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Dear Home-Buyer,
Congratulations! You are about to embark on the exciting journey of finding your
dream home. Whether it is your first home, retirement dream or an investment
property, we hope to make the experience fun and exciting as we find the perfect
home for you.
Most people will only decide on a few homes in their lifetime. Therefore, this is a
big decision in your life. We believe that in order for you to feel comfortable
during this process you will need to be well-equipped and armed with up-to-date
information. This guide contains information we think you will find helpful, and
will help you know what to expect every step of the way.
This booklet is designed to answer many questions that you, as a home-buyer, may
have. Of course, do not hesitate to reach out to us directly with any questions that
you may have along the way. There is a lot of material presented and by no means
are you expected to know it all. That is our job, and why we have hundreds of
satisfied clients throughout central Indiana.
We look forward to guiding you on this exciting journey. It is very rewarding to
help people find the home of their dreams. Thank you for allowing us the
opportunity to help grow your wealth through real estate.

Best Regards,
JF Property Group
“When Wealth Matters”
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Why JF Property Group?
“Do what you love, and you will never work a day in your life.”

We take that message to heart. We live and breathe all things real estate and
absolutely LOVE every complicated minute of it. In today’s market, it takes more
than a real estate license and putting a client on an automatic home search to make
their property dreams come true. Our promise to every client is complete satisfaction,
professional representation, and maybe even a little bit of FUN in the process!

Services We Provide
Access to our Preferred Vendors:

Community Information:

-Title Companies

-Area Maps

-Mortgage Companies

-Shopping

-Moving Companies

-Community Profiles

-Home Warranty Companies

-Property Tax Information

- Licensed Home Inspectors

-Comparable Properties

-Property Management Companies

-Property History Information

-General Contractors

-HOA Information, CCR’s and Dues

Types of Real Estate Transactions:
-Buying an Existing Home
-Building a New Home
-Selling Your Home
-Buying Investment Properties
-Short Sales / REO / HUD Homes
-For Sale By Owner (FSBO)
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When Should I Start Looking?
Buying a home is a process which can move quickly or slowly depending on many
variables. The time from writing an offer to possession of the home will generally take
between 30 – 60 days.
This would be an “average” timeline:
Weeks 1-2:
Meet with your mortgage lender for preapproval. Spend some time driving by potential
homes that your real estate agent has suggested, or ones that you have seen.
Weeks 2-4:
Touring (showings) homes with your real estate agent. Typically you would want to see
between 3 – 15 homes before making a decision to submit a Purchase Agreement.
-Once you find the home of your dreams, write an offer and wait for the Sellers
reply. This is usually 24 – 48 hours or more if on a weekend or if home is
bank owned or a short sale. Negotiate with the “counter agreements” until both
parties agree to terms.
Within 3 days after offer acceptance:
Have final documents to lender.
Within 10 – 14 days after acceptance:
Have and respond to a home inspection.
Within 21 days after acceptance:
Have homeowners insurance ordered.
30 – 60 days after acceptance:
Close on the home at a Title Company location, or remote location.
Closing day or up to 7 days after:
Take possession of home (date is negotiable).

Selecting Your Home
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You can take advantage of our services at JF Property Group whether you are purchasing
a new home or a previously owned home. As members of the Metropolitan Indianapolis
Board of Realtors (MIBOR), we can show you homes that are listed for sale by any real
estate agent or company.

Key Steps to Purchasing a Home!
Define Your Home Search: As a buyer, you should begin by devising a list of wants.
This list should consist of requirements – things you must have in your home (such as
minimum number of bedrooms and bathrooms, maximum price, location, and any other
things that are important to you). A second list should include preferences for your home
– things that you would like, but that you don’t necessarily need to have (fireplace,
fenced yard, basement, etc.). Another thing to think about is your purchasing timeframe.
How soon do you want, or need, to be in your new home? These lists will possibly
change, but will help you and your agent find the best homes that suit your desires.
Choosing Homes to View: We will provide you with all of the homes in the Brokers
Listing Cooperative (BLC), formerly called the Multiple Listing Service (MLS) that
match your criteria. Review these listings and feel free to drive by them to preview. If
the home features and location are satisfactory, call us to schedule a personal tour.
Setting Appointments: As a courtesy to the Seller, we try to give 24 hour notice, or as
much time as possible, before setting the viewing appointment. Selling agents usually
recommend the owners not be present during the viewing; however, this is not always
possible.
Viewing Properties: We advise taking notes while viewing all properties. It is easy to
forget some of the things you may have liked or not liked about certain homes.
Comparable Properties: When you choose a home and you would like to write and
offer, we will help you determine a fair price. As members of MIBOR, we have access to
recent sales in the area. By searching these comparables, we can show you what other
properties have recently sold for and suggest a fair price.

