Preliminary report

A prelimenary report reveals any issuas with a titke that
nead to ba dealt with by the seller in order to daliver
a chear litle. Il gives delalls swch as ownership history,
liens, and easemants. The title company gathers this
repo by seanching existing property records at the
county recorder's office

Probate sale

A probate sale happens whan a homeowner dies without
writing & will or legving a property Lo someone, In such
siluations, the probate court would authorize an estate
attorney, of ofher representative, 1o hine a real estale
agent o sell the home.

The iodal process will usually be a bil more complcated
and tharefore will take mone time than a conventional
salks.

Proof of funds

When you make an offer, sellers will raquire you o
submit proof of funds. If you're buying a housa with

a maorlgage, |t shows them that you have the cash
available for your down payment and closing costs. If
you're paying all cash, your proof of funds shows you
have the money.

The Tollowing documents quallty as proof of funds:

- Original or onling bank siaterments with bank kllarhasd

= Copy of a money market account balance with bank’s lago
ar |lefierhaad

. Carified financial statemants, such as an income ar cash

Ty siatemand that's b-umﬂwmuﬂ'mbr &n accountanl
+  Anopen equily line of credit

Purchase and sale agreement (PSA)
Apurchase and sale agreement is commanly referred o
8 written contract between the buyer and sellar, which
outlines the terms of the parties to sell and purchase real
progery.

When a home is "under conlract” it usually signifies that
thia Buyer and Seller have formalized their commitnment
to sell and purchase the real propery.

Real estate brokor

A real eslabe bioker 8 & real estale agent who has
passed a state broker's exam and mat a minimum
number of transactions. These brokers can work on thair
o o Iire thedr own agents,

REALTOR"

An aclively licensed real estate agent and REALTOR®
ara often usad interchangeably, athowgh not evary real
eslale agent is a REALTOR®, A REALTOR® is a membeer
of the Mational Association of REALTORS® (NAR)

A REALTOR® promiges to uphold the Code of Ethics of
the association and to hold each other accountable for
‘when senving the public. customers. cllents, and each
other, with a high standard of practice and care.

Seller disclosure

A seller's disclosure is a disclosure by the seller of
Information about the property, or which could affect a
buyer’s decision to purchase the property, all of which io
the bist of the seler's knowlede.

A seller must also indicate items which are nol specific
to the property itself but related to a person’s enjoyrment
of the: property, such as pest problems, property line
digputes, knowledge of major construction projecis

in the area, military base related noises or activities,
assoclation relaled assessments or legal Issues. unusual
odors coused by a nearby factory, or even recent deaths
on the property as permilted by law,

Title search

A lithe search examines public records Tor the history of
tha home, including sales, purchases, and tax and other
types of lens.

Generally, a tille examiner will conduct a search using
title plants, and sometimas the county records, io see
who is lisled as the record owner of the property. Such
informabion, along with any liens or encumbrances that
are recorded against the property, will be ksted in the
Prefminary Report for the parties. to review prior to the
close of escrow,

Trust sale

A trust sale means that the home s being sold by a
trustee of a living trusi — and nol & private party. Often
this is becauss the ariginal homaowner has passed
away of has placed their assets in a living trust.

The trustee may nol be as emotionally attached 1o the
property as a traditional owner, which could translate o
them accepting a less attractive offer as the truestes may
prefer o offlead the property.



Homeowner's association (HOA)

A homeowner's association s 8 privale associalion that
manages a planned community or condominium. YWhan
you purchase a property that is managed by an HOA. you
agree io abide by the HOA's rules and pay its manthly or
annually HOA dues. If you fall 1o pay andior comply, they
often have the ability to filke a len against the property and!
or foreclose on the property.

Home sale contingency

Ahome sale contingency is for a buyer to indicate o a
sallar that part of thair condition o purchase the sellar's
property relies on the buyer’s ability to finalize a close

on their curment property. This is often negotiated with a
clause in a contract or with an addendum lo a contract, An
example of how such a conlingency can be used would
be if a buyer neads to sall their proparty in order o have
the down payment required on the purchase of the new
property or would rather use their sale proceeds instead of
their savings o make the down payment.

Depending on the market, it could hamper negotiations
with a seller when a contingency is par of the pictura.

Inspection

An inspechon kappens when Duyers pay a leenged
professional inspector to visit the home and prepare

a repod on s condition and any needed repairs. The
inspection oftan happens as part of the due diligance
period, 50 buyers can fully assess if they wan to buy a
particular home as is or ask the seller to either complete or
pay for certain repairs

Interest

This is the cost of bomowing money fior a home. Inlerest

ig combined with principal to determine manthly mortgage
payments. The longer a mortgage is, the mone you will pay
In interest when you have finally paid off the loan,

Land lease

Traditionally, when you purchase a home, you own the
home and the land the property is built on. There are some
circumstances that involve a land lease, which means you
would own the home while paying rent fo the landownar
far the land.

