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PREFACE 
  
The authors’ compare notes, and of course, we realize that we share the same 

frustrations as all other self-help authors:  Most readers complete the book, put it down, 
and never act.  Over 90% of our readers will do this.  They might say, “Wow!  That was 
interesting.  I guess there is a way out of the basement and into my own home”.  Next year 
they are still in the basement.  You, on the other hand, will read through this ‘thin’ book, 
glean valuable insights and understandings, and a year from now, will be having an open 
house and celebrating in your own home! 

So, with that in mind, we’ll stop here and let you dig-in.  Read it through once to get 
the big picture.  Re-read it as necessary to stay clear and motivated.  Please send us a 
picture of your new home.  We’ll be delighted to add you to our ‘Wall of Fame’! 
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CHAPTER 1, Leaving the Nest 

By: Rick 

“When you let go, you are truly free” 

—Unknown 

here comes a point in life when you make the decision that you want to move out of Mom and Dad’s house and be on your 
own. This is not an easy task but is the nature of things to come. You may be getting some not-so-subtle hints, that Mom 
and Dad are thinking it is a good idea too.  There are so many things to consider when you decide that you want to move out.  

Giving up free room and board, home cooked meals, and being able to ask mom and Dad for $20 on Saturday night for the big date 
will all go away after, you move.  And, of course, mom’s home laundry service! 

Incurring the responsibilities of a new place may seem overwhelming. Don’t be afraid. 
A wise man told me that if you think that you are going to fail then you will not 
disappoint yourself. What is the worst thing that could happen?  You own a new home 
that is going up in value over time, you have the advantages of the interest write off 
(interest and property tax may not exceed the standard deduction with the tax changes 
of 2018) that will give you a bigger tax refund, etc., and the feeling of freedom that you 
will enjoy. Hurt me some more! You may just increase your net worth financially, have a 
sense of pride of ownership and have the flexibility to know that you have accomplished 
a major financial purchase without the help of the folks. 

If this is your dream, you must define how you vision your future. This may seem 
scary to you but making the decision is the hardest part. Do I want a roommate? Can I 
live by myself? What about my pet? Can I bring my new significant other to this place 
with pride? 

CHOICES, FLOODING THE MIND OF THE MILLENNIAL 
I asked my father when I was a junior at the University of Utah whether to take a 
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finance class or a business law class and he told me to “make a damn decision and live 
with it”. This was the best advice he ever gave me. At the time I thought he was being 
cruel but sitting on the fence serves no purpose. Make a damn decision. The key point is 
to have confidence. To confide in yourself is a key component to reaching your dream. 
Fence sitting is not for you. Trust in yourself and your choice 

So, you have made the choice to move out, now what? 
Let’s first begin by looking at the resources you have on hand. How much money do I 

have in the bank? Checking, savings,401-k money, etc. Once you have established that 
number that will determine how much money you have for a down payment. What about 
a possible gift from a relative? Maybe Aunt Mable can give you a gift to help out. We will 
show you in detail what the down payment has to do with anything later. Take a look at 
the total of all available money. Once you have this figure write it down. Taking notes on 
this preparation will help in the future. 

The next thing to do is to think about how much can I pay monthly for my own place.  
The house payment will include taxes and insurance. 

There are many things to do in regards to getting ready to buy. Where do I want to 
live? How much can I pay for a house payment?  Since all house payments are due the 
first of every month. Not only is there the house payment, which includes property taxes 
and insurance on the new home but other expenses like electric bills, gas bills, 
maintenance costs etc. Whether you buy a house, condo, or duplex these are things you 
should consider. 

WHERE WILL THE MONEY COME FROM? 
The monthly payment you are comfortable with, will dictate the price-range you 

should be exploring. 
It is important that you can afford these payments without relying on someone else. 
Be self-sufficient! 
Key Point! 
SAVE YOUR MONEY!   NO matter how much money you currently have in the bank, 

you can never have too much money. It is a law of the financial universe. The loan 
underwriters will look at how much money you have in the bank. If you can’t save 
money living with Mom and Dad how can you make a house payment? Good Question. 

DON’T QUIT YOUR JOB. The loan underwriter will want a 2-year work history. I you 
have been in school and are just getting into the work field, don’t worry. They will take 
school transcripts as evidence of where you have been for the last few years given the 
fact that your current employment is in your field of study and/or you are salaried at 
your new position. 
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Put other purchases on hold until the house loan is closed.  Do NOT borrower any 
money for anything!!! 

Chapter 1 

Call to Action 
1) Define your Vision/Dream 

a.       Start with the “Big Picture”. 

b.      What are the rewards you will experience taking this step? 

c.       What are the alternatives? 

d.      What will you lose if you don’t take this step? 

e.       DECIDE!! 
2) Make your Plan 

a.       What will you need to make this happen? 

 i.      Resources 

ii.      Budget 

3) Do you want to include a home with rental or house sharing possibilities? 

4) Is this a home you will buy or rent? 

a.     Advisory Team 

  i  Mortgage Broker 

 ii  Accountant 

iii  Insurance Agent 

5) Work History 

a.       Do you fit the profile to qualify for a loan? 

 i.    What steps do you need to take? 
ii.    Plan your work strategy around your Plan. 

6) What is your Credit History? 

a.   What will it take to get the Ideal Credit Score? 

b.   Make a Plan 
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Chapter 2, To Rent Or To Buy? 

By: Janet 
“In any moment of decision, the best thing you can do is the right thing, the next best thing is the wrong thing, and the 

worst thing you can do is nothing.” 

— Theodore Roosevelt 

am an accountant. I love to run the numbers ... which means I can make a quick decision after considering the 4,768 factors 
that impact the decision. 

So ... any recommendations that you get, needs careful consideration and a plan.  
Otherwise they are pulled from the Blue Sky.  

An Unusually Quick Answer 

The quick answer is that it is better to buy than rent. That is if you are likely to live in 
the house at least five years. No one knows what your life will really be like in five 
years. But that can be said about every generation going back beyond the ancient 
Egyptians.  However, if you do have a plan and if that involves selling in a year, the 
cost would far outweigh the benefit. Even the "quick answer" needs thought, planning 
and consideration. There are individuals who purchase homes that will be away for a 
period of time.  They have them rented, managed by a property manager, while they 
are away. They are able to return with increased equity and a payment based on when 
they left.  It is a great strategy if your plan is to return after a required move for work 
or the service. 

The Magic of Equity 

If you are paying rent, there are no special tax advantages. If you are paying rent, there 
are no long- term benefits and you are probably locked into a one-year lease. Rent 
increases occur regularly and follow the increases in the economy.  You are paying for 

I 
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someone elses investment.  If you are paying rent, you may not be allowed a sheepdog.  

If you are paying a mortgage (home ownership), you may get the benefit of your interest 
deduction (assuming you itemize your deductions and break the new Standard 
Deduction). Your monthly mortgage payment is composed of several elements that gain 
benefits through tax reduction such as, interest on your loan, which may be deductible.  
Consideration of the new 2018 tax law needs to be taken into account as this benefit 
has changed.  Property Taxes are no longer deductible. 

The biggest benefit of owning your home is that you get the benefit of the increase value 
of your home (over time, home values tend to increase, but, not guaranteed). Your 
payment is stable. 

Sorry to say, just because you are a property owner, you still may not be able to have a 
sheepdog. 

The Magic of FHA 

The Federal Housing Administration (FHA) insures mortgage loans. They are 
comfortable to work with and they make it easier for folks to get a home loan. 

There are many factors that go into the decision of a lender to loan you money. But 
having a loan application that qualifies for FHA means the lender is at less risk of losing 
their money which equates to being more willing to work with you, since it is a Federally 
Insured loan. 

An FHA loan is recognized for its low interest rates and low threshold for qualifying, 
such as a FICO® score in the 600s (FICO® is a measure of how likely you are to pay 
back your mortgage loan). 

If you are considering the purchase of a Condominium, have your Agent confirm that 
the community is FHA approved or compliant. Most Homeowner Associations (HOAs) 
are not compliant. Dont waste your time looking at homes that do not qualify for FHA. 
(This includes Condominium Associations, that must meet FHA requirements for the 
entire community). 

The Magic of a Down Payment 

There are loan options that have zero to about 3.5% as the down payment (The home 
market will likely be different when you are reading this). USDA Loans, FHA Loans, VA 
Loans, Conforming Loans. Talk to your Realtor ® or lender to find out what 
requirements are for each type of loan. 

In the past a conventional loan meant that you were putting a 20% down payment 
(example: $200,000 purchase price times 20% or .20= $40,000 as the down-payment) 
There are many benefits to this large down-payment. The banker will see this as far less 
risky so they will offer you a lower interest rate. 
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For down-payments less than 20% you will likely have to pay Private Mortgage 
Insurance (PMI). It can easily add up to $200 per month to your payment. It may be 
deductible when calculating your income taxes. 

 
But another quick bit of advice ... Return-On-Investment (ROI) skyrockets with a very low 

down- payment as your house gains value (equity) over time. Here is an example that is very 
simplified for the 'concept' (if you want to see the numbers-hit-the-fan, ask your tax advisor 
if this example is realistic!?!?). $200,000 home with $40,000 down, assuming the home 
appreciates by $5,000 in one year. (5,000/40,000=.125, a 12 ½% Return On your Investment 
(ROI)).  $200,000 home with $7,000 down (3.5% down-payment), the home appreciates $5,000 
in one year. (5,000/7,000=.71, a 71% return on your investment! You are a very shrewd 
investor!!) Remember, past performance in the ‘real world’’ does NOT guarantee future 
returns. 

The Magic Of A Calculator 

Fannie Mae and FreddieMac are Quasi-governmental agency which purchases loans 
from lending institutions.  Which means they make it less risky for a mortgage lender to 
make a loan to you. A calculator will let you run what -ifs? to help make your decision 
to rent or buy more objective. 

Website with Rent vs. Buy Calculator for a 7-year timeframe. 

Oddly, this calculation assumes you will sell the house or payoff the loan in  
seven years. 

These calculations do not include Private Mortgage Insurance (PMI) for a down-
payment of less than 20%. 

Ask your Agent, accountant, or banker to give you ballpark figures and percentages 
for each of the categories, for the best estimate from the calculator 

http://calculators.freddiemac.com/response/lf-freddiemac/calc/home10 
  
Rent vs. Buy Calculator 
http://ut-rea.com  Go to top right corner of screen, Click on ‘Tools and Resources’, 

select ‘Financial Calculator Gallery’, look for ‘Home & Mortgage Calculators. 

The Magic of Leverage 

Leverage is controlling an asset worth, a lot of money, ’ but only putting up a small 
amount of your money to control that asset (margin).  Also referred to as, other people ’s 
money. It multiplies your profit or loss. Usually with real estate the overall trend is to 

http://ut-rea.com/
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increase in value, but in 2008, many people got caught under -water. Their home had 
depreciated in value below the amount they had borrowed. It may be a problem if you 
must sell in the depressed market. The pendulum swings and if you can wait…the value 
will return. 

The Magic of Full Disclosure 

We have ignored Mobile Homes in this discussion. They depreciate over time and the 
loan is not a mortgage but a glorified car loan. They are relatively easy to acquire. Be 
aware that even though you own the Mobile Home, you pay rent for the Pad upon 
which it sits. Rent also increases over time.  You are not in control of the property. 

I was not paid an endorsement fee to bad-mouth mobile homes…they just can’t be 
considered an ‘investment’ for the purposes of this book. 

In Summary 
Owning Real Estate is an investment.  There are many ways to put this together and it 
really depends on YOU!!  What is your plan, your lifestyle, your dreams? Do you have a 
sheepdog? 

Working with advisors that are knowledgeable and who you can trust, is your first step 
to making the decision about owning rather than renting. 
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Chapter 2 

Call to Action 
1.  What is your Vision – Plan? 

a.  Remember Chapter One? You need this for Chapter 2. 

2.  With your plan, does it make sense to purchase a home? 

a.  Moving within the next 2-3 years? 

b.  Are you returning to the area? 

3.  Understand Leverage and how it can affect your goals 

a.  Talk to your accountant about your ideas and gain 

an understanding about the cost vs benefit of 

leveraging to build assets. 
b.  Gain a clear understanding on how Mortgage Insurance 

can affect your Return on Investment and increase your costs. 

c.  Understand how mortgage insurance can increase your 

ability to build assets. 

d.  Consult with mortgage professionals that will help you 

understand your costs associated with your loan. 

If your down payment is less than 20%, you may have costs 

hidden within the loan that you need to know when 

making your decision. 

4.  Understand Return on Investment (ROI) and how it works. 

a.  Understanding your costs (above) is a key consideration to ROI 

b.  Go through the numbers every time.  You need to know 

this based on the market you are in. 
c.  Know the cost of money (borrowing) that changes 

as markets change. 
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Chapter3, What To Buy 

By Rick 

“Owning a home is a keystone of wealth – both financial affluence and emotional 

security.” 
— Suze Orman 

n trying to determine not only when we want to leave the nest it is important determine what type of property to buy. This 
decision will have a lot to do with your dream. Can you vision yourself taking care of your yard on a Saturday? There is a great 
feeling of satisfaction in standing back and looking at the freshly mowed lawn. The flower beds are all weeded and the place looks 

great. 

You may also think that yardwork is for somebody else and you want to spend your 
weekends playing golf, swimming, bike riding and just relaxing. No matter your lifestyle, 
the dream is yours and you can make it come true. 

Another option to consider is the investment strategy of buying a duplex and living in 
one side and renting out the other. This can be a very good option for some. The idea of 
someone else paying 75% of the mortgage payment can be appealing. (I’ll show you the 
math in the Appendix). 

DREAMIN’ 
I have financed a number of properties over the years and no one’s dream is the same. 
That is why it is important to define your dream. In defining the home you want, you will 
need to consider the location. 

They say location, location, location are the top three factors when buying. This is 
because this will probably not be the only house you buy and must keep in mind that 
when you want to sell the property it will be much easier if it is in a desirable location. 

Define the specifics of your dream!  How many bedrooms do you need? Do you want a 

I 
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main floor laundry room? How many bathrooms do you need? Is it important to have a 
garage or is a carport sufficient? How close is it to schools, works, and shopping 
centers? The convenience of not having to drive a long way for services can be very 
attractive to the next buyer as well as yourself. 

