GUIDE TO CLOSING COSTS    Address______________________________________

	SELLER:
	BUYER:

	
	Real Estate Commission
	
	
	Title Insurance
	

	
	Document Prep Fees
	
	
	Document Prep Fees
	

	
	Document Transfer Tax
	
	
	Escrow Fee
	

	
	
	
	
	Recording Fees
	

	
	Conveyance Tax
	
	
	
	

	
	Loan Fee
	
	
	Loan Fee – All except what are required to be paid by Seller
	

	
	
	
	
	Interest Prorated

     On new loan from date of funding to 30 days prior to first payment
	

	
	Appraisal
	
	
	Appraisal
	

	
	
	
	
	Assumption Fee
	

	
	
	
	
	Beneficiary Statement Fee
	

	
	Payoff Existing Loans
	
	
	Loan Proration
	

	
	Interest on Loans Accrued
	
	
	Interest Proration
	

	
	Termite Inspection/Repair
	
	
	Termite Inspection/Repair
	

	
	
	
	
	Home Inspection Fees
	

	
	Home Warranty
	
	
	Home Warranty
	

	
	Judgments
	
	
	Fire Insurance or Homeowners Insurance
	

	
	Liens
	
	
	
	

	
	Reconveyance Fees
	
	
	
	

	
	Taxes Accrued
	
	
	Tax Proration
	

	
	Homeowners Association
	
	
	Homeowners Proration
	

	
	
	
	
	Homeowners Transfer Fee
	

	
	Bonds/Assessments
	
	
	
	

	
	Delinquent Taxes
	
	
	
	

	
	Notary Fees
	
	
	Notary Fees
	


All closing costs are assigned or divided according to custom, unless agreed differently by contract.
Who Pays What?

An Estimated Guide to Closing Costs

(Closing Costs Are Always Negotiable)

	The SELLER can generally be expected to pay for:
	The BUYER can generally be expected to pay for:

	Real Estate Commission
	Title Insurance Premiums

	Document preparation fee for Deed
	Escrow Fee

	Document transfer tax

($1.10 pr $1,000.00 of sales price)
	Document preparation (if applicable)

	
	Notary Fees

	Any City Transfer/Conveyance tax

(according to contract)
	Recording charges for all documents in buyers name

	Any loan fee required by buyer’s lender
	Termite inspection

(according to contract)

	Payoff of all loans in seller’s name

(or existing loan balance if being assumed by buyer)
	

	
	Tax pro-ration

(from date of acquisition)

	Interest accrued to lender being paid off, 

Statement Fees, Reconveyance Fees and any
Prepayment Penalties
	Homeowner’s transfer fee

	
	All new loan charges (except those required by 

lender for seller to pay)

	Termite Inspection (according to contract)
	Interest on new loan from date of funding to 30 

days prior to first payment date

	Termite Work (according to contract)
	

	Home Warranty (according to contract)
	Assumption/Change of Records fees for 

takeover of existing loan

	Any judgments, tax liens, etc. against the seller
	

	Recording charges to clear all documents of record against seller
	Beneficiary Statement Fee for assumption of existing loan

	Tax pro-ration (for any taxes unpaid at time of transfer of title)
	Inspection Fees (roofing, property inspection, geological, etc.)

	Any unpaid Homeowner’s dues
	Home Warranty 

(according to contract)

	Any bonds or assessments

(according to contract)
	

	
	City Transfer/Conveyance Tax

(according to contract)

	Any and all delinquent taxes
	

	Notary Fees
	Fire Insurance Premium for first year


SALES CONVERSATIONS: …..communicating!
READ BETWEEN THE LINES ON THE PHONE during typical conversations:

BUYER: I saw your ad and would like to know more about your property?

PURPOSE OF BUYER: He has probably circled many ads and WANTS TO ELIMINATE MOST OF THEM!  He called to find something imperfect and be able to CROSS YOU OFF!  He expects you to give him an answer that is NOT perfect or to try to SELL him and he is reluctant to give you his number or other personal information.

PURPOSE OF SELLER: TO GET AN APPOINTMENT! To NOT give him ANY reason to cross you off!

How to accomplish BOTH purposes: Help him accomplish his purpose of CROSSING OFF ADS!  Ask him what specifically he wants.  If he resists, tell him you want to HELP HIM ELIMINATE unwanted properties, and will be happy to tell him where he can get exactly what he is looking for.

TYPICAL QUESTIONS that need to be handled:

What are the colors of the house?

How big is the property?

How many bedrooms does it have?

How big are the closets?

What kind of landscaping does it have?

SAMPLE ANSWERS: ALWAYS answer with a QUESTION!

What colors do you want?

How much property do you need?

How many bedrooms do you need?

How much storage do you need?

What kind of landscaping do you want?

What is the difference between a QUIT CLAIM DEED and a GRANT DEED?

What is a CMA? Comparative Market Analysis

Where do you get one and how much does it cost?

What is a TEASER rate? Starting temporary rate or payment.

What is the difference between ADJUSTABLE RATE MORTGAGE and GRADUATED PAYMENT MORTGAGE?

What makes a property sell easily?

What makes it easy for a BUYER to buy from you?

How many HOURS per week does it take to use our plan?

What are the differences between a Promissory Note and a Secured Note?
Is NO CREDIT the same as BAD CREDIT?

Do you need a credit report or history to buy a house?

If you are in the middle of a divorce or lawsuit, can you buy a house?

Is an APPRAISAL more valid than a MARKET ANALYSIS?

Who orders a HOME INSPECTION and pays for it?

