
A
ABSTRACT OF LAW / JUDGMENT
The summary of a court judgment that has created a lien against a piece of 
property.

ABSTRACT OF TITLE
A summary of public records in regard to the title on a piece of property. Abstracts 
must be consulted to be certain there are no liens or other claims outstanding 
against the property before the buyer can purchase it.

ACCELERATED COST RECOVERY
A system of tax calculation that allows for greater depreciation of a piece of 
property in the first few years it is owned. (Also known as accelerated depreciation)

ACCELERATION CLAUSE
A provision in a mortgage that allows the lender to request the remaining balance 
of the loan if payments are not made on time.

ACCELERATED DEPRECIATION
See accelerated cost recovery.

ACCEPTANCE
A written document that the seller of a property has accepted the offer from a 
potential buyer.

ACCESSIBILITY
How easily a handicapped person can enter a building.

ACCRETION
A buildup of land caused by wind or water (usually occurs on waterways such as 
rivers and streams).

ACKNOWLEDGMENT
A written document that states that the person who signs it is doing so of their own 
free will (usually attached to legal documents).

ACRE
43,560 square feet of land.

ACRE FOOT
The volume needed to cover an acre of land one foot deep.

ACTUAL AGE
The precise age of a building since its construction.

ADDENDUM
An addition or change to an existing contract. Sometimes known as a rider.

ADDITIONAL PRINCIPAL PAYMENT



Extra money included in a regular mortgage payment to reduce the amount of 
principal to be paid later.

ADJUSTABLE RATE MORTGAGE (ARM)
A type of mortgage that has an interest rate that can change depending on the 
fluctuations of the index rate.

ADJUSTED COST BASIS
The cost of improvements the seller has made to their property. This is deducted from 
the sale price of the home to determine if the seller has made a profit.

ADJUSTMENT PERIOD / ADJUSTMENT INTERVAL
The period or interval of time between interest rate adjustments on an adjustable 
rate mortgage.

ADMINISTRATOR
A person who is given the authority to settle and/or distribute the estate of a person 
who died without a will.

ADMINISTRATOR'S DEED
A legal document used by an administrator to distribute property.

ADVERSE POSSESSION
Acquiring a property by living on or using it, even though the property's title is owned 
by someone else. Oftentimes called squatting.

AFFIANT
A person who makes a sworn statement.

AGENCY
A written contract that states that a specific person (usually a real estate agent) 
has authority to act on behalf of someone else (usually either the buyer or seller).

AGENCY CLOSING
The completion of a loan by a person or organization who has been given agency 
by the original lender.

AGENT
A man or woman who has been licensed to buy or sell real estate.

AGREED BOUNDARY
The boundary agreed to by two or more property owners when the original 
boundary line is in dispute.

AGREEMENT OF SALE
A legal document that lists all the terms of a property transaction, including price. 
Must be signed by both the seller and the buyer.

ALIENATION CLAUSE



A mortgage provision that states the original borrower must pay back the entire 
loan once the mortgaged property is transferred or sold.

AIR RIGHTS
The right to the air space above an owned property.

ALLOWANCE
A cost estimate for the installation or repair of non-essential items in or around a 
property.

ALTA (AMERICAN LAND TITLE ASSOCIATION) OWNER'S POLICY
An expanded title insurance policy that protects against extraordinary 
circumstance such as unclaimed water and mineral rights or unrecorded 
easements.

ALTERNATIVE MORTGAGE
Any mortgage that deviates from the standard fixed-rate loan.

AMENDMENT
A change to a specific section of a legal document without altering the rest of it.

AMENITIES
Items that aren't essential to live in a property, but make it more attractive (i.e., a 
dishwasher, an indoor swimming pool, etc.).

AMERICAN SOCIETY OF HOME INSPECTORS
A professional association whose members inspect homes for potential buyers.

AMORTIZATION
The process of making regular payments on both the principal and interest of a 
mortgage until the loan is completely repaid.

AMORTIZATION TABLES
A math table used to calculate payments on an amortized loan.

AMORTIZED LOAN/MORTGAGE
A loan or mortgage that is to be paid off via amortization.

AMPERAGE
An electric current's strength.

ANNUAL MORTGAGOR STATEMENT
A yearly statement sent to a mortgage borrower that details how much of that 
year's payments went to the principal and interest on a loan.

ANNUAL PERCENTAGE RATE (APR)
The total yearly cost of a mortgage or a loan, including interest, points, and other 
fees.



ANTICIPATORY BREACH
A form of communication that is made when a person believes they are about to 
break (or breach) the terms of a contract or other legal document.

APPLICATION FEE
A fee charged by a loan lender to process an application.

APPRAISAL
An estimate of the value of a property as of a particular date, generally done by a 
professional appraiser.

APPRAISAL FEE
Fee charged by the appraiser to make an appraisal.

APPRAISAL REPORT
A document that shows the relative value of a property as compared to similar 
properties in the area.

APPRAISED VALUE
An estimate of the current value of a property, general made by an appraiser.

APPRECIATION
An increase in the value of a property from the time it is purchased.

APPROVED ATTORNEY
An attorney authorized to close properties and make opinions on titles. These 
individuals are generally authorized by title insurance companies.

APPURTENANCE
Anything specifically left behind on a property by a seller to be used by the buyer.

AS-IS CONDITION
A property that is to be sold in its current condition.

ASKING PRICE
The initial price set by a property's seller.

ASSESSED VALUE
The value of a property as determined by a tax assessor. A property's assessed value 
is used to determine the amount of property taxes the owner must pay.

ASSESSMENT
A local tax placed on a property in addition to its existing taxes. Assessments are 
generally used by local governments to improve the neighborhood.

ASSESSMENT ROLLS
A list of taxable properties.

ASSETS



Items of positive value, such as stocks, real estate, and cash.

ASSIGN
To transfer interest or rights of a property to a particular person(s).

ASSIGNEE
The person(s) who receives a transfer of rights or interest of a property.

ASSIGNOR
The person(s) who transfers the interest or rights of a property.

ASSUMABLE MORTGAGE
A mortgage that can be transferred from one borrower to another.

ASSUMPTION CLAUSE
A provision in a seller's mortgage that allows the property's next owner to assume the 
payment schedule laid out in that mortgage.

ASSUMPTION FEE
A fee assessed in order to transfer an assumable mortgage from a seller to a buyer.

ATTACHMENT
Court seizure of property in order to repay an outstanding debt.

ATTORNEY IN FACT
An agency relationship that specifies that a particular person has power of 
attorney.

B
BACK TITLE LETTER
A letter sent to an attorney that allows them to examine a property's title for 
insurance purposes.

BACK TO BACK ESCROW
The process of selling one property while simultaneously buying another.

BACKUP OFFER
A bid that a seller will accept if their first choice offer falls through.

BALANCE SHEET
A written statement that shows the net worth of a person or organization.

BALLOON LOAN
A loan whose amortization does not work out to the entire sum of the loan. In this 
case, a large (or balloon) payment is made at the end.

BALLOON MORTGAGE
A mortgage that has a short, fixed-rate period interest in which small amounts are 
payable each month. The payment at the end of this mortgage is the outstanding 



amount of the loan.

BANKRUPTCY
A stipulation of Federal Law that allows an insolvent debtor to receive relief from 
creditors. A Trustee is assigned to sell off the debtors assets in order to repay the 
debts. Bankruptcy appears on your credit report for seven years after the initial 
declaration.