The ultimate decision will not only be a question of choice but also how much of a loan 
can you qualify for given your current income and debt situation. This dollar amount for 
which you can qualify will influence your choice. See Chapter 4, The Loan Process. 

 
 
 
 

Chapter 3 

Call to Action 
1.  Remember Chapter 1?  It applies here as well. 

a.  What is your lifestyle? 
 i.  Do you want a yard that you take care of yourself? 

ii.  Is a Planned Unit Development (PUD) more your style? 

1. HOA Fees and Organizations are a part of this. 

a.  Talk to people who live in these to determine if this lifestyle is for you 

2.  Define the Specifics of the Home 
a.  Location of the Home. 

b.  Are you willing to work with a Rental Portion of the Home? 

  i.  Buying a Duplex 

 ii.  Home with Mother-in-Law Space 

iii.  Shared home with roommates? 

c.  What about the specifics of your living space? 

  i.  How many bedrooms 

 ii.  Laundry facilities 

iii.  Garage or Carport 

3.  Once the specifics are determined, what will you qualify for? 

4.  Find the Mortgage Broker or Bank you Trust. 

a.      Meet with your Mortgage Broker. 

b.     You must know the money you have to work with before you start looking. 
5.  Get your pre-qualification letter. 
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Chapter 4, Getting Loan Approval 

By Rick 

 

“Never spend your money before you have it.” 
—Thomas Jefferson 

efore you get too excited about a particular home it is probably, NO, necessary, to get loan approval. I always say, ”you 
wouldn’t go to the Mall Shopping without your wallet”! Why would you go look at houses only to become discouraged because 
you can’t get the money to purchase it? 

After you go through the loan approval process you can go shopping with confidence, 
knowing that you have the money to back up your offer. Buying any piece of real estate 
is a joint venture between you and the bank. If you put up 10% of the purchase price, 
then the bank will put up 90%. Whatever the split may be, it is good to have the 
mortgage company on your side! 

THE MORTGAGE LENDER 
How do you find a good, honest mortgage company?  With the financial crisis in 2008 
and the meltdown of the mortgage market and other banking and financial markets, the 
government has put in place many consumer protection legislation pieces like Dodd-
Frank, and the CFPB. (Consumer Protection Financial Bureau) These have acted to 
promote open disclosures to consumers on loan costs, rates, and equality in getting a 
mortgage loan. 

I would talk to your Bank, or Credit Union, and a local Mortgage Broker to get a wide 
range of options on fee’s and rates. It is not too important to worry about the rate right 
now since it will take you approximately 45-60 or more days to finish the transaction 
and the rates will change during that time. To find the best ones, call a local Title or 

B 
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Escrow Company and ask for the manager. Ask them who they would recommend as 
reputable lender and who they would use if they were buying a house. They are a 
disinterested 3rd party and should give you straight advice. 

Always ask for a pre-qualification worksheet or what we used to call a Good-Faith-
Estimate from each lender you talk to. 

This will show all the loan fees and terms of the loan, approximate interest rate, and 
monthly payment. 

With this information in hand you can compare the different companies. If you meet 
with them in person you can get a real “feel” for the person you are dealing with. 
Sometimes on-line loans can seem attractive, but they are volume shops that don’t 
really care about your personal situation. I am old school when it comes to this. I like 
looking in the eyes of the person from whom I am going to borrow that much money. 
This is not a credit card application but loan that you will have for the next 30 years. Be 
Smart about it! Don’t get lazy now! 

Once you have a lender that you want to deal with, they will ask you for documentation 
to verify everything. By this I mean your name, social security numbers, employment for 
the last 2 years, assets and bank balances. You will probably need 2 years tax returns 
and W2s, 2 months banks statements with all the pages, 2 current consecutive 
paystubs from your job. They will ask for a copy of your driver’s license or citizenship 
papers. 

Once you have all these things together, make a copy of it all and start your own loan 
file. 
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Chapter 4 

Call to Action 
1.  Who will you work with? 

a.  Find the Mortgage Broker, Bank, or Credit Union you Trust. 

b.  Call a local Title or Escrow Company to request 

a recommendation for a reputable lender. 

i.  Who would they use if they were buying a house? 

2.  What are their Fees and Rates? 

a.  Make a comparison among the different lenders. 

b.  Ask for a pre-qualification worksheet/Good-Faith-Estimate 

from each one 

c.  Watch out for hidden fees paid through “Closing Costs” 

3.  Pick the Lender you want to work with 

a.  Start your own Loan File with every document you give them, 
or they give you. 
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Chapter 5, Building Your Team 

By Lynn 

 

“If you think hiring a professional is expensive, wait ‘till you hire an amateur. 

—Red Adair 

f you are born in the United States of America, you have a ‘Can-Do’ attitude.  You were programed from birth.  Do-It-Yourself 
(DYI) is popular in the USA.  But just because we can DIY, does that mean you should?!?! 

  

AGENT VS. REALTOR® VS. LAWYER VS. DIY 
Full Disclosure:  I am a Realtor®, with the Salt Lake Board of Realtors®, and I enjoy 

tremendous support from that organization which allows me to easily provide a powerful 
level of service to both buyers and sellers. 

Agent.  The State has set minimum training requirements to qualify one to take the 
Real Estate Test.  At that point, they are issued a license as a Sales Agent.  A sales 
agent must then work under the supervision of a Real Estate Broker who supervises 
their transactions.  You can expect good representation from every licensed Sales 
Agent.  Agents are authorized to fill in the blanks on pre-printed forms.  They are 
not authorized to create contracts (this would be practicing Law without a license). 

Realtor®.  Everything about an Agent applies to a Realtor®.  The greatest benefit of a 
Realtor® is the huge organization supporting their success, which equates to very 
good service to you, the buyer.  Probably the most obvious benefit to a buyer, is the 
Multiple Listing Service® (MLS®) The MLS® is a database of homes offered for sale, 
by Realtors® throughout your community.  The database is often updated with the 
latest additions and changes, several times per day.  Your Realtor® can grant you 
visitor access.  You can set your own filters for price, number of bedrooms, location 
as example, so you will only be looking at homes that meet your general criteria. 

Lawyer.  This is practicing law with a license.  Attorneys who specialize in Real Estate 

I 
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transactions, will be familiar with all the standard documents that go into the 
Settlement process.  They can draft contracts to cover special circumstances.  
Because they will be familiar with case law, they will be especially effective in 
protecting you from harm. 

DIY.  Title companies will be involved late in the game.  They will not allow any illegal 
business to occur between you or the seller.  They have a fiduciary duty to make 
sure everything is legal and above board.  Delays may develop, confusion that a 
naïve seller and buyer create, through lack of experience in a complicated 
transaction.  (See Appendix:  For Sale By Owner, The Snowbird Drive Fiasco). 

Do you feel encouraged to go with choices 1, 2, or 3?  It’s a jungle out there and an 
experienced guide will get you where you want to be…a happy homeowner. 

Any of the Trusted Advisors in paragraphs 1, 2 and 3 will have resources, connections, 
networks, and referral services that can get you help in any area that involves property 
ownership. 

Chapter 5 

Call To Action 
Building Your Team – DIY and the Real Estate Professionals 

Call to Action 

1.  Who will you work with? 

a.  Working with a Professional or the DIY approach 

 i.  Review your abilities in this area 

ii.  What will be your best approach? 

2.  Build your Team 

a.  Ask for recommendations 

b.  Request referrals from those you are considering 
The Search 

3.  Only look at properties you can afford. 

a.  The work you have done on the specifics of your home 

may need to be adjusted to get into the market. 

b.The point is to get into the Market if Home Ownership 

is your goal. 

i.  It will also give you your next steps to work toward the 

dream home and possibly your financial freedom by 

taking these steps. 



Page | 19 
 

Chapter 6, Finding Your Dream Home 

By Lynn 
“If you know you’re going home, the journey is never too hard.” 

Angela Wood 

have talked to homeowners who looked at over 20 houses before closing the transaction on the home in which they are residing 
(this was during a buyer’s market). How does anyone keep track of that much data? 

 
You’re THE Millennial Generation. Finding information on the internet is second nature 
to you. Of course, you will find homes your Agent may not have found. This is your way 
to fully participate in the home buying experience. Your Agent can arrange for you to tour 
the home. 
 

What’s the Plan? 
You, as the buyer, are completely in the driver’s seat in the real estate game. 
 
Give your Agent a clear idea of what you are looking for, your price range, and deal 
breakers. 
 
It is usually wise to select a home, which is priced somewhat below the total amount you 
qualify for. 
 
You may have heard the Real Estate Mantra: “Location, Location, Location.”  We mention 
this, because you are very likely to sell or rent this first home in the future.  You want it 
to be in an attractive location for its next owner or for tenants. 

I 
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My granddaughter married a fellow who had recently inherited a house, when his dad 
passed.  We put the home on the market in the spring, at a price that matched similar 
homes in the area (comparable or comps).  The big, BIG BUT, was it was surrounded by 
commercial and the home next door was a shanty (tiny, poorly maintained) in medium 
blue.  It was on the Multiple Listing Service® (MLS®) all summer long.  Every Realtor® 
who gave feedback, said pretty much the same thing, “The house shows well, but my 
buyers don’t like the neighborhood”.  It did not sell! 
 
The “Screamin’ deal”, you are being offered, may be a response to a similar location issue.  
So, find a home in a satisfactory location as part of your “Exit Strategy”. 

Keeping track of all the data 
About the time you walk through your third home, you will be becoming overloaded with 
data.  We don’t want your head to explode.  Your Agent knows what you are looking for, 
so all these homes should be in-the-ballpark for size, price, and location.  There will be 
things that push each showing up or down.  You need to make notes.   Such as, “1/2 bath 
exits into the kitchen”.  Thumbs down, but not a deal breaker.  “Skylight above the entry 
is bright and inviting” thumbs up.  “No closet in the nursery, is this a legal bedroom?”  
This might be a deal breaker. 

Pulling the trigger 
When you find the home that looks, sounds, and feels like the place you want to call 

home, tell your Agent: “We like this home! Write the offer!” 
 
Do not talk to the seller!  Let your agent represent you.  Third party representation is a 
very powerful tool. 
 
Your Agent is able to negotiate on your behalf and statistics corroborate that a third-party 
negotiator will get better concessions than you could get yourself.  You make a 
strategically powerful team!  
 
Years ago, my late wife and I were looking for a new home.  Because she was an executive 
in her company, we needed an address that fit her “station” with the company.  We made 
a long list of criteria for our perfect home.  Of about twenty-five things on the list, this 
home we bought, included all but two.  That was good enough for us.  We made an offer 
that was accepted.  We loved that home for 20 years. 
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What about For sale by owner FSBO)?  
This is kind of like the Wild West. Pretty much anything goes. It is prudent to get advice 
on a VERY complicated transaction. You can hire an agent or an attorney to review 
documents and keep an eye on the seller with you. See the Appendix for the story of my 
purchase of a ‘FOR SALE BY OWNER’. 

Moving the Deal Ahead 
Once you have made your selection, stop looking. 
 
You need your time and attention on keeping this deal on track.  Your Agent will shift 
from searching into making your offer and negotiating the deal.  It’s time to move to the 
next Chapter! 

 

 

Chapter 5 

Action Steps 
1. You have been through the “Vision” Stage and know what you want. 

a. Give your Agent 
i. Clear Idea of what you are looking for and the location. 

ii. Your Price Range, this was determined when you met with your mortgage broker. 
iii. Your Deal Breakers - Your Agent needs to know. 

1. If you want a balcony and nothing else will do, then be clear about this. 
2. Tracking all that Data 

a. Look only in your price range.  Looking at homes that you can’t afford only adds to the 
confusion.  It creates frustration and disappointment.  Be firm! 

b. Immediately eliminate the deal breakers.  No need to keep something you don’t want. 
i. When you go to get ice cream and what you want is chocolate, how much time do 

you spend looking a vanilla?  Same concept. 
3. Decide and get the offer in. 

a. Stop Looking. 

i.  Unless the deal fails, all of your time and attention needs to stay here. 
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Chapter 7, Presenting the Offer 

By Lynn 
“Let us never negotiate out of fear. But let us never fear to negotiate.” 

John F. Kennedy 

resenting the offer is the halfway point in the home buying journey. By this time, you know how much money you can spend 
on a home as you are now pre-qualified for a mortgage loan.  You have seen enough houses that your criteria have narrowed. 
Your agent has been preparing you with details about the home and neighborhood.  You have made a selection.  This is 

probably the second most exciting part of the home buying task.  (The first most exciting is unlocking your front door for the first 
time to YOUR NEW HOME). 

There are 4-steps to complete a transaction: 

1. Agency disclosure from your Agent, stating who they are and how they will 
represent you. 

2. Gather information about the property.  You want to be sure that the person 
selling the home has legal authorization to enter into a sales agreement. 

3. Your Agent will fill in all the blanks on the Real Estate Purchase Contract 
(REPC). 

4. Your Agent will fill in the calendar deadlines for both you and the seller to keep 
the sale on track. 

Any changes that you or the seller need after this contract is signed or any additional 
contingencies are written on an addendum to the original agreement.  They must be in 
writing and then must be accepted by both parties.  It is OK for you to ask your Agent to 
negotiate these terms for your best advantage. Your Agent represents YOU! 

How do I play the game? 
Some strategies tend to give you the buyer an advantage in the transaction. 

Concessions.  In a buyers market, you may ask for the pool table in the basement 

P 
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and are very likely to get it in the deal.  If it is a sellers market, you may need to 
give the seller more time to move out or offer to lease back (allows seller to stay in 
the home and pay you a lease payment) to make it easier for the seller to say yes to 
your offer. 

Deadlines.  Both parties are under the gun for time and dates to perform specific 
actions.  You may loosen or tighten the deadlines depending on how aggressively 
you want to court the seller. 

Ernest money.  Ernest money means you are a serious buyer.  Sometimes more 
Ernest Money can be attractive to the seller.  Talk to your Agent.  They will have 
experience and strategies for every situation. 

How hard can we push? 
Human nature is always a factor in negotiating real estate deals.  The seller wants as 
much and as soon as possible, and the buyer wants the lowest reasonable price. 