USING A REALTOR® WHEN
BUILDING YOUR HOME
Does Realtor® representation cause me any additional cost?
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Typically, NO. There are a few builders in the area that may add the Realtor’s
commission on top of the price. Many builders, however, have commented to their
preference for buyers coming to them with Realtors. Within this booklet you will
recognize the value of Realtor representation in making one of the largest financial
decisions of your life.
Do I need my agent present for the selection process?
It would be most helpful to you to have your Realtor at the first meeting for selection,
however, this is up to you. We will be happy to help you with this process, should you
desire.
What is a builder’s allowance?
The allowance is money that a builder has set aside for each specific item/feature, such as
lighting fixtures, cabinetry, flooring, etc.
Do I need an independent inspection, even if the builder provides one for me?
Yes. The inspector is a neutral party hired on behalf of YOU!
When should this inspection take place?
After the electrical, plumbing, and pre-drywall stage of the building process.
How will I know what my taxes will be and when they will be assessed?
We will pull comps from similar properties that have been assessed, so you will have an
approximate idea of what to expect. The taxes will be assessed up to 18 months later.
Will I have a warranty?
Each builder’s warranty differs slightly, but typically major components are covered for 2
years and structural items for 10 years. We can check with the builder you choose.
Will the builder build on a lot of my choice?
Each builder has a different policy regarding this. We can check with the builders you are
interested in. Also, there are many variables and may be additional expenses to consider.
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WRITING A PURCHASE
AGREEMENT
When you select your new home, we will communicate with the selling party by means
of a written offer. When the offer is accepted by both you, as the buyer, and the seller, it
becomes a legal contract. In Indiana, we use contract forms approved by the Indiana Real
Estate Commission. The following information is required when filling-out the purchase
contract.
Purchase Price: This is the amount of money that you are offering to pay for the
property.
Improvements & Fixtures: These are items that normally remain with the home and are
pre-printed into the purchase agreement. As your agent, we will write in other items that
you want included or excluded.
Method of Payment: This states the type of financing and the appropriate time needed to
obtain financing.
Closing Date: This is the day we finalize paperwork, and the deed of the property is
transferred into your name! If you will be using equity from the sale of your current
home, the closing dates of each transaction can be easily set. Other factors affecting the
date of closing are the length of time the lender needs to approve your loan and the date
the seller agrees to give possession.
Possession: The date you get the keys to the home & can move in.
Condition Disclosure: The seller is required by law to fill out a Seller’s Disclosure Form,
stating whether there are any major problems with the home. If the home was built prior
to 1978, Lead-Based Paint Certification and Acknowledgement Form is also required.
You must receive and sign copies of these forms. The sellers must reconfirm the
Disclosure Form at closing.
Inspections: You can reserve the right to have the property inspected, or accept the
property based upon your own examination. It is highly recommended that you have a
professional home inspection.
Taxes: You can ask the seller for either a proration of the taxes through the date of
closing, or for a specific installment to be credited at closing.
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Survey: Many types of mortgages require a survey location report. However, if you have
questions about the boundary lines, or are planning on making physical changes to the
property (additions, fencing, etc.), you may want to get a staked survey. A staked survey
is usually a substantially higher cost for you.
Earnest Money: This money represents your sincerity in purchasing the home. The
amount is negotiable (typically, 1% of the purchase price) and is expected at the time the
offer is made. A personal check will be acceptable and is made payable to the listing
company. The amount deposited is held by the listing company until time of closing. The
money is refundable if the offer is not accepted, financing is not obtained, or the home
inspection is not satisfactory. A mutual release must be signed by all parties before the
listing office releases the earnest money.
Buyer’s Name: Your name should appear on the purchase agreement as you wish to take
title to the property.
Signature: In Indiana, once an offer is signed by ALL PARTIES it is considered
accepted and becomes a legal and binding contract.