BARGAIN SALE
A property that is put up for sale for less than current market value.

BASIS POINT
One one-hundreth of a percent, or .01%.

BEFORE-TAX INCOME
The total of a person's salary, investments, etc., before taxes are assessed.

BENEFICIARY
A person who receives a benefit, usually cash or property.

BEQUEST
Property given to a beneficiary through a last will and testament.

BETTERMENT
An addition or improvement to a property that increases its value (i.e., a second 
bathroom).

BID
Offer.

BIDDING WAR
Competing bids for the same property.

BILATERAL CONTRACT
See Reciprocal Contract

BILL OF SALE
The document that transfers property from one person to another.

BINDER
A document from a title insurance company stating that they will insure a property 
under a specific set of guidelines.

BIWEEKLY MORTGAGE
A mortgage that requires payment every two weeks.

BLANKET MORTGAGE
A single mortgage that covers two or more properties.



BLUE-RIBBON CONDITION
A house that is close to its original condition. Like new.

BOARD OF EQUALIZATION
A state organization that makes certain property taxes are assessed fairly and 
uniformly.

BOILERPLATE
Standard wording on mortgages and other documents.

BOND
An agreement or amount of money that protects a person from losses or defaults by 
another person.

BOOK VALUE
A property's value, based on cost plus additions, minus depreciation.

BREACH OF CONTRACT/COVENANT
Failure to follow the regulations set up in a contract or covenant.

BREACH OF WARRANTY
The inability of a seller to pass along a clear title to a buyer.

BREAK-EVEN POINT
When an owner is bringing in enough rental income to match their expenses, they 
have reached the break-even point.

BRIDGE LOAN
A short-term loan given to a buyer so that they can gain time to fully finance their 
mortgage.

BROKER
A person who is licensed to deal in real estate. Also, a person who can help a buyer 
find mortgage financing.

BROOM CLEAN
Ideal condition.

BUILDING CODE
Laws and regulations that dictate how a property can be built or remodeled.

BUILDING MORATORIUM
Disallowing new construction, usually to increase the value of existing properties.

BUILDING PERMIT
A permit that allows new homes to be built, or existing homes to be renovated.

BUILDING RESTRICTION LINE



An imaginary line that represents the size limit for a building.

BUY-DOWN MORTGAGE
A mortgage in which the interest rate is lowered to attract buyers. This is usually 
accompanied by a small price increase.

BUYER BROKER
A real estate agent who represents buyers exclusively.

BUYER'S MARKET
A market advantageous to buyers, with many properties for sale and not many 
people to purchase them.

BUYER'S REMORSE
Mild depression that occasionally occurs with first-time homebuyers after they have 
closed on a property.

BY-LAWS
Rules and regulations that govern a corporation or an association. Usually seen with 
co-ops and condominiums.

C
CALL OPTION
A mortgage provision that allows a buyer to find out their balance at any time.

CANCELLATION CLAUSE
A mortgage provision that details how the interested parties may cancel the 
document.

CAP
A limit on how high the monthly interest on an adjustable rate mortgage can be 
risen.

CAPITAL EXPENDITURE
Spending money in order to improve a property.

CAPITAL GAINS
The profit made from selling investments, whether they are stocks or real estate.

CAPITAL GAINS TAX
A tax placed on capital gains.

CAPITAL IMPROVEMENT
Increasing the value of a property through capital expenditure.

CAPITALIZATION



A formula used to estimate a property's value based on net income.

CAPITALIZATION RATE
The capitalization of a property, expressed as a percentage.

CASH FLOW
The cash income generated from renters living in an owned property, minus 
operating expenses, outstanding loans, etc.

CASHIER'S CHECK
A check made out from a bank's own account.

CASH-OUT REFINANCE
Taking out a loan in order to completely pay off a previous loan, and still having 
additional funds to take care of other financial matters.

CAVEAT EMPTOR
Latin for "let the buyer beware." Always a sound principle when purchasing real 
estate.

CERTIFICATE OF DEPOSIT (CD)
A document that confirms a person has deposited money in an account. Usually 
used with banks.

CERTIFICATE OF DEPOSIT INDEX
An index based on the rates of six-month certificates of deposit. The interest on some 
adjustable rate mortgages is determined with this index.

CERTIFICATE OF ELIGIBILITY
A certificate given to qualified veterans that proves they are eligible for a VA loan.

CERTIFICATE OF OCCUPANCY
A certificate that states a particular property is suitable to be lived in.

CERTIFICATE OF SALE
A certificate that states a buyer is entitled to a property's deed.

CERTIFICATE OF SATISFACTION
A certificate issued once the terms of a lien, deed of trust, or mortgage are satisfied.

CERTIFICATE OF TITLE
A certificate that summarizes the title on a particular property.

CHAIN OF TITLE
The record of owners of a particular property.

CHANGE FREQUENCY
The frequency of rate changes on an adjustable rate mortgage.



CHATTEL
Personal property.

CHATTEL MORTGAGE
A mortgage that uses a person's chattel as collateral.

CLASS ACTION
A legal claim filed on behalf of a specified group of people.

CLASSIFIED PROPERTY TAX
A tax levied on property that varies on how it is classified to be used.

CLEAR TITLE
A property's title that is free from liens or other legal proceedings.

CLOSING
The final meeting in which ownership of a property changes hands from seller to 
buyer.

CLOSING COSTS
Fees associated with the transfer of property from seller to buyer.

CLOSING DAY
The day on which a closing takes place.

CLOSING STATEMENT
A statement that details the final monetary agreement between the seller and the 
buyer, including the fees which each party has paid.

CLOUD ON TITLE
A claim or other legal proceeding which clouds the marketability of a particular 
property's title.

CO-INSURANCE
Any kind of insurance that involves more than one insurance company.

COLLATERAL SECURITY
Providing additional security (such as chattel) in order to get a loan.

COLLECTION
Steps taken by a mortgage issuer to bring outstanding payments up to date.

CO-MAKER
See co-signer.

COMMERCIAL PROPERTY
A property that has been zoned for commercial usage.

COMMISSION



An occasionally negotiable fee paid to a real estate agent or broker for their 
services, generally a fixed percentage of the property's price.

COMMITMENT
A written promise by a loaning institution that they will provide a mortgage, under 
specific conditions for a precise period of time.

COMMITMENT FEE
A fee charged for making a commitment.

COMMON AREA
An area within a property that is equally owned by all its residents.

COMMON AREA ASSESSMENTS
Fees paid to maintain or improve a property's common area.

COMMON-INTEREST DEVELOPMENT
A property composed of / comprised individual units that share a common area(s).

COMMUNITY PROPERTY
Property acquired by joint effort of a married couple or other state-recognized 
partnerships.

COMMUNITY REINVESTMENT ACT
A federal law that encourages local lenders to loan to neighborhood applicants.

COMPARABLES
Properties similar to the one currently being sold.

COMPARATIVE MARKET ANALYSIS
The estimated value of a property, based on sales of comparables.

COMPOUND INTEREST
Interest that is added onto existing interest.

CONDEMNATION
Government takeover of a property against the owner's will, usually because the 
property is unsuitable to be lived in.

CONDITIONAL COMMITMENT
A commitment granted by a loaning institution, as long as the person receiving the 
commitment meets certain stated conditions.

CONDOMINIUM
A property that is split into individually owned units, with the owners all having a 
stake in the common areas.

CONDOMINIUM CONVERSION
Changing the title on a property so that instead of being owned by a single person, 



each unit in the building is individually owned.