LET YOUR AGENT NEGOTIATE THE DEAL. 

My attitude is to give it a try.  I have heard stories of seller’s giving-away-the-farm in 
negotiations when a ready, willing, and able buyer made a serious offer, albeit 
outrageously low.  My dad used to say, “ya’ don’t know how far a frog ‘ell jump, ‘till ya 
poke it." 

More typically, a seller will respond to a ready, willing, and able buyer with a 
counteroffer.  The offer-counteroffer can proceed back and forth several times until a 
deal is struck or one party hits their ‘deal-breaker’ point and refuses to continue the 
negotiation.  You still have two choices; you can go back one step when everybody 
seemed to agree and see if the seller will even accept that offer or you can walk away. 

What is The Real Estate Purchase contract? 
The Real Estate Purchase contract (REPC Pronounced “REP-see”) is the document your 
Agent gives to the seller—your Agent proposing your offer and terms of the deal.  It is 
buyer friendly.  There are three ‘Get Out Of Jail Free’ clauses or contingencies in the 
document that you are wise to be aware of: 

1. Due Diligence Deadline 
2. Appraisal Deadline 
3. Financing Deadline 

This is a legal document, and you have certain obligations you must follow.  Your Ernest 
money is at risk if you fail to perform timely on the contract.  Consult your Agent for 
specifics. 
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This is the place where you must take personal responsibility.  Stay alert and be familiar 
with all the contract deadlines. 

Verbal AGREEMENTS are not recognized and not enforceable in court.  EVERYTHING 
must be in writing, or it is not part of the contract. 

The REPC contains two separate elements: 

1. The Ernest money receipt.  Your Agent will help you decide how much to offer 
as earnest money. 

2. The Offer to Purchase.  You will establish dates for specific actions to be 
completed, asking for or giving concessions as part of the offer to make the deal 
acceptable for both parties.  And all the conditions for you to buy the home for 
which you are making the offer. 

Once your offer is accepted by the seller, all the elements of the agreement are locked in.  
Both the seller and you are locked into ALL the terms of the agreement. 

What’s the plan? 
You, as the buyer, are completely in the drivers seat in the real estate game. You choose 

the neighborhood, the house, and the price range. 
 

Now you must pay attention to the time deadlines to perform your tasks, such as 
inspections and the due diligence period.  Do not expect your busy Agent to 
remember…you must step up and take full responsibility to see that everything you are 
contracted to do happens and happens in the appropriate time frame. 

You have three opportunities to bail-out of or cancel the contract: 

Due Diligence Condition.  This covers problems or issues you may have with the 
home and property (often those revealed by your paid inspection report).  The 
procedure is: You notify the seller in writing of changes or repairs that you want to 
be done before you will continue with the purchase.  You can accept the repairs 
and continue or reject the sellers performance and cancel the transaction.  

Appraisal Condition.  If the home does not appraise for at least the amount you are 
offering you may choose to put in additional cash (if you love the house), you can 
bail out of the deal, or ask the seller to reduce the price. 

Financing condition.  Usually, there is a clause that allows you to cancel the 
transaction before the appraisal and financing if you are not happy with the terms 
and conditions of the loan.  You will get your earnest money back.  There is an 
opportunity to get out after the appraisal and financing deadline.  At this point, 
you will likely forfeit your earnest money to the seller.   Check with your Agent 
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and the contract to see what the parameters are for your State. 

What Now? 
Usually, you have jumped through many hoops just to get to the point of ‘pulling the 
trigger on a home purchase.  If the home meets your essential criteria, and there are 
things about the property that you can ‘live with.  So, you have been getting emoti onally 
prepared to a move from being a shopper to being a property owner. 

Once you’ve picked your property stop looking. 

Be positive! 

Buyers remorse is a very normal human reaction. You dont have to have remorse if you 
recall the process you went through to make this purchase…remember your due 
diligence condition in the REPC.  Remember the Appraisal condition?  Remember the 
Financing Condition?  At every stage, you recommitted yourself to the transaction going 
through.  You were alert and focused.  You had good advice, and the decision was 
ultimately yours.  Feel Good! 

What about “FOR SALE BY OWNER” homes? 
This is kind of like the Wild West.  Pretty much anything goes.  It is prudent to get 
advice on a VERY complicated transaction.  You can hire an agent or an attorney to 
review documents and keep an eye on the transaction, with you.  See the Appendix for 
the story of my purchase of a ‘FOR SALE BY OWNER.  
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Chapter 7 

Call to Action 
1.  Decide to make an offer. 

a.  Using an agent allows you to negotiate more effectively.  Do not contact the Seller yourself.  

It weakens your position. 

b.  If you are in the DIY mode, use your attorney, or someone you know is a great negotiator to 

contact them on your behalf.  In any negotiation, an experienced third-party negotiator will get 

better concessions than you could possibly get yourself. 

 

2.  Know “Who” represents you. 

a.  If you use a Realtor or an Attorney, they can guide you through the jungle of the information 
outlined below. 

b.  You need to understand what these are.  Have your advisors clarify anything you don’t 

understand.  You are ultimately responsible, legally, and financially.  Take this very seriously!! 

 

3.  Understand “Limited Agency” (Do an internet search) 

 

4  Understand “Designated Agency” (Do an internet search) 

 

5  Understand the “REPC” (Read it and ask questions) 

a.  What are the Buyer’s Conditions of Purchase? 

 

6  The REPC is a Legal Document. 

a.  Do you know your obligations and risks? 
b.  Do you understand Earnest Money? 

c.  Do you know what an “Addendum” is? 
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Chapter 8, Property Inspection 

By Rick 
“Truth is confirmed by inspection and delay, falsehood by haste and uncertainty” 

Tacitus 

ave you ever heard of buying a “Pig in a Poke”:  An English phrase that means something that is bought or sold without the 
buyer knowing its true value or nature especially when buying without inspecting the item beforehand? 

Property inspection 
In buying your first home or any other property, it is smart to get the opinion of a 
trained professional to inspect the property for any physical defects or potential 
problems with the property. Yes, the seller has a responsibility to disclose and tell any 
prospective buyer about any problems they have had with the property or repairs that 
have been made. These disclosures are a list of items ranging from furnace issues to 
plumbing, past or present water damage issues etc. The seller is required to list 
problems with the home and property.  Your Agent will go over this list with you. 

In the Real Estate Purchase Contract (REPC), there are deadlines and timelines for a 
number of things Including the property inspection deadline. This clause in the REPC 
(pronounced REP-see) is a very important clause that gives you protection and is a way 
to get out of the contract if performed in a timely fashion.  If you don’t like any item in 
the report that the inspector has given you, you may cancel the contract. If something is 
in question, say a leaky faucet, past roof repairs, the remaining economic life of the roof 
is questionable, or anything that the inspector determines that is noteworthy, discuss 
these items with your Agent. The contract can be renegotiated, or the items can be 
addressed to the seller (via your agent). You can tell the seller to fix the potential 
problems or give you some type of dollar credit, so you can fix the issues. Depending on 
what the item is and the severity of the problem, address these things up front and fairly 
quickly. Three things can happen when you tell the seller to fix the problem. They will 
say sure I can fix that broken window, or no, I am not going to fix anything, or they say 
they will give you a dollar allowance for the repair. 

I have seen all kinds of repairs or problems. I could give you a list of these things but 

H 
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until you have a particular property you want to buy, Caveat Emptor (Let the buyer 
beware). It is the buyer’s responsibility to check things out before the purchase has been 
made. 

As a side note as with any industry there are good and mediocre professionals in the 
inspection business. Find a reputable inspector through your local Board of Realtors®, 
Google, or your Agent. 

Is it a cost or a benefit? 
The cost for a home inspection can range from $200.00 to $375.00. Always get a quote 
beforehand. The cost of the inspection is usually paid for by the buyer. 

This is not the time to cheap out, SPEND THE MONEY. You will be much happier to find 
out any problems beforehand than in owning a house and having to come up with 
another $10,000 for a new roof. 

Always ask questions of the inspector, if you can be there for the inspection it would be 
a good idea. But if you cannot be there for the inspection the inspection company will 
give you a full report of the findings in his inspection. Read it carefully. Be aware of what 
you are buying and discuss the report with your Agent. 
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Chapter 8 

Call to Action 
 

1. Know what you are buying!! 

a. This is the true Buyer Beware Situation 

b. ALWAYS get your Inspection 

i. Read the report carefully and discuss with your Team. 

c. It is the Buyer’s responsibility to check things out BEFORE the purchase has been made. 

2. Is it a GO? 

a. Timing is critical if there is to be a termination or renegotiation 
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Chapter 9, Appraising the Property 

By Rick 
“Price is what you pay. Value is what you get.” 

Warren Buffett 

hen it comes to the concept of value, there are many ways to determine the current market value of a property. Unlike 
the inspection report that identifies the condition of the home, the appraisal report will establish the current market 
value as of a specific date based on the professional opinion of the appraiser. The appraiser will use what they term as 

comparable properties (comps) that have sold recently (within the last 6 months). By the term comparable, they mean similar 
square footage, similar type on construction, brick or frame and same square feet. (gross living area.). They also use a cost to rebuild 
the property. The dwelling and the land that the property is situated on have separate values. Added together the appraiser will 
come up with a figure that represents the cost of rebuilding the property back to its original condition. 

 

What if the appraisal is low? 
From the lenders point of view, the appraised value must be at least for the purchase 
price of the property. If the appraisal is lower than the purchase price, a couple of things 
can happen. The buyer can decide that the property is not worth what was offered and 
cancel the offer. The buyer can pay the difference in cash, or the contract can be re-
negotiated, and the seller can come down to the appraised value or a combination of the 
two. 

In either case, the bank will only loan a percentage of the appraised value or purchase 
price whichever is least. This is an important rule to remember. 

Typically, the cost of the appraisal is paid for by the buyer of the property and can run 
anywhere from $450.00 to $600.00 or more depending on the size and price of the 
property. It is wise to get a quote before having the lender order the appraisal as to avoid 
any surprises. The lender will order the appraisal since they have a list of approved 
appraisers with their company and must be ordered through an AMC (appraisal 
management company). This is a third party that is not related or affiliated with the 
buyer, seller, or lender. 

Once the appraisal is complete, the borrower will receive a copy of the appraisal from the 
lender. It is a good idea to read and review the appraisal to familiarize yourself with the 

W 
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details of the property you are buying. 
 

Chapter 9 

Call to Action 
1. Understand what an appraisal is 

a. What are the Bank Rules about the appraisal? (Important to remember) 

2. Read and Review the appraisal report 

a. Familiarize yourself with the details of the property you are buying. 
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Chapter 10, Loan Closing 

By Rick 
“We are judged by what we finish, not by what we start. “ 

Anonymous 

ell, you finally hit the finish line. After a month of what seemed to be abuse from the underwriter, all the final loans 
conditions have been signed off, and the Mortgage Company is ready to send closing documents to the Title Company. 
Your Loan Officer or Agent will schedule a good time for all borrowers to come to the Title Company to sign the paperwork. 

Wait a minute, hold the phone before you sign any paperwork, it is imperative for you to 
carefully review the final Closing Disclosure (CD). The CD is a summary of all the loan 
terms and conditions you will sign. Be sure to check the purchase price, loan amount, 
interest rate, and all the fees associated with getting the loan completed. Make sure the 
total payment is what you expected. Full payment includes taxes, insurance, and 
mortgage insurance. If it is a condo, remember to add the HOA (Homeowner Association) 
fee to the amount. The Lender is required by law to give you this form at least 3 days 
before signing the final papers. 

If everything is correct as it was disclosed and the rate, loan amount and payment are 
right, then you may proceed with confidence to the closing table at the Title Company. 
The Title Companys responsibility is to act as an uninterested 3 rd party fiduciary that 
collects all the money and disburses it to the various parties. 

I am getting a cramp in my hand from signing my name on so many 

papers 
After you have signed all the paperwork, note trust deed, and other documents, the Title 
Company will notarize all signatures and return the original loan package back to the 
Mortgage Company. The Mortgage Company (funding department) will make sure 

W 
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everything is signed correctly and will wire the loan proceeds to the Title Company after 
they get the ok to record from the Lender. Once the Title Company records the warranty 
deed transferring title to the property to you, and it has been recorded at the County 
Recorders Office, then the loan will fund. After the deed is recorded the actual transfer 
of title of the property will take place. 

Usually, the possession of the new property will happen the day after you sign the 
paperwork. Your Agent will get the keys and the garage door button from the Sellers 
Agent. 

CONGRATULATIONS!!!! 
You have just purchased your first home. This is such an exciting moment that you own 
a piece of the planet. Now it is time to relax, go to dinner and do what you do to make 
this a most eventful day in your life. 

The rewarding moment in your life is just the beginning of a new direction. You will get 
all the benefits of homeownership. The pride of having your own home is fantastic.  As 
you watch the mortgage balance go down every month and the value of the home 
increase over time, you will realize that the equity increase you are enjoying is 
substantially more manageable than trying to save money from your paycheck and put 
it into savings. 

In my many years of being in the real estate game, I have watched people amass a lot of 
money by investing in real estate. I truly hope this book has been beneficial to you in 
giving you the know how to proceed with confidence in buying your first house. Dont  
forget, there are a lot of professionals around you all the way. If you dont understand 
something, it is your responsibility to ask questions. 

Be informed. 
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Chapter 10 

Call to Action 
1. Review the final Closing Disclosures 

a. Check the following: 

i. Purchase Price 

ii. Loan Amount 

iii. Interest Rate 

iv. Fees 

v. Payment (Is it what you expected?) 

1. Does the payment include the HOA Fees if applicable? 

2. Understand the 3 Day Rule required before signing final papers. 

CONGRATULATIONS! 
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Chapter 11, Moving 

By Lynn 
“I had three chairs in my house; one for solitude, two for friendship, three for society.” 

Henry David Thoreau 

am not a Millennial, but I had a similar experience, finally moving out of my parent's basement.  I was living the life…dinner on 
the table at 5:00 every afternoon, clothes washed, clean sheets every Saturday.  My fiancé said she would not marry a man who 
moves from his mom's home into her home.  I had to move out of my spooky little basement bedroom.  I moved in with Weird 

Harald.  Thank goodness for Kraft Macaroni and Cheese in a box! 