COUNTER OFFER
The purpose of the counter offer is to change the terms of the purchase agreement, which
are unacceptable to the parties of the contract.
After a purchase agreement is delivered, the sellers have 3 options:
Accept the offer as written
Reject the offer outright
Write a counter offer with terms that are acceptable
After each counter offer, the other parties have the same 3 options.
.
When all parties agree on the terms of a contract and have the purchase agreement or
counter offer(s) signed, the contract is then in full force and binding upon all parties to
the agreement.
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HOME INSPECTION
What It Is and How It Can Help You!
WHAT IS A HOME INSPECTION?
A private home inspection is a service ordered and paid by the buyer to examine and
evaluate the condition of the home. A good inspection company will also provide you
with ideas on how to care for and maintain your home.
WHAT WILL THE INSPECTION COVER?
A typical home inspection includes the structure, mechanical systems (plumbing,
electrical, heating & cooling, etc.), functional elements (roof, siding, windows, gutters,
grading, doors, fixtures, etc.), and any appliances that are included in the sale.
Environmental tests (radon, lead-based paint, mold, etc.) are also available.
WHAT WON’T THE INSPECTION COVER?
Cosmetic items, security systems, wells, septic systems, landscaping, pools & sprinkler
systems typically are not included in a private home inspection. Also, there is no
destructive testing (such as removing panels from walls) involved in the inspection.
WHAT IF THE INSPECTOR FINDS SOMETHING “WRONG” WITH THE HOUSE?
The inspector is not there to “pass” or “fail” a house. Since no home is perfect, the
inspector’s job is to explain to you the current condition of the home as compared to
similar homes. It is reasonable to expect several hundred dollars in minor repairs and
maintenance items, but anything major and unexpected can typically be renegotiated with
the seller.
WHAT IS CONSIDERED TO BE A MAJOR “DEFECT”?
Under the Indiana Residential Real Estate Sales Disclosure Law, a defect is defined as “a
condition that would have a significant adverse effect on the value of the property, that
would significantly impair the health or safety of future occupants of the property or that
if not repaired, removed or replaced would significantly shorten or adversely effect the
expected normal life of the premises.” A quick definition of a defect could be any
condition that would be expensive to repair or replace or affect the habitability of the
home.
CAN A FRIEND OR RELATIVE PERFORM THE INSPECTION?
In most cases, it is not advisable to have a family friend or relative perform the
inspection. Although they may be technically qualified, it is unlikely that they have the
specific training and perspective of a professional home inspector. Therefore, the buyer
probably won’t get an unbiased, impartial, and objective evaluation. In addition, they
may not have all of the necessary tools to perform a thorough inspection, and probably
don’t have liability protection in case something was missed in the inspection.
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HOME WARRANTY
Why a Home Warranty is so important to your peace of mind!
If you are buying a home, your expenses only begin at closing. Most people have a lot of
renovations to make, furniture to buy, etc. So the last thing you want is to have to spend
additional money for repairs due to unexpected mechanical failures of certain working
components in the home.
Benefits to a Home Buyer:
You are covered against the expense of an unexpected repair or replacement for a full
year after closing, less the standard deductible.
When the major systems and appliances in your home are protected by a home
warranty, both the buyer and seller can relax knowing the protection is solid and reliable.
This reliability gives you the peace of mind you want in the home purchase.
Toll-Free, 24-hour claim service. What could be easier when something goes wrong,
than making a single phone call? As soon as your call is received, the claim is entered
into the state-of-the-art computer system. They will then notify a contractor in your area
who will verify the claim, prepare a repair or replacement estimate and call their claims
department. He/She is then authorized to complete the necessary repairs or replacement
on covered items.
What does a Home Warranty normally cover?
Heating system Air conditioning/Heat pump
Plumbing system Sump pump
Water heater Garbage disposal
Built-in microwave Built-in dishwasher
Exhaust fan Range/oven/cooktop
Water softener Built-in trash compactor
Ceiling fans Garage door openers
Refrigerator Central vacuum system
Electrical system Clothes washer & dryer


















For an additional cost, coverage for these items is available:
Pools
Pool heaters
Hot tubs
Tub jets
Wells
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HOMEOWNERS INSURANCE
Homeowners Insurance protects the buyer and mortgage lender from loss due to fire,
storm, lightning, and other types of peril loss and liability.
Homeowners Insurance is required by your mortgage lender and must be purchased
before the closing of your home. Remember, you will be expected to pay for a year’s
worth of insurance before closing (but most of the time this is rolled into your mortgage
and does not come out of pocket).
Most insurance professionals have a lot of experience in working with homeowners and
can offer useful tips about home ownership, particularly regarding home safety and
keeping your premiums low. Once you’ve found a home, work with your insurance agent
to develop a homeowner’s policy that meets your individual insurance needs.

