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make sure you interview several. If you know someone you have used 
successfully in the past, you may want to consider them. If however they are 
not an expert in the home buying process or lack the experience to do the job, 
consider someone who does specialize in what you need. Get referrals from 

job.

The following are some questions you may want to ask yourself 
before choosing an agent:

-> Do you see yourself doing business with this person?

-> Does this person have knowledge of the current market conditions and is     
      the information available to you? 
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How your Real Estate Agent will assist you:

1. Initial Interview
- Determine your needs, wants and desires in a home.
- Discuss parameters.

2. Pre-Qualify with a Lender

   available. 

3. Site Seeing
- Your Agent will show you available homes that suit your needs.

- Your Agent will educate you about the current market.

- This procedure will take 1-3 hours.
- Your Agent will assist you in delivering your earnest money deposit.

         and your strength as a buyer.

    

7. Escrow

- Earnest money is deposited at this time.
Once the offer is accepted, escrow is opened.

- Escrow orders a Preliminary Title Report (“Prelim”) and sends copies to your agent and  
   lender.
- Escrow instructions are issued to all parties along with the opening package.

8. Loan Application
- A completed loan application is submitted to the lender of your choice with all 
   necessary documentation.

9. Contingency Period
- Buyer receives and approves Seller’s Real Estate Transfer Disclosure Statement.

.- Buyer approves the Preliminary Title Report
- Loan approval, including an appraisal of the property.
- Physical inspections/pest inspections are completed.
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How your Real Estate Agent will assist you:
10. Homeowners Insurance Coverage
- Buyer obtains a Homeowners Insurance Policy for their new home and the insurance    
   information is given to escrow.
- Escrow orders a copy of the homeowner’s insurance policy for the new lender prior to  
   escrow closing.

11. Signing Documents
- Buyer needs to bring current photo ID to sign notarized loan documents.
- Copies of title and lender documents are given to buyer.

12. Down Payment and Closing Funds
-   
   itemizes your costs and advises you of total monies due.
- Buyer provides a cashier’s check several days prior to closing.

13. Funding
- The lender sends funds to Efficient Services Escrow.

The Deed is recorded at the County Recorder’s office by Title.
14. Close of Escrow
-  
   (you will receive the original back from the County Recorder in approximately two     
   months.)
- Keys are transferred from seller to buyer.

15. NOW YOU ARE READY TO MOVE IN.
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asking for interest rate quotes is NOT the best way to select a lender. Here’s why...

1. Interest rates can change daily, so a quote today may not be reality tomorrow.
2. Rates quoted over the phone may not be “locked pricing” and the lender is just trying  
    to get you in the door. This means that rates would be subject to change until 

    of time.
3. The lender knows nothing about your situation or needs and the rate they             
    quote may be for a program that you won’t qualify for.
4.

Competitive rates are important, but when you consider the fact that most lenders get 
their money from the same sources (and therefore have essentially the same rates to of-
fer) you must look at some other factors before choosing a lender. You need a lender who 
works with you and your real estate agent as a team and has the same goal to get your 
loan closed in a timely and professional manner.

Some of the questions to ask a lender should include:
1. Are They a Mortgage Banker/Direct Lender?
    A mortgage banker is a lender who not only originates his own loans, but also    
    underwrites, approves, funds and services them. A mortgage banker has its           
    own money to lend and therefore has the most control over the loan process.

2. Are They a Mortgage Broker?
    A mortgage broker originates loans but does not actually lend the money. 
    The broker will submit the package to an outside source that underwrites and                              

     

3. How long has the Company Been in Business?
    Lenders come and go. Make sure that the company you are dealing with has     
    been around for a while.

4. What is their Reputation within the Real Estate Community?

5. Do they Lock their Interest Rates and for How Long?
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LOAN APPLICATION

PROCESSING

Gathering, analyzing and supporting 
statements from the application

CONTACT ESCROW ORDER & CHECK

CREDIT REPORT

ORDER & CHECK

APPRAISAL

ORDER & CHECK

VERIFICATIONS

ORDER & CHECK MISC.
DOCUMENTATION

UNDERWRITING

In-depth analysis, interpreting
information as it applies to the 

secondary market for saleability

ORDER MORTGAGE

INSURANCE
ANALYZE CREDIT ANALYZE PROPERTY ANALYZE CONDITIONS

CLOSING DEPT./FUNDING

ORDER DOCUMENTS DOCS SIGNED

& REVERIFIED

DOCS RETURNED 
VERIFIED

FINAL CONDITIONS 
TITLE RECORDED

FUNDS REQUESTED
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What is a Point?
One Point is equal to 1% of the NEW loan Amount.

Why do Lenders charge points?
Whenever governmental regulations, state usury law and/or competitive practices prohibit the 
lender from charging a rate of interest, which would make the real estate loan competitive with 

By charging “points”, the lender can bring the real estate loan up to those investments.

Yes. Loan Origination Fee, Commitment Fee, Discount Fee, Warehousing Fee, Funding Fee, etc.

