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INTRODUCTION TO

LAND CONTRACTS
For a discussion of land contracts, reference should be made to CLTA Manual Sections 3.01, et seq.
There are some general rules that are a part of the Company’s practice for insuring land contracts which should be noted:
(1)
Always consider whether a new contract creates a land division (CLTA 34A.04 B, et seq.)
(2)
In describing the 'Estate or Interest' in Schedule A, the words "equitable interest" will always be used, and not "equitable estate."
(3)
For any request to insure the vendee and/or vendor under a contract that is already of record and where no current transaction is contemplated, the matter should be referred to the Regional Underwriting Office.
(4)
The interest of the trustee under any land contract, where a trustee is named, will not be shown as an exception in Schedule B.
(5)
If the Company is named as trustee on a land contract other than the Company’s form (TT-280, TT-281), submit the matter to the Regional Underwriting Office for approval before insuring.
(6)
Code LC 10 is a subparagraph that reads:  "Such land contract is deemed to be a mortgage for the purposes of insuring clauses 5, 6 and 7 of this policy."  The reason for adding this subparagraph is:  The referenced clauses 5, 6 and 7 refer to "... the insured mortgage,” but the vendor's interest being insured is in a "land contract."  Adding the above statement extends these lender assurances to include the vendor's security interest in the land contract.  Thus it is not necessary to delete the insuring clauses 5, 6 and 7 on the face page of the policy.

LC   1
Vendee's Estate for a Simple Land Contract

No Trustee   (Estate or Interest)
The equitable interest created by that certain land contract dated ________, by and between ________, as Vendor, and _________, as Vendee, recorded ___________________.
Comment:
Use this write-up for the estate or interest section of Schedule A when insuring the vendee (or his assignee) under a simple land contract.  Name the vendee (or assignee) under the vesting section of Schedule A.  This form should also be used when insuring a loan to the vendee.  Do not use this form:
     
=
For the California Department of Veterans Affairs Contract (See Codes LC 3 and LC 4)
=
For the Long Form Security (Installment) Land Contract (See Code LC 2)
=
For the T.I. Land Contract secured by deed of trust (See Codes LC 14 and 15)
Code LC 5 must be shown in Schedule B when the above write-up is used.
Reference:
CLTA 3.07 B
LC   2
Vendee's Estate, Long Form Contract With Trustee
(Estate or Interest)
The equitable interest created by that certain land contract dated _________, by and between _________, as Vendor, and _________, as Vendee, which names __________, as trustee, recorded ________.
Comment:
Use this write-up for the estate or interest section of Schedule A when insuring the vendee, or both vendor and vendee, under a long form security (installment) land contract that names a trustee.  Do not use this form for a California Department of Veterans Affairs contract, nor for the T.I. Land Contract form.
Code LC 5 must be shown in Schedule B when the above write-up is used.
LC   3
Cal Vet (DVA) Contract, Veteran and Wife in Title 

(Vesting)
________,
husband and wife, as joint tenants,
as to the equitable interest created by a Contract of Sale and Purchase, Contract No. _______, executed by the Department of Veterans Affairs of the State of California, as Vendor, and ________, as Vendee, recorded _______, as Instrument/File No. _________;  the interest of said Vendee having been assigned to said Vestees by Assignment dated ________ and attached to said Contract of Sale and in THE DEPARTMENT OF VETERANS AFFAIRS OF THE STATE OF CALIFORNIA, as to the legal title.
Comment:
Use this code when the veteran has assigned his interest in the Contract to himself and his wife, as joint tenants.  The space for this assignment is a part of the Contract, usually shown on the second or third page of the recorded Contract.  Always show Code LC 5 in Schedule B, when this vesting is used.
Reference:
CLTA 3.03 C, 2;  3.04 C, 2, b; and 3.07 B
LC   4
Cal Vet (DVA) Contract, Veteran Alone in Title