TITLE INSURANCE
When a property is sold or refinanced, the lender and/or buyer needs a preliminary title
report to see exactly what liens and encumbrances are against the property. Items that a
preliminary title report should include:
Easements of record
Restrictions, covenants, and conditions
Liens and/or judgments
Exact vested owners of record
Legal description
When the sale of the subject property is final and the attorney has recorded the necessary
documents, they then will issue a policy of title insurance to the new lender & the buyer
showing clear title to the property.
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CLOSING
As a buyer, you will sign many standard-form documents that are several pages. It is not
possible to read every page word-for-word in a typical closing, which lasts 45 minutes to
an hour. If you feel it is necessary to read each document word-for-word prior to closing,
special arrangements can be made.
The items you will need at closing are:
A driver’s license (or photo ID) for each person on the purchase agreement
A certified or cashier’s check made payable to yourself (you will endorse this over to
the title company at closing) unless you are required to bring in excess of $10,000, which
is now legally required to be WIRED to the title company
A copy of your Homeowners Insurance policy and a paid receipt.
The exact amount of money you will need to bring is obtained from the title company
after they receive the package from the lender. This typically happens in a time frame
ranging from 24 hours prior to closing to as late as just an hour or two before closing,
depending on the time of month and work load of the title company (the end of the month
is their busiest time).
At closing, we will discuss possession time frame and key exchange, what date utilities
will be transferred and trash pickup. If possession is at closing, both parties must call the
utility companies and have the transfer made for the date of closing.
Also at closing, sellers should give buyers any warranties or guarantees on products or
appliances left with the home.
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FINANCING METHODS
3 Basic Types of Loan Products
Fixed Rate
Interest rate will never change over the life of the loan, so the interest and principal
portions of your mortgage payment remain the same. Your payments are stable and
predictable, but initial interest rates tend to be higher on a fixed-rate mortgage, than on
adjustable rate mortgages.

Adjustable Rate Mortgage (ARM)
3 key features: Index, Margin, Caps
The interest on an ARM is linked to a financial index, such as a Treasury security, so
your monthly payments can vary, up or down, over the life of the loan. Some ARMs have
a cap on the interest rate increase to protect the borrower.

Hybrids
Usually called 3/1, 5/1, or 7/1 ARMs
A combination of an ARM and a fixed-rate mortgage. Typically, fixed for a set
number of years (3, 5, or 7) and then the interest rate is adjustable for the remaining life
of the loan.

Other Important Features
Prepayment Penalties
Balloons
Locks

Interest Rates
3 Critical factors determine your interest rate:
Credit Score (usually the middle of your 3 scores)
Debt to Income (DTI) Ratio
Loan to Value (LTV) Ratio

This document is proprietary property of JF Property Group, LLC and is owned and protected by copyright and trademark laws
and various other intellectual property rights and unfair competition laws of the United States. Reproduction is not authorized.

ESTIMATE OF POTENTIAL COSTS FOR A BUYER
APPROXIMATE AMOUNT REASON/WHAT FOR WHEN DUE
$500 – 1% of Purchase Price Earnest Money Acceptance of PA
$300 - $500 Inspection At time of Inspection
(depends on inspector & what type of inspection)
$500 - ? 1 year of Homeowner’s Insurance At Closing
(depends on company & amount of policy)
$150 - ? Survey At Closing
(depends on if you want survey & what type of survey)
$175 Title Insurance At Closing
(negotiated in purchase agreement)
$300 - $400 Closing Fee At Closing
(negotiated in purchase agreement)
*$1000 - $3000 Lender Fees & Closing Costs At Closing
(varies among lenders & amount of loan)
*$200 - $1000 Prepaid Items At Closing
(depends on many items)
Any Amount Down Payment At Closing
* Determined by your lender. According to the law, your lender must give you an
estimated cost form called a Good Faith Estimate (GFE). This will break down all of your
lender closing costs & prepaid items to a much closer estimate.
** Some lenders require some costs to be paid up front. Be sure to discuss with your
mortgage consultant and know what is expected of you.
*** These are all estimates.
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REAL ESTATE COMMISSION
Who pays for the commission?
The seller pays for 100% of the commission.
How does a buyer’s agent get paid?
The buyer’s agent gets a portion of the commission paid by the seller of the home
you buy.
How is the commission distributed (if you are represented by a JF Property
Group Agent)?