Who must Pay the Points?
FHA: the Buyer is usually charged with the Loan Origination Fee; the Discount Fee can be paid   
            by the Buyer or Seller.
VA: the Buyer is usually charged with the Loan Origination Fee and the Funding Fee.
Conventional: points can be paid by the Buyer, the Seller, or split between the two. State on   
                  Contract of Sale!
City/County/State Government Sponsored Loans: as published by them.

Do the Number of Points Charged Fluctuate?
Yes. If rates on mortgage loans are lower than other investments (such as stocks, bonds, etc.) 
Then funds will be drawn away from the mortgage market. Also, when there is a heavy demand 
upon the money market because of business needs, role requirements or other government 
borrowing, the result is that money for home mortgages becomes scarce and more expensive. 
When this occurs, more points can be charged. Points balance the market. Points are not set by 
government regulation but by each lender individually.

On VA loans, is there any way to Lock in the Number of Points?
Not without jeopardizing the sale. Even when a lender stipulates in writing the number of 
points to be charged, that guarantee states “if the interest rate is not changed by the govern-
ment”. Points charged on an FHA or conventional loan are usually not charged from commit-
ment time to settlement.

Is FHA or VA Financing Unfair to Sellers?
No. Homes can sell faster because more buyers can qualify with the lower down payment 
requirement, lower interest rate, long term loans with lowest monthly payments. Sellers receive 
all cash for their equity to reinvest in a new home or other investment. The purpose of these 
loans is to provide purchasers the opportunity to buy homes with minimal cash investment 
thus providing bigger market sellers.

Are Points Deductible for Income Tax Purposes?
Points on a home mortgage (for the purchase or improvement of, and secured by, the taxpay-
er’s principal residence) are deductible currently if points generally charged in the geographical 
area where the loan is made and to extent of the number of points generally charged in the 
area for a home loan. If you are in doubt about points being deductible you should contact 
your tax return preparer.
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When your loan is submitted for underwriting, it goes directly into the hands of 
an underwriter whose job is to determine your “creditworthiness” or your ability 
to repay the loan. The underwriter takes all of the following into consideration 
when making the decision to approve or disapprove your loan.

Your Employment History
A stable history of employment in the same line of work is considered ideal. Job hopping is not 
looked upon favorably because it may lead to unstable income. However, if you have switched 

Your Income
The underwriter looks carefully at your capacity to repay the loan, Your job stability and gross 

having been received for at least two years to be used for qualifying purposes.

Your Credit History
Your credit history is an indication of your character or your willingness to repay the loan. The 
underwriter looks closely at your past payment record (your credit report) in determining this. 
Any consistent patterns of late payments, collections etc. are not looked at favorably. Bank-
ruptcies generally must be discharged for at least two years with re-established credit and the 
reason for bankruptcy must be fully explained. Good explanations for all derogatory credit will 

Your Assets
The money you have available for a down-payment, closing costs, cash reserves (money left 
over after close of escrow to cover 2-3 months mortgage payments) and other liquid assets 
in your net worth. The underwriter wants to see your ability to save money and manage your 

payment and closing costs is coming from. Cash from “under the mattress” is usually not 
acceptable - they must verify that you have had the money (or the assets) for two or three 

loan.

Your Debts

favorably.

The Property
Because the property is the lender’s collateral for the loan, the value, marketability and condi-
tion of the property are extremely important. The underwriter looks at the appraisal for this 
information.
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Use the following checklist to be sure that you take everything you 
need to make your loan application an easy, hassle-free experience.

1. Purchase Contract (for the purchase of your new home).
2. Sales Contract (If you are selling your present home).
3. All original pay stubs for the last 30 days.
4. If you have real property, they need your most recent 2 years tax returns with            
     all schedules and a current rental agreement.
5. If you are self-employed or receive a 1099, they need your most recent 
     2 
     statement and balance sheet.
6. If you own 25% or more of your corporation, they need the most recent 2    
     years 
     statement and balance sheet.
7. If you are commissioned, they need your most recent 2 year tax returns with        
     all the schedule and year-to-date employee business expenses.
8. Information on residence history for the past 2 years.
9. Information on all outstanding loans and credit cards.
10. Original of the last 3 months bank statements for all accounts.
11. Information on real estate you currently own.
12. Information about other personal property you own.
13. 
14.    
       decree signed by the court.
15. Copy of Driver’s License and Social Security Card (FHA Loans Only).
16. 
17. Check for appraisal and credit report fees. 
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HOW MUCH WOULD YOUR MORTGAGE BE?
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Using Escrow is a way of transferring or exchanging property and or money
using a neutral third party. In many jurisdictions, escrow agents constitute
a distinct profession with its own training and accreditation requirements. In other
jurisdictions, such as Canada, escrow functions may be performed by attorneys. In 

-
tion through the use of licensing and/or bonding.