(Vesting)
________,
as to the equitable interest created by a Contract of Sale and Purchase, Contract No. ______, executed by the Department of Veterans Affairs of the State of California, as Vendor, and _______, as Vendee, recorded ______, as Instrument/File No. ________; and in THE DEPARTMENT OF VETERANS AFFAIRS OF THE STATE OF CALIFORNIA, as to the legal title.
Comment:
The above vesting applies only to DVA (CalVet) contracts.  Use this code when the contract is executed by the veteran alone with no assignment to the veteran and spouse.  Code LC 5 must also be shown in Schedule B, with this vesting.
Reference: 
CLTA 3.03 D, 2;  3.04 C, 2, b; and 3.07 B
LC   5
Failure to Comply with Terms of Contract in Schedule A
___.  Any failure to comply with the terms, covenants and provisions of the land contract referred to in Schedule A.
Comment:
This code must be shown as a numbered paragraph in Schedule B whenever a land contract of any kind is described in the 'estate or interest' portion of Schedule A.  If the policy is to insure a 'contract on a contract,' see Code LC 6.
Reference: 
CLTA 3.07 B
LC   6
Failure to Comply with Terms of Contract in Schedule B
___.  Any failure to comply with the terms, covenants and provisions of that certain contract by and between the parties named below
Dated:
Vendor:
Vendee:
Recorded:
Instrument/File No.
_______
Book _____ Page ______ of Official Records
Comment:
Use this code only when insuring a 'contract on a contract,' where the second contract is referenced in Schedule A, but the first or primary contract is shown as an exception in Schedule B.  This code would reference the first contract, and would be a numbered exception.
Reference: 
CLTA 3.07 B
LC   7
Simple Land Contract as an Exception
___.  A land contract by and between the parties named below
Dated:
Vendor:
Vendee:
Recorded:
Instrument/File No.
Book _____ Page _____ of Official Records
Comment:
Use this code when the chain of title shows a simple land contract (no trustee) that is to be shown in Schedule B.  For reporting a T.I. Land Contract secured by deed of trust, see Codes LC 15 and 16.
Reference:
CLTA 3.01, et seq.
LC   8
Land Contract, Assignment of

(Subparagraph)
An Assignment of the Vendee's interest under said contract which names as Vendee:
Recorded:
Instrument/File No.
Book _____ Page _____ of Official Records
Comment:
Use this code as a subparagraph to the land contract when your search discloses an Assignment.  If you are not insuring, use after Code LC 9.
Reference: 
CLTA  3.01, et seq.
LC   9
Land Contract, Long Form with Trustee,

As An Exception
___.  A land contract, by and between the parties named below, which contract names a trustee.
Dated:
Vendor:
Vendee:
Trustee:
Recorded:
Instrument/File No.
Book _____ Page _____ of Official Records
Comment:
Use this code when it is necessary to report in Schedule B, a long form installment land contract that names a trustee.  For reporting a T.I. Land Contract secured by deed of trust, see Codes LC 15 and LC 16.
Reference: 
CLTA 3.01, et seq.
LC   10
Present Vendee's Ownership Interest Not Shown

(Subparagraph)
The present ownership of the vendee's interest under said land contract and other matters affecting the interest of the vendee are not shown herein, except as follows:
Comment:
When a land contract is not being insured, but is reported as an exception in Schedule B, it is the Company's practice not to report any encumbrances or assignments of the contract that are thereafter created by the vendee on his equitable interest.  However, because of customer requirements or other reasons it is sometimes necessary to report certain of these matters.  When this is the case, the above subparagraph would be shown below the contract, and completed by showing the particular document below the write-up (assignment, trust deed, etc.).  If no items are to be reported, then add the word "none."
Reference:
Revised Ogden 11.12
LC   11
Contract Deemed to be a Mortgage