A portion of
the commission will go
to the Buyer’s Agent
50% of the
commission goes to
the Listing Company
and Listing Agent

A portion of
the commission will go
to the Managing Broker
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BANK-OWNED PROPERTIES
The following are some typical requirements when writing an offer on a bank-owned
property:
As-Is Property – Property may be marketed “As-Is”. Nothing will be warranted and seller
will not agree to make any repairs. If an inspection is requested, only major defects
should be addressed. Properties are priced assuming some repairs will be needed.
Property will remain on the market and back-up offers will be taken until inspection is
completed.
Proof of Funds / Preapproval – Seller will not respond to any offer without this. POF
must state amount buyer is qualified for, type of loan, and all lender contact information.
Some banks require prequalification through their financing department. This does not
mean that you have to use them for financing. ** Do not present an offer without POF or
Preapproval Letter.
Multiple Offers – If more than one offer comes in on a property before an offer is
accepted, all buyers will be asked to provide their highest, best, and final offers by a predetermined time. Seller makes final decision to continue to accept offers or to have them
held as back-up offers.
HOA Info. – It will be the buyer’s responsibility to obtain any Homeowner’s Association
documents that he/she wishes to review.
Earnest Money – Earnest money is due in listing company’s office within 24 hours of
offer acceptance. Most banks require a minimum of $1,000, or 10% for cash offers. Cash
offers are not contingent on having funds available to close. Earnest money may be
forfeited if a transaction does not close.
Per Diem – This is the amount the bank charges for every day the transaction does not
close, past the original closing date in the accepted contract. There are some exceptions,
but assume that it will be charged if delay is the fault of the buyer or anyone on the
buyer’s side of the transaction.
Mold – Mold may be present in some properties. The Bank nor Broker will take
responsibility for any adverse reactions.
Addendums – All REO properties have their own bank addendums. They supersede our
state Purchase Agreement. If buyer is asking for something to be paid for, an amount
must be specified in the addendum, not just a percentage or just a blank space. All costs
must be spelled out in the addendum.
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Inspections – Be sure the inspector knows that property is listed in “as-is” condition
(unless otherwise noted). Seller will not guarantee that utilities will be functional for
inspection. Do not turn on water unless home has been de-winterized. It must be rewinterized following inspection.
Board of Health, Taxes, and Sewer Liens – Some properties may have liens that have
not been recorded. Title insurance only covers recorded items. It is the buyer’s
responsibility to check for any liens that may be on the property. Always call the Board
of Health. It will become the buyer’s liability once the property is closed.
Fannie Mae Properties – All Fannie Mae properties must be re-keyed prior to closing.
You may order this re-key & fax a receipt to the listing agent before closing, or they will
order it to be re-keyed & charge the buyer at closing.

SHORT SALE PROPERTIES
A short sale is an attempt by the current owner to sell a home in lieu of the bank taking it
back through foreclosure proceedings, thus partially salvaging their credit rating & lifting
the burden of heavy mortgage debt. The entire short sale process hinges on the hope that
the bank will take a loss now, approve the sale, and eliminate the costly process of
foreclosing, clearing, and reselling the home. Obviously, this is a big hope on behalf of
prospective homebuyers as well, and they need to understand some things in-order to
lessen the chance for disappointment. Here are a few things to know:
Price is usually set by the agent & seller, not the bank. The agent & seller often create a
very low asking price in-order to attract buyers. The bank is normally unaware of the
asking price. However, the bank has the final say in what an acceptable offer will be.
Since the bank has the power to ultimately accept or deny offers, their lack of price
awareness often leads to the process taking longer than anticipated. The bottom line is for
the buyer to be patient throughout the process, which can take months.
Loans owned by 1 bank are usually better than 2. If the seller has loans owned by 2
different banks, it is much more difficult to approve the short sale because it has to be
approved by both banks. While reasons are beyond the scope of this guide, buyers should
know that when the seller only has one loan with one bank, the short sale process
becomes more buyer-friendly.
Lowball offers get slow or no responses. Remember that the bank is typically unaware of
the pricing during a short sale. When lowball offers stream into the bank, they are often
scoffed at and rejected, giving the prospective buyers little or no feedback. Surprisingly,
it may also take painstakingly long to hear back even on good offers due to the high
volume of transactions lenders are inundated with these days.
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Don’t hang your hat on one property. Short sales aren’t necessarily “short”. It can
sometimes be a very long process. Don’t get your hopes up for just one property; keep
your options open and continue to actively look at multiple properties.
Most listing agents keep submitting offers until the bank accepts one. Keep this in-mind
when you submit your offer. You could be competing with someone who submits an
offer 2 months after yours. The bank typically will not look at date submitted, but best
bottom line.
Sellers with other properties or too strong of financials may not qualify for a short sale.
At times a seller will attempt to sell his/her home on a short sale, and may be denied by
the bank.
“Approved” prices are quickest. Making an offer on an “approved short sale” can be a
quicker process. It has a price that has already been given the green light by the bank, and
the seller has already submitted all pertinent paperwork to the bank. These types of short
sales are some of the most highly desirable.
Some banks want strongest buyers, some want strongest offers. The bank has all of the
power to approve a short sale, and they may have different standards. The bank can pick
the most appealing buyer, which may mean different things to different banks. Make sure
your offer is supported by a POF / Preapproval letter, and is a strong offer to ensure your
best chances for acceptance.
Repairs are seldom, credit is occasional. If there are improvements or repairs that need
to be made on a home, even if they are necessary to get a loan, it is often unlikely that the
seller or bank will take care of them. Occasionally, there will be a credit issued, and the
buyer must take the responsibility of fixing anything broken.
When you get approval, you must close on time. During a short sale, there is no leniency
with the closing date. Exceptions are rarely made for the buyer. We advise buyers to be
extra prepared and try to have their loan finalized a few days in advance of the closing
date.