Who orders a “WALK-THROUGH” and when?
Discount Mortgage Worksheet

	N
	I
	PV
	PMT
	FV

	Payments
	Balance
	
	

	1
	
	Yield
	________%

	2
	
	Interest

Rate
	________%

	3
	
	
	

	4
	
	
	

	5
	
	Assumed Rent
	$___________

	6
	
	Old Rent
	$

	
	
	New Rent
	$___________

	
	
	
	

	60
	
	
	

	All

Loans
	
	Years Payment

	
	
	30
	$_____________

	LTV =_____________=______________%
	25
	$_____________

	                   Value
	20
	$_____________

	Why the Discount?
	15
	$_____________

	$ -
	10
	$_____________

	$ -
	9
	$_____________

	$ -
	8
	$_____________

	____________________
	7
	$_____________

	$-                            Total

	


Notes
© Copyright National Real Estate Investors

STEPS TO ASSUME A ‘DUE-ON-SALE’ LOAN –
1) Get preliminary agreement to purchase property (from typical example ‘SMITH’).

2) Get Lender, Loan, & Payment information.

3) Get Social Security & Drivers License Information.

4) Create a trust that names (ONLY) the ‘SMITH’ children as beneficiaries and yourself as FIRST TRUSTEE.  You can name a ‘SMITH’ family n=member as SUCCESSOR TRUSTEE.  This trust is designated to ONLY hold the property as a single asset upon closing.

5) Call the Lender. Ask if it is OK for the extended family of ‘SMITH’ to make all past due and future payments to eliminate any chance of future late payments.  Explain that the ‘SMITH’ family has had a tough time lately, and the relatives want to make it safe for them and reduce potential problems by paying everything from a family trust.  Lender may ask for a copy of the trust.  Say “Sure!” and then ask for a letter from the bank approving the arrangement.  If requested, send the copy of the trust to the lender immediately.  Some lenders may not ask for a trust copy and will quickly agree to send you a letter of confirmation.  The letter from the bank completes the elimination of the Due-On-Sale clause.

6) Be sure to instruct escow that vesting from ‘SMITH’ should be to: “SMITH FAMILY TRUST, [yourself], TRUSTEE”.  Do NOT allow them to put [yourself] in front of the trust name if you want privacy.  The trust name MUST be the first words to eliminate alphabetical and name searches.
7) Do NOT record the trust unless you want to, or they require it.  If you record the trust, try to record it at a different time than the escrow recordings to be less associated with the other sequential recorded documents.

8) Close escrow of the transfer of the house from ‘SMITH” to the ‘SMITH FAMILY TRUST’ concurrent with the ‘Resignation of Trustee and Beneficiary Clarification’ that contains the resignation and elimination of all ‘SMITH’ power and benefits (replaced with your children as beneficiaries).

9) Future transfers of the property should be done by transferring the TRUST (that owns the property) rather than the PROPERTY transferred away from the trust.

10) Be aware that some special language may be required (or may NOT be allowed) to gain agreement of the lender such as a statement explaining occupancy and future plans.

11) After all steps completed, the trust all powerful and all protective, and then make it irrevocable for asset safety

12) Make multiple backup copies and distribute them to many different locations and filing spots to protect against fire, earthquakes, theft, floods, or other loss.

13) Note that property taxes should NOT change in most jurisdictions, although sometimes it is necessary to negotiate with the tax assessors office.
14) You can safeguard against late charges and potential foreclosures (for non-payment) by giving the original borrower the ability to step back to cure defaults.  Subsequent controllers too.  This usually only comes up when the seller has excellent credit.  A Security Deed of Trust is effective.

15) Note that many times you can save on title insurance, transfer taxes, escrow fees, and other normal sales fees on future transfers since you are in such strong control and are actually transferring the trust (with control and benefits) rather than the unprotected property.  It is similar to buying a corporation (that owns assets) rather than buying a asset(s) from a corporation.

16) Verify and be comfortable with the differences (or lack of) in your tax positions with your tax preparer.  Some potential differences and resulting positions have never been litigated and professionals may have unusual, strange, or different opinions about tax status.  Their opinions may vary greatly from each other.  The strongest concerns of the government usually revolve around: 

a) Who has ‘control’.

b) If taxes were paid on resulting profits by ‘someone or some entity’.

c) Occupancy (another form of control).

17) You will need the re-enforcement, support, sales ability, and negotiating ability of your agent (and probably the agent of the other part also) to process this solution.  That will probably be extremely difficult unless the other party is highly motivated or desperate.

18) Note that the ORIGINAL borrower on the loan will remain obligated and responsible for the loan.  It will probably remain his credit report. This may actually help him to improve his credit or count against him (for having too much debt if he applies for another loan).  THE KEY: Again, distress properties and motivated parties usually overcome this barrier

ESCROW
TITLE REPORTER #6

Buying or selling a home (or other piece of real property) usually involves the transfer of large sums of money.  It is imperative that the transfer of these funds and related documents from one party to another be handled in a neutral, secure and knowledgeable manner. For the protection of buyer, seller and lender, the escrow process was developed.
As a buyer or seller you want to be certain all conditions of sale have been met before property and money change hands.  The technical definition of an escrow is a transaction where one party engaged in the sale, transfer, or lease of real or personal property with another person delivers a written instrument, money or other items of value to a neutral third person, called an escrow agent or escrow holder.  This third person holds the money or items for disbursement upon the happening of a specified event or the performance of a specified condition.

  Simply stated, the escrow holder impartially carries out the written instructions given by the principals.  This includes receiving funds and documents necessary to comply with those instructions, completing or obtaining required forms and handling final delivery of all items to the proper parties upon the successful completion of the escrow.

  The escrow must be provided with the necessary information to close the transaction.  This may include loan document, tax statements, fire and other insurance policies, title insurance policies, terms of sale and any seller-assisted financing, and requests for payment for various services to be paid out of escrow funds.
  If the transaction is dependent on arranging new financing, it is the buyer’s or the buyer’s agent’s responsibility to make the necessary arrangements.  Documentation of the new loan agreement must be in the hands of the escrow holder before the transfer of property can take place.  A real estate agent can help identify appropriate lending institutions.

