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Wrap vs. Assumption

 Wrap:  The new note will be for an amount more than the 

existing loan payoff.  

 Assumption:  Same as Subject To.  The new note will be for 

an amount equal to the existing loan payoff.

 All are considered seller finance.



Two Types of  Seller Finance 

Transactions
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Mortgage Wrap
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Contracting

 Use TREC 1 to 4.

 Wrap:  Purchase price is total purchase amount with a seller 

finance note amount.

 Assumption:  Purchase price on paragraph 3 is “see special 

provisions”.  In paragraph 11 state: “purchase price is payoff 

of existing mortgage at time of closing”.

 For wrap – use seller finance addendum.  For assumption –

use assumption addendum.  Get these documents from my 

office with wrap terminology included.



Documents Needed to Close
 Existing Mortgage:

 Current statement.

 Payoff statement.

 Reinstatement if applicable.

 Copy of the note.  Not required for wraps but extremely. 

suggested to insure there is no ARM, balloon, modification, etc.

 Seller information form.

 Buyer information form.

 Authorization to access loan.

 Survey if getting survey insurance coverage.

 All HOA information.

 Have all receipted with title.



Other Items May Be Needed

 Affidavit of heirship:  If any party that is in chain of title will 

need to acquire an AOH.  This is an option only if all heirs 

agree.  Otherwise, a probate of the estate will be required.

 Liens:  When the title commitment/search is provided, review 

all liens.  Title will assist with removing all liens possible from 

homestead property.  If not homestead, cannot remove any.

 Get an escrow account analysis to see if the account is under 

or over funded at time of sale.



Additional Needs

 Homeowner’s Insurance:  Need to use an approved insurance 

provider.  We refer to Big Dog insurance agent, Mike 

Monzingo.  Buyer buys new insurance.  Seller cancels their 

insurance.

 Loan Servicing:  If needed, need to use an approved provider 

that understands wraps.  We refer to Dan Francis.

 If the wrap loan has a balloon, get the buyer to a credit expert 

and lender.  We refer to Eddie Johansson.



Closing Documents

 Once all complete, the loan documents will be drafted for 

closing.  These include:

 Promissory Note, Deed of Trust, Deed with Vendor’s Lien, 

Disclosures and other disclosure documents.

 We use a full set of loan documents to cause the transaction 

to appear as normal as possible and protect all parties 

concerned.



The End of  a Mortgage Wrap

 The Buyer will either sell the property, refinance the wrap loan 

or payoff the underlying loan.

 If default occurs, the seller/lender must pursue foreclosure or 

get buyer/borrower to agree to return property via a deed-in-

lieu of foreclosure.
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