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Terms You Should Know 

Amendments 

A change – either to alter, add to, or correct – part of an 

agreement without changing the principal idea or 

essence. 

Appraisal 

An estimate of real property resulting from analysis of 

facts about the real property; an opinion of value. 

Assumption 

Taking over another person’s financial obligation; taking 

title to a parcel of real property with the Buyer assuming 

liability for paying an existing note secured by a deed of 

trust against the real property 

Beneficiary 

The recipient of benefits, often from a deed of trust; 

usually the lender 

Close of Escrow 

Generally the data the documents are recorded and title 

passes from Seller to Buyer. On this date, the Buyer 

becomes the legal owner, and title insurance becomes 

effective. 

Comparable Sales 

Sales that have similar characteristics as the subject real 

property, used for analysis in the appraisal. Commonly 

called “comps.” 

Deed, Grant Deed, or Warranty Deed 

A real estate-oriented document used to convey fee title 

to real property from the grantor (usually the Seller) to 

the grantee (usually the Buyer). 

 

Deed of Trust 

An instrument used in many states in place of a mortgage. 

Deed Restrictions 

Limitations in the deed to parcel of real property that 

dictates certain uses that may or may not be made of the 

property 

Earnest Money Deposit 

Down payment made by a purchaser of real property as 

evidence of good faith; a deposit or partial payment. 

Easement 

A right, privilege or interest limited to a specific purpose 

that one party has in the land of another. 

Lien 

A form of encumbrance that usually makes a specific 

parcel of real property the security for the repayment of a 

debt or discharge of an obligation. For example, 

judgments, taxes, mortgages, deeds of trust. 

Mortgage 

The instrument by which real property is pledged as 

security for repayment of a load 

PITI 

A payment that combines Principal, Interest, Taxes, and 

Insurance. 

Power of Attorney 

A written instrument whereby a principal gives authority 

to an agent. The agent acting under such a grant is 

sometimes called an “Attornay-in-Fact.” 

Purchase Agreement 

The purchase contract between the Buyer and Seller. It is 

usually completed by the real estate agent and signed by 

the Buyer and Seller. 

Quitclaim Deed 

A deed operating as a release, intending to pass any title, 

interest, or claim which the grantor may have in the real 

property, but not containing any warranty of a valid 

interest or title by the grantor. 

Recording 

Filing documents affecting real property with the County 

Recorder as a matter of public record. 



Key Professionals involved in your transaction 

Realtor 

A Realtor is a licensed real estate agent and a member of the National Association of Realtor, a 

real estate trade association. Realtors also belong to their state and local Association of Realtors. 

Real Estate Agent 

A real estate agent is licensed by the state to represent parties in the transfer of real property. 

Every Realtor is a real estate agent, but not every real estate agent has the professional 

designation of a Realtor. 

Listing Agent 

A key role of the listing agent or broker is to form a legal relationship with the homeowner to sell 

the property and place the property in the Multiple Listing Service. 

Buyer’s Agent 

A key role of the buyer’s agent or broker is to work with the buyer to locate a suitable property 

and negotiate a successful home purchase. 

Multiple Listing Service (MLS) 

The MLS is a database of properties listed for sale by Realtors who are members of the local 

Association of Realtors. Information on an MLS property is available to thousands of Realtors. 

Title Company 

These are the people who carry out the title search and examination, work with you to eliminate 

the title exceptions you are not willing to take subject to, and provide the policy of title insurance 

regarding title to the real property. 

Escrow Officer 

An escrow officer leads the facilitation of your escrow, including escrow instructions preparation, 

document preparation, funds disbursement, and more. 



Q: How do you decide whether to add on to an existing home or purchase a new one? 

 

There are a few things to consider, including cost, individual needs, and what will add value down the 

road. Also important: your emotional attachment to the existing home. 

 

As designer and builder Philip S. Wenz, the author of Adding to a House: Planning, Design & Construction, 

notes, an addition is much cheaper than building a new home and can offer a “new” home without the 

heartache of moving. 

 

Other considerations: 

 

• Can you finance the home improvement with your own cash or will you need a loan? 

• How much equity is in the property? A fair amount will make it that much easier to get a loan for 

home improvements. 

• Is it feasible to expand the current space for an addition? 

• What is permissible under local zoning and building laws? Despite your deep yearning for a new 

sunroom or garage, you will need to know if your town or city will allow such improvements. 

• Are there affordable properties for sale that would satisfy your changing housing needs?  

Explore your options. Make sure your decision is one you can live with – either under the same roof or 

under a different one. 

 

Q: How much can I afford? 

 

The general rule is that you can buy a home that costs about two-and-one-half times your annual salary. 

A good real estate agent or lender can determine how much you can afford and estimate the maximum 

monthly payment based on the loan amount, taxes, insurance and other expenses. Your real estate agent 

can help you to figure out now how your income, debts, and expenses can affect what you can afford, 

and how much you may be able to borrow to purchase a home, and even prepare an estimated 

settlement sheet for homes you like. 

HOW TO BUY 



HOW TO BUY 

Q: Is it best to save for the ultimate dream home or begin with a less expensive starter home? 

 

It can take a long time to save for that perfect dream home. Meanwhile, the market has been flooded 

with some of the most favorable mortgage interest rates in years. Low rates make housing more 

affordable, which is why so many buyers have jumped on the home buying bandwagon. 

 

Home-price appreciation has also been strong, making very solid gains in communities across the 

country. In fact, home prices are expected to increase 2.5 percent to 3 percent annually over the next 

five years.  If you purchase a starter home today, you can potentially begin to build value that can lead to 

the purchase of a larger, or more desirable, trade-up home in the future. 

 

Q: What are the advantages of owning a home? 