UNDERSTANDING CLOSING COSTS
Application Fee: A fee charged by the lender to offset fixed costs related to mortgage
loan processing such as an appraisal and a credit report.
Closing Fee: The fee charged by the closing agent who prepares the closing documents
and closes the loan on behalf of the lender.
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Commitment Fee: This is often called a guaranteed lock fee and is generally computed at
1% of the mortgage amount.
Conventional Mortgage Insurance: Insurance required by the lender when the down
payment is less than 20%. In the case of loan default, this insurance reduced the lender’s
loss.
Discount Points: Each point is equal to 1% of the mortgage amount. Points are used by
the lender to adjust the yield on the mortgage when it is sold to an investor. By paying
more points, the borrower can obtain a lower mortgage interest rate.
MIP/VA Funding Fees: A fee on FHA/VA loans only, equal to 1.5-3% of the loan
amount. The fee is due at closing, or it may be added to the loan amount and financed.
This fee is insurance that reduced the lender’s loss in the case of loan default.
Origination Fee: The fee charged by a lender to prepare loan documents, make credit
checks, inspect and sometimes appraise a property; usually computed as a percentage of
face value of the loan.
Processing Fees: Fees charged by the mortgage company for working with the title
company, and for the administrative escrow services performed from the point of contract
through closing.
Recording Fees: Fees charged by state or municipal entities for entering the closing
documents into the public record.
Survey Fee: A survey is usually required and is used by the lender to check for
encroachments from within or from outside the subject property.
Tax Service Fees: Fees charged by state or municipal entities for validating taxes are
paid at time of closing.
Title Insurance: Provides protection for lenders and homeowners against financial loss
resulting from legal defects in the title.
Underwriting Fees: Fees charged by the mortgage company for determining whether to
make a loan to a potential homebuyer based on credit, employment, assets, and other
factors and matching of this risk to an appropriate rate and term or loan amount.
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PRE-PAYABLES
Homeowner’s Insurance: A one-year premium for insurance on the home, which is paid
in advance of closing.
Pre-Payables: Adjustment to escrow accounts from the date of closing to the date of the
first payment. Every lender collects a different amount of pre-payables at closing. These
are some pre-payables that may be collected in advance: Interest on the loan through the
end of the month, property taxes, Principal Mortgage Insurance (PMI or MPI), and
homeowner’s insurance.
---------------------------------------------------------------------------------------------------------