CONSERVATOR
A court-appointed guardian or committee that acts on behalf of a property's 
owner when the owner is unfit to manage their own affairs (i.e., a minor).

CONSUMER CREDIT COUNSELING SERVICE (CCCS)
A nonprofit organization that helps people get themselves out of debt.

CONTIGUOUS LOTS
Properties that are attached or directly adjacent to each other.

CONTINGENCY
A condition.

CONTINGENCY LISTING
A property for sale with a specific contingency attached.

CONTINGENT FEE
A fee that must be paid only if a certain contingency arises.

CONTRACT
A legally binding agreement between two or more parties.

CONTRACT FOR DEED
A contract in which a property's seller agrees to defer part or all of the price for a 
specific period of time. The seller retains the property's title until the buyer has paid 
the entire purchase price.

CONTRACT TO PURCHASE
See Agreement of Sale.

CONTRACTOR
A person who is under contract to build a new property or to make improvements to 
an existing property.

CONTRACTUAL LIEN
A voluntary contract or other legal obligation.

CONTROLLED GROWTH
Restrictions placed on development in a specific area.

CONVENTIONAL LOAN
A loan made by a bank or other institution for the purchase of a property.

CONVERSION CLAUSE
A provision in a convertible adjustable-rate mortgage that details the conditions 
under which the mortgage can be converted.



CONVERTIBLE ADJUSTABLE-RATE MORTGAGE
A loan that begins as an adjustable-rate mortgage, but can be converted to a 
fixed-rate mortgage within certain time constraints.

CONVEYANCE
Transfer of a property's title.

CONVEYANCE TAX
A tax imposed on a conveyance.

COOPERATIVE
A property split into individually owned units. Unlike a condominium, a person in a 
cooperative owns shares in a corporation that owns the building. The amount of 
monthly payments generally dictates how many shares a person has.

COOPERATIVE CORPORATION
The corporation that owns a cooperative on behalf of its shareholders.

COOPERATIVE MORTGAGE
A mortgage granted to a cooperative property.

COOPERATIVE PROJECT
See cooperative.

CORNER INFLUENCE
The effect of a street corner's proximity to the value of a property.

CORRECTIVE WORK
Work needed to fix flaws in a property.

CO-SIGNER
A person who signs a promissory note with a borrower. This person is responsible for 
paying the loan if the initial borrower cannot.

COST APPROACH
The method an appraiser uses to determine how much an improvement will cost, 
minus any depreciation.

COST-PLUS CONTRACT
A contract in which the builder determines the cost based on labor and materials, 
then adds a certain percentage to insure they make a profit.

COUNTEROFFER
A response to an offer.

CO-TENANCY
Ownership of a property by more than one person.

COVENANT



A written agreement promising certain acts.

COVENANTS, CONDITIONS AND RESTRICTIONS (CC&RS)
A set of rules that lay out what tenants of condominiums and cooperatives can and 
cannot do in terms of improvements, and what obligations the tenants must fulfill 
while owning a unit within the property.

CREATIVE FINANCING
Unique financing arrangements meant to make a property more enticing to buyers.

CREDIT
Money lent to a buyer in order to make a purchase, which must be repaid.

CREDITOR
A person or organization that extends credit.

CREDIT LIFE INSURANCE
Life insurance that pays off a mortgage in the event the borrower dies.

CREDIT RATING
The ability of a person to pay off debts incurred by receiving credit.

CREDIT REPORT
A report that details a person's prior history of paying off debts incurred by receiving 
credit.

CURABLE DEFECT
A property defect that is relatively easy or cheap to repair.

D
DEBT-TO-INCOME RATIO
The ratio of monthly payments on long-term debts divided by gross income, usually 
expressed as a percentage.

DEED
A legal document that conveys ownership of a property.

DEED OF TRUST
A legal document that allows a lender to foreclose on a property should a person 
not be able to meet their mortgage payments.

DEFAULT
Failure to meet the conditions set forth in a legal document (i.e., not making monthly 
mortgage payments).

DEFERRED INTEREST
Interest that does not require immediate payment. Generally this interest is added 
to the balance of the loan.



DEFERRED MAINTENANCE
Property maintenance that has been put off, usually resulting in a lower value.

DEFICIENCY JUDGMENT
A judgment rendered in favor of a person who has sold off a foreclosed property, 
but has not made enough capital to cover their costs. The judgment allows the 
property's seller to collect the balance from the previous owner.

DELINQUENT MORTGAGE
A mortgage given to a buyer who is already behind on other payments.

DELIVERY
The transfer of a deed from one owner to the next.

DEPOSIT
An initial cash outlay towards the purchase of a property.

DEPRECIATION
A decline in value of a property from its original price.

DIMENSION PLANS
A document that lays out the physical dimensions of a property. Not to be confused 
with blueprints, which are more detailed.

DISCLOSURE
A document that lists any potential defects of a property (i.e., asbestos insulation, 
failing appliances, etc.)

DISCOUNT POINTS
See points.

DISTRESSED PROPERTY
A property in poor shape.

DOCUMENT NEEDS LIST
A list of documents needed by a lending institution in order to process a mortgage 
application.

DOWER
The interest in a property retained by the spouse of a deceased partner.

DOWN PAYMENT
The difference between the purchase price of a property and a mortgage, to be 
paid up front.

DUAL AGENCY
A real estate agency that represents both the seller and buyer in a transaction.

DUE-ON-SALE CLAUSE



A provision in a mortgage that states that a buyer must pay the entire outstanding 
balance should they sell the property being mortgaged.

DUPLEX
A property spread over two floors.

E
EARLY OCCUPANCY
Being able to move into a property before the official sale is completed.

EARNEST MONEY
Money accompanying an offer to purchase. See deposit.

EASEMENT
The temporary or permanent right for a third party to use a property for a specific 
purpose (i.e., power lines).

EFFECTIVE AGE
The estimate age of a property, if the actual age cannot be established.

EFFECTIVE GROSS INCOME
Additional income (other than base salary) taken into consideration by a mortgage 
lender.

EMINENT DOMAIN
The right of the government to take over private property for public use, with 
monetary compensation to be made to the owner.

EMPLOYER-ASSISTED HOUSING
Company programs that assist their employees in purchasing property.

EMPTY NESTERS
Couples who are looking for a smaller property because their children have moved 
out of their previous home.

ENCROACHMENT
A physical portion of a property that extends onto another property (i.e., a 
driveway).

ENCUMBRANCE
A lien or other claim against a property.

ENDORSER
A person who signs over their property to another person.

ENVIRONMENTAL IMPACT STATEMENT
A government-mandated statement that details the environmental impact the 
construction of a new property will incur.



EQUAL CREDIT OPPORTUNITY ACT (ECOA)
A federal law that prohibits lenders from discriminating against potential buyers on 
the basis of their race, sex, marital status, religion, age, national origin or the fact 
that they are currently receiving public assistance.

EQUITY
The current value of a property to its owner, minus outstanding mortgage payments 
or other debts.

EQUITY SHARING
Joint ownership between the occupant of a property and another investor. Each 
receives a portion of tax write-offs, and any profit made from the later sale of the 
property is split between them.

ERRORS AND OMISSIONS INSURANCE
Insurance that protects against mistakes made by a builder when constructing a 
new property.

ESCHEAT
Property that transfers to the state if its owner dies without a will or heirs.