Escrow is most commonly associated with real estate transactions. When a home 
or property changes hands, the seller of the property transfers the property title 
to Escrow. Similarly, the buyer either transfers funds or has a bank  transfer
mortgage proceeds to Efficient Services Escrow. When all conditions of the 
purchase agreement are met, Escrow assigns the property title to the purchaser
and distributes the funds to the seller.
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WHAT IS - ESCROW

An escrow is created by Escrow when money and/or documents are deposited 
into escrow’s account.  Escrow Holder’s authority is strictly governed by
written instructions, mutually agreed upon by the parties involved. The instructions
direct us to perform duties necessary to complete the transaction. A few of 
the tasks which may be required are:

 -> Receive and deposit earnest money

 

->
 -> Calculate and/or prorate taxes, liens, interest, rents, and
      insurance policies
 -> Make arrangements for title insurance protection for the
                    buyer and lender
 -> Prepare and/or receive documents relating to the escrow
 -> Request and receive funding from new lender when conditions have

 -> Arrange for recording of the conveyance documents and any other
      legal instruments required to transfer title to the property pursuant        
      to the terms of the purchase agreement
 -> Close the escrow and disburse funds as agreed upon in the
      instructions
 -> Prepare a closing statement for the parties showing disposition of
      funds
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What Information is Needed?
 Because many people have the same 

name, 
transaction by determining date of birth, social security number, etc. The 

Hazard/Fire information If you are purchasing a single family, detached home, 

once your loan has been approved. You should immediately begin looking 

Escrow with the insurance agent’s name and phone number so 
that he/she can make sure the policy complies with your lender’s require-
ments. You must have your insurance in place before the lender will fund 
money to the title company.

Holding Title Page 17 shows common ways of holding title to help you under-
stand the criteria for determining how you wish to hold title to your home. 
Escrow will need this information in order to prepare the grant deed, 
and your lender will need this information to prepare loan documents. 

professional before you decide.

What is Close of Escrow?
 buyer. 

Approximately three days before the scheduled close of escrow date, the loan 
documents are executed by the buyer. The new lender takes 24 to 72 hours 

title company. Escrow collects the remainder of the buyer’s down payment
and closing costs. When loan funds are wired, the file is then set up to
record (a legal transfer of title from the seller to the buyer). Escrow then
handles all final accounting, issuance of official closing statements
and disbursement of any remaining proceeds to all parties.

Provide Escrow Holder with the namvide Escrow Holder with the name, add, address and phoneess and phone
number of number of your lender as soon as possible aour lender as soon as possible after opening escer opening escrow.
Provide Escrow Holder with the name, address and phone
number of your lender as soon as possible after opening escrow.
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Home Buyers Guide
WHAT IS - ESCROW IMPOUND ACCOUNT

expenses evenly over 12 payments. For example, assume your yearly property 
taxes are two payments of $1,000 each, and your insurance is $400 annually. If 
you paid these directly, it would mean three large payments a year; your escrow 
costs, however, would be a manageable $200 a month.

Impound Account
In most states, the money you place in an escrow account earns no interest for 
you. For that reason, many borrowers prefer to pay their taxes and insurance 
directly. Lenders may agree to this if your down payment is more than 20 per-
cent, although some will raise your interest rate slightly to compensate. Once 

cancel it, so make sure you fully understand the arrangement before your mort-
gage closes.

The lender may charge you an additional 1/4 point for this option to “waive es-
crows. “This is not an increase in the interest rate, but rather a one-time charge. 
If your loan is for $l00,000.00, for example and you are paying no points, you 
would pay $250.00 for the privilege of waiving the escrow impound account. In 

to pay out any interest accrued on the money.
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Home Buyers Guide
LIFE OF AN - ESCROW

Prepare Escrow Instructions and Documentation.

Obtain Signatures

Process Financing Order Title Search

Request Information for 
New Loan 

Application
Statement

Review Transfer Terms and 
current Payment StatusObtain Loan Approval 

and Determine that 
Terms are Correct

Request Loan 
Documentation

Review and Receive 
Preliminary Title Report

Request Demands and 
Liens. Review Tax Report

Receive Demands 
and File Them

Review File and Determine all 
Conditions have been Met and 
all Documents are Prepared for 

Signatures

d ESCROW

Return Loan 
Documents

Send Documents to 
Title Company

for all Remaining Documents

Obtain Funds from 
Buyer

Request Loan Funds

Once Funds are Received order 
Recording

Close File. Prepare Statements and 
Disburse Funds

Complete Escrow Closing and 
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TITLE INSURANCE - PROCESS

Most mortgage loans are made by savings and loan associations,
mortgage companies, savings banks, commercial banks, credit unions, and
insurance companies. These organizations invest money that belongs to
their customers or policy holders, and so they must be concerned with the
safety of their mortgage investments. This is why a policy of title insurance is 
required by most lenders on most mortgage loans.