It turns out, the decision to move out was my first real decision up to that point in my 
life.  I had been skating through riding on my parents expectations, like graduating 
from the University of Utah.  Moving out is Adulting.  

 

The Big Countdown 
There is a scope and sequence to leaving the nest.  When you have your pre-approval 
letter from the lender, the flag drops…the game is on. 

Through the years, you have been accumulating the stuff of your life.  When you close 
on your home, you have just marked the new territory for your stuff.  Parents deserve a 
fresh start too.  So, take your Barbie doll collection, take your baseball mitt, and throw 
out those huarache sandals with the broken strap.  Smoky Bear will be proud of you if 
you leave it better than you found it. 

Go through the storeroom, the closet in your sisters room (presuming she moved out 
before you), the attic, and the storage shed.  Collect your stuff. 

Make three piles. 

Stuff I need and love 
Stuff I am done with 
Stuff for deferred decision 

The strategy here is: Dont pause to ponder a decision, keep moving through your stuff.  

I 
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Other strategies seem to fail in the implementation such as the, "If you have not used it 
in 6 months, you dont need it." That might work if you live in Boca Rattan, Florida or 
San Diego, California with one predictable season year around!?!? 

Now, We Are Getting Serious 
When you sign the Real Estate Purchase Contract (REPC), you have four weeks to 
organize your world.  It is like the pioneers setting out from St Louis, on the great trek 
west. 

Avoid moving on the last few days of the month and the first few days of the 
month…there may be no trailers available, unless you reserve yours NOW 

It is time to go through the deferred decision pile.  It is either a keeper or a give it 
away…no waffling! 

If you are staying in a hotel during the move, make those reservations 
Now is when you should schedule your moving sale 
Accumulate your personal records, Social Security card, passport, birth certificate, 

school records, auto title, etc. (You will keep these with you—under your control) 
Get a variety of sizes in moving boxes.  Get more than you think you will need but, be 

sure to save the receipt for the boxes…no one will buy-back your unused boxes 
without a receipt.  Get a pistol grip tape dispenser 

Fill out the forms for the US Postal service for forwarding mail (collect all the mail you 
get this month, so you can notify those companies and publishers of your new 
address) 

Notify your Human Resource Department of your new address for tax documents 
Arrange for utilities at your new home, water, sewer, garbage collection, electricity, 

natural gas or fuel oil 
Every good secret-agent has a go -bag.  Toiletries, reading material (for while you are 

waiting for the TV cable installer), medications 

Yah. It's my truck, and NO, you cannot borrow it 
There are three moving strategies, 

1. Just walk away and plan to get new stuff 
2.  Leave some and take some 
3.  Remove all your stuff from mom and dad’s property. 

Walking away may appeal for its ease of implementation…BUT, there are ghosts of past 
indiscretions that will turn up in that mess.  This is not a What happens in Vegas, stays 
in Vegas situation.  Besides, it is terrible inconsiderate if you leave that mess for your 
parents to cart out. 
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Leave some is a poor strategy.  Mom will eventually get tired of the chaos and give your 
Barbie dresses to Goodwill.  Better you get the satisfaction of freeing yourself from your 
old life by giving your first baseball mitt to someone who will actively enjoy it, while you 
move ahead into your new experience. 

Remove all your stuff.  This is as much a graduation for your parents as it is for you.  
They are unlikely to say in front of you, "Finally we have our love nest back!" 

Most parents will give you your bedroom suite.  Leave it, and it becomes their problem 
to haul it out to make your room into moms new sewing room.  Sometimes they may 
throw in the old couch and the easy chair from the family room to sweeten the pot.  I 
am inclined to say thanks to any furniture, dish, or canned goods.  Always plan to get a 
new toilet brush and plunger, regardless of how generous your parents are. 

There are three moving methods. 
1.   Pizza and beer, a hand truck, and a U-Haul trailer. 
2.  You pack the container, they move it, and you unpack the container 
3.  Professional moving companies 

The pizza and beer method IS definitely a: You-get-what-you-pay-for.  Expect your 
nightstand to be dropped, breaking the box and destroying one drawer.  It is a foregone 
conclusion. 

The, YOU PACK THE CONTAINER, is a good choice if things are mostly in appropriately 
sized boxes.  They do not warn you that they will drop the container on its side off their 
loading dock before it gets delivered to your new home. 

Professional moving companies know how to pack and handle your stuff, so almost 
everything arrives in perfect condition.  Their warranties and guarantees have 
limitations.  If mom gave you aunt Tilleys 6 X 6 gilded frame antique mirror, you might 
want to insure that separately or transport it yourself. 

Regardless of which choice you make, never send anyone with your jewelry, your guns, 
or your medications.  Pack those carefully and transport them yourself. 

Pack your toolbox and all the furniture fasteners, last thing on the truck and the first 
thing into your new home. 

A New Way of Thinking 
Years ago, there was a TV show that was a parody of the news, That Was The Week 
That Was.  Well …your new life as Lord or Lady of the Manor is kind of a parody too.  
You have been living safely within the womb of your basement bedroom, with mom and 
dad running interference for you.  Throwback the curtains and see the naked light of 
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day!?!?  

You Used To Be: Who You Are Now: 
Skinny Mocha Latte with 2 shots  

 
Enviro-thermal bottle with home-brewed coffee 

 
What’s today’s Special?  

 
I love peanut butter and banana sandwiches. 

 
Of course, I'll get the new iPhone. 

 
A flip phone really does everything I need  

 
Mom, please make pork chops and mashed potatoes. 

 
Frozen dinners, what a great innovation. 

 
Got my trainer appointment. 

 
$10.00/month, no long-term commitments  

 
You gotta' see my pedicure …isn't that darling? 

 
Thank goodness, I have two kitchen chairs…one to sit on…one 
to do my toes. 

 
I want that 700 cc bullet bike. I'll need new leathers in a 
matching color.  The helmet plays MP3's 

 

I gotta' get a new water heater? Can't you just plug the leak? 

 

Mom, we're out of the flavored sweetener. 

 
I need a magnet to put my shopping list on the frig. 

 
 
Being the homeowner means that every problem falls to you for a solution.  Predictably 
most of the problems will be solved by throwing money at them. 

A good rule-of-thumb for putting money aside for maintenance and repairs is 10% of 
your mortgage payment amount.  If you can arrange it with your Human Resource 
department, have a payroll deduction go directly into your bank or Credit Union, so it is 
never in your hands and subject to temptation.  The account is sacrosanct:  It is to be 
spent on repair and replacement to the home…ONLY.  Until you have the equivalent of 
six months mortgage payments in savings, stay focused on saving.  Then you can 
consider other home uses like upgrades to functional systems in your home on the 
amount over your 6-month ‘nut.  

You are not doing anything that has not been done trillions of times in the past.  Look 
around, almost everybody survived! 
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Chapter 11 

Call to Action 
1.       Make a Plan and Set your Schedule 

2.        Use the Decision Matrix 

a.       Stuff I need and love 
b.      Stuff I am done with (give or throw away) 

c.       Stuff I need to think about. 

i. These are the boxes that haunt you from place to place until you decide.  Thus, the sooner, the 

better to go through them. 

3.       Keep the Process Moving. 

4.       Recognize there will be changes in how you think and do things. 

5.       Remember your budget 

a.       Start automatically putting aside 10% of the amount of your mortgage payment until 6 months 

of your living expenses are in the bank. 

b.      This is a critical financial strategy for those "Life Happening" Events. 
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Chapter 12, Sending you on your way 

Rick Nelson, Lynn Behm & Janet I. Behm 
“Working hard for something we don't care about is called stress; working hard for something we love is called 

passion” 

Simon Sinek 

ongratulations!  You made it through this little book.  Buying your first home is a bit scary, frequently challenging, and often 
exciting.  You just can't beat the satisfaction of having a home of your own.  The reward for your hard work and focused 
attention will be; finally, you get to set the thermostat where YOU want it.  Seriously, take the time right now to acknowledge 

all that you've done, because it's no small task.  It is a BIG deal.  Using this book as a guide, taking each step, you have accomplished 
so much. 

  
You have become an expert on this process.  Hey, maybe you could write a book!  We 
know you have some “War Stories” to tell. 
  

YOU’VE COME A LONG WAY, BABY 
  
Think back to where you began…coming up from the basement, literally and figuratively.  You did 
due diligence in deciding what will serve you better, buying, or renting. You made many decisions 
about the kind of home that would both meet your needs and your budget.  You got your preapproval 
letter from your lender through your personal effort and dedication to the project.  You went looking 
for advisers who you can trust, engaged their services, and finally made your own decisions based on 
their experience and advice.  You went through the dance of making an offer that was finally 
accepted.  More due diligence in having inspectors and appraisers look over the deal.  The loan 
closed, and you got your keys.  Hardly anything was destroyed during your moving process.  That is 
a LOT OF STUFF you accomplished, and you have a right to feel proud of yourself! 
  
We sincerely thank you for inviting us to guide you through these processes.  It means a lot to us 
that you took your precious time to read this book and then use what you learned to forge your 
dream. 
 
  
Rick Nelson 
Lynn Behm 
Janet Behm 

C 

http://www.azquotes.com/quote/576535
http://www.azquotes.com/quote/576535
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A p p e n d i x  
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Appendix to Chapter 1 
Down Payment 

In regard to the down payments on a particular mortgage, one of the key 
questions I ask up front to a loan applicant is how much money they have for a down 
payment. 

I have seen borrowers with no money to over $100,000 for a down payment. For 
an FHA loan you only need 3.5% currently for a down payment. This can be your money 
or gift from a relative or parent but must be a blood relation. On a Veteran’s 
Administration (VA) loan there is no required down payment, but they charge a VA 
funding fee that is financed into the loan. 

For a conventional loan you can get into a home with 3% down. There are a 
variety of variations on these basic loan types. Please consult with you loan officer for 
various options for your personal scenario. 
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Appendix to Chapter 3 
Buying a Duplex 

In regard to buying a multiple unit property, if you want to buy a duplex and rent out 
the other side this can be beneficial if you have a desire to be a landlord for your neighbor. 

Example:   If you buy a duplex and live in one side here is the simple math. Again, 
depending on the down payment: 
If you pay $250.000 for a property, say a duplex,     $ 250,000 
 
    $8,750.00   FHA 3.5 % down payment 
$241,250.00  Base loan amount 
    $4,221.88   Adding the upfront Mortgage insurance premium 
$245,471.88  TOTAL LOAN AMOUNT 
 
Your payment including Principle, interest, taxes, insurance and monthly mortgage insurance would be 
approximately $1644.00/mo. 
 
If you rent out the side you are not living in for $1200 then you could pay $444.00 out of your pocket. 
Check with your loan officer or other professional for more information regarding the requirements for this type of 
loan. 
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What Is The Point In Filing A Tax Return? 

By Janet 

he unfortunate reality is that if you don't file a tax return -- even if you don't owe any taxes that year -- there can be 
problems. And, that is obviously the case if you do happen to owe taxes. Not only can the federal government stir up trouble 
for you, but each state has different consequences as well, and states sometimes have certain powers beyond those of the 

national government. 

So, I mentioned bad news and good news. Let's start with the bad news. 
  

The Bad News 
Starting on the lighter side, if you don't owe any taxes, here are some negative 

consequences of unfiled returns ... 
1. You Don't Receive a Tax Refund If you are due a refund, but you don't file, simply 

put, you will not get the refund. This applies to federal, as well as most states with an 
income tax. You have three years to file your federal return, but after that, you lose the 
opportunity to claim your refund. 

2. Business Owners: Lose Out On Carrying Over Losses When you have business or 
investment losses, the IRS allows you to carry forward those losses to offset future years’ 
earnings. If you don't file a return the year the loss occurs, you cannot carry losses 
forward from that year. 

3. You Can Miss Refundable Tax Credits If you qualify for a tax credit like the Earned 
Income Tax Credit (EITC), you must file a return to claim it. This is a refundable credit, 
still under the new tax reform regime, and it puts money in your pocket. If you don’t file, 
you lose the tax credit. 

4. The IRS Might File A Return On Your Behalf -- Without You. In some cases, when 
you don't file a tax return, the IRS automatically completes a Substitute Federal Return 

T 
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(SFR) for you. This return contains information from W2s, 1099s, or other forms the IRS 
has received from your employer, your bank, or other entities. Typically, the SFR only 
has one exemption, no dependents, and the standard deduction. 

 
If you qualify for more than one exemption, have dependents, or itemize instead of 

claiming the standard deduction, an IRS Prepared SFR will show a higher tax liability 
than it would if you filed yourself. In some cases, you might not have filed because you 
believed you owed no tax ... but under the SFR that the IRS files on your behalf, you 
actually DO owe tax -- and some worse consequences that I will be sharing below begin 
to kick in. 

5. The Audit Time Clock Never Starts. When you file your tax return, the IRS has 
three years to audit it. After that point, the statute of limitations kicks in, and the 
agency cannot typically review that return. However, if the IRS generates an SFR for 
you, it can be audited at any time. Again, if you file, you avoid the SFR. The IRS usually 
waits a few years after the due date to complete the SFR. 

6. You May Not Qualify to Include Taxes in Bankruptcy. To qualify for both Chapter 7 
and Chapter 13 bankruptcy, you need to be current on your tax filing obligations. In 
most cases, you must have filed the last two years of returns for Chapter 7 and the last 
four years of returns for Chapter 13. 

7. Trouble Getting Loans. If you don't file a tax return, loans are much more 
challenging to obtain. Generally, when you apply for a mortgage, personal loan, business 
loan, loan for higher education, financial institutions will want to see copies of filed tax 
returns. 

Continuing, Bad News 
Here's what can happen if you DO owe tax and don't file your return ... 
1. Special Penalties If you fail to file a Federal tax return by the due date, you face a 

special "failure-to-file" penalty if you owe taxes. This equates to 5% of the balance for 
every month you don’t file. The "good" news is that this penalty maxes out at 25%. If you 
file at least 60 days late, your minimum penalty is the lesser of $205 or 100% of your 
tax owed. 

2. Possible Incarceration. Jail time is rare but possible. Under federal law, you can 
face up to a year in jail and up to $25,000 in fines for not filing your return. The 
penalties are even stricter if you commit fraud.  Fortunately, you cannot go to jail for 
merely owing taxes. Jail time is typically invoked for not filing or for purposefully 
evading taxes. 

