State: California

Endorsement No. 221	Date: November 1, 1998
Interest Rate Exchange


Subject:

This Endorsement provides coverage to a lender for loss or damage it would sustain if additional interest under an Interest Rate Exchange Agreement did not have the same priority as the principal of the loan, or if the insured mortgage were invalid or unenforceable. It is intended to be issued with an ALTA Loan Policy.


Requirements for Issuance:

	Approval of Regional Underwriting personnel is required in order to issue this Endorsement.


	In its simplest form, an interest exchange or "swap" is between two parties, usually a bank and the borrower in a separate loan which has a variable interest rate. The borrower may seek to convert the variable rate obligation to a fixed rate obligation by entering into a rate exchange agreement with the fixed interest rate lender. The borrower repays the fixed rate lender in exchange for the lender's payment to the borrower at a rate which varies with the same index as the borrower's variable interest obligation to its lender.


	The risk of insuring the mortgage as security for the additional interest is a risk which will be insured separately, and this Endorsement is to be charged for separately. This Endorsement is an additional coverage endorsement which requires a provision in the insured mortgage for the projected damages, and an extra coverage amount must be inserted in the Endorsement. Most rate swap transactions are large enough that reinsurance is required, and clearance of the Endorsement with prospective reinsurers is necessary before a commitment to issue the Endorsement is given to the proposed insured. It should be assumed that any reinsurance that is obtained will be at the reinsurer's regular rate.



Preparation Instructions:

	Insert the name of the agreement, date and names of the parties to the interest rate exchange agreement secured by the insured mortgage in the first paragraph.


	Insert the amount of insurance to be provided by the Endorsement in the fourth paragraph.


