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INTRODUCTION TO LEASES

For an overall discussion of residential and commercial leases, reference should be made to Section 32 of the CLTA Manual, and Chapter 12 of Revised Ogden.  The write-ups for oil, gas and mineral leases are covered in the Oil, Gas and Mineral Section of this Manual.

A lease of real property that is longer than one year must be in writing and should be recorded, although the recording is not a requirement for its validity.

Some of the write-ups in this Series apply to residential and commercial leases that are to be shown in Schedule B, where the estate being reported or insured is not a leasehold.  Other write-ups apply to those reports and policies where a lease is the subject of the insurance.  Thus it is important for the examiner to know which category of estate or interest is involved, before selecting the proper codes.  See IN codes if a leasehold estate is being insured (IN 4, IN 5, IN 6).

Sometimes when the parties to a lease do not want to disclose all the terms of the original lease they will instead record a 'short form' or 'memorandum' of lease.  (Code LS 2)  For the requirements for such a memorandum of lease, see CLTA Section 32.01 B, 4.

If the Company is asked to insure the leasehold, it is necessary that the full lease be examined.  If it is unrecorded, the title officer must advise the customer of the Company’s requirement, using Codes LS 6 and RQ 6 in the report.

The language used for reporting a lease (LS 1 and LS 2) makes reference to "...certain terms, covenants, conditions and provisions."  This language, however, is not intended to include such matters as rights of first refusal, options, renewal or extension provisions.  See Code LS 10 for reporting these matters.

Reference:
Commonwealth Underwriting Bulletin 92-26 & 93-11

(for leasehold insurance).

LS   1
Standard Recorded Lease
___.  A lease with certain terms, covenants, conditions and provisions set forth therein.

Lessor:

Lessee:

Recorded:

Instrument/File No.

Book _____ Page _____ of Official Records

Comment:
Use this Code for a full recorded lease.  See Code LS 2, to be used where the recorded document is a short form or memorandum of lease.  See Code LS 10 to report other matters in a lease.

Reference:
CLTA 32.00 to 32.12, inclusive, and Revised Ogden, Chapter 12, cover the basic aspects of leases, reporting and insuring them.

LS   2 
Unrecorded Lease Disclosed by Recorded Document
___.  An unrecorded lease with certain terms, covenants, conditions and provisions set forth therein.

Lessor:

Lessee:

Disclosed by:

Recorded:

Instrument/File No.

Book _____Page _____ of Official Records

Comment:
Use this Code when the recorded document is a short form or memorandum of lease, or other document (e.g. sub-lease, assignment of lease, notice of non-responsibility, financing statement, etc.)

Reference:
CLTA 32.01

Revised Ogden, 12.4 to 12.6

LS   3
Present Ownership Not Shown


(Subparagraph)
The present ownership of the leasehold created by said lease and other matters affecting the interest of the lessee are not shown herein.

Comment:
Use this Code as a subparagraph when covering the fee title and reporting a lease in Schedule B of a preliminary report or policy (unless the customer specifically requests that matters affecting the leasehold be shown).

Reference:
CLTA 32.07 B, 1

Revised Ogden 12.57

LS   4
Effect of Failure to Comply
___.  The effect of any failure to comply with the terms, covenants, conditions and provisions of the lease described or referred to in Schedule A.

Comment:
This numbered paragraph must be shown in Schedule B whenever a lessee's estate is being insured.  Also show LS 5.

Reference:
CLTA  32.10 B, 1

LS   5
Facts or Rights Not Shown
___.  Any facts, rights, interests or claims which are not shown by the public records but which could be ascertained by making inquiry of the lessors and their successors in interest, in the lease described or referred to in Schedule A.

Comment:
Use this Code with LS 4.

Reference:
CLTA  32.10

LS   6
Requirement to Examine Unrecorded Lease
___.  Any defect in or invalidity of, or other matter relating to the leasehold described in Schedule A which would be disclosed by an examination of the unrecorded lease described or referred to in Schedule A.

Comment:
This Code must be shown in any preliminary report where the leasehold is being insured.  Do not issue such policy without having the unrecorded lease to examine.  Code RQ 6 must be shown on the Notes and Requirements Supplement, when this Code is shown.

Reference:
CLTA 32.01 C, 3

Revised Ogden, 12.5 and 12.6

LS   7
Assignment(s) of Lessee's Interest

(Subparagraph)
Assignment of the lessee's interest under said lease,

Assignor:

Assignee:

Recorded:

Instrument/File No.

Book _____ Page _____ of Official Records.

Comment:
Use this Code as a subparagraph to report an assignment(s) in a trustee's sale guarantee or litigation guarantee.  Do not use this Code for Schedule B of a preliminary report or policy unless the customer specifically requests showing such matters affecting the leasehold.  For lessor’s assignment, see LS 16.

Reference:
CLTA 32.02 C

Revised Ogden, 12.10

LS   8
Lessor's Assignment as Added Security
___.  An Assignment

Assigned to:

Recorded:

Instrument/File No.

Book _____ Page _____ of Official Records of certain of the lessor's interests under leases referred to therein, which assignment recites, among other things, that it is given as additional security for the Deed of Trust

Recorded:

Instrument/File No.