3. Publicly Posted Tax Liens. This is when the IRS files a public document called 
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"Notice of a Public Tax Lien." Consequently, the taxes you owe show up on your credit 
report. This negatively impacts your credit, as well as puts you in the crosshairs of all 
kinds of evil marketers. 

4. Wage Garnishment. IRS wage garnishment takes place when the IRS contacts your 
employer to have wages withheld from your paycheck to satisfy an IRS tax debt. 

5. Bank Levies. The IRS can contact financial institutions or banks you do business 
with to levy your bank account. 

 

Finally, the good news… 
Frankly, you are reading this, and it is now time for some good news. 
 
Short and sweet: You have us in your corner. There is NO SHAME IN OUR GAME. 

Which means that you can bring to us your pain, your mistakes, and this will be a 
"judgment-free" zone. 

And, even better, we can help you avoid ALL these consequences with a little bit of 
our expert help in your corner. 

UTAH REAL ESTATE ACCOUNTANTS 
From Your Balance Sheet To Your Balanced Life 
info@UT-REA.com 
801-278-2700 
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Page | 50 
 

Climbing Out Of Debt 

By Janet 

have to tell you though, as I sat down to write this article, it made me think about some clients that I've walked with over the 
years who fought their way, successfully, out of debt that would have crushed other families. 

How did they do that? Today I'll tell you. 

But here's something they did NOT do: Borrow money to pay off more borrowed money 
(and call it savings). 

That only works for Uncle Sam, apparently. 
In general, with these issues, I'm a big fan of automation -- but not in all instances. For 

example, do NOT "automate" your tax preparation process with off-the-shelf software. 
Especially of the "free" variety. We have to clean up so many mistakes made by these 
products (and their users!), that I cannot, in good conscience, recommend them. 

But let’s move on to how you can climb that mountain of debt … and win. 
The average credit card balance for an American household as of August of this year 

was $7,135, which is an increase over the years previous and not something that any of 
us really would like to see increase further. And that counts the households that carry no 
debt, so the figure for those who *do* is even worse. 

You may be in a better situation ... it may also be worse. So, to answer the questions 
we often get around here from clients facing tough times, I've put together a step-by-step 
process which we often help people work through. 

1. First, pay more than the minimums. If you only pay the minimum payment each 
month, your bill could continue to INCREASE, even if you completely stop using your 

I 



Page | 51 
 

card. This is called "negative amortization" --where you think you are paying on your debt, 
but the additional fees and finance charges are more than the minimum payment. The 
bottom line is: Pay more than your minimum, or you will eventually be in debt over your 
head. 

2. Create an automated system with online banking and automatic payment options, 
there are GREAT tools for ensuring you don't mess up because of administrative chaos. If 
you feel you can't manage all your bills by pen and paper, there are several good software 
programs available for keeping track of your financial records. 

In fact, I recommend that you automate a payment ABOVE the minimum monthly 
amount, just to be sure that you start getting ahead of the game. Those minimum 
payments are rigged against you, and the only way to get ahead is to ... get ahead. I have 
some more thoughts on automation in a moment. 

3. Yes, you can negotiate No, you do not need to be an attorney or other professional to 
negotiate with your credit card company (negotiating with the IRS, on the other hand, is 
a very different story!). The increasing amount of consumer debt in this country has made 
creditors realize that they need to be more understanding of their customers -- if they 
hope to get any money back. If you file bankruptcy, they are only going to get pennies on 
the dollar, so they are often willing to make deals. 

4. Proactively contact your creditors -- in writing, open communication always helps. 
Usually, credit card companies get ignored and end up sending delinquent files to a 
collection’s agency. So, they'll actually appreciate your openness in contacting them and 
may be more understanding of your situation. Proactively dealing with your debt problem, 
rather than hiding, will not only help your financial problem but will make you feel better 
about yourself as well. 

5. Develop a simple tracking system. If you are not able to pay the full amount of your 
credit each month, you should still pay something to stay on top of it. You should work 
off of a written budget, so you know exactly where you stand. Some experts suggest that 
you divide your monthly debt budget by the percentage each bill makes of the total and 
pay that amount. 

Here's an example: If you owe a total of $1,000, and one credit card is $800, and the 
other is $200, and you only have $100 available to pay for that month... You should pay 
$80 on the $800 balance and $20 on the $200 balance. This way, you are reducing each 
debt by the same percentage. 

6. Do NOT be intimidated.  No matter how forthcoming and honest you are, some 
creditors have been taught to be mean or even nasty. Hang in there, and don't let this 
tactic intimidate you. 

We’d love to be a resource for you in making any kind of financial decision—especially 
as it relates to how your taxes will be affected — but not merely that.  Give us a call today! 

Janet I. Behm, EA 
Utah Real Estate Accountants 
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Saving For Your Down Payment 

By Janet 

o you always seem to be running out of money?  Are you living paycheck to paycheck?  One way to get out of this kind of 
situation is to change your mindset. 

That means you should start thinking in terms of abundance and not the lack of 
it.  That might sound contradictory, so here’s a concrete way to start saving money for the 
things you dream about. 

Set up three accounts. 
• Bill Paying:  This includes living expenses. 
• Saving for Big Ticket Items:  Down payment, things you want or need for your 

home. 
• For Your Dreams 

Put money into each account EVERY month.  You will be surprised at how quickly they 
can grow.  If your dream is to travel more or buy a boat, you’ll start accumulating money 
toward making your desire a reality. 

REMEMBER from Chapter 1, “DO NOT MAKE ANY BIG PURCHASES BEFORE YOU 
CLOSE ON YOUR LOAN” 

You'll also end up with more money, you can fall back on when your water heater needs 
to be replaced, or your roof develops a leak. 

 

D 
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Hiring Contractors 
Selecting Your Team 

By Lynn 

was a locksmith for over 25 years.  I know that new products can fail, well-intended repairs come undone, and your best 
intentions may end up as poor choices. 

You want to deal with vendors that will stand behind their products and services while 
giving you insights, so you make informed choices. 

I am a raving fan of the free enterprise system.  However, I have more faith and trust in 
businesses that have a track record of performing as they promise.  I am inclined to steer 
you toward companies that have more employees than one service person in a van 
answering business calls on his cell phone. 

  

The one-man operation can quickly go out of business, leaving you with no recourse for 
inferior parts, or shoddy service, or a decision you made based on poor advice.  Pick 
vendors who list an address. Pick vendors who drive vehicles with signage that reflects 

I 
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the company you called.  A company uniform implies a level of care and attention to 
details.  As a Millennial, it is presumed you have checked their website.  Make the call.  If 
they don't answer the phone with a live operator, what happens when you need an 
emergency response on a failed part or repair? 

 

YOU PROBABLY GET WHAT YOU PAY FOR 
When comparing the products and prices at a specialty supplier and a 'Big Box' 

supplier, do your research. Let's look at brand name products.  The specialty store may 
be more expensive for some important and beneficial reasons.  They do not have the 
buying power to get quantity discounts, but they will be more familiar and expert on the 
inventory they carry, helping you make the best selection for your needs.  The 'Big Box' 
store has the buying power and can tell the brand name manufacturer that they want the 
retail price to be below a certain point.  How will the manufacturer accomplish that 
magic?!?!  By replacing the expensive stainless steel, last-a-lifetime (if you live that long) 
with a less expensive alternative in zinc (the derogatory term is 'pot-metal'). 

Buyer beware. 
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For Sale By Owner 
The Snowbird Drive Fiasco 

By Lynn 

t was the mid-80's.  My late wife, Jackie, was a manager at Mountain Bell Telephone.  The phone company had many unwritten 
rules, such as the back of your office chair could not be higher than your supervisors. 

In Salt Lake County in Utah, the streets are laid out on a numerical grid.  State Street 
was the main North-South dividing line of The Valley.  We had a bungalow just west of 
State Street.  The unwritten rule was:  Managers have East Side addresses.  That was our 
motivation to begin the quest. 

Our Realtor® was a well-respected Agent in The Valley.  We gave her our list of wants.  
She immediately began setting up appointments to look through homes.  After looking at 
about 8 houses, she started to take us to 'random homes,' seemingly just to keep us busy. 

Jackie began to cruise neighborhoods that we had been shown that appealed to us.  
She was attracted to a very unique home that had a 'For Sale By Owner' sign in front.  
That evening she told me about what she had found.  We set up an appointment to see 
the home.  We told our Realtor® what we were doing. 

The next day we toured the home (without the Realtor®), and both fell in love with it!  
The construction is very unusual, it is a dome design, made from fiberglass.  The seller 
claimed that the home was 4,000 Square feet.   There were odd stains on the ceiling, so I 
asked the owner, "Does the roof leak?" His reply was, "It did, but that's not a problem." 

That night we were so excited.  We mapped out our plan to purchase the home.  They 
were asking $75,000, which for that country club neighborhood, was a low price.  Our 
budget was $90,000, so this gave us $15,000 to do some concrete work, draperies, and 
landscaping.  We decided to offer earnest money of $5,000. 

I 
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He accepted the $5,000. They moved out almost immediately, to a house they were 
purchasing in Bellevue, Washington.  We got a key to the place.  And I started to do 
repairs, such as patching-up the dilapidated garage door. 

One-night, Jackie’s sister, her husband and a passel of kids showed up in town from 
Evanston, Wyoming.  We were ecstatic to show them the home we were purchasing. 

It was a 'dark and stormy night.'  In fact, it was a cloud burst!  We started to take them 
on a tour, when my brother-in-law said, "There is water coming in this basement closet, 
like a faucet!" Sure enough, there was a ½" hole in the ceiling of the closet flowing 
sufficiently to fill a bathtub in two minutes.  Now we were alert!  We started to look at 
those stains on the ceiling, and they were dripping water.  Yipes! Only three rooms in the 
basement did not have water coming in. 

When the seller responded to the stains on the ceiling, "That's not a problem," what he 
meant:  It isn't raining…so that's not a problem. 

Next morning, at 8 am Pacific Time, I got our seller on the phone and said, "THAT 
HOUSE LEAKS IN EVERY ROOM.  YOU LIED TO US.  THE DEAL IS OFF, I WANT MY 
ERNEST MONEY BACK, NOW".  By-the-way, years later, we discovered the home only had 
about 3,300 square feet! 

It turns out he had immediately spent the $5,000 on the home in Bellevue.  He was in 
a tight spot.  He attempted to save the deal by offering to knock off $5,000 from the price 
so we could get the roof fixed. 

We wanted the home, so we agreed.  Then he threw in this caveat:  You must have 
receipts for the full $5,000 being spent before December 31st.  It was September, so that 
seemed doable, so we agreed. 

Next morning, I am on the phone to residential roofing companies.  The very first call, 
the guy on the phone said, "I'm not coming out to that house!" I was dumbfounded…why 
not?!?!  The guy said he had been out to the house about 5 years ago, the job 'would be a 
pain' and the owner was more of a pain.  75% of the people I talked to that morning were 
familiar with the house, and not even one wanted the job. 
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God bless, Hyde Layton!  He said, "Sure, I'll come out and give you a bid.” 

 
He said, "This is a very unusual problem.  I will do it on a cost-plus basis” (we pay 

Hyde's exact labor plus a profit, and we pay Hyde's exact material cost, plus a profit). 
I said, "If I did that, every time I saw one of your guys taking a smoke break, I would 

get angry.  Tell you what, I know you will have to pad the bill, but I've gotta’ have a firm 
price.” 

He was OK with that until I told him I had to have the work beginning right away and 
have $5,000 billable before the end of the year, or I would lose $5,000.  He patiently 
explained that roofing materials need at least 50° temperatures to work properly.  It can’t 
be done. 

A week later, we had a firm bid of $18,000.  Scaffolds were surrounding the home and 
large tarps, creating what looked like a huge Arabian tent.  Two commercial propane 
heaters looked and sounded like a pair of Cessna Citations' jet engines on take -off.  We 
were in business! 

We purchased the home for $70,000 and spent all out concrete, drapery, and 
landscaping money…plus.  After the job was done, Hyde said he had not made anything 
on the job, but he kept his crew busy and paid, during the winter. 

The work they did was much better than I had expected.  Most of the work is still intact 
after 30 years. 
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Glossary Of Real Estate Terms 

By, Stringham Real Estate School 
www.stringhamschools.com/ 

 

AIR SPACE  In condominium 
ownership, what is 
actually owned by the 
unit owner (in addition 
to tenancy in common 
for common areas).  

ALIENATION OF 
TITLE  

A change of 
ownership. May be 
voluntary (sold the 
property) or 
involuntary 
(foreclosure sale).  

ALIENATION, DUE 
ON SALE, NON-
ASSUMPTION 
CLAUSE  

A clause which allows 
the lender to call the 
loan due and payable 
immediately if the 
property is sold or the 
loan is  

ALTA POLICY  The lender’s title 
insurance policy which 
offers coverage in the 
amount of the loan 
which includes a site 
visit to discover 
unrecorded 
encumbrances.  

AMENITY  A “nice, but not 
necessary” feature 
which provides 

 

http://www.stringhamschools.com/
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personal pleasure to 
the owner of real 
property. It can be 
tangible or intangible.  

AMORTIZED LOAN  A loan which has 
regular monthly 
payments of principal 
and interest that if paid 
would reduce the 
balance of the loan 
with each payment 
until the balance is 
zero at the end of the 
amortization period.  

AMORTIZATION 
SCHEDULE  

A schedule of 
payments toward 
principal and interest 
and loan balance after 
each payment through 
the life of a loan.  

ANNUAL 
PERCENTAGE RATE 
(APR)  

The interest rate plus 
any other charges for 
the loan, including 
such things as discount 
points and origination 
fees; computed as a 
yearly percentage rate. 
It is used for 
comparing loans.  

ANNUAL 
PERCENTAGE YIELD 
(APY)  

The effective interest 
rate based on the 
frequency of interest 
payments paid on 
deposits.  

ANTICIPATION  The appraisal principle 
that weighs the value 
of the future benefits a 
product or property 
will bring.  