ESCROW
A party other than a buyer or seller who holds documents and moneys for property 
transactions until closing.

ESCROW ACCOUNT
An account opened for a buyer to deposit money to cover expenses such as 
property taxes or homeowners insurance.

ESCROW AGENT
The person in charge of an escrow account.

ESCROW ANALYSIS
An analysis of an escrow account to determine if a buyer has enough money set 
aside to cover expenses such as property taxes or homeowners insurance.

ESCROW CLOSING
The closing of an escrow account once a property has officially changed hands 
from seller to buyer.

ESCROW COMPANY
A company that specializes in handling escrow accounts.

ESCROW PAYMENT
A deduction from an escrow account to pay expenses such as property taxes or 
homeowners insurance.

ESTATE



Total assets of a person who is recently deceased.

EVICTION
Legal proceedings to evict a tenant. Most evictions occur when a tenant fails to 
pay rent.

EXAMINATION OF TITLE
A title company's inspection of public records to determine a property's entire 
ownership history.

EXCLUSIVE LISTING
A property that is being shown by one particular real estate agent or agency.

EXECUTOR
The person appointed to carry out the terms of a will and distribute the items of 
estate. If a person dies without a will, the courts generally appoint an executor.

EXECUTRIX
A female executor.

F
FAIR CREDIT BILLING ACT
A federal law that allows consumers to sue credit card companies to recover funds 
lost due to billing errors.

FAIR CREDIT REPORTING ACT
A federal law that allows consumers easy access to their credit reports, and to 
request changes if any information is outdated or inaccurate. The law also states 
who besides the consumer may have access to this information.

FAIR DEBT COLLECTION PRACTICES ACT
A federal law that provides guidelines for creditors to follow in collecting outstanding 
debts.

FAIR HOUSING ACT
A federal law that makes it illegal to refuse to sell a property based on a potential 
buyer's race, religion, national origin, family status, color, or disability.

FANNIE MAE
The Federal National Mortgage Association. The association buys mortgages from 
lenders and sells them on the secondary mortgage market.

FEDERAL HOME LOAN MORTGAGE CORPORATION
A corporation that buys mortgages from lenders and sells shares to investors. Also 
known as Freddie Mac.

FEDERAL HOUSING ADMINISTRATION (FHA)
A government agency that provides mortgages to qualified buyers for a small down 



payment.

FEDERAL NATIONAL MORTGAGE ASSOCIATION
See Fannie Mae.

FEDERAL RESERVE BOARD
An economic committee that controls inflation by raising and lowering interest rates, 
which directly influences the interest rate on mortgages.

FEDERAL TRADE COMMISSION
A government agency in charge of regulating certain companies and industries, 
including some mortgage lenders.

FEE SIMPLE
The maximum amount of interest a person can have in a property.

FEE SIMPLE DEFEASIBLE
A person holding fee simple title to a property, with certain stated conditions.

FHA LOANS
A loan insured by the Federal Housing Administration.

FENG SHUI
The belief that a property's physical aspects will influence the life of its owner.

FIDUCIARY RELATIONSHIP
Any relationship of trust between two or more parties (i.e., a real estate agent and a 
potential buyer).

FINANCING STATEMENT
A statement of property improvements that are subject to liens.

FINDER'S FEE
A fee paid to a person for finding a suitable property for a buyer.

FIRM COMMITMENT
See commitment.

FIRST MORTGAGE
The primary mortgage, which must be paid off before all other property debts.

FIXED INSTALLMENT
A monthly mortgage payment.

FIXED-RATE MORTGAGE
A mortgage whose interest rate remains fixed throughout its entire term.

FIXED TIME
The specific amount of time an owner of a timeshare can use the property.



FIXER UPPER
Any property that requires a significant amount of maintenance, but is still 
habitable.

FIXTURE
Anything permanently affixed to a property (i.e., a toilet).

FLAT FEE
A set fee charged by a real estate agent in lieu of a percentage of a property's sale 
value.

FORBEARANCE
A delay in foreclosure proceedings or other legal proceedings against a delinquent 
borrower.

FORECLOSURE
The process by which a lender sells off the property of a delinquent borrower in order 
to pay off the balance of a mortgage or other loan.

FORFEITURE
The loss of property rights by a delinquent mortgage borrower.

FOR SALE BY OWNER
A property being sold through its owner instead of a real estate agent.

FREDDIE MAC
See Federal Home Loan Mortgage Corporation.

FRONTAGE
The portion of a property that faces a street.

FULLY AMORTIZED ADJUSTABLE-RATE MORTGAGE
Any adjustable-rate mortgage that completely pays off the balance of a loan.

FULLY INDEXED NOTE RATE
The index of an adjustable rate mortgage plus the gross margin.

G
GAG RULE
A contract provision that prevents property owners from publicly complaining about 
that property's builder.

GENERAL CONTRACTOR
The contractor in charge of hiring subcontractors and suppliers during any 
construction process.

GENERAL PLAN
The long-range plans for land usage by the local or federal government.



GENERAL WARRANTY DEED
A grantor's guarantee that a property's title is free of liens or other debts.

GIFT
A monetary sum given by a buyer's relative or other source for purchasing a property 
that does not need to be repaid.

GINNIE MAE
See Government National Mortgage Association.

GOOD FAITH ESTIMATE
An estimate of costs a mortgage lender gives to a potential buyer which includes all 
foreseen fees.

GOVERNMENT NATIONAL MORTGAGE ASSOCIATION
An agency that buys mortgages from lenders and sells them in shares along with 
other federally backed loans. Also known as Ginnie Mae.

GRACE PERIOD
The time in which a mortgage payment can be made after its due date without 
incurring a late fee.

GRADUATED-PAYMENT MORTGAGE (GPM)
A mortgage that requires larger payments over time until it reaches certain point, 
when payments then remaining fixed.

GRANTEE
A person receiving an interest in a property.

GRANTOR
The person giving up interest in a property.

GREENBELT
A park located in the vicinity of a property.

GROSS INCOME
A household's total income before expenses.

GROSS MARGIN
The points added to the current index value of an adjustable rate mortgage when 
it is adjusted to its new rate.

GROUND LEASE
When a property's owner grants a long-term lease to a buyer, who may use the 
property as they see fit. At the end of the lease, the property rights revert back to 
the owner.

GROUND RENT



Money paid for usage of a leasehold estate.

GROWING-EQUITY MORTGAGE
A fixed-rate mortgage whose payments increase over time in order to pay down the 
principal.

GUARANTEE MORTGAGE
A mortgage guaranteed by someone other than the lender, usually a government 
institution.

GUARDIAN
A person appointed by the court to oversee the affairs of a minor.

H
HAZARD INSURANCE
Insurance that protects against common hazards such as fire or winds. It is generally 
required by all lenders before a mortgage is approved.

HIATUS
A gap between properties that is not included in the description of either property.

HIGH-RISE
A building over six stories tall.

HISTORIC PRESERVATION
The preservation of historic structures.

HISTORIC STRUCTURE
A property certified as historic by the Secretary of the Interior, and listed in the 
National Register of Historic Places.

HOME EQUITY CONVERSION MORTGAGE
A mortgage made to allow borrowers to convert property equity into cash without 
having to sell their property. Payments are made to the borrower on a monthly 
basis, and the mortgage becomes due if the borrower sells their property.

HOME EQUITY LOAN
A loan that allows property owners to borrow against their property's equity. This 
loan is paid out in one lump sum, and is usually repaid in installments.