GLOSSARY OF TERMS
Acceptance: Consent to an offer to enter into contract.
Adjustable-Rate Mortgage: A mortgage that allows the interest rate to be changed
periodically.
Agency: A legal relationship in which an owner-principal engages a broker-agent in the
sale of property or a buyer-principal engages a broker-agent in the purchase of a property.
Agent: Like brokers, real estate agents (Realtors®, sales associates, licensees, etc.) are
trained and licensed to conduct real estate transactions. Agents, however, must operate
under the supervision of a broker, and their training is not as extensive.
American Society of Home Inspectors (ASHI): A professional trade association that
provides training and education in home inspections. Members must meet qualification
requirements.
Amortization: The gradual repayment of a mortgage by periodic installments.
Annual Percentage Rate (APR): The total finance charge (interest, loan fees, points)
expressed as a percentage of the mortgage amount.
Appraisal: An evaluation of a piece of property to determine its value.
Appreciation: Increase in value due to any cause.
Asbestos: A mineral fiber used in some building materials such as flooring, siding,
insulation, and roofing. It is presently banned for most uses in real property.
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Assessed Value: The valuation placed on a property by a public tax assessor as the basis
of property taxes.
Assumption of Mortgage: An agreement whereby the buyer assumes responsibility for a
mortgage owed by the seller.
Bridge Loan: A short-term mortgage made until a longer-term loan can be made; it is
sometimes used when a person needs money to build or purchase a home before the
present one has been sold.
Broker: A person licensed by a state real estate commission to act independently in
conducting a real estate brokerage business.
Brokerage: The bringing together of parties interested in making a real estate transaction.
Chain of title: The succession of conveyances, from some accepted starting point,
whereby the present holder of real property derives title.
Closing: The final step in the sale and transfer of ownership of a property. The title is
transferred from the seller to the buyer; the buyer signs the Deed of Trust and pays costs
of settlement; any money due to the seller and/or purchaser is paid.
Closing Costs: Fees and expenses, not including the price of the home, payable by the
seller and the buyer at the closing (i.e. brokerage commissions, title insurance premiums,
and inspection, appraisal, recording, and attorney’s fees).
Closing Statement: An itemized statement of all charges that will be collected at closing,
whether they are required by the lender or a third party; giving an account of all funds
received or expended. Also known as, Settlement Statement or HUD-1 Statement.
Cloud on Title: Any document, claim, unreleased lien or encumbrance that may impair
the title to real property or make the title doubtful; usually revealed by a title search and
removed by either a quitclaim deed or suit to quiet title.
Collateral: Property pledged as security for a debt, such as the real estate pledged as
security for a mortgage.
Commission: Payment to a broker for services rendered, such as in the sale or purchase
of real property; usually a percentage of the selling price of the property.
Comparables (Comps): Properties similar in size and character to the one being bought
or sold.
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Competitive Market Analysis (CMA): A comparison of the prices of recently sold homes
that are similar to a seller’s home in terms of location, style and amenities.
Condominium: Ownership of a unit only, rather than of the entire building with the land.
Contingency: A condition that must be satisfied before a contract is binding.
Contract: An agreement to do or not to do a certain thing.
Conventional Mortgage: A fixed rate, fixed term mortgage not insured by the federal
government. A loan that requires no insurance or guarantee.
Counter Offer: A new offer made in response to an offer received. It has the effect of
rejecting the original offer which cannot be accepted thereafter unless revived by the
offeror.
Debt-to-Income Ratio: The ratio used to qualify potential borrowers for a loan.
Compares total monthly housing expense and other debt with total monthly income.
Deed: A legal document conveying title to a property.
Default: Failure to make mortgage payments on a timely basis or to comply with other
conditions of the mortgage.
Discount Point: A unit of measurement used for various loan charges; one point equals
one percent of the amount of the loan.
Down Payment: Part of the purchase price which the buyer pays in cash and does not
finance with a mortgage.
Department of Housing and Urban Development (HUD): A U.S. Government agency
established to implement certain federal housing and community development programs.
Disclosure Laws: State and federal regulations which require sellers to disclose such
conditions as whether a house is located in a flood plain or whether there are known
defects in or affecting the property.
Earnest Money: A portion of a down payment given to the seller by a potential buyer
indicating the buyer’s intent to complete the purchase of the property.
Easement: A right to use the land owned by another party.
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Encroachment: A condition that limits the interest in a title to property such as a
mortgage, deed restrictions, easements, unpaid taxes, etc.
Equity: The value of real estate over and above the liens against it. It is obtained by
subtracting the total liens from the value of the property.
Equity Mortgage: A mortgage based on the borrowers’ equity in their home, rather than
on their credit worthiness.
Escrow: The placement of money or documents with a third party for safekeeping
pending the fulfillment or performance of a specified act or condition.
Evidence of title: Proof of ownership of property; commonly a certificate of title, an
abstract of title with lawyer’s opinion or title insurance.