APPLICATION 
FRAUD  

Materially 
representing or even 
omitting any item on 
the 1003 or other loan 
application with the 
intent of misleading a 
lender.  
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APPRAISAL  A professional process 
for estimating the 
value of real property. 

APPRAISAL FRAUD  Inflation or materially 
overstating the value 
of a property with the 
intention of obtaining 
a higher loan or even 
cash-out.  

APPRECIATION  A percentage of 
increase in the value of 
the property over its 
value when it was 
originally purchased.  

ASSIGNMENT OF 
CONTRACT  

One party in a contract 
substitutes another 
party in his place. The 
original party retains 
secondary liability for 
the performance of the 
contract. It does not 
require the agreement 
of the other original 
party in the contract.  

ATTACHMENT  The legal process 
when real or personal 
property is seized by 
the court and held as 
security for 
satisfaction of a 
judgment  

BALLOON 
MORTGAGE  

A loan with a balloon 
payment at the end of 
its term. It could be a 
partially amortized or 
a straight loan or note.  

BALLOON 
PAYMENTS  

Required payments 
larger than the regular 
payment. These 
payments are often 
made at the end of the 
loan, retiring the loan 
early; but can be made 
at other times during 
the term of the loan.  

BASIS POINT  A finance term 
meaning a yield of 
1/100th of 1% 
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annually. 100 basis 
points = One percent.  

BELOW PAR  An interest rate quoted 
that would require a 
charge to the borrower.  

BENEFICIARY  The lender under a 
Trust Deed & Note.  

BILL OF SALE  Evidence of transfer of 
ownership of personal 
property. 

 

 
BRIDGE, SWING OR 
GAP LOAN  

A short term loan to 
help the buyers have 
up-front funds to get 
into their new home, 
when the sale on the 
old one is going to 
close later than the 
closing to purchase the 
new one.  

BUYDOWN  A financing technique 
in which a borrower is 
able to obtain a lower 
interest rate by paying 
discount points at the 
time the loan is 
originated. (1 point = 
1% of the loan 
amount).  

BUYER’S BROKER  A broker who 
represents the buyer in 
a fiduciary capacity.  

BUYING YOUR 
HOME, SETTLEMENT 
COSTS AND 
HELPFUL 
INFORMATION  

This booklet must be 
provided to the 
borrower within 3 days 
of application.  

CC&R’S  The abbreviation given 
to restrictions and 
requirements created 
in the Uniform 
Declaration of 
Restrictions for 
condominiums.  

CAPACITY  The borrower/co-
borrower’s ability to 
repay the loan. 
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CAPITAL  Total value of assets. 
This term is sometimes 
used to refer to the 
amount actually paid 
as down payment and 
closing costs, as in 
“the borrower’s capital 
in the transaction”. 
Also used to refer to 
the total value of an 
investment as in “CAP 
Rate (Rate of return on 
capital invested or 
purchase price).”  

CAPITAL GAIN  The taxable profit 
derived from the sale 
of a capital asset, such 
as real property.  

CERTIFICATE OF 
ELIGIBILITY  

Endorsement from the 
Veterans 
Administration 
indicating the right of 
a veteran to obtain a 
VA loan and the 
amount of his 
eligibility.  

CERTIFICATE OF 
REASONABLE 
VALUE  

The document required 
for a VA loan that 
verifies the value of 
property being used as 
security for the VA 
loan (VA appraisal).  

CERTIFICATE OF 
SALE  

The document given to 
the individual who 
successfully bids and 
purchases a property at 
a Sheriff’s Sale. It 
does not convey title to 
the property.  

CLOSED-END LOAN  A loan with a specific 
balance set at the 
beginning, and the 
balance cannot be 
increased during the 
term of the loan. 

CLOSING  When any loan funds 
are received from the 
lender(s) and the 
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applicable documents 
are recorded. This 
comes after the 
settlement.  

COLLATERAL  A term that refers to 
security used for a 
loan. It may be real or 
personal property.  

COMBINED LOAN TO 
VALUE RATIO 
(CLTV)  

The ratio of all 
financing (first and 
junior mortgages) to 
the value of the 
property.  

COMMON AREA  Land or improvements 
in a condominium 
development 
designated for the use 
and benefits of all 
residents, property 
owners, and tenants. 

 

 
COMPARATIVE 
MARKET ANALYSIS 
(CMA)  

A method of valuing 
homes that looks not 
only at recent home 
sales but also at homes 
presently on the 
market plus homes that 
were listed but did not 
sell.  

COMPOUND 
INTEREST  

Interest is paid on 
earned interest as well 
as on the principal. It 
is used in savings 
accounts.  

CONDOMINIUM  One owns the air space 
of one’s own unit and 
an undivided interest 
in the common area.  

CONDOMINIUM 
OWNERSHIP ACT  

The act which governs 
ownership and related 
issues when one owns 
airspace and undivided 
interest in the common 
area.  

CONFORMING LOAN 
LIMIT  

The maximum loan 
amount permitted by 
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Fannie Mae on a single 
family residence.  

CONSTRUCTIVE 
DELIVERY  

The process of 
transferring a deed 
from the grantor to the 
grantee by recording 
the deed at the county 
recorder’s office.  

CONTRACT  An agreement between 
two or more parties to 
do or not to do certain 
things. It may be oral 
or in writing.  

CONVENTIONAL 
CONFORMING LOAN  

A loan that does not 
exceed the monetary 
limits set by FNMA 
and FHLMC, and 
which is not an FHA 
or VA loan.  

COUNTEROFFER  A response to an offer 
wherein the offeree 
changes one or more 
of the terms of the 
contract, becomes the 
offeror, and sends the 
offer back to the 
original offeror.  

CREDIT  An amount of money 
which will reduce 
what the buyer has to 
bring to closing or 
increase the amount 
the seller gets at 
closing.  

DEBIT  An amount of money 
which will increase 
what the buyer brings 
to close or will reduce 
what the seller gets at 
closing. 

DEBT RATIO  The sum of all 
contractual payments 
including hosing 
compared to gross 
income known as the 
back-end ratio.  

DEBT SERVICE  Loan payments of 
principle and interest.  
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Glossary 
 
 

DISCOUNT POINTS  Money paid when 
a loan is initially 
obtained which is 
considered prepaid 
interest and 
permanently 
lowers the interest 
rate. Also known 
as a buy down.  

DISCOUNT RATE  The rate charged 
by the Federal 
Reserve to 

DEED  The document that 
serves as evidence of 
ownership of real 
property, as well as the 
document of 
conveyance.  

DELIVERY  The process of the 
grantor giving the deed 
to the grantee.  

DEPT. OF HOUSING 
AND URBAN 
DEVELOPMENT 
(HUD)  

A government entity 
which oversees 
mortgage lending, 
community planning 
and development, fair 
housing, public 
housing, and lead 
based paint 
compliance.  

DEPARTMENT OF 
VETERANS’ AFFAIRS 
(VA)  

A government entity 
that oversees such 
issues and loans, 
health care, and 
education for those 
who have been in the 
military.  

DEPRECIATION  A loss of value in real 
property, regardless of 
the reason for the loss. 
Also, an accounting 
process used for 
investment property 
taxation, referred to by 
the IRS as cost 
recovery.  
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member banks for 
money they 
borrow. It, along 
with reserve 
requirements, is 
one of the ways 
the Federal 
Reserve controls 
the economy.  

DISCOUNTED LOAN OR 
NOTE  

Selling a loan to 
the secondary 
money market for 
less than its face 
value. This 
increases the yield 
(profit) on the 
loan.  

DOCUMENT RECEIPT  A confirmation by 
the buyer and 
seller that they 
received a copy 
with all signatures.  

DOMESTIC PARTNER  This person is a 
committed in-
home companion 
for at least one 
year.  

DUAL AGENT  When the agent is 
representing both 
principals in a 
transaction with 
their informed 
consent. (Also 
known as a limited 
agent.)  

“DUE ON SALES” 
CLAUSES  

An acceleration 
clause found in 
most mortgage 
loans, requiring the 
mortgagor to pay 
off the mortgage 
dept when the 
property is sold, 
resulting in 
automatic maturity 
of the note at the 
lender’s option, 
effectively 
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eliminating the 
possibility of the 
new buyer’s 
assuming the 
mortgage unless 
the mortgagee 
permits the 
assumption. 

DUTY OF 
CONFIDENTIALITY  

The fiduciary 
obligation to not 
disclose 
information to 
unrepresented 
parties that would 
weaken the 
principal’s 
negotiating 
position.  

DUTY OF LOYALTY  The fiduciary 
obligation to act 
solely in the best 
interest of the 
principal.  

DUTY OF REASONABLE 
CARE & DILIGENCE  

The fiduciary duty 
to provide 
reasonable action 
and care to 
advance the 
priorities of the 
principal.  

DUTY TO DISCLOSE  Licensees must 
disclose their 
status as licensees 
acting under an 
agency agreement 
in the first contact 
with a prospective 
tenant or tenants’ 
agent.  

EARNEST MONEY 
DEPOSIT  

The deposit a 
buyer makes when 
submitting an offer 
to purchase real 
property. It shows 
he’s serious in the 
offer and will 
serve as liquidated 
damages if he 
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defaults on the 
contract.  

EASEMENT  A non-possessory 
interest which one 
person has in land 
owned by another, 
allowing limited 
use or enjoyment 
of the owner’s 
land. It may be 
referred to as a 
physical use or 
condition.  

EASEMENT 
APPURTENANT  

An easement 
which attaches to 
the land and/or the 
deed and passes 
from owner to 
owner with the 
deed.  

EFFECTIVE INCOME  Net income that is 
predictable and 
eligible to be 
counted in the loan 
process  

EQUAL CREDIT 
OPPORTUNITY ACT OF 
1974  

Federal act which 
prohibits 
discrimination in 
financing, based 
on race, age, sex, 
or marital status.  

EQUITABLE TITLE  The legal interest 
held in a property 
by the buyer 
between the time 
the contract is 
signed and 
conveying the 
actual deed.  

EQUITY  The market value 
of a property 
minus the debts 
secured by the 
property. 

ESCALATION CLAUSE  A clause written 
into a loan or lease 
that allows for 
payments to be 
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increased at 
specified times by 
stated amounts.  

ESCROW  A depository 
where a neutral 
third party is used 
to hold money or 
documents. When 
a mortgage lender 
is holding the 
funds on behalf of 
the borrower it is 
frequently called 
Impound Account 
or Reserve 
Account.  

ESCROW ACCOUNT  A lender held 
account holding 
borrower funds for 
the property taxes 
and/or insurance.  

EXECUTE  To put a contract 
into effect by 
signing it.  

EXECUTED CONTRACT  A contract with all 
of the terms 
completed by all 
parties.  

EXECUTOR  The title of a 
person named in a 
will to carry out 
the terms of the 
will after the death 
of the testator.  

EXTENDED COVERAGE 
TITLE INSURANCE  

Covers claims both 
on and off the 
record. It includes 
a site visit to give 
protection against 
unrecorded liens 
and encumbrances, 
such as mechanic’s 
liens, as well as 
defects in the land 
itself, such as 
unrecorded 
easements, 
encroachments, 
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and information 
based on incorrect 
surveys. It can be 
obtained by private 
individuals.  

FAIR, ISAAC AND 
COMPANY (FICO)  

Mathematical 
scores developed 
by the Fair Isaac & 
Company and used 
by credit bureaus 
and lenders to 
evaluate the risk 
associated in 
lending money; 
scores range from 
450 to 850; the 
lower the score, 
the higher the risk.  

FAIR MARKET VALUE  What a willing 
buyer is willing to 
pay, and a willing 
seller is willing to 
accept, with 
neither of them 
under duress and 
the property has 
been on the market 
for sufficient time 
to verify its value.  

FAMILIAL STATUS  One of the 
protected classes 
under Fair 
Housing referring 
to families with 
children under 18.  

FEDERAL CONSUMER 
CREDIT PROCTECTION 
ACT  

This act is also 
known as Truth In 
Lending Act 
(TILA).  

FEDERAL FAIR 
HOUSING ACT OF 1866  

This body of law 
stated no 
discrimination 
based on race in 
the sale or lease of 
real estate is 
allowed and all 
people are to be 
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treated the same as 
white people.  

FEDERAL FAIR 
HOUSING ACT OF 1968  

Extended the 
Federal Fair 
Housing Act of 
1866 by adding the 
prohibition of 
discrimination 
according to color, 
sex, religion, and 
natural or national 
origin. It 
specifically stated 
that no 
discrimination 
should take place 
relative to sale or 
rental of real 
estate, or real 
estate brokerage 
services.  

FEDERAL FAIR 
HOUSING AMEND-
MENT ACT OF 1988  

Added two new 
protected classes 
to Fair Housing: 
handicapped and 
familial status.  

FEDERAL HOME LOAN 
MORTGAGE 
CORPORATION (FHLMC)  

This organization 
was originally 
formed to provide 
funding for the 
savings and loan 
industry. 

FEDERAL HOUSING 
ADMINISTRATION 
(FHA)  

A department 
under HUD that 
administers and 
insures loans 
designed to help 
low income 
borrowers with 
limited cash 
resources to get 
into homes.  

FEDERAL TRADE 
COMMISSION (FTC)  

The federal agency 
charged with the 
regulation of 
interstate 
commerce. The 
FTC enforces   
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FHA INSURED LOAN  Loans that are 
insured by the 
Federal Housing 
Administration 
that provide third-
party lenders with 
protection against 
losses incurred in a 
foreclosure.  

FHA LOAN  A government loan 
with a low-down 
payment, insured 
by the borrower’s 
payment of the 
Mortgage 
Insurance 
Premium (MIP).  

FHA LOAN LIMITS  The maximum 
loan amount that is 
available in a 
given county.  

FHA/VA ADDENDUM  This addendum 
would be used any 
time the buyer is 
going to apply for 
an FHA or VA 
loan to finance the 
purchase.  

FHLMC (FREDDIE MAC)  Federal Home 
Loan Mortgage 
Corporation; a 
privately-owned 
secondary money 
market player. It is 
federally 
regulated.  

FIDUCIARY  The word which 
describes the 
responsibility of an 
agent toward the 
principal, 
involving trust, 
loyalty, 
confidence, care 
and diligence. 

FIXED-RATE LOAN  A loan where the 
interest rate, the 
number of 
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payments, and the 
amount of 
payments is 
established in 
advance and will 
not change over 
the life of the loan.  