HOMEOWNERS' ASSOCIATION
An association that collect fees and oversees maintenance of common areas in a 
community.

HOMEOWNERS' INSURANCE
Insurance that typically includes hazard insurance, and protects a property from 
damages that may adversely affect a property's value.

HOMEOWNERS' WARRANTY



A special insurance policy that is issued for a limited period of time, usually to cover 
improvements or repairs as they are being done.

HOME RULE
The power of local government to create their own general plan.

HOMESTEAD DEED
A document that protects a certain amount of a property's equity against the 
claims of creditors.

HOME WARRANTY
A special insurance policy that covers unforeseen repairs to certain property items.

HOUSING DISCRIMINATION
Denying a person the right to own property based on their race, color, religion, sex, 
national origin, family status or disability.

HOUSING EXPENSE RATIO
See debt-to-income ratio.

I
IMPACT FEES
Fees paid by property developers to finance community parks, schools, etc.

IMPLIED WARRANTY OF HABITABILITY
A court case that determines new properties are suitable for human habitation.

IMPOUNDS
The portion of a borrower's mortgage payment that is used to pay for items such as 
hazard insurance, property taxes, etc.

INCOME APPROACH
The value of a property, estimated from the income it generates.

INCOME PROPERTY
A property that a buyer uses to generate income rather than provide housing.

INCURABLE DEFECT
A defect in a property that would cost more than the value of that property to fix.

INDEMNITY
Protection against a specific event that allows for compensation should the event 
occur.

INDEX
Any financial table used to set the interest rate on adjustable rate mortgages.

INDIVIDUAL RETIREMENT ACCOUNT (IRA)



A tax-deferred account that allows individuals to save money for their retirement.

INFILL DEVELOPMENT
Significant property development in a previously established area.

INFILL HOUSING
Individual property developments in a previously established area.

INFLATION
An economic event that occurs when there is more money than items to be 
purchased generally marked by high interest rates.

INGRESS AND EGRESS
The ability to cross over an easement, but not to park on it.

INITIAL INTEREST RATE
The first interest rate on an adjustable rate mortgage.

INITIAL NOTE RATE
The initial rate of a note, usually less than the index rate. Applies only to adjustable 
rate mortgages.

INSPECTION REPORT
A report that lists all the details of a property inspection, including the condition of 
the property's exterior, electrical system, plumbing and items pertinent to 
determining the value of the property.

INSTALLMENT CONTRACT
A contract in which a buyer does not own the property until they have completely 
paid for it.

INSURABLE TITLE
A property's title that is insured against certain legal disputes, liens or other claims.

INSURANCE
Any policy that provides compensation against a specific type of loss.

INSURANCE BINDER
A temporary insurance policy that serves until a permanent policy is granted.

INSURED CLOSING LETTER
A document that provides a mortgage lender with indemnity should the funds from 
a loan be misappropriated by the closing agent.

INTEREST
A fee property buyers must pay in order to receive a mortgage, usually expressed as 
a percentage of the mortgage.

INTEREST-ONLY LOAN



A loan whose payments only goes toward the interest on the loan, leaving the 
principal unchanged.

INTEREST RATE
The amount charged for a loan, expressed as a percentage.

INTEREST RATE BUY-DOWN PLAN
A plan in which a property's seller advances cash from the sale to the buyer in order 
to buy-down the monthly mortgage payments.

INTEREST RATE CAP
See cap.

INTEREST RATE CEILING
The highest amount of interest that can be charged on an adjustable rate 
mortgage.

INTERIM FINANCING
A loan granted during the construction of a property until a permanent loan is 
found.

INTESTATE
An estate without a will.

INVESTMENT PROEPRTY
See income property.

J 

JOINT LIABILITY
When two or more people are liable for the terms of a mortgage.

JOINT OWNERSHIP AGREEMENT
An agreement that details the rights and responsibilities of two or more co-owners of 
a property, even if only one person actually lives there.

JOINT TENANCY
Property ownership between two or more people, all of whom live on the property. 
The property automatically passes onto the co-owner(s) if one of the others is 
deceased.

JUDGMENT LIEN
A lien placed on a property by a court of law.

JUDICIAL FORECLOSURE
A foreclosure handled by a court of law.

JUMBO LOAN



A loan higher than those insured by such organizations as Fannie Mae.

JUNIOR MORTGAGE
Any mortgage that is of lesser priority than the first mortgage.

K
L
LAND CONTRACT
See contract for deed.

LANDSCAPE
A property's exterior surroundings.

LATE CHARGE
A fee imposed when a mortgage payment is not made on schedule.

LATE PAYMENT
Any mortgage payment made after it is due.

LATENT DEFECT
Any defect in a property that is not immediately noticeable.

LEASE
An agreement that lays out the terms to a tenant in a property owned by someone 
else.

LEASEHOLD ESTATE
A long-term agreement that allows a tenant property rights under the provision of a 
lease.

LEASE OPTION
A lease that allows the renter to purchase the property after a certain amount of a 
time, for a fixed price.

LENDER
Any bank or similar institution that offers mortgages and other loans.

LEGAL BLEMISH
A negative reflection on a property's title, such as a prior zoning violation.

LEGAL DESCRIPTION
A description of a property recognized by a court of law.

LETTER OF INTENT
A document stating that a buyer intends to purchase a property by a certain date 
for a fixed price.

LEVERAGE



Purchasing a property with only a 5 to 10 percent down payment.

LIABILITIES
Any debts or financial obligations that count against a potential buyer's gross 
income.

LIABILITY INSURANCE
An insurance policy that protects property owners from personal injury and other 
liability lawsuits.

LIEN
A claim laid against a property. Liens must be removed from a property's title before 
it can be sold.

LIFE CAP
A cap on an adjustable rate mortgage that states how high the interest rate can 
rise over the life of the loan.

LIFE ESTATE
The right of a person to own a property for their entire life.

LIMITED PARTNERSHIP
A partnership of individuals with one person making the majority of the decisions.

LIQUID ASSETS
Any asset that can be converted into cash in a short period of time.

LIQUIDATED DAMAGES
A sum of money given to a particular party if the terms of a property transaction are 
violated. For instance, a buyer may state beforehand that their liquidated 
damages will cover the amount of their initial deposit.

LIS PENDENS
A document showing that there is pending litigation against a property's title.

LISTING
A property placed on the market by a listing real estate agent.

LISTING INVENTORIES
The number of properties for sale in a given real estate market.

LIVE-IN PARTNERSHIP
An agreement in which two unrelated and unmarried people purchase a property.

LIVE-WORK SPACE
A property in which the owner both lives and works.

LOAN APPLICATION
A preliminary form that must be filled out by potential property buyers that details 



their basic financial information, the property being mortgaged, and the amount of 
the loan.

LOAN APPLICATION FEE
A fee charged to process a loan application.

LOAN COMMITMENT
A commitment from a lender to furnish a mortgage or other loan.

LOAN OFFICER
A person who works at a loaning institution (i.e., a bank) who processes loans and 
loan applications.

LOAN ORIGINATION FEE
A fee charged by loan institutions when granting mortgages, usually expressed as 
points on the amount of the loan.

LOAN PROCESSING FEE
A fee charged by loaning institutions to gather information to help them process a 
loan application.

LOAN TERM
The time period in which a mortgage or other loan must be repaid. Most mortgages 
have 15 to 30-year terms.