 

There are many. Among the most appealing: you own it, which gives you, instead of a landlord, control of 

your living space. Other benefits stem from potential tax savings and the buildup of equity as your 

property likely appreciates in price over time. Equity can be used to help put children through college, 

purchase a second home, or make home improvements. 

 

The mortgage interest paid on a home loan is tax deductible, as is the local property tax. If you get a 

fixed-rate home mortgage loan, you also can invest more wisely knowing your monthly mortgage 

payment, unlike rent, will not change substantially. 

 

Q: What is the first step to buying a home? 

 

Make sure you are ready – psychologically and financially. Ask yourself the following questions: Do I have 

steady income? Is my debt lower than my total income? Do I have enough money to pay for the down 

payment and closing costs? Am I working hard enough to improve bad credit? A house needs constant 

care and attention. Also ask yourself if your budget will allow for unexpected repairs and upkeep. Once 

you can honestly answer “yes” to these questions, you are several steps ahead of the game and that 

much closer to becoming a homeowner. 



HOW TO BUY 

Q: Do I need to be at the inspection? 

 

No, but it is a very good idea to be there. Following the check-over, the home inspector can answer your 

questions and discuss problem areas with you. This is also an opportune time to get an objective opinion 

about the home from someone who does not have emotional or financial ties to the property. 

 

Q: How do I select a home inspector? 

 

Begin by only hiring one who is qualified and experienced, someone who belongs to an industry trade 

group, such as the American Society of Home Inspectors (ASHI). This organization has developed formal 

inspection guidelines and a professional code of ethics for its members. Also, membership in ASHI is not 

automatic; members must have demonstrated field experience and technical knowledge about structures 

and their various systems. 

 

Q: What does a home inspector do? 

 

A home inspector is a paid professional – often a contractor or an engineer – who checks the safety of a 

home. Home inspectors search for defects or other problems that could become your worst nightmare 

later on. They focus particularly on the home’s structure, construction, and mechanical systems.  

 

It is not the inspector’s job to determine whether you are getting good value for your money. He does 

not establish value, only whether the home might collapse in a storm or if the roof might cave in. 

 

A home inspection typically takes place after a purchase contract between the buyer and seller has been 

signed. 



HOW TO BUY 

Q: Is private mortgage insurance necessary? 

 

Lenders require private mortgage insurance (PMI) on most conventional loans with less than a 20 percent 

down payment. They believe there is a correlation between borrower equity and default. They have 

found that the less money borrowers put down, the more likely they are to default on a loan. PMI 

guarantees the lender will not lose money if this happens and a foreclosure is necessary.  The buyer pays 

this insurance, usually a small fee at the outset and a percentage of the face amount of the loan that is 

added to the monthly payment. 

 

What most homeowners do not realize is that the insurance is usually no longer necessary after enough 

equity has built up in the property. Contact your lender if you meet this requirement and want to drop 

PMI.  A precaution: do not confuse PMI with mortgage life insurance. The latter pays all, or a portion, of 

your mortgage in the event of your death. 

 

Q: What about title insurance? 

 

Title insurance protects the lender against unclear title to the property you are buying. It is almost always 

a requirement for closing on a home. If you desire coverage as well, buy an owner’s policy, which will 

protect you against any title-search errors and losses that arise from disputes over property ownership. 

The cost of title insurance is usually a set value per thousand of dollars of the total loan amount. 

 

Q: What does homeowners’ insurance cover? 

 

It protects against disasters – whether natural, manmade or mechanical. A standard policy insures the 

home, as well as your possessions. Because this insurance is packaged, it covers liability for any harm, 

loss, and property damage that you or your family members cause others. And it includes additional living 

expenses in case you are temporarily displaced because of damage from a fire or other insured disaster.  

While you are not legally required to purchase homeowners' insurance, mortgage lenders require you to 

do so." or "mortgage lenders stipulate that you must. If your mortgage is paid up - or you never had one - 

it is still a good idea to have homeowners’ insurance to protect your home and your belongings. 
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What to avoid during the closing process 

Avoid Changing Jobs 
 
A job change may result in your loan being denied, particularly if you are taking a 
lower-paying position or moving into a different field. Don’t think you’re safe 
because you’ve received approval earlier in the process, as the lender may call 
your employer to re-verify your employment just prior to funding the loan. 
 
Avoid Switching Banks or Moving Your Money to Another Institution 
 
After the lender has verified your funds at one or more institutions, the money 
should remain there until needed for the purchase. 
 
Avoid Paying Off Existing Accounts Unless Your Lender Requests It 
 
If your Loan Officer advises you to pay off certain bills in order to qualify for the 
loan, follow that advice. Otherwise, leave your accounts as they are until your 
escrow closes. 
 
Avoid Making Any Large Purchases 
 
A major purchase that requires a withdrawal from you verified funs or increases 
your debt can result in you are not qualifying for the loan. A lender may check your 
credit or re-verify funds at the last minute, so avoid purchases that could impact 
your loan approval. 



About Amie Chen 

Amie Chen is your premier property specialist. With over 10 years of 

experience serving buyers and sellers in Walnut, Diamond Bar, Rowland 

Heights, Chino Hills, Phillips Ranch, Chino, and West Covina, Amie Chen's 

team  offers you unparalleled expertise at any time. 

 

Amie Chen's team provides award-winning VIP service to all of its clients, 

from first-time home buyers and sellers to savvy realty investors. Amie 

Chen's team of qualified Real Estate professionals &  powerful Marketing 

Plans are ready to assist you with any of your Real Estate  needs. Please 

feel free to give Amie a call or send Amie an email when you have  some 

questions, or ready to schedule a free home selling consultation. 
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