Book _____ Page _____ of Official Records

Comment:
Use this Code on CLTA and ALTA Lender's policies where the lessor/borrower has assigned his lessor's interest as added security for the loan. Always show this Code as a numbered paragraph in Schedule B; in the CLTA policy, in its priority after the insured deed of trust; in the ALTA  policy, in Part II of Schedule B.  Do not show it as a subparagraph under the insured deed of trust.

Reference:
CLTA  32.02 B

Revised Ogden, 12.9

LAWYERS TITLE Endorsement Manual, Endorsement Memo for Endorsement 104.6

LS   9
Lessor's Assignment as Added Security


(Unrecorded Lease and Assignment)
___.  An assignment of certain of the lessor's interests under the unrecorded lease dated ________, which lease is shown above.

Assignment dated:

Assigned to:

Which assignment recites, among other things, that it is given as additional security for the deed of trust

Recorded:

Instrument/File No.

Book _____ Page _____ of Official Records

Comment:
Use this Code on CLTA and ALTA Lender's policies, where the lessor/borrower under an unrecorded lease has assigned his lessor's interest as added security for the loan.  Always show this Code as a numbered paragraph in Schedule B in the CLTA policy, in its priority after the insured deed of trust;  in the ALTA policy, in Part II of Schedule B.  Do not show it as a subparagraph under the insured deed of trust.  Also, show the unrecorded lease using Code LS 2 or AL 11.

Reference:
CLTA 32.02 B

Revised Ogden, 12.9

LAWYERS TITLE Endorsement Manual, 

Endorsement Memo for Endorsement 104.6

LS   10
Other Matters Included in a Lease

(Subparagraph)
Among other things said lease provides for:

Comment:
Use this Code as a subparagraph to report other matters contained in the lease such as rights of first refusal, options to purchase, extension or renewal provisions.  If the lease includes a requirement that the lessee obtain consent of the lessor before performing certain acts, show it in this Code, but also check Code NT 7 and the Comment there.

Reference:
CLTA  32.06 A to 32.06 D, inclusive

Revised Ogden, 12.8

LS   11
Modification of Lease

(Subparagraph)
An agreement to amend or modify certain provisions of said lease, as set forth in the document executed by

As Lessor:

As Lessee:

Recorded:

Instrument/File No.

Book _____ Page _____ of Official Records

Comment:
Use this Code as a subparagraph to report a modification of lease in Schedule B of a preliminary report or policy, or in a trustee's sale guarantee or litigation guarantee.  See Vesting  (VE) Series and Estates and Interests (IN) Series for the proper write-up for Schedule A when the leasehold is being insured.

LS   12
Subordination of Lease to Trust Deed

(Subparagraph)
An agreement upon the provisions contained therein, which states that said lease is subordinate to the agreement entitled:

Deed of Trust recorded:

Instrument/File No. 

Book _____ Page _____ of Official Records

By Agreement recorded:

Instrument/File No. 

Book _____ Page _____of Official Records.

Comment:
Use this Code as a subparagraph when there is a recorded subordination agreement and the leasehold is not being insured.  Show the lease in its original priority with the above Code.  Questions on sufficiency of subordination forms should be referred to the Title Department Manager.  (See Introduction to Trust Deed Series;  also see Vesting (VE) Series and Estates and Interests (IN) Series for the proper write-up when the leasehold is being insured.)

Reference:
CLTA  52.04 B, 1

LS   13
Assignment vs. Sublease
___.  The consequences of any determination that the transfer of the lessee's interest in the lease shown in Schedule A is in fact a sublease.

Transfer by:

To:

Comment:
The CLTA Section shown below gives instructions when to use this Code.  Approval of the Title Department Manager must be obtained before using it.

Reference:
CLTA 32.02 C, 3

Revised Ogden, 12.10 and 12.12
LS   14
Any Claim if the Leasehold is Divided
___.  Any claim based upon the assertion that the lease referred to in Schedule A fails to provide for the apportionment of rent, or for the severance of other obligations of the lessor(s) or lessee(s) (or their successors or assigns),  in the event that the leasehold is divided.

Comment:
Use of this Code must be approved by the Title Department Manager.  It applies to situations where a lease covers several lots or parcels of land, and a portion of the lease is transferred by the lessee to a third party(s).

Reference:
CLTA 32.02 C, 4

LS   15
Laundry Room Lease
A laundry room lease for the term and upon the terms, covenants and conditions therein provided, recorded _________, as Instrument No. ________ in Book _____ Page _____ of Official Records.

Dated:

Lessor:

Lessee:

Comment:  Use when appropriate.

LS   16
Assignment(s) of Lessor's Interest

(Subparagraph)
Assignment of the lessor's interest under said lease,

Assignor:

Assignee:

Recorded:

Instrument/File No.

Book _____ Page _____ of Official Records.

Comment:
Use this Code as a subparagraph to report an assignment(s) in a trustee's sale guarantee or litigation guarantee.  Do not use this Code for Schedule B of a preliminary report or policy unless the customer specifically requests showing such matters affecting the leasehold.

See LS 8 and LS 9 for an assignment as additional security.
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