  When all the instructions in the escrow have been carried out, the closing can take place.  At this time, all outstanding funds are collected and fees – such as title insurance premiums, real estate commissions, termite inspection charges – are paid. Title to the property is then transferred under the terms of the escrow instructions and appropriate title insurance is issued.

  Payment of funds at the close of escrow should be in the form acceptable to the escrow, since out-of-town and personal checks can cause days of delay in processing the transaction.

  The following items represent a typical list of what an escrow holder does and does not do:

THE ESCROW HOLDER:
· serves as the neutral “stakeholder” and the communications link to all parties in the transaction;

· prepares escrow instructions;

· requests a preliminary title search to determine the present condition of title to the property;

· requests a beneficiary’s statement if debt or obligation is to be taken over by the buyer;
· complies with lender’s requirements, specified in the escrow agreement;

· receives purchase funds from the buyer;

· prepares or secures the deed or other documents related to escrow;

· prorates taxes, interest, insurance and rents according to instructions;

· secures releases of all contingencies or other conditions as imposed on any particular escrow;

· records deeds and any other documents as instructed;

· requests issuance of the title insurance policy;

· closes escrow when all the instructions of buyer and seller have been carried out;

· disburses funds as authorized by instructions, including charges for title insurance, recording fees, real estate commissions and loan payoffs;

· prepares final statements for the parties accounting for the disposition of all funds deposited in escrow. (These are useful in the preparation  of tax returns.)

THE ESCROW HOLDER DOES NOT:

· offer legal advice;

· negotiate the transaction;

· offer investment advice.

Your local title company will be happy to provide additional information.  

EVOLUTION OF THE HOUSE – LIVING AND STYLE CHANGES AT TYPICAL HOMES
	Year 1800
	Year 1900
	Year 1950
	Year 1960
	Year 1980
	Year 2000
	Year 2010

	2 Story
	2 Story
	1 Story
	1 Story
	Tri-Level

1 or 2 Story
	1 Story
	2 Story

	2000 Sq. Ft.
	2000 Sq. Ft.
	1300 Sq. Ft.
	1400 Sq. Ft.
	1800 Sq. Ft.
	2200 Sq. Ft.
	2200 Sq. Ft.

	40 to 1000 Acres
	10 to 100 Acres
	1 Acre
	¼ Acre
	½ Acre
	1 ½ Acre
	¼ Acre

	Rustic farm
	Ranch
	Mass Economy
	Modern
	Spanish
	Ecology
	Energy

	Farmhouse
	Farmhouse
	Box/Roll
	or Western
	
	or View
	or Ecology

	Barn
	Barn
	1 Garage
	Carport
	2 Garage
	3 Garage
	3 or 4 Garage

	Shed
	Shed
	2 Sheds
	2 Sheds
	
	Shed
	

	
	Basement
	
	Basement
	
	
	Basement

	Root Cellar, Attic
	Attic, Silo
	Attic
	Bomb Shelter
	
	Safe Room
	Music Room

	Smoker
	Smoker
	Dog Run
	Dog Run
	
	Computer Room
	Study Room

	Farm Animals
	Farm Animals
	
	
	
	
	

	Buggy Buckboard
	Buggy Buckboard
	1 Car
	2 Cars
	3 Cars
1 Motorcycle
	3 Cars
1 Motorcycle
	2 or 3 Cars
1 or 2 Motorcycles

	Flatbed
	Flatbed
	
	
	
	2 Other Scooters
	3 or 4 Scooters

	
	
	Fish Boat
	Ski Boat
	Drag Boat
	2 Jet Skis
	10 Toys

	No Pets
	Pet - Dog
	Pet – Dog
	Pet – Dog
	Pet – 1 Dog – Fish
	Pet – 2 Dogs
	Pet - Dog

	
	
	
	Cat – Bird
	2 Cats - Hamsters
	Cat – Lizard
	Cat - Fish

	4 Bedrooms
	4 Bedrooms
	3 Bedrooms
	3 Bedrooms
	3 Bedrooms
	4 Bedrooms
	4 Bedrooms

	Small Closets
	Small Closets
	
	
	Walkin Closet
	Big Walkin Closet
	Walkin Closet

	Outhouse
	Outhouse
	1/1 Bathroom
	2/1 Bathroom
	2/2 Bathroom
	3/2 Bathroom
	4/2 Bathroom

	Big Kitchen
	Big Kitchen
	Small Kitchen
	Medium Kitchen
	Medium Kitchen
	Big Kitchen
	Big Kitchen

	Pantry, Canning
	Pantry, Canning
	
	
	Pantry
	Pantry
	Pantry

	Dining Room
	Dining Room
	Nook
	Nook
	Nook, Sew Room
	Dining Room
	Dining Room

	
	Parlor
	Living Room
	Living Room
	Living Room
	Living Room
	Media Room

	
	
	
	
	Family Room
	Great Room
	Great Room

	Entry & Parlor
	Mud room
	Sewing Room
	Hobby Nook
	Guest Room
	Guest Room
	Office

	Porches
	Porch
	Stairs
	Small Porch
	Small Entry
	Entry
	Double Entry

	School 5 Miles
	School 4 Miles
	School 1 Mile
	School 1 Mile
	School 1 Mile
	School 1 Mile
	School 1 Mile

	Shopping 10 Mi
	Shopping 5 Mi
	Shopping 2 Mi
	Shopping 2 Mi
	Shopping 21Mi
	Shopping 1 Mi
	Shopping 1 Mi

	Travel 5 Mi
	Travel 10 Mi
	Travel 500 Mi
	Travel 500 Mi
	Travel 500 Mi
	Travel 3000 Mi
	Travel 7000 Mi