The lender’s title insurance policy guarantees the lending institution that
the person to whom it is making a mortgage loan has title to the real estate
that is pledged as security. The lender also needs assurance that it has a
valid and enforceable lien and that no other claimant (other than those

Title Insurance - Step by Step
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16 Step 1: 
              Description & How Title to Real Property Is Held
Step 2: Preliminary Order & Title Search Are Opened
Step 3: Preliminary Search of Real Property Is Done
Step 4: Title Search Examines Real Property Records,
              General Index Records & Tax Record
Step 5: Examiner Reviews Complete Search Package 
              & Writes Preliminary Report
Step 6: Data Processor Enters the Preliminary Title
               Information into Computer & Prepares Preliminary                                
              Report    
Step 7: Messenger Service Delivers Prelims to Escrow &   
               Lenders

Step 8: The New Documents, Demands & Statement of  
               Information Submitted to CalCounties TitleNation                                  
Step 9: Escrow Authorizes Recording of New Documents in         
               the Transaction            
Step 10: 
                 Recording Is Received & Liens of Record Are 

Step 11: 
Step 12: Data Processor Prepares Final Title Policies
Step 13: Title Policies Released to Client
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HOLDING TITLE
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Tenancy in Common Joint Tenancy Community Property Community Property
with rights of survivorship

Parties -
Any number of persons.
(Can be husband & wife)

Parties -
Any number of persons.
(Can be husband & wife)

Parties -
Only husband and wife.

Parties -
Only husband and wife.

Division -
Ownership can be divided into 
any number of interests, equal 
or unequal.

Division -
Owner interests
must be equal.

Division -
Ownership & managerial inter-
ests are equal.

Division -
Ownership & managerial inter-
ests are equal.

Title -
Each co-owner has a
separate legal title to his
or her undivided interest.

Title -
There must be unity of title 
and time (created in one 
document).

Title - 
Title is in the “community.” 
Each interest is separate but 

Title -
Title is in the “community. “Each 
interest is separate but

must state community property 
with right to survivorship.

Possession -
Equal rights of 
possession.

Possession -
Equal rights of 
possession.

Possession -
Both co-owners have equal 
management and control

Possession -
Both co-owners have equal 
management and control

Conveyance -
Each co-owner’s
interest may be
conveyed separately
by its individual owner.

Conveyance - 
by one co-owner
without the others will 
terminate that individual’s 
joint tenancy.

Conveyance - 
Written consent of other 
spouse is required, and 
separate interest cannot be 
conveyed except upon death.

Conveyance - 
Written consent of other 
spouse is required, and 
separate interest cannot be 
conveyed except upon death.

Purchaser’s -
will become a tenant-in
-common with the other 
property co-owners.

Purchaser’s -
will become a tenant-in
-common with the other 
property co-owners.

Purchaser -
can acquire title from the 
community with written 
consent or joinder of both 
spouses.

Purchaser -
can acquire title from the 
community with written 
consent or joinder of both 
spouses.

Death -
On co-owner’s death, his or
her interest passes by will
to that person’s devisees or
heirs. No survivorship right.

Death -
On co-owner’s death, his
or her interest ends and
cannot be disposed of by
will. Survivor(s) own(s) the
property. 

Death -
Upon death of one spouse, 
50%belongs to surviving 
spouse, 50% goes by will to 
descendent’s devisees or by 
succession to surviving spouse.

Death - 
Upon death of one spouse, his 
or her interest ends and cannot 
be disposed of by will. Survivor 
owns the property 100%. 

Successor -
Devisees or heirs become
tenant-in-common.

Successor -
Last survivor owns
property 100%.

Successor -
If passing by will, tenancy-
in-common between devi-
sees and survivor results.

Successor -
Purchaser can only acquire
whole title of community;
cannot acquire a part of it.

Creditor’s -
Co-owner’s interest may
be sold on execution sale
to satisfy his or her creditor.
The creditor becomes a
tenant-in-common.

Creditor’s -
Co-owner’s interest may
be sold on execution sale
to satisfy his or her creditor.
The creditor becomes a
tenant-in-common.

Creditor’s -
Property of community is liable
for contracts of either spouse
which were made after marriage
and prior to or after Jan. 1, 
1975. Co-owner’s interest can-
not be sold separately; whole 
property may be sold on execu-
tion to satisfy creditor.

Creditor’s -
Property of community is liable
for contracts of either spouse
which were made after marriage
and prior to or after Jan. 1, 1975. 
Co-owner’s interest cannot be 
sold separately; whole property 
may be sold on execution to 
satisfy creditor.

Presumption -
Favored in doubtful
cases, except in husband
and wife case.

Presumption -
Must be expressly stated.
Not favored.

Presumption -
The legal presumption is
that property which has
been acquired during the
course of the marriage is
community property.

Presumption -
After July 1, 2001, there is no
presumption. The code reads
that deeds must state
“community property with
the right of survivorship.”
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PAYMENT PROCEDURE

associated with a purchase of real estate. However, many of these items can 
-

Buyer Usually pays for:
1. Escrow fees
2. Document preparation (if applicable)
3. Notary fees
4. Recording charges for all documents in buyer’s name
5. Termite inspection (according to contract)
6. Tax proration (from date of acquisition)
7. Homeowner’s transfer fee
8. All new loan charges (except those required by lender for seller to pay)
9. 
10. Assumption/Change of Records fees for take-over of existing loan
11. 
12. 
13. Home Warranty (according to contract)
14. Lender’s policy
15. 