LOAN-TO-VALUE RATIO (LTV)
The percentage value of a property as compared to the amount of a mortgage, 
expressed as a percentage.

LOCK-IN
A guarantee that a mortgage's interest rate will be the same at the end of the loan 
approval process as it was in the beginning. Especially sought after when interest 
rates are fluctuating.

LOWBALL OFFER
An offer for a property that is significantly below its listed price.

LOW-DOCUMENTATION LOAN
A mortgage or other loan that requires very little evidence of assets or income.

LOW DOWN PAYMENT LOAN
A mortgage or other loan that requires only a small down payment on the part of 
the buyer.

M
MAJORITY
The age at which a person is no longer considered a minor.

MANUFACTURED HOUSING



Prefabricated properties such as trailer homes.

MAINTENANCE FEE
A monthly fee paid by members of a homeowners' association to finance the 
upkeep of a property's common areas.

MARGIN
The amount in percentage points that a mortgage lender adds to an adjustable 
rate mortgage.

MARKET CONDITIONS
The conditions in the real estate market that affect a property's price.

MARKET VALUE
The value of a property given the current market conditions.

MARKETABLE TITLE
A property's title that can be accepted by a buyer without liens or other 
outstanding claims.

MAXIMUM FINANCING
A mortgage or other loan that falls within 5 percent of a property's loan-to-value 
ratio.

MECHANIC'S LIEN
A lien filed against a property's title by an unpaid contractor.

MEDIAN VALUE
A property price that falls in the middle of prices for other properties in the same 
neighborhood.

MEDIAN CREDIT REPORT
A credit report that garners its information from the major credit-reporting 
companies.

MEDIATION
The process in which a neutral third party is brought in to settle a dispute.

METES AND BOUNDS
A method of describing a property by distances and directions.

MINT CONDITION
Like new.

MIXED-INCOME HOUSING
Any area that has a broad spectrum of property prices.

MIXED-USE DEVELOPMENT
Any property development that has more than one use (i.e., both residential and 



commercial).

MODIFICATION
Any change in a mortgage or other loan.

MORTGAGE
A legal document that states that a certain amount of money is being used to 
purchase a property. If the loan is not paid back according to the terms set forth in 
the document, the loan is forfeit, and the property may be seized in order to pay it 
back.

MORTGAGE ACCELERATION CLAUSE
A clause in a mortgage that allows a mortgagee to demand the entire remaining 
sum of the loan.

MORTGAGE BANKER
Any institution that grants mortgages using their own money.

MORTGAGE BROKER
Any institution that directs potential property buyers to appropriate mortgage 
lenders.

MORTGAGE INSURANCE
Insurance usually required by mortgage lenders when a buyer is making a down 
payment of less than 20 percent of the property value. The insurance protects the 
lender should the buyer default on the mortgage.

MORTGAGE-INTEREST DEDUCTION
A deduction granted by the Internal Revenue Service that allows mortgagors to 
deduct the interest paid on a mortgage.

MORTGAGE LIFE INSURANCE
A life insurance policy that pays off the remainder of a property's mortgage should 
its owner die.

MORTGAGEE
The person or institution granting a mortgage.

MORTGAGOR
The person being granted a mortgage so that they may purchase a property.

MOTIVATED BUYER
A person looking to purchase a property as quickly as possible.

MOTIVATED SELLER
A person looking to sell a property as quickly as possible.

MOVE-IN CONDITION
Any property currently ready for a buyer to move in.



MOVE-UP BUYER
Any buyer who is looking to purchase a larger property than the one they currently 
own.

MULTI-DWELLING PROPERTY
Any property with one mortgage that contains several dwellings (i.e., an apartment 
building).

MULTI-FAMILY MORTGAGE
Any mortgage on a multi-dwelling property that contains more than four units.

MULTIPLE LISTING SERVICE (MLS)
A listing of all properties for sale in a particular area, with the exception of those that 
are for sale by owner.

MUNICIPAL HOUSING INSPECTOR
Any locally-approved inspector who assures that new property construction meets 
municipal requirements.

N
NEEDS-BASED PRICING
A seller basing the price of their property on items that need to be fulfilled (i.e., 
buying another property). This may add to (or subtract from) the property's asking 
price.

NEGATIVE AMORTIZATION
Monthly mortgage payments that are not large enough to pay off accrued interest, 
which actually increases the mortgage's principal.

NET CASH FLOW
Any investment property that produces a profit after expenses.

NET EFFECTIVE INCOME
Gross income after income taxes are deducted.

NET WORTH
The amount of a person's assets after total liabilities have been deducted.

NO CASH-OUT REFINANCE
A new mortgage that covers all the costs and fees of an old mortgage, but doesn't 
contribute more than 1 percent cash to the new loan.

NO-DOCUMENTATION LOAN
A mortgage that does not require documentation of income and other assets.

NON-ASSUMPTION CLAUSE
A mortgage clause that states that the mortgage cannot be assumed by another 
buyer without first receiving permission from the lender.



NON-LIQUID ASSETS
Any asset that cannot be quickly converted to cash.

NON-RECURRING CLOSING COSTS
Any one-time closing cost (i.e., title insurance).

NOTARY PUBLIC
Any person authorized by law to certify signatures and documents.

NOTE
A legal document signed by a buyer to repay the stated amount of a loan by a 
certain date.

NOTE RATE
The interest rate set forth in a note.

NOTICE OF DEFAULT
A legal document that states that a mortgagor is in default, and that further legal 
action is most likely forthcoming.

O
OFFER
A monetary proposal for a property, usually from the buyer to seller.

OPEN HOUSE
A property open to be viewed by the general public.

OPEN LISTING
Any property given to several real estate brokers to list simultaneously.

OPTION
A right exercised by a buyer to keep an offer to purchase a property open for a 
certain amount of time.

ORAL AGREEMENT
Any agreement not made in writing. Oral agreements are not usually considered 
legally binding.

ORIGINAL PRINCIPAL BALANCE
The amount of principal on a mortgage before payments have begun.

ORIGINATION FEE
See loan origination fee.

OWNER FINANCING
A property transaction in which the owner agrees to finance some or all of the 
purchase price.



P
PARCEL
Any officially designated plot of land.

PARTITION
The division of land between acrimonious co-owners. Also, an interior wall.

PATENT DEFECT
Any immediately obvious property defect (i.e., not having any windows).

PAYMENT CAP
The limit on the amount a monthly payment can increase on an adjustable rate 
mortgage.

PAY-OFF AMOUNT
The amount needed to pay-off a mortgage in full.

PER-DIEM INTEREST
Interest that accrues daily.

PERSONAL PROPERTY
Any item in a dwelling not considered a fixture.

PEST-CONTROL INSPECTION
An inspection of a property for the presence of common pests (i.e., mice, termites, 
roaches, etc.)

PIPESTEM LOT
A property lot with a narrow strip connecting it to a nearby street.

PITI
Principal, Interest, Taxes and Insurance. These four items are combined to calculate 
a buyer's monthly housing expense.

PLANNED COMMUNITY
A community originally developed with a certain plan in mind (i.e., a retirement 
community).

PLAT
A map that outlines how a piece of land is to be developed into lots and streets.

POINT
A fee charged by a mortgage lender, typically at closing. Each point is worth one 
percent of a loan's total principal (i.e., a point on a $150,00 loan would $1,500).

PORTFOLIO LENDER
Any mortgage institution that finances a loan with its own money and does not sell 
that mortgage on the secondary market. Thus, the mortgage remains in that 



institution's portfolio.