	Mass Transit:

Ship 2 Weeks
	Mass Transit:

Train 7 Days
	Mass transit:

Air 14 Hours
	Mass transit:

Air 6 Hours
	Mass transit:

Air 5 Hours
	Mass transit:

Air 5 Hours
	Mass transit:

Air 4 Hours

	Entertainment:

Neighbors
	Entertainment:

Neighbors

Civic & Town
	Entertainment:

Movies & TV

Sports
	Entertainment:

TV & Movies

Sports
	Entertainment:

TV & Movies

Games
	Entertainment:

TV & Video

internet
	Entertainment:

TV, internet, Video, Games


FINANCIAL PLANNING CHECKLIST
INCOME TAX PLANNING:

· Maximize legal business related expenses

· Charitable contributions

· (Cash and reusable items)

· IRA’s, SEP IRA’s, Pension and Profit sharing plans

· Deferral Compensation

· Second home (Vacation home) deductions

· Employment of family members

· Investments which produce tax-exempt income

· Tax Credits (Childcare, Rehab, Real Estate, etc.)

· Travel/Entertainment Expenses

· Office In Home

· Fiscal vs. Calendar tax year

· Employer Paid Fringe Benefits

· ‘C’ Corporation vs. ‘S’ Corporations

· Installment Sales

· Casualty and Theft losses

· Medical Expense Control

· Ownership of Property

· Sale and leaseback

· Timing of Income/Expenses

· Capital Gains Control

· Other Income

ACCUMULATION PLANNING:

· Investment and Savings Plan

· Emergency Cash Fund

· Safety vs. Risk

· Inflation Hedge

· Capital Growth

· College Education Savings Plan

· Tax-exempt investments

· Tax deferred investments

· Tax credit investments

· Annuities

· Listed stocks

· Unlisted stocks
· Government Bonds

· High yield Bonds

· Corporate Bonds

· Money Market Funds

· Mutual Funds

· Utility Funds

· Rare Coins and Stamps

· Real Estate limited Partnerships

· Lease Income

· REITS

· CD’s

· US Treasury Bills

· Options and Futures

· Prime Rate Funds

· Other Income
RETIREMENT PLANNING:

· IRA, SEP IRA

· Profit Sharing Plan

· Money Purchase Pension Plan

· Target Benefit Pension Plan

· Defined Contribution Pension Plan

· Defined Benefit Pension Plan

· Life Insurance in Plan

· Side Fund Investment Strategy

· Professional Pension Administration

· Special 5 year Averaging

· Integration with Social Security

· Other ___________

CASH FLOW PLANNING:

· Positive Cash Flow vs. Negative Cash Flow

· Established Budget

· Emergency Cash fund

· Coordinated with Spouse

· Analysis allowing for Inflation

· Other ____________

BUSINESS PLANNING:

· Incorporation

· Determin of Business

· Business Agreement

· Buy-Sell Agreement

· Stock Purchase Plan

· Cross-Sell Purchase Plan

· Business Liability Insurance

· Corporate Minutes

· Family Business

· Personal Corporation

· Other____________

INSURANCE PLANNING:

· Family Life Insurance
· Business Life Insurance

· Waiver of Premium

· Mortgage Protection Insurance

· Disability Income Insurance

· Business Overhead Insurance

· Automobile Insurance

· Home, Fire, and Theft Insurance

· Flood and Earthquake Insurance

· Malpractice Insurance

· Board of Directors Insurance

· Umbrella Insurance Plan

· Liability Insurance

· Medical Insurance

· Dental Insurance

· Tax Deferred Annuities

ESTATE PLANNING:

· Simple Will

· Pour-over Will

· A-B Trust

· A-B-C Trust

· Q-tip Trust

· Living Trust (Family Trust)

· Generation Skipping Trust

· QPRT

· Charitable Remainder Trust

· Charter Trust

· Commonwealth/Constitutional Trust

· Property Holding Trust

· UBO/Business Trust

· Sovereign/Pure Equity rust

· Charitable Foundation

· Probate Avoidance

· Durable Power of Attorney

· Durable Power of Attorney for Health Care

· Directive to Physicians

· Estate Liquidity

· Survivorship Life Insurance

· Separate Property

· Joint Tenancy

· Community Property Minimizing Estate Taxes

· Family Ltd. Trust

· Other____________

Figure 3.3

Finder’s Fee Agreement

Date___________

at____________________________________(City),_____________________________ (State)

in consideration of services to be rendered by

_____________________________________(Finder),____________________________ (Client)

hereby employs finder to client a prospective:
(    )   Buyer

(    )   Seller

1) Finder agrees not to participate in or conduct any negotiations with prospects.  Finder is/is not a licensed real estate agent.

2) Finder hereby delivers to client the following prospect:

Name__________________________________________________________________________

Address________________________________________________________________________

Phone__________________________________________________________________________

Comments______________________________________________________________________

as compensation for the finder’s referral, client agrees to pay finder as follows:

(    )    $______________________

(    )    _______________________% of the purchase price

(    )    other______________________________________________________________________

Should the prospect or property not result in a transaction involving client within _________months

of the date of this agreement, client shall owe finder no compensation.