(Subparagraph)
Such land contract is deemed to be a mortgage for the purposes of insuring clauses 5, 6 and 7 of this policy.
Comment:
This write-up should be shown in Schedule B as a subparagraph under Code LC 5 but only where the vendor or sub-vendor is being insured in a policy.
LC   12
Matters Affecting Ability of Vendor, in Schedule A 

(Subparagraph)
Matters not encumbering the equitable interest described in Schedule A, but which may affect the ability of the vendor or their successor in interest, under the land contract referred to in Schedule A, to convey marketable title:
Comment:
Use this write-up as a subparagraph under Code LC 5 in Schedule B.  It should only be used in a report or policy to insure:
= 
an assignee of the vendee; or
=
a lender on the vendee's equitable interest.
Below this write-up show (as A, B, C, etc.) any encumbrances or liens, by or against the vendor which were recorded subsequent in time to the recording of the contract.
LC   13
Matters Affecting Ability of Vendor, in Contract Above  

(Subparagraph)
Matters not encumbering the equitable interest described in the land contract referred to above, but which may affect the ability of the vendor or their successor in interest, under said land contract referenced above, to convey marketable title:
Comment:
Use this Code only when insuring a 'contract on a contract,' where the second contract is referenced in Schedule A, but the first, or primary contract is shown as an exception in Schedule B.  This Code would be added as an unnumbered paragraph to Code LC 6.
Reference:
CLTA 3.07 B
LC   14
Vendee's Estate for a T. I. Form Land Contract

(Estate or Interest)
The equitable interest upon conditional limitation created by that certain land contract dated ________, by and between _______, as vendor, and ________, as vendee, recorded _______.
Comment:
Use this Code for the estate or interest section of Schedule A when insuring, under a T.I.-form land contract,
=
the vendor and vendee
=
the vendees, or their assignee
=
a lender to the vendee
This Code may also apply to other land contracts where the equitable interest created is conditioned;  however, such other land contracts should be submitted to the Regional Underwriting Office.
Codes LC 5 and LC 15 must be shown in Schedule B if this Code is used.
LC   15
Trust Deed in a T.I. Form Land Contract
___.  A deed of trust, evidencing an indebtedness in the amount shown below, and any other obligations secured thereby, and the grant contained in the land contract referred to above, to take effect upon the event of either (a) a reconveyance of such deed of trust, or (b) a trustee's deed upon foreclosure of such deed of trust, securing said land contract.
Amount:  $
Dated:
Trustor:
Trustee:
Beneficiary:
Recorded:
Instrument/File No.
Book _____ Page _____ of Official Records
Comment:
Because the T.I. form, (and other similar forms) is a 'Land Contract Secured by Deed of Trust,' the trust deed included in the document must be reported in Schedule B.  The above Code is the appropriate form to show this.  If there is an assignment, modification or partial reconveyance for the trust deed, consult with the Title Department Manager before reporting it.
LC   16
Reporting a T.I. Form Land Contract as an Exception
___.  A land contract by and between the parties named below which Contract sets forth certain grants to the vendee, upon conditional limitation.
Dated:
Vendor:
Vendee:
Recorded:
Instrument/File No.
Book _____ Page _____ of Official Records
Comment:
When reporting a T. I.-form land contract or other similar form, that appears in the chain (as opposed to insuring the contract) the proper procedure is to vest in the present fee owner (or owner of the vendor's interest) "...subject to Item No. ____ of Schedule B."  (Code VE 1)  Then show the above Code LC 16  as the item being referenced.  The trust deed that is included in the document must also be reported as a separate numbered paragraph, using Code LC 15.
LC   17
Substitution of Trustee/Land Contract

(Subparagraph)
A Substitution of Trustee under said Land Contract which names as substituted trustee the following 
Trustee:
Dated:
Recorded:________ as Instrument/File No.________
LC   18
Notice of Default/Land Contract

(Subparagraph)
A Notice of Default under the terms of said Land Contract 
Executed by:
Recorded:________ as Instrument/File No.________
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