Mortgage broker

The broker is an individual or company that is responsible
for taking care of all aspects of the deal bebwean
borrowers and lendears, whether thal be onginating the
loan or placing it with a funding source such as a bank,

Mortgage pre-approval letter

Gelting a morgage pre-approval letier ks important
bacausa it gives home buyers an idea of what thay can
afford, A morlgage pre-approval letter is issued by the
lender and identifies the lerms, loan type and knan amount
the buyer gualifies for afier checking the buyer's debl-lo-
Income rabos along with cash an hand and credit histony

Many selbers of their agents require a mongage leter with
amy homa offer that isn't all-cash sinca it acts as proof the
buver has been qualfied to get inancing

Multiple listing service (or MLS)

An MLS is a database that allows real estate agent and
broker members 1o acoess and add information about
properties for sale in an area. When a home is listed for
sale, it gets logged into the local MLS by a listing agant.
Buyer's agenls ofien check the MLS o see whal's on the
markat and what similar homes hawe sold for. According to
Inman.com, there are over 600 MLS organizations in the
United States.

Matural hazards disclosure (NHD) report

A report required by most states thal discloses § a property
is in an area that has a higher risk of natural hazards. The
report |$ typlcally paid for by the seller and given 1o the
buryer during escrow.

The following natural hazard zones are cowvered in a NHD
neport:

Special Aood hazard area

Area of patenial Booding

Wery high fre hazard sevedity Zone

Wikdland area thal may contain substantial forest fire risk and

hazards

Earthquake taull zane

Seismic hagard 2one

Offer/counteroffer

Buyers make a formal offer on the home they want 1o
purchase. The offer can be the full list price, or what you
and your agent deem a fair markel value

The buyer's sgent puts the offer in writing, asks you fo
sign it, and then submits it io the seller's agent. The saller
might immediately accept it, in which case it becomes the
parties’ purchase confract, or may make what's known as
a countaroffer,



GLOSSARY OF TERMS

All you're looking for are some straightforward
answers with no jargon. That's why we've
created this simple list of terms.

=  Adjustable-rate mortgage (ARM)
There are two hypes of conventional loans: the Tked-rale
and the adjustable-rate mortgage. In an adjustable-
rake medigage, the interest rate can change over the
coursa of the loan at five-, seven-, or len-year intarvals
For homeowners who plan lo stay in thelr home for
mara than a few years, this is a risky loan as rates can
suddenly skyrockel depending on marke! condilions.

* Appraisal
An appraisal is required 1o gather the esimated value
of a plece of real estate. During the home sale, the
maortgage lender sends oul an appraiser o geta
professional opinion of the value of the property. This
helps the lender decide if the property is worth the
amount of the loan the polential buyer is sesking.

= As-is
A property marketed in “as is” condition usually ndicates
that the seller is unwilling to perform most if not all
repairg, It could also mean that it is priced “as i2°, which
is typically lower than market pricing in the area.

+ Buyer's agent/listing agent
A buyer's agent, also known as a selling agenl, is a
licansed real estale professional whosa job is fo locate
a buyer's mex] propedy, represent thair interests by
negotiating on behalf of that buyer to obtain the bast
price and purchasing scenaria for thal buyer as possible,
This agent is a fiduciary for the buyer.

The listing agent. also known 26 thi seller's agent, is a
licansed real astate professional whose job is fo market
the seller's property, and to represent the seller’s best
interest by negofiating on behalf of the seller to secure
the best price and salling scenario as possible. This
agent ig a fiduciary for the seller.

Clasing

Closing ks when the home sale is considerad final, which
typically includes all parties’ signatures on all required
documents, all morses conveyed, and when a lender s
inwolved, with full lender's approval. For soma markets
across the nation, recording the deed with the county
derk's office |5 the ulimate and final step of closing,
Once all thesa items are completed, then a buyer's
AcCESS 10 the propery IS then provided, and he buyer s
considered the new homadowner.

Days on market (DOM)

DOM is definred as the number of days from the date
on which the properly ks listed for sale on the local resl
estate brokers' mulfiple listing service (MLS) ko the dale
when the seller has signed a contract for the sale of the
property with the buyes.

A related metric is the average DOM for homes sold in

a market during a specified perdod. A low average DOM
Indicates a strong market that favars sellers. A high
avarage DOM signals a weak market that favors buyers.
Seasonality can also be a factor.

Equity

Equity is ownership. In homeownership, equity refers to
hioss much of your home you actually own—meaning how
much of the prncipal you've paid off. The more equity
you have, the maore financial flexdbility you hawve, as you
can refinance against whalever eguity you've bl Pul
another way, aquity is the diference batween the fair
market value of the home and the unpaid balance of the
mortgage. If you have a $200,000 home, and you still
owe §150.000 on it, you have 550,000 in equily.

Escrow

Escrow is an account that the lender sets up that
recelves monthly payments from the buyer. The escrow
holder is the agent and depositary (impartial third-party)
who collects the maney, writlen insruments, documents,

persoral property, or ather things of value to ba helkd untl
the happening of specilied events or the performance of

descnbed conditions, usually sal forth in mutual, written
Instructions from the parties.

Fixed rate mortgage

With fixed rale morigages, your intenest rale stays
tha same for tha duration of the loan. They are aften
available as 10, 15, 20 & 3D-year loans with the most
popular baing 15- and 30-year