Additional terms and conditions:______________________________________________________

________________________________________________________________________________________________________________________________________________________________

Finder’s signature client’s signature:

___________________________________________     ____________

                                    Finder                                                    Date

___________________________________________     _____________

                                     Client                                                     Date

HOW TO FIND A GOOD REAL ESTATE AGENT:
A) Referrals

B) Notice which agent name appears in your village often

C) Ask your Escrow Agent for referral

D) Ask your mentor or Hard Money Lender for referral

Interview your Agents and Select the Best – 
Basic Requirements:

A) Is FULL TIME as agent

B) Works with Fixer-Uppers

C) Has EXPERIENCE

D) Has SALES ABILITY

E) Can do CREATIVE FINANCE and OWC

F) Can do PRE-FORECLOSURES

G) Can work through MANY Rejections and Counter-Offers

H) Understands TAX LIEN SALE FORECLOSURES

I) Can NEGOTIATE and COMMUNICATE well

J) Willing to ALWAYS do 20 COMPS

K) Will be Honest, Loyal, and Dedicated to the mission

BE PREPARED TO BUY – 
1) Know where the CASH will come from for the DEPOSIT

2) Know where the CASH will come from for the DEPOSIT

3) Know where the CASH will come from for the DEPOSIT

4) Know the VILLAGE or the TARGET area

5) Know the TARGET property

6) Know the (minimum) 20 COMPS

7) Know the REASON SELLING

8) Know the MAXIMUM PRICE you will agree to

9) Know the EXIT PLAN

10) Know that you can (and will) WALK AWAY if not satisfied

Now FIND OUT:
“How much would it take for ALL CASH to buy the property?”

Then write up an offer!

BUDGETING YOUR PAYMENT ABILITY – 

INCOME

$_______ Net

$_______ Increase after tax benefit for being an owner

$_______ Increase after eliminating voluntary deductions

LESS EXPENSES


$__________ Rent


$__________ Utilities


$__________ Phones


$__________ Cable


$__________ Vehicle/Transportation


$__________ Food


$__________ Clothing


$__________ Child Care/Support


$__________ Schools


$__________ Medical/Insurance


$__________ Clubs/Sports


$__________ Recreation


$__________ Entertainment


$__________ Repairs


$__________ Long Term Loans


$__________ Credit Cards


$__________ ​​​​​​​​​​​​​​​​​​​​​___________________


$__________ ___________________


$__________ ___________________


$__________ ___________________


$__________ Misc.


$__________ TOTAL EXPENSES

$ __________INCOME available for Monthly payments

REMEMBER – 
It is ALWAYS bets to eliminate (or severely reduce) the amount of outstanding credit card debt you may have.  It is so important, that you should put off any contemplated real estate investment until AFTER you control any credit card debt.
GLOSSARY AND DEFINITIONS
ABSTRACT – A copy of all recorded documents throughout history of a property.

ACCELERATION CLAUSE – A provision that allows the lender to demand the balance of the loan immediately all due, if the borrower sells the home.  If demanded, a foreclosure process is implemented.  See also FORECLOSURE.

ACCOMMODATOR – A qualified independent 3rd party 1031 exchange intermediary.

ACCRUED – All amounts added up to date.

ADJUSTABLE RATE MORTGAGE aka ARM – A loan that changes the rate of interest according to specific national or international rates, adjusted periodically.

ADMINISTRATOR – Controller or decision making person.  Person in charge of an estate or asset.

ADVERSE – Non-family member, non-employee, an uninvolved person.

AGENT – Licensed real estate sales person or broker that is a representative for a seller and buyer and is usually paid.
AGENCY – A legal relationship in which someone (principal) hires someone else (agent) to represent them to a third party.

AGING-IN-PLACE – The concept that homes (or an area) are designed to accommodate owners as they age, instead of prompting them to make drastic changes.

AGREEMENT FOR DEED aka PURCHASE AGREEMENT aka INSTALLMENT SALE aka CONTRACT OF SALE – See INSTALLMENT PURCHASE AGREEMENT

AITD aka or AIDT – All Inclusive Deed of Trust.  A document that notifies the public that there is an obligation.  Such obligations may be notified as a single obligation, but contain multiple obligations.

ALIENATION CLAUSE – See DUE ON SALE

ALLODIAL – Historical title based on Treaty, rather than insured tititle.

ALTA POLICY – Additional extended coverage insurance policy protecting a lender.

AMORTIZATION or AMORTIZED – Principal and Interest are paid together over the term of the note.

ANNUITY – Insurance policy that may be paid off in many different ways.  Some types pay immediately monthly and stop upon death.  Others pay only at death.  Many options.

APPLICATION FEE – A fee to cover some of the charges of the loan process.
APPRAISAL – An estimate of value performed by a licensed Appraiser that is selected by the Lender.  Each Lender selects specific Appraisers they will accept.  A fee is usually charged starting about $300.

APPRECIATION – The rate of increased value above the original rate or amount paid.

APR – Annual Percentage Rate. Includes Fees and therefore may be higher than interest rate described in the note.  Also known as the true adjusted rate of interest.

ARBITRATION – A process or person that mediates between parties or settles disagreements.

ARREARS – The past, or the past due amounts.

ASSESSED VALUE – The value placed on property by the government as a basis to taxation.  Usually a smaller portion and not fairly related to Fair Market Value.

ASSESSMENT – A tax levied by the government.

ASSET – Value or equity in personal property or real property.

ASSIGNMENT – Transfer rights or interest from one to another.

ASSIGNEE – The recipient of rights or interest.
ASSIGNOR – The seller or giver of rights or interest.

ASSISTED LIVING – A monitored living arrangement, whereby caretakers help persons with exercise, daily needs, or health monitoring.

ASSOCIATION – A group of people that have a common goal or purpose.

ASSUMPTION – Taking over obligations, like payments on a Note.
ATTORNEY – A person skilled in Law to supercede Justice.

BALLOON PAYMENT – Refers to a single (usually large) payment, that usually includes all of the principal and interest due.

BANKRUPTCY – A court process of debt restructure or elimination that can take a single day or years.

BENEFICIARY – The person or entity that receives proceeds or benefits.  Usually has no ownership or control.

Binder – A Guarantee or insurance policy.

BI-WEEKLY MORTGAGE – A note payable every other week instead of monthly, resulting in faster payoff.

BLANKET MORTGAGE – A loan covering more than one property.