Seller Usually pays for:
1. Real estate commission
2. Escrow fees
3. County documentary transfer tax (55 cents per $500 of consideration, exclusive of the      
    value of any lien or encumbrances attaching to the property at time of sale)
4. Applicable city transfer/conveyance tax (according to contract)
5. Document preparation fee for deed
6.  
    loan balance if being assumed by buyer)
7. 
8. Statement fees, reconveyance fees and any prepayment penalties
9. Termite inspection (according to contract)
10. Termite work (according to contract)
11. Home warranty
12. Any judgments, tax liens, etc., against the seller
13. Tax proration (for any taxes unpaid at time of transfer of title)
14. Any unpaid homeowner’s dues
15. Recording charges to clear all documents of record against selle
16. Any bonds or assessments (according to contract)
17. Any and all delinquent taxes
18. Notary fees - escrow fee
19. Title insurance premium: Owner’s policy
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When buying a home, whether it be new or used is a big investment. That’s why 
making sure you check for any error and inaccuracies inside and outside of the  
home is a big deal.  You can hire an inspector to check the home with you to 
insure any questions or demands that might be needed.

New Home Updates

your liking is another step into securing your investment. 

Questions to ask your Real Estate Agent
1. Has the home been fumigated?
2. Has the plumbing and drainage system been inspected by a Plumber?
3. Are the sprinklers and lights in full working condition?
4. Has the carpet been updated?
5. Has the paint been updated?
6. Has the roof been updated for rainy weather conditions?
7. Has the electrical system in the home been inspected by an Electrician?
8. Is the heating and air conditioning system In full working condition?
9. Are the windows in full working condition?
10. Are all appliances in full working condition?

Used Home Updates
As provided by your Agent, the updates and improvements to your new home 
should also be reviewed by yourself. Not looking for errors can be a huge head 
ache in the future, as things like plumbing, Heating, Cooling and Fixtures can 
bring forth a costly problem if not examined properly.
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FHA, VA SPECIAL LOAN - INFORMATION
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income buyers, the only way into the home market is through loan programs sponsored by the 

many as rising home prices outpaced incomes. To bridge these gaps, the government loosened 
requirements for FHA and VA loans, and numerous new programs sprang up sponsored by enti-
ties ranging from secondary market mortgage investors Fannie Mae and Freddie Mac and hous-

The FHA and the VA, and, within its sphere, the old Farmers Home Administration
(now the Rural Housing and Community Development Service), are the old hands of government 

FHA-Insured: Family housing expenses should not exceed 29% of gross income;
-

ables; down payments of 5 % or less; interest rates up to 1 % less than market; no prepayment 
penalty; assumable; most closing costs can be included in loan; borrower must buy mortgage 
insurance (2.25% of loan up front with .5% of balance for set number of years after); impound 
accounts required; loan amount limited to 95 % of local median home price or 75% of loan limit 
set by FreddieMac ($160,950 in high-cost areas); available through mortgage brokers and FHA 
approved.

Lenders
VA-Guaranteed: 
eligibility from the VA and reservists are eligible. Fixed or adjustable loans; no down payments; no 
prepayment penalty; assumable; loan amount limited to $203,000 (VA guarantee covers $50,750 
on loans over $144,000); available through mortgage brokers and VA-approved lenders. 

mortgages.
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Property tax is a tax administered by local government districts. Tax rates vary 
from county to county and are based on a predetermined percentage of an 
annually assessed value of each individual property. Property taxes are paid in 
biannual installments.

Paying Property Taxes On Your Newly Purchased Home
 when you close escrow 

on your new home. If your property is in escrow, and the sellers have just paid property taxes, 
then your agent should request proof of payment. Because it can take up to six weeks for a 
property tax payment to post, the preliminary title report may show that property taxes are 
still due. Proof of property tax payment by the seller will allow escrow to close successfully 
without a potential tax hold. If you purchased your property between January and October, 
your property tax bill may be forwarded to the seller’s new address. If you do not receive your 
property tax bill by the middle of October, contact your County Tax Collector and request that 

-
ment by the November 1st due date, even if you have not received a tax bill from the county. 
Refer to the tax calendar on page 25 to help you keep track of important property tax duedates 
and the penalties for delinquent payments. If you close escrow near December 10th, and the 
seller has not yet paid property taxes, then the seller will need to make a check payable to 
the Tax Collector and forward it to the escrow holder. The escrow holder will see that the title 
company forwards it to the County. If the check does not clear by the escrow close date, then a 
hold may be required.

What Is an Impound Account?
An impound account is a convenient way for borrowers to ensure that their property tax and 
insurance payments are paid in a timely manner. Your lender can set up an impound account 
which will allow them to collect property tax and hazard insurance payments from you on a 
monthly basis. The impound payment is collected with your monthly mortgage principal and 
interest payment and is calculated by taking your yearly tax and annual insurance payment 
and amortizing it over 12 months, along with a mandatory pad of at least two additional 
months worth of payments for each. The lender will pay the County Tax Collector and the
insurance company directly by drawing the property tax and the insurance premium from 
the account when the property tax installments are due (November and February) and when 
the insurance premium is due.
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Supplemental Property Tax
 is part of an 

ambitious drive to aid California’s public school system. If you plan on purchasing or 

time tax which dates from the time you take ownership of your property or complete 
construction until the end of the tax year on June 30.