POSSESSION
The point at which a property's buyer has closed a deal and received the keys to 
their new home.

POWER OF ATTORNEY
A document stating that a certain individual is an attorney in fact, and may act on 
behalf of someone else.

PRE-APPROVAL LETTER
A document stating that a buyer will be able to obtain a mortgage for a specified 
amount.

PREPAID EXPENSES
Expenses such as taxes that are paid before they are due.

PREPAID INTEREST
Interest paid before it is due.

PREPAYMENT PENALTY
A financial penalty tacked onto mortgages that are paid off before they are due.

PREQUALIFICATION
An assessment by a mortgage lender that a potential buyer will be able to secure a 
loan. Not considered as valuable as a pre-approval letter.

PRE-SOLD PROPERTY
Any property that is sold before it is actually built.

PRICE RANGE
The range a buyer is willing to pay for a property.

PRIME RATE
The best interest rate a lender can offer for a short-term loan.

PRINCIPAL
The base amount of a mortgage, minus interest.

PRINCIPLE OF CONFORMITY
The notion that the more a property conforms to those around it, the more likely it is 
to appreciate in value.

PRINCIPLE OF PROGRESSION
The notion that high-value properties will bring up lower-valued properties around 
them.

PRINCIPLE OF REGRESSION
The notion that numerous low value properties will bring down the value of nearby 



higher-valued properties.

PRIVATE MORTGAGE INSURANCE (PMI)
See mortgage insurance.

PROBATE
The legal process to prove the validity of a will.

PROBATE SALE
The sale of a property whose owner has died, with proceeds either split amongst 
surviving relatives or used to pay off any outstanding debts.

PROMISSORY NOTE
A note that promises payment of a specific amount on demand, which can be 
transferred much like a check.

PROPERTY LINE
The official boundary line of a property.

PROPERTY TAX
A local tax assessed on those who own property of approximately 1.5 percent of the 
property's value.

PROPERTY TAX DEDUCTION
The federal tax law that permits property owners to deduct their property taxes from 
their income tax return.

PROPERTY VALUE
The value of a property based on how much a buyer will pay for it at a specific 
point in time.

PRORATION
A percentage of purchase fees that must be paid by either the buyer or seller of a 
property at the closing, usually agreed upon beforehand.

PUBLIC SALE
A sale or auction open to the general public.

PUNCH LIST
A list buyers make of property defects that need to be fixed before closing.

PURCHASE AGREEMENT
An agreement detailing the purchase price and other relevant details of a property 
transaction.

PURCHASE MONEY MORTGAGE (PMM)
A mortgage given from buyer to seller as part of a property's purchase price.

Q



QUALIFYING RATIO
A ratio used by a mortgage lender to determine how much a buyer can afford to 
borrow.

QUIET TITLE
A lawsuit brought to remove a lien or other claim from a property title.

QUIT-CLAIM DEED
A document releasing a person from any interest they may hold in a property.

R
RATE-IMPROVEMENT MORTGAGE
A mortgage that includes a clause entitling a property buyer to a one-time interest 
reduction without having to go through the process of refinancing.

RATE LOCK
See lock-in.

REAL ESTATE
Land and anything physically attached to it (i.e., an apartment building, a barn, 
etc.).

REAL ESTATE AGENT
A person who has a state license to assist buyers and sellers in property transaction 
and is generally paid by commission.

REAL ESTATE ATTORNEY
Any attorney who specializes in real estate affairs.

REAL ESTATE BROKER
In essence, the Ph.D. of real estate agents. Brokers must pass much more stringent 
tests than agents, and are usually only consulted if the agent is encountering 
difficulty in a transaction. They generally also receive a portion of the commission 
made by the agents beneath them.

REAL ESTATE INVESTMENT TRUSTS (REIT)
A trust, much like a mutual fund, that buys interest in properties rather than 
companies. Investors can buy shares of a REIT on most major stock exchanges.

REAL ESTATE SETTLEMENT PROCEDURES ACT (RESPA)
The federal law that allows buyers and sellers to be aware of the various settlement 
charges associated with buying a property.

REAL PROPERTY
See real estate.

REALTIST
Any real estate broker who is a member of the National Association of Real Estate 



Brokers.

REALTOR
Any real estate agent or broker who is a member of the National Association of Real 
Estate Realtors.

RECIPROCAL CONTRACT
A contract in which both signing parties promise to take an action for the other.

RECISSION
The cancellation of a mortgage or other contract by law or the mutual consent of 
those involved.

RECONVEYANCE
The transfer of a property's title once the buyer has completely paid off its mortgage.

RECORDER
The local public official in charge of keeping the records for all property transactions.

RECORDING
Filing a document with the proper government agency.

RECORDING FEE
A fee charged by a real estate agent or mortgage lender to have a property's sale 
placed in the public record.

REDLINING
The illegal practice of denying a loan or insurance based on an applicant's 
ethnicity or current neighborhood.

REFINANCING
Replacing an old mortgage or loan with one that has more favorable terms.

REGULATION Z
A provision in the federal Truth-in-Lending Act that requires a property buyer to be 
informed in writing of all the costs associated with acquiring credit.

REHABILITATION MORTGAGE
A mortgage that includes money to repair a property in addition to the sale price.

REISSUE RATE
A discounted rate given by a title insurance company when they have previously 
insured the same title within the past ten years.

REMAINDER
An interest in a property that is put off until another interest is terminated.

REMAINING BALANCE
The amount of principal remaining on a mortgage.



REMAINING TERM
The amount of time left on a mortgage.

RENTER'S INSURANCE
An insurance policy that covers the cost of replacing a renter's possessions.

RENT LOSS INSURANCE
An insurance policy that covers the loss of rent income should a property be 
rendered uninhabitable.

REPAYMENT PLAN
A plan offered by mortgage lenders to assist delinquent borrowers in making their 
payments rather than taking them to court.

REPLACEMENT RESERVE FUND
Money reserved by homeowners' associations to replace furniture and other items 
located in common areas.

REPOSSESSION
The process of seizing a property by a mortgage lender when a buyer is extremely 
delinquent in payments.

RESALE VALUE
The future value of a property, based on the current or future development of a 
neighborhood.

RESERVE FUND
Funds set aside by homeowners' organizations to pay for any major future repair or 
improvement.

RESTRUCTURED LOAN
A mortgage or other loan that has been renegotiated with different terms.

RETURN ON INVESTMENT (ROI)
The profit a property generates from its initial investment.

REVERSE MORTGAGE
See home equity conversion mortgage.

REVERSION
A conveyance provision that allows the previous property owner to regain the 
property under certain circumstances.

RIGHT OF FIRST REFUSAL
An agreement that a property owner will make with another party to allow them 
the chance to buy or rent a property before it is placed on the market.

RIGHT TO RECISSION
A provision in the Truth-in-Lending Act that allows a buyer to cancel a mortgage or 



other loan within three days of signing it.

RIPARIAN RIGHTS
The rights of an owner of property located adjacent to water.

S
SALE-LEASEBACK
A property arrangement in which the buyer agrees to lease back the property to 
the seller for a period of a time.

SALES CONTRACT
A contract that details the terms of a property sale.

SBA
Small Business Administration.

SECOND MORTGAGE
A mortgage taken out after a first mortgage that ranks second in payment priority.

SECONDARY MARKET
The market used by mortgage lenders to sell mortgages as securities to increase their 
liquid assets.