Federal Housing Administration (FHA): An agency within the Department of Housing
and Urban Development (HUD) that administers loan guarantee programs and loan
insurance programs to make more housing available.
Federal Housing Administration (FHA) Insured Mortgage: A mortgage under which
the Federal Housing Administration insures loans made, according to its regulation, by
approved lenders.
Foreclosure: A legal procedure whereby property used as security for a debt is sold to
satisfy the debt in the event of default in payment of the mortgage not or default of other
terms in the mortgage document. The foreclosure procedure brings the rights of all parties
to a conclusion and passes the title in the mortgaged property to either the holder of the
mortgage or a third party who may purchase the realty at the foreclosure sale.
Fannie Mae: Nickname for the Federal National Mortgage Corporation (FNMA), a tax
paying corporation created by Congress to support the secondary mortgages insured by
FHA or guaranteed by VA, as well as conventional home mortgages.
Foreclosure: The procedure whereby property pledged as security for a debt is sold to
pay the debt in the event of default.
Freddie Mac: Nickname for the Federal Home Loan Mortgage Corporation (FHLMC), a
federally controlled and operated corporation to support the secondary mortgage market.
It purchases and sells residential conventional home mortgages.
Homeowner’s Insurance Policy: A standardized package insurance policy that covers a
residential real estate owner against financial loss from fire, theft, public liability and
other common risks.
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Housing Expense Ratio: The relationship between the monthly payments made for
housing costs and monthly income.
HUD-1 Statement:. See “Closing Statement”
Installment Debts: Long-term debts that usually extend for more than one month.
Investor: The holder of a mortgage or the permanent lender for whom the mortgage
maker services the loan. Any person or institution that invests in mortgages.
Leverage: The use of borrowed money to finance an investment.
Lien: The right given by law to certain creditors to have their debts paid out of the
property of a defaulting debtor, usually by means of a court sale.
Limited agency: One Realtor® representing both parties in a transaction. This is illegal
unless both parties agree to it.
Loan: Money borrowed with the promise to repay it under certain terms and conditions.
Loan Origination Fee: A fee charged to the borrower by the lender for making a
mortgage loan. The fee is usually computed as a percentage of the loan amount.
Loan-to-Value Ratio (LTV): The relationship between the amount of the mortgage loan
and the value of the real estate being pledged as collateral.
Mortgage: A conditional transfer or pledge of real estate as security for the payment of a
debt. Also, the document creating a mortgage lien.
Mortgage Lien: A lien or charge on the property of a borrower that secures the
underlying debt obligations.
Multiple Listing Service (MLS): A marketing organization composed of member brokers
who agree to share their listing agreements with one another in the hope of procuring
ready, willing and able buyers for their properties more quickly than they could on their
own.
Negative Amortization: Payment terms under which the borrower’s monthly payments do
not cover the interest due; as a result, the loan balance increases.
Payment Cap: The limit on the amount the monthly payment can be increased on an
adjustable-rate mortgage when the interest rate is adjusted.
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Prepaid Items: On a closing statement, items that have been paid in advance by the
seller, such as insurance premiums and some real estate taxes, for which he or she must
be reimbursed by the buyer.
Prepayment Penalty: A charge imposed on a borrower who pays off the loan principal
early. This penalty compensates the lender for interest and other charges that would
otherwise be lost.
Principal: The original amount (as in a loan) of the total due and payable at a certain
date.
Private Mortgage Insurance (PMI): Insurance provided by a private carrier that protects
a lender against a loss in the event of a foreclosure or deficiency.
Prorations: Expenses, either prepaid or paid in arrears, that are divided or distributed
between buyer and seller at closing.
Rate Cap: The limit on the amount the interest rate can be increased at each adjustment
period in an adjustable-rate loan. The cap may also set the maximum interest rate that can
be charge during the life of the loan.
Real Estate: Land; a portion of the earth’s surface extending downward to the center of
the earth and upward indefinitely into space, including all things permanently attached to
it, whether naturally or artificially.
Realist: Members of the National Association of Real Estate Brokers use the term
Realist.
REALTOR®: Members of the National Association of Realtors® use the term Realtor®.
Survey: The process by which boundaries are measured and land areas are determined;
the on-site measurement of lot lines, dimensions and position of a house on a lot,
including the determination of any existing encroachments or easements. Surveys
prepared from public records are called location surveys. Surveys prepared on-site by a
professional surveyor are called stake surveys.
Title: (1) The right to or ownership of land. (2) The evidence of ownership of land.
Title Insurance: A policy insuring the owner or borrower against loss by reason of
defects in the title to a parcel of real estate, other than encumbrances, defects and matters
specifically excluded by the policy.
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Veterans Affairs (VA) Mortgage: A mortgage loan on approved property made to a
qualified veteran by an authorized lender and guaranteed by the Department of Veterans
Affairs in order to limit the lender’s possible loss.
Zoning: The division of a city or county by legislative regulations into areas (zones),
specifying the uses allowable for the property in those areas.
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