How Will The Amount of My Bill Be Determined?
There is a formula used to determine your tax bill. Supplemental property tax is based 

and the newly assessed value when purchased by you. If you are building a home, 

a home was constructed and the new property value after a home is built. The total 
supplemental assessment will be prorated, based on the number of months remaining 
until the end of the tax year, June 30.

Will My Supplemental Taxes Be Prorated In Escrow?
 the actual date you 

take ownership of property, it will be billed to you by your County Controller/Tax Collec-
tor.

When and How Will I Be Billed?
You will be advised of your supplemental assessment amount when your property is 
appraised during the lending process. You will then have an opportunity to discuss 

Appeal. Your county will then calculate your supplemental tax and mail you a bill. This 
can happen anywhere from 3 weeks to 6 months after close of escrow. A lien is put 
on your property for the supplemental taxes, so be sure to pay your taxes by the date 
noted on your supplemental tax bill.



PMI is an abbreviation for Private Mortgage Insurance. This is special insurance that 
lenders force higher risk borrowers to pay to protect the interests of a bank in case 

borrowing more than eight percent of your home’s fair market value.

Try to avoid PMI at all costs. Don’t be afraid of taking out a second mortgage to buy 
your home; don’t be afraid to borrow your down payment. PMI is just money out the 

get PMI removed from your mortgage once you reach a goal of twenty percent in 
equity. If you have PMI already, work hard to get it removed.

The Purpose for Private Mortgage Insurance (PMI)
This is insurance for the lender that is now necessary because so many people default on their 
mortgage loans. 
insurance, lenders would be far less likely to lend so much money at such low interest rates. After all, 
no lender likes high risk borrowers and folks who don’t have twenty percent to put down seem risky. 

away, but your low interest rate won’t.

Watch home values in your area. If your home has substantially increased in value, consider getting 
an appraisal done of your home to back up your assertion of the increased value. With that data, you 
can ask your lender to remove PMI. 

Watch the numbers – if you know you now have at least twenty percent invested in your home 

because of extra payments towards your principle, call your lender. If they see the numbers as well, 
they will appraise the home again and you’ll most likely be out from under PMI.

Removing PMI (Private Mortgage Insurance)

Home Buyers Guide
What is - PMI
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Mello-Roos and Assessment Districts are special tax districts, created by 
the California State Legislature in 1982. These districts collect funds to 
pay for the vital facilities a new home community needs - such as streets, 
schools, water, drainage, parks, sidewalks, median landscaping, and sewer 
systems - which otherwise might not be available to initial homeowners 
in the community.

An Assessment District or Mello-Roos District is formed by the local gov-
ernment and can include the City Council, Board of Supervisors, or School 
Districts. They issue bonds (which are essentially loans) to fund the com-
munity's facilities. To repay the bonds, homeowners will pay assessments, 
which will be added to their annual property tax bill. Each community 
has its own rate and assessments can increase or decrease. Depending 
on where your home is located, you might have the option of paying the 
assessment in one lump sum. In some cases, your assessments may be 
considered tax deductible. Check with your tax counselor. This explana-
tion is a summary and not intended to take the place of the more detailed 
explanations and legal disclosures that you're entitled to. When you make 
your home purchase, you'll receive complete information on Mello-Roos 
and Assessment Districts. 

Home Buyers Guide
WHAT IS - MELLO-ROOS
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PROPERTY TAX - CALENDAR

Mark your Calendars

JANUARY FEBRUARY MARCH APRIL

MAY JUNE JULY AUGUST

SEPTEMBER OCTOBER NOVEMBER DECEMBER

JANUARY 1ST
Tax Assessment Date

FEBRUARY 1ST 
2ND TAX INSTALLMENT DUE

FEBRUARY 10TH

LAST DAY TO FILE EXEMPTION 100%

MARCH 1ST
Taxes on unsecured roll

APRIL 10TH 
2ND TAX DELINQUENT: ADD 10% PENALTY 
AND $10.00 ADDITIONAL FEE.

PENALTY AND FEE VALID FROM
 

APRIL 10TH TO JUNE 30TH

JULY 1ST 
1ST OR 2ND TAX DELINQUENT: ADD 10% 
PENALTY AND $15.00, PLUS AN AD-
DITIONAL 1.5% PER MONTH.
JULY 1ST - NEW PROPERTY VALUE

FEBRUARY 1ST 
1ST TAX INSTALLMENT DUE

DECEMBER 1ST
LAST DAY TO FILE EXEMPTION 80%
DECEMBER 10TH

1ST TAX DELINQUENT: ADD 10% PENALTY 
AND $10.00 ADDITIONAL FEE.

