  M /F ddi  MFannie Mae/Freddie Mac

UCC Article 3 Governs



Th  L  HThe Loan Has

“Closed”Closed
With Lender 1With Lender 1



W t  D dWarranty Deed
Title To PropertyTitle To Property

Paper Deed or Electronic CopyPaper Deed or Electronic Copy
Filed in Public Records

Notice to the World
Title to Real Estate Transferred to BuyerTitle to Real Estate Transferred to Buyer



Paper Promissory NotePaper Promissory Note

Electronic Promissory Notey

Lender 1 takes possession
Paper Promissory NotePaper Promissory Note

Converts to Electronic
N ti bl  I t tNegotiable Instrument

(Electronic Negotiable Instrument Lacks Supporting Laws)



Paper Promissory NoteSecurity Instrument
D d f  T  M  S i  D dPaper Promissory Note

Electronic Promissory NoteElectronic Security Instrument

Deed of  Trust – Mortgage - Security Deed

y

Lender 1 takes possession
Paper Security InstrumentPaper Security Instrument

Converts to Electronic
S it  I t tSecurity Instrument



Promissory NotePromissory Note
Negotiable Instrument

I d b d

P  N ti bl  I t t 

Indebtedness

Paper Negotiable Instrument 
Vaulted

C di  h  P iCustodian has Possession
OrOr

Destroyed



Electronic Securit  InstrumentElectronic Security Instrument

Electronic Copypy
Security Instrument

Fil d i  P bli  R dFiled in Public Records
Invalid Lien Perfection/Laws of Local 

Jurisdiction

15 USC 7003 Exempts UCC Article 915 USC 7003 – Exempts UCC Article 9



Security InstrumentSecurity Instrument
Deed of  Trust - Mortgage

S i  D dSecurity Deed

Security Instrument Vaulted

Custodian has PossessionCustodian has Possession
Or

Destroyed



El i  P i  NElectronic Promissory Note

El t i  S it  I t tElectronic Security Instrument

The Electronic
Mortgage Package
Electronic Promissory NoteElectronic Promissory Note

&
Electronic Security InstrumentElectronic Security Instrument



El i  P i  NElectronic Promissory Note

El t i  S it  I t tElectronic Security Instrument

The Electronic
Mortgage Package

Beneficial OwnershipBeneficial Ownership
Registered in the MERS Registry



The
First Sale

Of theOf the
Electronic Mortgage Electronic Mortgage 

Package to
Lender 2 (Seller/Securitizer)

Negotiation of the
Electronic Negotiable InstrumentElectronic Negotiable Instrument

(Lacks Supporting Laws)



El i  P i  NElectronic Promissory Note

El t i  S it  I t tElectronic Security Instrument

The Electronic
Mortgage Package

B fi i l O hiBeneficial Ownership
Updated in the MERS Registry



The
Second Sale

Of hOf the
Electronic Mortgage Electronic Mortgage 

Package tog
Lender 3 (Depositor)

Negotiation of the
Electronic Negotiable InstrumentElectronic Negotiable Instrument

(Lacks Supporting Laws)



El i  P i  NElectronic Promissory Note

El t i  S it  I t tElectronic Security Instrument

h lThe Electronic
Mortgage PackageMortgage Package

Beneficial Ownership
U d d i  h  MERS R iUpdated in the MERS Registry



The
Third Sale

Of hOf the
Electronic Mortgage Electronic Mortgage 

Package tog
Lender 4 (Trustee)

Negotiation of the
Electronic Negotiable InstrumentElectronic Negotiable Instrument

(Lacks Supporting Laws)



El i  P i  NElectronic Promissory Note

El t i  S it  I t tElectronic Security Instrument

h lThe Electronic
Mortgage PackageMortgage Package

Beneficial Ownership
U d d i  h  MERS R iUpdated in the MERS Registry



The
Fourth Sale

Of hOf the
Electronic Mortgage Electronic Mortgage 

Package tog
Lender 5 (Custodian for Trust)

Negotiation of the
Electronic Negotiable InstrumentElectronic Negotiable Instrument

(Lacks Supporting Laws)



El i  P i  NElectronic Promissory Note

El t i  S it  I t tElectronic Security Instrument

The ElectronicThe Electronic
Mortgage Packageg g g

Beneficial Ownership
Updated in the MERS Registryp g y



I d bt dIndebtedness
Default

Lacks Valid Holder In Due CourseLacks Valid Holder In Due Course
Lacks Valid Security Instrument



NoticeNotice
f A iof Assignment

Lender 1 to Lender 4
Fil d P bli  R dFiled Public Records

Fraudulent Filingg



El i  P i  NElectronic Promissory Note

El t i  S it  I t t

The Electronic

Electronic Security Instrument

The Electronic
Mortgage PackageMortgage Package

&
Business AffidavitBusiness Affidavit

Provided to Law Firm
ToTo

Execute Foreclosure



El i  P i  NElectronic Promissory Note

El t i  S it  I t t

l f l l

Electronic Security Instrument

Unlawful Electronic
Negotiable InstrumentNegotiable Instrument

Perfection of Security 
llInstrument - Nullity



U l f lUnlawfulUnlawful
F lForeclosure



InvestorInvestor
N tNote

Collateral
WorthlessWorthless