BLENDED INTEREST RATE – The interest rate after combining loan balances and interest.

BOND – A money (or pledge of an asset) to guarantee performance of an action.

BOOT – Cash that is included in a sale or exchange.

BORROWER aka Mortgagor – The person obligated to pay (usually a Note).

BROKER – A licensed person that supervises licensed sales agents.  Broker is also a sales agent.

BUILT-INS – Permanently attached appliances, lights, intercoms, sinks, speakers, est.

BUY DOWN – A up-front fee that reduces the interest rate.

BUYERS AGENT – An agent that is hired by the buyer and has the Buyer as his primary concern.

BUYERS MARKET – Too many properties available for to few buyers.

CAPITAL GAINS – The proceeds after deducting original purchase price, acquisition costs, financing fees, selling costs, improvements, from the selling price.

CAPITALIZATION RATE – The percentage rate applied to the income produced against an estimated value of the property.  Includes acceptable rate of return on the amount invested (yield) and return of the actual amount invested (recapture).

CARRY BACK – See OWNER WILL CARRY, AKA OWC

CASA – An automated property valuation system created by Case Shiloh Weiss, that many lenders and banks use to estimate home values online, at a lower cost than appraisals.

CASH BACK aka CASH OUT – Extra money refunded to Buyer upon a close of escrow.  Less than ZERO cash down in a transaction.

CASH FLOW – Net spendable income from the investment after deducting all operating and fixed expenses.  May be a negative cash flow, if expenses exceed income.

CASH RESERVE – Savings account (impound account) set aside for periodic costs like taxes, insurance, or repairs.

CERTIFICATE OF DEPOSIT aka CD – A savings account locked by contact for a specific period of time.

CERTIFIED – Verified in writing by a third credible or licensed person or entity.
CHAIN OF TITLE – A history of conveyances and encumbrances affecting the title of real property.

CHATTEL – Personal property (sometimes) included in a sale of real property that is used as security for a debt.

CIVIL vs. CRIMINAL – Civil only has monetary or possession remedies.  Criminal has threat of incarceration.

CLAIM – Lien or lawsuit.

CLOSE OF ESCROW aka COE aka CLOSING – The finish and disbursement of all of the transaction.

CLOSING COSTS – Costs paid at closing including escrow fees, title insurance, loan fees, prepaid items, impounds, broker commissions, taxes, attorney fees.

CLOUD ON TITLE – An outstanding or unexplained claim on the property.

CLUE aka COMPREHENSIVE LOSS UNDERWRITING EXCHANGE – See CREDIT REPORT.

COLLATERAL – The asset pledged to secure the debt.

COMMISSION – Fee charged from a broker, salesman or agent.

COMMITMENT – A pledge or promise by a lender to loan money according to specific terms.

COMP aka CMA – Comparative Market Analysis. Compare one similar property to another.  May not be exact, but may have adjustments in value for differences.
COMPOUND INTEREST – Interest calculated on both principal and accrued interest.

CONCURRENT – At the same time.

CONDEMNATION – See EMINENT DOMAIN.

CONDOMINIUM – Title held on individual unit and a percentage of common grounds.

CONSECUTIVE – One after the other.

CONSTRUCTION LOAN – A short-term loan to fund the cost of construction

CONSUMER CONFIDENCE – The general feelings of optimism in future stability, money, jobs, sales, economy, etc.

CONTINGENT – Conditional. One Event(such as a purchase) depending on another event (such as another house selling), to allow the performance of contract.

CONTRACT – A legally enforceable agreement.  In real estate, contains written understanding by all parties, consideration (ike money), specific time for performance, delivery of copies, and acknowledgment (usually signatures).
CONTRACT FOR DEED – See INSTALLMENT PURCHASE AGREEMENT
CONTRACT OF SALE aka AGREEMENT FOR DEED aka AFD aka PURCHASE AGREEMENT aka INSTALLMENT SALE – See INSTALMENT PURCHASE AGREEMENT.

CONVENTIONAL LOAN – A Secured loan on Real Property without governmental underwriting, governmental insurance, or governmental guarantees.
CONVEY or CONVEYANCE – Transfer of ownership or some rights (or the Document).
COUNTER aka COUNTER OFFER – A modification of an earlier rejected Offer, that now makes it a new (combined) Offer.

CORPORATION – An association, company, club, foundation, institute, society, syndicate, limited organization that is permitted by government and chooses to be a corporation instead of another type of entity, such as a trust or partnership.  An entity that has the same rights as a person, yet is usually separate from the individual.  It is an artificial entity registered and permitted by government for a fee, that requires disclosures and re-registration annually, and may affect taxes, liquidity, transferability, or beneficial interest, and may be managed by a single person, or any size group.  Usually formed to conduct business, rather than simply hold passive assets.  Highly regulated, invented and recognized since the 15th century.
COURIER – Delivery or agent of the Delivery company.
CO-SIGN – A second person pledging to guarantee actions or contracts of another person or entity.
COST APPROACH – Estimate of value to reproduce replacement cost of improvements (minus depreciation) added to the estimated land value.
COTTAGE – A small beach or resort studio or one bedroom “artist style” minimal residence; a group of cottages may also be clustered around a courtyard or mini-park.
COVENANT – Stipulation promising certain uses or non-uses of a property.
CRAM DOWN – A reduction by a lender in principal, interest, or conditions of an existing Note.  Negative market conditions or values may convince a lender to make reductions, if asked (or demanded) by a payee.  See also MORATORIUM.
CREATIVE FINANCING – Usually involves some form of Seller financing to a new Buyer. Or Seller is still obligated to existing loans.  Or involves multiple loans, usually payment amounts, interest, or deferral of principal.
CREDITOR – One who is owed payment.
     CREDIT REPORT – ONLY AUTHORIZED: 

TransUnion: www.tuc.com 800-916-8800.