  3             4

        9           

       16 17          

       23 24          

         7 8

        14 15

        21 22
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Acknowledgement: A formal declaration made before an 

executed (signed) a document, that such execution is his/her own 
act and deed. In most instances a document must be acknowl-
edged (notarized before it can be accepted for recording).
Adjustable Rate Mortgage (ARM): A mortgage with an 
interest rate that changes over time in line with movements in the 
index. ARMs are also referred to as AMLs (Adjustable mortgage 
loans) or VRMs (Variable Rate Mortgages).
Adjustment Period: The length of time between interest rate 
changes on an ARM. For example, a loan with an adjustment 
period of one year is called a one-year ARM, which means that 
interest rate can change once a year.

 A sworn statement in writing, made before an autho-

ALTA: Abbreviation for the American Land Title Association.
Amortization: Repayment of a loan in equal installements of 
principal and interest, rather than interest-only payments.
Amortized Loan: and 
principal, by a series of regular payments that are equal or nearly 
equal. Also called a Level Payments Loan.
Annual Percentage Rate (APR): 
(interest, loan Fees, points) expressed as a percentage of the loan 
amount.
Appraisal: The act of process of estimating value of real estate or 
any interest therein.
Appreciation: An increase of value of real estate.
Assessments: 
taxes) imposed on real property to pay for public improvements 

Assumption of Mortgage: A buyer’s agreement to assume 
the liability under an existing note that is secured by a mortgage 
or deed of trust. The lender must approve the buyer in order to 
release the original borrower (usually the seller) from liability.
Attorney-in-Fact: An agent authorized to act for another under 
a power of attorney.
Ballon Payment: A lump Sum principal payment Due at the end 
of some mortgages or other long-term loans.

As used in a trust deed, the lender is designated as 

Binder: 
money request. A binder is the acknowledgement of a deposit 
along with a brief written agreement to enter into a contract for 
the sale of real estate.
Cap: The limit on how much an interest rate or monthly pay-
ment can change, either at each adjustment or over the life of the 
mortgage.
CC&R: Covenants, Conditions and Restrictions. A document that 
controls the use, requirements and restrictions of a property.

 A document that 
establishes the maximum value and loan amount for a VA guaran-
teed mortgage.
Closing: tween 
buyer and seller.
Closing Statement: 
accounts for all of the funds received and expected at the clos-
ing, including deposits for taxes, hazard insurance, and mortgage 
insurance.
Condominium: A form of real estate ownership where the own-
er receives title to a particular unit and has a proportionate join 
ownership of common area of the structure and the land interest. 
The unit itself is generally a separately owned space whos interior 

Contingency: -
tract is binded. For instance, a sale agreement may be contingent 

Conventional Mortgage: A mortgage securing a loan made 
by investors without governmental underwriting, i.e., which is not 
FHA insured or VA guaranteed.
Conversion Clause: A provision in some  ARMs that enables 

-

may cost extra.
Cooperative: A form of multiple ownership in which a corpora-
tion or business trust entity holds title to a property and grants 
occupancy rights to share-holders by means of property leases or 
similar arrangments.

-

CRB: 

Residential Division courses.
Deed: Written instrument which, when properly executed and 
delivered, conveys title.
Deed of Trust: Written instrument by which title to land is trans-
ferred to a trustee as security for a debt or other obligation, Also 
called Trust Deed. Used in place of mortgages in many states.
Deposit Receipt: Used when accepting “Earnest Money” to 

terms of a contract.
Discount Points: Additional charges made by a lender at the 
time a loan is made. Points are measured as a percent of the loan, 
with each point equal to one percent. These additional interest 
charges are paid at the time a loan is closed.
Due-On-Sale Clause: An acceleration clause that requires full 
payment of a mortgage or deed of trust when the secured proper-
ty changes ownership. The seller or escrow agent by the purchaser 
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Earnest Money: The portion of the down payment delivered to 

evidence of good faith.
Easement: The interest or value which an owner has in real 
estate over and above the liens against real property.
Equity: The interest or value which an owner has in real estate 
over and above the liens against real property.
Escrow: A procedure in which a third party acts as a stakeholder 
for both buyer and the seller, carrying out both parties instruc-
tions and assuming responsibility for handling all of the paper-
work and distribution of funds.
Federal National Mortgage Association (FNMA): 
Popularly known as Fannie Mae. A privately owned corporation 
created by Congress to support the secondary mortgage market. 
It purchases and sells residential mortgages insured by FHA or 
guaranteed by the VA, as well as conventional home mortgages.
Fee Simple: An estate in which the owner has unrestricted 
power to dispose of the property as he wishes, including leaving 
by will or inheritance. It is the greatest interest a person can have 
in real estate.
FHA Loan: A loan which has been insured by the Insuring Of-

Federal Housing Administration guaranteeing its payment in case 
of default by the owner.
Finance Charge: The total cost a borrower must pay, directly or 
indirectly, to obtain credit according to Regulation Z.
Graduated Payment Mortgage: A residential mortgage with 
monthly payments that starts at a low level and increases at a 
predetermined rate.
Grant: A transfer of real property.
Grantee: The person to whom a grant is made.
Grantor: The person who makes a grant.
GRI: Graduate Realtors Institute. A professional designation 
granted to a member of the National Association of Realtors who 
have successfully completed three courses covering law, Finance 
and Principles of Real Estate.
Home Inspection Report: 
property’s overall condition. The report usually includes an evalua-
tion of both the structure and mechanical systems.
Home Warranty Plan: Protection against failure of mechanical 
systems within the property. Usually includes, plumbing, electri-
cal, heating systems and installed appliances.
Impound Account: Funds retained by a lender to cover such 
items as taxes and hazard insurance premiums.
Index: A measure of interest rate changes used to determine 
changes in ARM’s interest rate over term of the loan.
Joint Tenancy: An equal, undivided ownership of property by 
two or more persons. Upon the death of any owner, the survivors 
take the descendant’s interest in the property.