FIXED-RATE 
MORTGAGE  

A fixed-rate loan 
secured by real 
property  

FNMA (FANNIE MAE)  Federal National 
Mortgage 
Association, a 
major secondary 
money market 
player. It is 
privately owned, 
but Federally 
regulated.  

FOR SALE BY OWNER 
(FSBO)  

When a property is 
sold by an 
unlicensed owner 
of a property.  

FRONT-END RATIO  The percentage 
limit a mortgage 
payment can be 
compared to the 
gross income of 
the borrower 
known as the 
Housing to Income 
Ratio.  

FULLY AMORTIZED 
LOAN  

A loan that 
requires payments 
of both principal 
and interest. When 
the last payment is 
made, the loan is 
retired.  

GNMA (GINNIE MAE)  Government 
National Mortgage 
Association. A 
secondary money 
market player 
which is 
government owned 
and purchases loan 
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pools of FHA and 
VA loans.  

GRADUATED PAYMENT 
MORTGAGE (GPM)  

Payments begin 
below the normal, 
fully amortized 
payment and are 
then increased for 
a set period of 
years. Some lead 
to negative 
amortization. 

GRANTEE  One who receives 
property or 
property rights 
from a grantor.  

GRANTOR  One who conveys 
property or 
property rights to a 
grantee.  

GROWING EQUITY 
MORTGAGE  

A loan where 
payments increase 
each year, thereby 
allowing the loan 
to be paid off 
many years sooner 
and a substantial 
amount of interest 
dollars to be saved.  

HARD MONEY LOAN  Short-term 
mortgage loans 
which require high 
amounts of 
borrower equity in 
the collateral in 
exchange for 
limited and/or 
expedited 
underwriting.  

HAZARD OR 
HOMEOWNERS’ 
INSURANCE  

An insurance 
policy which 
indemnifies real 
property against 
loss resulting from 
physical damage to 
the property such 
as fire, vandalism, 
etc. The lender 
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will require this 
insurance.  

CREDIT (HELOC)  An open-ended 
loan which can be 
drawn from when 
needed, up to the 
credit limit, and 
uses available 
equity in a 
residence as 
collateral.  

HOME OWNERS 
PROTECTION ACT (HPA)  

The act that 
requires Private 
Mortgage 
Insurance (PMI) 
removal.  

HOMEOWNERS 
ASSOCIATION (HOA)  

A nonprofit 
association of 
homeowners 
organized pursuant 
to a declaration of 
restrictions of 
protective 
covenants for a 
subdivision, PUD, 
or condominium.  

HOMEOWNERSHIP AND 
EQUITY PROTECTION 
ACT OF 1994 (HOEPA)  

A law that requires 
lenders to make 
disclosures to the 
borrowers 
regarding the costs 
involved in high 
fee and high rate 
loans.  

IMPOUND, RESERVE OR 
ESCROW ACCOUNT  

A trust account 
established to set 
aside funds for 
future needs 
relating to a parcel 
of real property. 
Those needs 
typically include 
such things as 
property tax and 
hazard insurance.  

INDEX/ INDICES (plural)  In an ARM loan, a 
financial indicator 
which will have 
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the margin added 
to it to create the 
adjusted interest 
rate.  

INITIAL INTEREST RATE  The rate at which 
the first set of loan 
payments are 
calculated. This 
rate is also used to 
qualify the 
borrower for the 
loan requested. Do 
not confuse this 
rate with “Teaser 
Rates” which are 
an artificial rate 
used to market a 
loan product. 
“Teaser Rates” 
generally create 
negative 
amortization.  

INTEREST  The sum paid or 
accrued in return 
for the use of 
money.  

INTEREST-ONLY LOAN  Straight note.  
INTEREST RATE  Money paid during 

the term of a loan 
that is profit to the 
lender. It 
represents the 
return, or yield, on 
the lender’s 
investment.  

JOINT TENANCY  A form of 
concurrent 
ownership where 
all owners have 
equal rights of 
possession, equal 
interest, took title 
at the same time, 
there is one deed, 
and each owner 
has full rights of 
survivorship.  
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LAND CONTRACT, 
INSTALLMENT SALES 
CONTRACT, OR 
CONTRACT FOR DEED  

A document 
wherein the lender 
(usually the seller) 
retains title to the 
property until the 
debt is paid. It is 
known in Utah as a 
Uniform Real 
Estate Contract.  

  
LEAD BASED PAINT  
LEASE 
WITH 
OPTION 
TO 
PURCHASE  

A lease 
contract 
which 
allows the 
lessee the 
right to 
purchase 
the 
property. 
Sometimes 
a portion 
of the rent 
will apply 
to the 
down 
payment if 
the right is 
exercised.  

DISCLOSURE  

For any property 
built before 1978 
this form must be 
given to the seller  

LEVERAGE  Using as much of 
other people’s 
money and as little 
of your own as 
possible in order to 
buy property. 

LEASE WITH OPTION TO 
PURCHASE  

A lease contract 
which allows the 
lessee the right to 
purchase the 
property. 
Sometimes a 
portion of the rent 
will apply to the 
down payment if 
the right is 
exercised.  
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LISTING  An agency 
agreement between 
a seller and a 
principal broker. 
The owner 
authorizes the 
broker to place the 
property on the 
market and seek a 
ready, willing, and 
able buyer and 
agrees to pay 
consideration if the 
broker is 
successful.  

LOAN ORIGINATION 
FEE  

A fee paid by the 
borrower to the 
originator for the 
originators service.  

LOAN TO VALUE RATIO 
OR L-T-V-R  

The amount of 
debt secured by the 
property compared 
to the worth of the 
property, 
expressed as a 
percentage.  

LONDON INTER-BANK 
OFFER RATE (LIBOR)  

An index for used 
with Adjustable 
Rate Mortgages 
which is an 
average of daily 
lending rates from 
several major 
London banks  

MARKET DATA OR 
COMPARISON 
APPROACH  

An appraisal 
approach that 
contrasts the 
subject property 
with other 
properties that 
have recently sold. 
Adjustments are 
made to account 
for variations 
between the 
subject property 
and the others.  
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MARKETABLE RECORD 
TITLE ACT  

The law that 
allows the 
simplification and 
stabilization of 
title searches by 
allowing old liens 
and encumbrances 
to be removed 
after 40 years.  

MARGIN  The percentage, 
established with 
the ARM loan, 
which will be 
added to the index 
to create the 
adjusted interest 
rate.  

MAXIMUM LOAN 
AMOUNT  

The maximum 
insurable FHA 
loan amount.  

MINIMUM SERVICE 
REQUIREMENTS  

Created in 2005 to 
ensure that the 
public would not 
be left to address 
sensitive situations 
such as contractual 
offer presentations 
and counter offers 
alone.  

MORTGAGE  A document used 
to secure a loan. It 
is a judicial 
agreement, 
meaning if non-
payment takes 
place, the holder of 
the promissory 
note can take it to 
court and the court 
will order the 
sheriff to 
foreclose.  

MORTGAGE OR LOAN 
FRAUD  

Is a broad term 
meant to describe 
various schemes to 
obtain money on 
terms that 
otherwise would 
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not have been 
offered, if they 
were offered at all, 
if the lender had 
been aware of 
actual and/or 
truthful 
information.  

MORTGAGE 
INSURANCE  

Insurance required 
by a lender if the 
principal of the 
loan is above a set 
LTV. It covers the 
interests of the 
lender if there is 
default on the loan, 
and proceeds from 
foreclosure do not 
cover the amount 
owed. It can be 
added to an FHA 
loan.  

MORTGAGE 
INSURANCE PREMIUM 
(MIP)  

See Mortgage 
Insurance  

MORTGAGEE  The lender who 
receives a 
mortgage as 
security for a loan 
or debt.  

MORTGAGOR  A borrower who 
hypothecates 
property as 
security for a loan 
through the use of 
a promissory note 
and a mortgage. 

SERVICE (MLS)  A service in which 
member brokers 
pool their listings 
and offer 
cooperation and 
compensations to 
the other member 
brokers usually 
owned and 
operated by a local 
association of 
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REALTORS®, but 
not always.  

MULTIPLE OFFERS  Occasionally there 
are more than one 
offer presented at 
once on the same 
property. The 
listing agent 
should be careful 
to not only treat 
each buyer and 
their agent fairly, 
but to also counsel 
with their seller 
appropriately.  

MULTIPLE OFFER 
DISCLOSURE  

Gives each buyer 
the options to 
submit their best 
offer by a deadline 
set by the seller.  

MUTUAL AGREEMENT  The essential 
element of a 
contract achieved 
through the offer 
and acceptance 
process.  

REVERSE 
AMORTIZATION  

A loan that 
requires payments 
of no principal and 
only part of the 
interest. The 
unpaid interest is 
added to the 
principal. This 
technique is used 
on some graduated 
payment 
mortgages.  

NON-CONFORMING 
LOANS  

A loan that does 
not qualify for 
FNMA or FHLMC 
financing.  

NOVATION  The substitution of 
a new party or a 
new obligation in a 
contract. This 
process requires 
the agreement of 
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all original parties 
in the contract, but 
once it has been 
agreed to, the 
original obligatee 
is released from 
liability.  

OFFER  A promise by one 
party to act or 
perform in a 
specified manner 
provided the other 
party acts or 
performs in the 
manner requested.  

OPEN END MORTGAGE  A loan which can 
be increased up to 
an agreed upon 
maximum, similar 
to the way a credit 
card works. It is 
often used for 
construction loans 
and home equity 
loans.  

OPTION CONTRACT  A contract wherein 
a seller agrees to 
sell property for a 
set amount at 
specified terms, if 
the buyer chooses 
to exercise that 
right to purchase 
during the 
contracted period 
of time. In return 
for the seller 
taking his property 
off the market, the 
buyer pays 
valuable, non-
refundable 
consideration.  

OPTIONEE  One who receives 
an option; a 
potential buyer 
who may or may 
not buy by the end 
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of the term of the 
option.  

OPTIONOR  One who gives an 
option; the 
potential seller.  

OPTION ARM  An adjustable rate 
mortgage with 
optional payment 
terms. 1)fully 
amortized payment 
2) accelerated 
payment 
3)minimum 
payment 4)interest 
only payment.  

“OR MORE” CLAUSE  See Prepayment 
Privilege  

ORIGINATION FEE  A fee (profit) 
charged by the 
lender to initiate a 
loan.  

PAID OUTSIDE OF 
CLOSING (POC)  

Fees paid by the 
borrower prior to 
settlement that will 
be disclosed on the 
HUD1 statement 
but will not be 
included in the 
totals to be paid at 
settlement.  

PACKAGE MORTGAGE  A loan that uses 
both real and 
personal property 
as security.  

PAR  The interest rate 
charged on a loan 
that requires no 
discount points be 
paid nor pays a 
yield spread 
premium. Rates 
above Par pay a 
yield spread 
premium. Rates 
below Par require 
the payment of 
discount points.  
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PAR RATE  The market 
interest rate for a 
mortgage loan that 
neither costs nor 
returns money to 
the borrower to 
originate the 
mortgage.  

PARTIALLY 
AMORTIZED LOAN  

A loan requiring 
payments of both 
principal and 
interest, but when 
the final payment 
is made, a balloon 
payment is 
required to retire 
the loan.  

PATRIOT ACT 
DISCLOSURE  

Notice that we are 
going to check 
your identity.  

PAYMENT CAPS 
(PERIODIC CAP)  

Adjustable rate 
mortgage 
adjustment limits. 
Shorthand notation 
frequently follows 
this pattern – 
2/1/6. These caps 
are set by contract 
and never change. 
The caps limit the 
initial adjustment 
(x/-/-), each 
individual 
adjustment (-/x/-) 
and the maximum 
adjustment from 
the initial rate (-/-
/x).  

PERSONAL PROPERTY  The opposite of 
real property, it is 
moveable and 
destructible. 
Synonyms are 
chattel and 
personalty.  

PLAIN LANGUAGE 
POLICY  

Title insurance 
covering the 
borrower, which 
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will cover 
mechanic’s liens. 

PLANNED UNIT 
DEVELOPMENT (PUD)  

A nontraditional 
type of housing 
development 
designed to 
produce high 
density of 
dwellings, 
maximum use of 
open spaces, and 
greater flexibility 
for residential land 
and development; 
local government 
approval is 
required. The 
developer records 
a declaration of 
covenants and 
restriction and 
records as a 
subdivision plat 
reserving common 
areas to the 
members of the 
association but not 
to the general 
public and 
nonprofit 
community 
association is 
organized to 
provide for 
maintenance of the 
common area.  

PLEDGE  The borrower 
gives up 
possession of the 
property being 
used as collateral 
for the loan (the 
way a pawn shop 
works).  

POTENTIAL SERVICING 
TRANSFER STATEMENT  

Notice given at 
time of application 
and again at 
settlement that the 
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lender intends to 
sell its servicing 
rights.  

PREPAYMENT PENALTY  This clause in a 
loan penalizes the 
borrower for 
paying off the loan 
earlier than agreed.  

PREPAYMENT 
PRIVILEGE  

This clause in a 
loan allows the 
borrower to pay 
the loan off early. 
The amount of the 
monthly payments 
can be increased, 
with all of the 
extra payment 
applying to the 
principal; 
refinance without 
penalty; or make 
balloon payments 
from time to time.  

PREQUALIFICATION 
LETTER  

A letter from the 
lender indicating 
that the borrowers 
loan application 
has been accepted 
subject to 
providing the 
collateral.  

PRICE  The amount of 
money being asked 
for a product or 
property, or the 
amount it sells for. 

PRIMARY MONEY OR 
MORTGAGE MARKET  

Those who 
originate loans of 
any type, 
regardless of the 
priority of the 
loan, are in this 
financial market.  

PRIME RATE  The interest rate 
that is charged a 
lender’s most 
favored clients and 
is established by 
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the major banks or 
lenders of 
America.  

PRINCIPAL  The agent works 
for this person. 
This person is also 
sometimes referred 
to as a client.  

PRINCIPAL BROKER  The broker who 
manages the 
offices and is 
responsible for 
supervising the 
activities of the 
licensed and 
unlicensed staff.  

