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A NEW ENDORSEMENT
Many of the endorsements that the American Land Title Association (“ALTA”) has
created are specific to a limited number of transactions. The newest endorsement will
provide meaningful coverage for a large number of transactions.
We are in the midst of an economic downturn that has resulted in many defaults in
existing mortgages. One of the avenues that a borrower and lender can explore to bring
the loan back to a performing status is to modify its terms and conditions. One possible
provision of such a modification would be to recognize the reduced value of the home
by the agreed reduction of the principal balance of the loan through a forgiveness of
indebtedness.
An example would be that when the loan was closed the appraised value of the home
was $250,000 and a loan of $225,000 was made. A current appraisal may reflect a
present value of $150,000. The borrower and lender may agree to reduce the principal
indebtedness to $150,000 through the provisions of a mortgage modification
agreement.
Recognizing that in the future the value of the home may increase, the lender may
require as a condition to the forgiveness, that it be entitled to share in any appreciation
in value over $150,000 in the event the home is later sold.
ALTA has created the “One to Four Family Shared Appreciation Mortgage
Endorsement” ALTA 30-06. (copy attached) It provides coverage to the lender against
loss or damage it may sustain in the event any of the provisions of the modification
agreement relating to the right to share in the appreciation in value of the home are
determined to be invalid or unenforceable, or the mortgage as modified would lose its
priority as a result of these provisions.
When a mortgage is modified by modification agreement, or if a new mortgage is
executed containing provisions for a share of appreciated value, this endorsement can
be issued.
As this endorsement was just finally approved by ALTA in September, it may not be
available in every state.
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One to Four Family Shared Appreciation
Mortgage Endorsement 30-06
Adopted 07-26-10
ENDORSEMENT

Attached to Policy No. __________
Issued by
BLANK TITLE INSURANCE COMPANY

The insurance afforded by this endorsement is only effective if the Land is a one to four family
residence.
For the purposes of this endorsement, “Shared Appreciation” shall mean increases in the Indebtedness
secured by the Insured Mortgage by reason of shared equity or appreciation in the value of the Land.
The Company insures against loss or damage sustained by the Insured by reason of:
(a)

The invalidity or unenforceability of the lien of the Insured Mortgage as security for the
Indebtedness caused by the provisions for Shared Appreciation; or

(b)

Loss of priority of the lien of the Insured Mortgage as security for the Indebtedness
caused by the provisions for Shared Appreciation.

Nothing contained in this endorsement shall be construed as insuring against loss or damage sustained
or incurred by reason of:
(a) usury;
(b) any consumer credit protection or truth-in-lending law;
(c) costs, expenses or attorneys’ fees required to obtain a determination, by judicial
proceedings or otherwise, of the amount of the Shared Appreciation;
(d) failure to comply with applicable laws and regulations regarding Shared Appreciation;
(e) the stay, rejection or avoidance of the lien of the Insured Mortgage as security for the
Shared Appreciation, or a court order providing some other remedy, by the operation of
federal bankruptcy, state insolvency, or similar creditors’ rights laws; or
(f)

the invalidity, unenforceability or lack of priority of the lien of the Insured Mortgage as
security for the Indebtedness because all applicable mortgage recording or similar
intangible taxes were not paid.

Copyright 2010 American Land Title Association. All rights reserved.
The use of this Form is restricted to ALTA licensees and ALTA members
in good standing as of the date of use. All other uses are prohibited.
Reprinted under license from the American Land Title Association.

American Land Title Association

One to Four Family Shared Appreciation
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This endorsement is issued as part of the policy. Except as it expressly states, it does not (i) modify any of
the terms and provisions of the policy, (ii) modify any prior endorsements, (iii) extend the Date of
Policy, or (iv) increase the Amount of Insurance. To the extent a provision of the policy or a previous
endorsement is inconsistent with an express provision of this endorsement, this endorsement
controls. Otherwise, this endorsement is subject to all of the terms and provisions of the policy and of
any prior endorsements.
[Witness clause optional]
BLANK TITLE INSURANCE COMPANY
By: _______________________________________
Authorized Signatory
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