Equifax: www.equifax.com 800-685-1111, and

Experian: www.annualcredit report.com 877-322-8228

-OR –www.myfico.com See also FICO SCORE (unauthorized)

-OR- www.freecreditreport.com (unauthorized)

Check systems: 800-428-9623

   CLUE aka COMPREHENSIVE LOSS UNDERWRITING EXCHANGE – Database of insurance claims and lawsuite regarding real property.

  www.choicepoint.com 866-312-8076

    TENANTS: 877-448-5732

    EMPLOYMENT: 866-312-8075

    HIGH RISK: www.choicetrust.com
    MEDICAL: 517-426-3660

    CREDIT CARD SOLICITATION OFFERS: www.optoutprescreen.com 888-567-8688

   DO NOT CALL REGISTRY: www.donotcall.gov
DEALER – A government designated status or profession that may require a license or a different tax status usually based upon self statement or number of transactions.
DEBT SERVICE – The various periodic payments on a loan.
DEBT-TO-INCOME RATIO –  The percentage of a borrower’s debt divided by their monthly income.
DEED – Written Title to Real Property, when it has been properly executed, delivered, and recorded, that notices the public of true ownership.
DEED IN LIEU OF FORECLOSURE – A voluntary DEED for ease, costs, and convenience.
DEED OF TRUST aka  TD -  A document used in many states in place of a Mortgage to secure payment of a promissory note.  NOT A NORMAL DEED OF OWNERSHIP.
DEED RESTRICTION – Limits imposed by title to the property that prevent certain uses or rights, such as ‘no motorhomes’ or ‘no horses’ (even though law may allow it).  Cannot be enforced regarding race, religion, or disabled.

DEFAULT – Failure to meet obligations in a contract.

DEFECTS – Problems with a title, that are still on record, even if they are already cured.
DEFICIENCY JUDGEMENT – A personal judgment debt of the remaining amount owed a lender after a judicial sale.
DELIQUENCY – Failure to make payments on time.
DEMAND NOTICE –  Payment Due Notice.
DEPOSIT – Consideration used to create a binding contract.  May be refundable or not, as per contract.
DEPRECIATION –  A decrease in value over time sometimes estimated per schedule.
DIRECT LENDER – A lender that has their own money to lend rather than acting as an agent for investors.
DISCLOSURE – To make known or public. Real Property requires written disclosure.
DISCOUNT a NOTE – Reduce the amount due, usually for faster payment of the total.
DISCOUNT POINTS – A negotiable fee paid to the lender to secure financing for the buyer.  Discount points are up-front interest charges to reduce the interest rate on the loan over the life, or a portion, of the loans term.  One discount point equals one percent of the loan amount

DISCRIMINATE – Treat unfairly because of race, gender, or physical abilities.
DIVERSIFYING – Owning or investing in various types of assets.
DOUBLE ESCROW – A property that is sold again (or assigned) to another and closes escrow concurrent with the first sale.  OR an illegal transaction that a licensed agent participates in whereby a purchase is made by the agent himself before allowing a legitimate buyer to complete his purpose. See also FLIPPING.
DOWER – An assumed ownership by a wife of assets titled to the husband.  A dowry gives assets to the husband upon marriage.
DUE ON SALE aka DOS – A clause that a sale forcing immediate payment of the total loan principal, interest, and penalties.  See also ACCELARATION CLAUSE, FORECLOSURE.
EARNEST MONEY – Money deposited with Escrow or Seller as proof of intent to buy.  May or may not be refundable, according to contract.
EASEMENT – Right to do something on real property belonging to another.  Usually a road, right of way, utility, or access to a mineral right.
EASY CREDIT – Usually means a combination of No Qualifying, No Tax Returns, or No Employment Verification
ECONOMIC LIFE – Reasonable period of time a property should sustain original purpose.
EMINENT DOMAIN – The government may force a sale of real property from an owner for a public purpose.  Used often to eliminate ghettos, create shopping centers, schools, roads, skyscrapers, parks, stadiums, streams, the Olympics, or factories.
ENCROACHMENT – A structure or fence or use that extends beyond property line.
ENCUMBRANCE – Anything that affects or limits the ownership of Real Property, such as Mortgages, Liens, Easements, or Restrictions of any kind.
ENDANGERED – A designation by government of any living (rare) organism that will prevent use of real property.
EQUITY – The value of the property minus all liens.
EQUITY GUARANTY – A guarantee that accrued equity will be protected for designated beneficiaries, regardless of lawsuits, divorces, wills, mechanics liens, property settlements, child support, inheritance, or other contracts
ESCROW – A neutral company (or person within) that accumulates all deposits, cash, documents, loans, payoffs, inspections, instructions, taxes, etc. to exchange or deliver to the correct destinations upon full performance of the agreement.  A fee is usually charged that is normally a percentage of the transaction value
ESTOPPEL – A release such as a statement from a renter that he has no claims.
ESTATE – Vested benefits or use of real property.
EVICTION – A legal proceeding by a landlord to recover the possession of the property.
EXCLUSIVE – Usually regarding selling a house or giving tha agent a guarantee that he has the only right to sell the property for a set period of time for a fee.  If agreement is ignored, the agent can still collect the fee (commission)
EXEMPT – Not included.
EXPIRED –No longer under contract with an agent or real estate company.
FAIR MARKET VALUE – True and extensive proof of price that a Buyer would pay in a normal transaction.  NOT necessarily the same and superior to a Market Analysis or Appraisal. A lender will favor their own appraisal and ignore a Fair Market Value.

FANNIE MAE aka FNMA – Federal National Mortgage Association, a government chartered private company that buys large groups of mortgage loans from lending institutions, and obtains its money by selling securities in the open market to investors.
FARMING – See VILLAGING.
FEASIBILITY STUDY – An analysis of existing or proposed property with emphasis on attainable income, probable expenses, advantageous uses, and designs.