PRINCIPAL, INTEREST, 
TAXES, AND 
INSURANCE (PITI)  

A mortgage 
payment which 
includes principal 
(funds that were 
borrowed), interest 
(the payment of 
rent for the amount 
borrowed), taxes 
(an amount to go 
into an escrow 
account for future 
payment of 
property taxes), 
and insurance (an 
amount to go into 
an escrow account 
for the future 
payment of hazard 
insurance).  

PRIVATE MORTGAGE 
INSURANCE (PMI)  

Insurance typically 
required on 
conventional loans 
that meet exceed 
80% LTV.  

PROMISSORY NOTE  The document 
given as evidence 
of the loan. It 
contains all 
information 
relative to the 
money: payment, 
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term, interest rate, 
etc.  

PROPERTY FLIPPING  Buying a property 
and selling as soon 
as possible.  

PROPERTY TAX  The tax levied by 
government 
against real estate. 
These taxes are 
due in Utah on 
November 30 and 
cover the full 
calendar year. 
They are also 
referred to as real 
property tax.  

PRORATION  The process of 
computing the 
buyer’s and 
seller’s portion of 
an obligation owed 
by both, such as 
property tax.  

PURCHASE MONEY 
MORTGAGE  

The seller is the 
lend  

QUIT CLAIM DEED  A deed that 
conveys all interest 
in a property 
which the grantor 
may or may not 
have, and gives no 
warranties as to the 
condition of title. 
Its primary use is 
to remove clouds 
from the title.  

REAL ESTATE 
PURCHASE CONTRACT  

A State approved 
form which must 
be filled out by all 
licensees which is 
used when writing 
an offer to buy real 
property. When 
accepted, it 
becomes the sales 
agreement.  
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SETTLEMENT 
PROCEDURES ACT 
(RESPA)  

An act that is 
designed to protect 
the borrowers in 
real estate 
transactions 
through thorough 
disclosure of the 
costs of obtaining 
the loan. It is also 
known as 
Regulation X and 
is different than 
Truth In Lending.  

REAL PROPERTY  Land and 
appurtenances, air 
space to infinity, 
and the subsurface 
to the center of the 
earth.  

RECONVEYANCE OF 
DEED  

The document a 
lender uses to 
return all interest 
in the property 
after the debt has 
been satisfied 
under a Trust Deed 
and Note. This is 
in accordance with 
the defeasance 
clause.  

RECORDING  A form of delivery 
of a deed, also 
known as 
constructive 
delivery or notice.  

REFINANCE  Obtaining a new 
loan, often at a 
lower interest rate, 
out of which the 
old loan is paid 
off.  

REGULAR SALARIES 
EMPLOYEES  

An individual not 
employed on a 
contract basis, 
which has 
withholding taken 
out of his/her 
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paycheck by the 
employer.  

RELEASE OF LIEN  If a mechanic had 
previously placed 
a claim against the 
property where the 
work was done, 
when payment is 
made, this form 
must be filed 
within ten days.  

RELEASE WAIVER  When the owner 
pays his obligation 
after the 
mechanic's lien has 
been placed, if the 
payment is made 
in full, the person 
who placed the 
lien has the 
obligation to 
record a within 10 
days after being 
paid.  

RESIDENTIAL 
PROPERTY  

Property used for 
housing. Includes 
single-family 
housing, condos, 
cooperatives, and 
apartment 
buildings. 

RESIDUAL INCOME  An amount 
determined as the 
income available 
to make mortgage 
payments after 
other obligations 
have been 
considered. It is 
used instead of 
debt to income 
ratios in 
determining 
eligibility for VA 
loans.  

RESIDUAL INCOME 
ANALYSIS  

The VA method of 
determining the 
borrower’s ability 
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to pay the 
mortgage payment.  

RETAIL MORTGAGE 
RATE  

The interest rate on 
a loan which is 
charged to the 
consumer 
(borrower).  

RETAIL MORTGAGE 
RATE SHEET  

The published 
rates of a lender.  

RULE OF DISCLOSURE  An agent’s 
responsibility to 
reveal all material 
facts to a principal, 
including mistakes 
and 
misrepresentations. 
Indeed, it might be 
said concerning 
the fiduciary 
relationship, what 
the agent knows, 
the principal 
knows.  

RULE OF OBEDIENCE  An agent’s 
responsibility to 
follow all 
instructions of the 
principal.  

SALES AGENT  A real estate 
licensee who does 
not have a broker’s 
license and must 
work under the 
supervision of the 
employing 
principal broker.  

SALE AND LEASEBACK  An owner sells a 
property, then 
leases it back from 
the new owner. 
This could be a 
long- or short-term 
lease.  

SATISFACTION OF 
MORTGAGE  

The document 
used by the lender 
to reconvey all of 
his interest in a 
property, as 
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required by the 
defeasance clause 
under a mortgage.  

SEASONED FUNDS  Buyer funds held 
in an institution 
with deposit and 
balance records 
available for a 
period of time.  

SEASONED LOAN  A loan with a 
payment history. 
This feature of a 
loan is preferred 
by the secondary 
money market.  

SECONDARY MONEY 
OR MORTGAGE 
MARKET  

Individuals or 
financial 
institutions that 
purchase existing 
loans.  

SELLER 
CONTRIBUTIONS  

An allowable 
payment from the 
seller toward 
closing costs.  

SELLER DISCLOSURES  The property’s title 
and physical 
condition 
information 
required by the 
REPC to be given 
to the buyer by the 
seller.  

SENIOR LIEN  Refers to first 
mortgages or trust 
deeds or the debt 
first recorded 
against the real 
property.  

SETTLEMENT  The date specified 
in the purchase 
contract when 
buyer and seller 
deliver any monies 
required, as 
cleared funds, to 
the settlement 
agent and sign the 
documents 
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applicable to the 
transaction. 

SEVERALTY  A form of 
ownership wherein 
an individual owns 
the property in sole 
ownership.  

SHORT SALE  A sale of secured 
real property that 
produces less 
money than is 
owned the lender; 
also called short 
pay, in that the 
lender releases its 
mortgage or trust 
deed so that the 
property can be 
sold free and clear 
to the new 
purchaser.  

SIMPLE INTEREST  The type of 
interest that is 
computed on the 
unpaid principal 
balance.  

SPECIAL WARRANTY 
DEED  

This type of deed 
contains only two 
covenants: the 
covenant of 
seizing and the 
covenant against 
encumbrances. 
Furthermore, it 
only warrants the 
period of time that 
the grantor 
actually owned the 
property.  

SPECIFIC 
PERFORMANCE  

A legal remedy 
requiring a party to 
perform as agreed 
in the contract.  

STANDARD COVERAGE 
TITLE INSURANCE  

Title insurance 
which protects 
against losses 
arising from both 
recorded title 
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claims, omissions 
and errors in 
public records, and 
from inadequate 
title search 
procedures. It does 
not protect from 
undisclosed and 
unrecorded claims 
against the title 
such as unrecorded 
mechanic’s liens.  

STATUTORY MINIMUM 
DOWN PAYMENT  

FHA 3%  

STOCK COOPERATIVE 
or CO-OPS  

Persons buy a 
stock interest in a 
building. This 
entitles them to a 
lease in one of the 
units, called a 
proprietary or 
“owner’s” lease. 
Note: stock is 
personal property.  

STRAIGHT NOTE  A loan that 
requires payments 
of interest only, 
sometimes called a 
term loan. Usually 
the entire principal 
is paid off in one 
balloon payment at 
the end of the loan.  

SUBDIVISION  Land divided into 
lots which may or 
may not include 
improvements 
such as water, 
utilities, curbs, 
gutters, and streets; 
but does not 
include buildings.  

SUBROGATION  The substitution of 
liability or rights, 
as in a title 
insurance policy.  

SUB-PRIME LOAN  Borrowers who do 
not qualify for 



Page | 95 
 

conforming or A 
paper, but do 
qualify for B, C or 
D paper would get 
this kind of loan.  

SUPPLY AND DEMAND  The principle of 
economics, as well 
as appraisal, which 
states that when 
there is an 
overabundance of 
a particular 
product, the price 
will go down; 
conversely, when 
there is a limited 
amount of that 
product, the price 
will go up.  

SURVIVORSHIP  The surviving 
owner(s) 
automatically  

TAX CREDIT  Items which the 
IRS allows you to 
subtract from the 
dollar amount of 
taxes due. There 
are very few of 
these allowed.  

TEASER RATE  An introductory 
rate lower than the 
rate would have 
been if computed 
by adding the 
margin to the 
index on an 
adjustable rate 
loan.  

TEMPORARY BUY 
DOWNS  

An agreement that 
does not pay all 
the interest due 
and increases the 
loan amount.  

TENANCY IN COMMON  A form of 
ownership where 
owners have full 
rights of 
possession, but 
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each owner can 
have a different 
percent of 
ownership. Upon 
the death of one, 
that interest goes 
to the heirs.  

TENDER  Another term for 
the process of 
making or 
presenting an 
offer.  

TIME IS OF THE 
ESSENCE  

The clause in a 
contract that 
means all dates are 
firm and non-
performance by 
the date specified 
may create a 
voidable contract.  

TITLE  An abstract term 
denoting 
ownership; not a 
document.  

TITLE INSURANCE  Since an attorney’s 
opinion does not 
offer the buyer 
financial 
protection if the 
title proves 
unsound, this can 
be purchased, 
giving varying 
degrees of 
financial 
protection relative 
to the condition of 
title of real 
property.  

TREASURY BILL INDEX 
(T-BILL)  

An index that 
follows the risk 
free government 
lending market.  

TRIGGER TERMS  Under Truth in 
Lending, if any 
number other than 
the APR or 
purchase price is 
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used in 
advertising, all 
these other 
numbers must be 
disclosed.  

TRUST ACCOUNT OR 
OWNERS ACCOUNT  

An account in 
which the real 
estate broker 
places all money 
entrusted to her by 
or on behalf of the 
principal and the 
customer. 

TRUST DEED (OR DEED 
OF TRUST)  

The document that 
provides for a non-
judicial foreclosure 
process. It is used 
to secure a 
promissory note, 
by which a 
borrower 
hypothecates 
property as 
collateral for a 
debt or loan.  

TRUSTEE  Since the courts 
are not being used 
in the case of a 
Trust Deed and 
Note, this person 
acts as an escrow 
agent to insure that 
the terms of the 
loan are carried 
out, and to initiate 
foreclosure if they 
are not.  

TRUSTEE’S DEED  The document that 
is given to the 
individual who 
successfully bids 
at a foreclosure 
sale and purchases 
the foreclosed 
property. It 
conveys fee simple 
title immediately 
after the sale.  
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TRUSTEE’S SALE  The event where 
property is sold in 
foreclosure under a 
Trust Deed and 
Note.  

TRUSTOR  The legal term 
given to one who 
hypothecates 
property as 
collateral for a 
loan, using a 
promissory note 
and trust deed.  

TRUTH IN LENDING, OR 
FEDERAL CONSUMER 
CREDIT PROTECTION 
ACT (OR REGULATION 
Z)  

An act created in 
Congress to 
protect consumers 
from being 
deceived about the 
costs of borrowing 
money. It requires 
full disclosure of 
the cost of 
borrowing money 
and regulates 
advertising of 
credit.  

UNDERWRITER  The loan decision 
maker.  

UNIFORM 
COMMERCIAL CODE  

The body of law 
that regulates the 
transfer, or sale, of 
personal property, 
such as when one 
is selling a 
business (UCC)  

UNIFORM REAL ESTATE 
CONTRACT  

See All Inclusive 
Trust Deed  

UNSECURED LOAN  Loan which 
requires the 
debtors promise to 
pay as collateral.  

UPFRONT FUNDING FEE  A fee charged by 
the VA for funding 
the loan.  

UPFRONT MORTGAGE 
INSURANCE PREMIUM 
(UFMIP)  

An insurance 
premium charged 
by the FHA at 
closing.  
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VA LOAN  A government loan 
that is guaranteed 
and does not 
require a down 
payment.  

VALID CONTRACT  A contract that 
contains all the 
essential elements 
of a contract and 
therefore is 
binding on all 
parties.  

VALUABLE 
CONSIDERATION  

Consideration in 
the form of money, 
services, promises, 
or real or personal 
property.  

VALUE  The power of a 
product, service, or 
property to 
command other 
goods or money in 
exchange. It is the 
present worth of 
future benefits 
arising out of 
ownership.  

VARIANCE  The right of an 
individual to do 
something that 
violates current 
zoning regulations 
because the zoning 
and planning 
commission or 
Board of 
Adjustment 
granted that right.  

VENDEE  One who buys or 
offers to buy. 

VENDOR  One who sells or 
offers to sell.  

VOID CONTRACT  A contract that 
lacks one or more 
of the essential 
elements of a 
contract and 
therefore is not 
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binding on any of 
the parties.  

VOIDABLE CONTRACT  A contract wherein 
one of the parties 
can challenge one 
or more of the 
essential elements 
of the contract and 
therefore has the 
right to affirm or 
disaffirm the 
contract.  

WALK-THROUGH 
INSPECTION  

An optional visit 
by the buyer to 
check and approve 
the condition of 
the property and 
any repairs that 
have been made.  

WATER RIGHTS  The ability under 
the law to have the 
use of water. They 
are considered to 
be real property.  

WATER SHARES  A right to use 
water on real 
property, granted 
to the owner by a 
canal company 
with water 
certificates. They 
are considered 
personal property.  

WITH-DRAWL  An offer can be 
withdrawn any 
time prior to its 
acceptance. To 
withdraw an offer 
the buyer or seller 
should instruct 
their agent to write 
a written notice of 
cancelation.  

WRAPAROUND LOAN  A loan that 
encompasses one 
or more existing 
loans.  
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YIELD SPREAD 
PREMIUM (YSP)  

The amount paid 
by a lender to 
mortgage for 
originating a loan 
with an interest 
rate above the par 
rate.  

ZONE A  The zone 
designation that 
indicates a 
likelihood of flood 
and which is 
requires the 
purchase of flood 
insurance.  

ZONING  A right of state 
governments to 
regulate the height, 
bulk and use of 
private property in 
order to protect the 
health, morals, 
welfare, and safety 
of the public; 
usually delegated 
to the local level. 
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