SECURED LOAN
A loan backed by collateral.

SECURITY
A section of property designated as collateral.

SELLER BROKER
A real estate agent who represents sellers exclusively.

SELLER'S MARKET
A market advantageous to sellers, with not many properties for sale and many 
buyers.

SERVICER
A company that collects mortgage payments and oversees escrow accounts.

SETBACK
See building restriction line.

SETTLEMENT STATEMENT
A statement that documents exactly what has been paid and by whom.

SEVENTY-TWO HOUR CLAUSE
If a buyer has to sell a property before being able to purchase a new one, the seller 
of the new property must furnish them with seventy-two hours notice should a better 
offer be presented. If the buyer cannot sell their old property by then, the seller can 



accept the better offer.

SHARED-APPRECIATION MORTGAGE
A mortgage that allows the lender or other specified party to take a portion of the 
buyer's profit (if any) once a property is sold.

SHARED-EQUITY TRANSACTION
A transaction in which more than two or more buyers purchase a property, with one 
co-owner using it as a residence and the other(s) using it as an investment.

SPECIAL ASSESSMENT
An additional assessment imposed by a local government or homeowners' 
association to procure extra money for neighborhood improvements.

SPECIAL DEPOSIT ACCOUNT
A stipulation in a rehabilitation mortgage that a special account must be made in 
which part of the mortgage money is deposited. This account is later used to pay 
contractors as they repair the property.

SPECIAL WARRANTY DEED
A deed in which the seller of a property warrants that the property's title is 
unimpaired, but that he warranty that title before his ownership.

SPECIFIC PERFORMANCE
A legal action filed in order to insure the complete performance of a contract.

SQUARE FOOTAGE
The amount of livable space in a property, measured in square feet.

STANDARD PAYMENT CALCULATION
The calculation used to determine the monthly payments amounts so that a 
mortgage can be paid off in equal installments.

STARTER HOME
A property that falls in the low end of a buyer's price range.

STATUTE OF LIMITATIONS
The time in which a law suit can be legally filed.

STEP-RATE MORTGAGE
A mortgage that allows for a gradual increase in the interest rate over its first few 
years.

SUBDIVISION
Dividing a piece of undeveloped land into lots and streets, with the eventual goal 
being to build properties on all the lots.

SUBJECT TO
A situation in which a buyer takes control of a property title that has a lien on it, but 



they do not agree to be responsible for that lien.

SUBORDINATE LOAN
Any mortgage that isn't the first mortgage.

SWEAT EQUITY
Improving or refurbishing all or part of a property, not because it will increase the 
value, but because it's something the owner wants to do.

T
TAP FEE
A fee charged by utility companies to begin service.

TAX LIEN
A lien placed on a property for non-payment of back taxes.

TAX SALE
The sale of a property by the government in order to collect back taxes.

TAX SHELTER
Any investment that defers or reduces taxes (i.e., real estate or individual retirement 
accounts.)

TEAR-DOWN CONDITION
Any property whose interior needs to be significantly rebuilt.

TEASER RATE
A mortgage that has a low initial interest rate in order to entice property buyers.

TENANTS BY THE ENTIRETY
Usually refers to a husband and wife living in the same property. If one spouse dies, 
the surviving spouse inherits the property. There also needs to be a consensus should 
the property have to be sold to pay off one partner's debts.

TENANTS IN COMMON
Two or more people who own a property without an established right of survivorship. 
Occasionally, if one partner dies, their interest may not be given to the co-owner(s).

TESTATE
An estate with a will.

TESTATOR
A man who has drawn up a last will and testament.

TESTATRIX
A woman who has drawn up a last will and testament.

THIRD-PARTY ORIGINATION
A lending institution that originates a mortgage for another institution, who then 



grants the mortgage to a buyer.

TIMESHARE
The purchase of only a percentage of a property. Thus, the buyer may only occupy 
that property for a particular period of time. Generally used with vacation homes.

TITLE
A legal document that provides proof of property ownership.

TITLE COMPANY
An institution that ensures a property title is free from liens and other claims, and also 
provides title insurance.

TITLE INSURANCE
An insurance policy that protects a buyer should someone else claim title to a 
property.

TITLE RISK
A possible danger in transferring a property title from seller to buyer.

TITLE SEARCH
An examination of local records to provide proof positive of a title's owner, and to be 
certain that there are no liens or other claims against the property.

TOP PRODUCER
A real estate agent or broker who sells a large number of properties.

TOTAL EXPENSE RATIO
Percentage of monthly debt payments versus gross income.

TRADE EQUITY
Assets given to a seller in lieu of, or in addition to, cash.

TRADING DOWN
Purchasing a property that is less expensive than your current one.

TRADING UP
Purchasing a property that is more expensive than your current one.

TRANSFER OF OWNERSHIP
The legal transfer of a property from seller to buyer.

TRANSFER TAX
A tax assessed on a transfer of ownership, usually by local government.

TREASURY BILL
A security issued and backed by the U.S. Treasury Department.

TREASURY INDEX



One possible index used to determine the interest rate on adjustable rate 
mortgages.

TRUST
A right to a property held by another, either written or implied.

TRUST ACCOUNT
An account used by a real estate agent, broker, or escrow agent to hold funds for 
either a property seller or buyer.

TRUSTEE
A person who has holds a trust.

TRUTH-IN-LENDING ACT
A federal law that requires a mortgage lender to disclose the annual percentage 
rate to a prospective buyer after they have applied for the loan.

TWO-STEP MORTGAGE
A mortgage that begins with one interest rate for the first five to seven years, then is 
adjusted to reflect current market conditions for the remainder of the loan.

U
UNDERWRITING
A process by which mortgage lenders assess the risk of a potential property buyer, 
and adjust their loan terms accordingly.

UNDISCLOSED HEIR
A person who asserts a claim to a property or estate after its owner has died 
intestate.

UNDISCLOSED SPOUSE
An unidentified spouse who may claim the right to a property.

UNRECORDED DEED
A deed that has been transferred from seller to buyer without being noted in the 
public records.

UNSECURED LOAN
A mortgage not backed by collateral.

USURY
Charging interest on a mortgage or other loan higher than is allowed by law.

V
VA LOAN
A Department of Veterans Affairs program that allows qualified veterans to secure a 
mortgage with little or no down payment.



VARIABLE RATE
An interest rate that is subject to fluctuation.

VARIABLE RATE MORTGAGE (VRM)
See adjustable rate mortgage.

VERIFICATION OF DEPOSIT (VOD)
A document signed by a potential property buyer's bank that verifies that the 
buyer's account and balance.

VERIFICATION OF EMPLOYMENT (VOE)
A document signed by a potential property buyer's employer that verifies the 
buyer's employment and salary.

VOLUNTARY LIEN
A lien willingly taken on by a property owner.

W
WAIVER
The voluntary relinquishment of a right.

WALK-THROUGH
The final examination of a property by its buyer before closing.

WARRANTY
A legal document assuring a specified action in the future.

WARRANTY DEED
A deed that promises a property's title is free of liens or other claims.

WILD DEED
A deed that has been improperly recorded.

WILL
A legal document that specifies how a person's estate is to be handled after their 
death.

WRAPAROUND MORTGAGE
A mortgage that contains not only the amount to be loaned to purchase a 
property, but also the remaining balance of that property's previous mortgage.

X
Y
Z
ZONING
The local regulation of land usage.



ZONING VARIANCE
A one-time change in an area's zoning law.