FEE SIMPLE – Absolute greatest possible estate or right of ownership of property.
FENG SHUI – Asian philosophy regarding alignment of geomancy.  Some elements include colors, angles, numbers, style, directions, water, hills, flowers, doorways, views, and mirrors.  Sometimes considered like a ‘first impression’ or ‘karma’.  May incapacitate parties to a transaction.
FHA – Federal Housing Administration.
FICO SCORE – aka Fair  Isaac, and Company www.myfico.com
FIRST MORTGAGE – The loan (mortgage)that has recorded priority against real property.
FIRST RIGHT OF REFUSAL – Usually the first right to purchase (or re-purchase), like an option.
FIXED RATE MORTGAGE aka FRM – The interest rate does NOT change over the term of the loan.
FIXTURE – Permanently attached, included personal property permanently attached.
FLIPPING – A property that is bought and immediately re-sold or assigned to another (illegal). –OR-A property that is illegally documented and sold at a huge inflated value by fake sales or false appraisal (illegal).
FLP –Family Limited Partnership.
FORECLOSURE – The legal process in which a lender forces the sale of real property to repay a debt ( and missed payments, late charges, fees, expenses, and legal costs).  Usually takes 121 days, but varies according to jurisdiction.
FRAUD – Failure to disclose relevant facts, deceive, take advantage of another, break the law.  Licensed agents are much more controlled and face harsher penalties criminally, in addition to civil remedies.  See CIVIL vs. CRIMINAL.
FREDDIE MAE – Government loan fund.
FSBO – A property offered without a commissioned or listed agent “For Sale By Owner”
FUNCTIONAL OBSOLESCENCE – Defects in usablilty or not suitable for use as intended
GOOD FAITH ESTIMATE – Required pre-closing disclosure or estimated closing costs.
GRADUATED PAYMENT MORTGAGE aka GPM – A loan that usually keeps the same interest rate, but starts off with lower payments.
GRANT DEED – A type of deed that warrants that title has not previously been conveyed or encumbered to another (except as noted in the deed), and will convey to the grantee any title to the property the grantor may later acquire.
GRANTEE – The party whom the title is conveyed.
GRANTOR – The person that conveys the title.
GROUP HOME – A common group (such as to age or disability) occupying a single residence managed by a specialist.
GUEST – A person visiting for a limited time, in most places three days. Has no “Renter’s Rights”.
HARD MONEY LOAN – Typically a non-bank lender or investor that will loan money fast at high interest and high fees for short periods of time, usually requiring excellent equity, usually NOT requiring good credit.  Usually very expensive costs and interest.
HISTORICAL TRENDS – Such as past appreciation, or “Seller’s Market”, or interest rates, or vacancy rates.  All of which may not be reflect future trends.
HOME EQUITY LOAN – A loan borrowed against ( and secured by the equity in a home.  Not associated with the original purchase of the home, but perhaps for repairs, improvements, payoffs of other debts, or cash-in-hand.
HOME INSPECTION – Usually done by a licensed company, that checks for structure defects or wear and tear, then writes a report, usually for a fee of about $250.
HOMEOWNERS EXEMPTION –A reduction in taxes, usually based upon occupancy or military service, disability, or previous home ownership.
HOMESTEADING –The process of obtaining ownership of land by living and working on the land –OR- The classification of “homestead” may allow for lower property taxes and other benefits for special instances such as primary residence, military veteran, senior, or handicapped, or restricted liens, or restricted foreclosure of equity.
HUD – Department of Housing and Urban Development.
HYPOTHECATE –To pledge an asset as security.
IMPOUNDS – A forced savings account to accrue amounts necessary to pay taxes, insurance, or other occasional expenses.
INCOME CAPITALIZATION – Estimate of value based upon recap of income producing property by capitalization of the annual net operating income expected to be produced by the property during its remaining economic life.
INDEX – A published interest rate that often influences adjustable rate loans.  Typically Federal Home Loan Bank index rate, Federal Reserve Board rate, Treasury rates, TCMS, LIBOR, or CD rates published in places like the Wall Street Journal.
INFLATION – The increase in money necessary to pay for goods and services that formerly cost fees.
INTEREST RATE – The annual rate charge as profit for use of money.  See also APR.
INSTALLMENT PURCHASE AGREEMENT aka INSTALLMENT CONTRACT – Deposit payments toward eventual ownership, whereby the title(Deed) is usually delivered at the end of all payments.  May be taxed differently than earlier Deed.
INSTITUTIONAL LENDERS – Commercial lenders such as banks, savings and loans, credit unions, insurance companies, and finance companies.
INSURANCE – Title insurance, lender insurance, loan insurance, property loss, earthquake or flood insurance, etc.
INTEREST – A percentage a loan amount charged for use of money.
INTEREST ONLY – Principal is not paid along with the interest in payments of the note, leaving only the principal to be paid later.
INVESTING vs. SAVING – Investing can give you higher returns, but less liquidity.  Saving can give you more safety and more liquidity.
INVESTOR –  Person or entity that controls real estate notes or money.
INVOLUNTARY CONVERSION – A forced transfer of ownership that may allow for less personal income taxes under different rules or regulations.
JOINT TENANCY –Ownership by two or more owners.
JOINT VENTURE – A joining of two or more people or entities for a project.
JUMBO – Large loans in excess of 250,000 that have different lending rules.
JUNIOR LIEN – A lien of lessor priority (recorded later) than a prior recorded lien.
JUNK FEES – Extra costs to a borrower that create excess profits for a broker such as Warehouse Fee, Underwriting Fee, Processing Fee, Application Fee, Administration Fee, etc. Usually negotiable or cancelable
KEYHOLE LOT – A lot behind another lot.