Land Contract: A contract ordinarily used in connection with 
the sale of the property, in cases where the seller does not wish to 
convey title until all or a certain part of the purchase price is paid 
by the buyer.
Lien: A form of encumbrance which usually makes property 
security for the payment of a debt of discharge of an obligation. 
Example: Judgements, Taxes, Mortgages, Deed of Trusts, etc.
Loan Commitment: A written promise to make a loan for a 

LTV Ratio: The relationship between the amount of the mort-
gage and the appraised value of the property expressed as a 
percentage of the appraised value.
Margin: The number of percentage points the lender adds to the 
index rate to calculate the ARM interest rate at each adjustment.
Marketable Title: Title free and clear of objectionable liens or 
encumbrances.
Mortgage: An instrument recognized by law, by which property 
is hypothecated to secure the payment of debt or obligation; pro-
cedure for foreclosure in event of default is established by statue.
Mortgage Banker: A company or individual engaged in the 
business of originating mortgage loans with its own funds, selling 
those loans to long-term investors, and services the loans for the 
investor until they are paid in full.
Mortgage Life Insurance: A type of term life insurance often 
bought by mortgagors. The coverage decreases as the mortgage 
balance declines. If the borrower dies while the policy is in force, 
the debt is automatically covered by insurance proceeds.
Negative Amortization: Negative amortization occurs when 
monthly payments fail to cover the interest cost. The interest that 
isn’t covered is added to the unpaid balance, which means that 
even after several payments you could owe more that you did at 
the beginning of the loan. Negative amortization can occur when 
ARM has a payment cap that results in monthly payments that 
aren’t high enough to cover the interest.
Origination Fee: A fee or charge for work involved in evalu-
ating, preparing, and submitting a proposed mortgage loan 
charged the borrower by the lending institution. the fee is limited 
to one percent for FHA and VA loans.
Personal Property: Any property which is not real property, 
(e.g., money, savings accounts, appliances, cars, boats, etc).
PITI: Principal, Interest, Taxes, Insurance.
Planned Unit Development (PUD): A zoning designation for 
property developed at the same or slightly greater overall density 
than conventional development. Uses may be residential, com-
mercial or industrial.
Point: An amount equal to one percent of the principal amount 
of the investment or note.
Prepayment Penalty:  A fee charged to a mortgagor who pays 
a loan before it is due. Not allowed for FHA and VA Loans.



Private Mortgage Insurance (PMI): Insurance written by a 
private company protecting the lender against loss if the bor-
rower defaults on the mortgage.
Promissory Note: Following a loan commitment from the 
lender, the borrower signs a note promising to repay the loan 
under stipulated terms. The promissory note establishes personal 
liability for its repayment.
Purchase Agreement: A written document in which the pur-
chaser agrees to buy certain real estate and the seller agrees to 
sell under stated terms and conditions. Also called a sales con-
tract, earnest money contract or agreement of sale.
Real Property:
annexation, is part of it.
Realtor: A real estate broker or associate active in a local real 

Recordation: -
corder.
Regulation Z: The set of rules governing consumer lending 
issued by the Federal Reserve Board of Governors in accordance 
with the Consumer Protection Act.
Special Assessment: Legal charge against real estate by a pub-
lic authority to pay cost of public improvements such as: street 
lights, Sidewalks, Street Improvements, etc.
Sub-Division: A parcel of land that has been divided into 
smaller parts.
Tenancy in Common: A type of ownership by two or more 
persons who hold undivided interest; without rights of survivor-
ship; interests need not be equal.
Title: Evidence of a person’s right or the extent of his interest in 
property.
Title Insurance Policy: A policy that protects the purchaser, 
mortgagee or other party against losses.
Trust Account: An account separate and apart - physically seg-
regated from broker’s own  - in which broker is required by law to 
deposit all funds collected for clients.
VA Loan: A loan that is partially guaranteed by the Veterans 
Administration and made by a private lender.
Veterans Administration: An independent agency of the fed-
eral government created by the servicemen’s readjustment act of 

-
cilitate the adjustment of returning veterans to civilian life. Among 

lender against loss on these higher-risk loans. 
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5582 McFadden Avenue

Hunt ington Beach, CA 92649

USA NATIONAL TITLE COMPANY

Off ice : 714.908.5220

Tol l  Free: 866.908.5220

Fax: 714.908.5239

E-mai l : info@usanat ionalt i t le .com
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