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GLOSSARY OF REAL ESTATE TERMS

The contents and information contained herein and accessible through the LandAmerica Financial Group, Inc. 
website (www.landam.com) have been obtained by LandAmerica from sources believed to be reliable and accurate. 
However, the content and information may become outdated or subject to change. Thus, LandAmerica does not 
guarantee the accuracy, adequacy, or completeness of any information contained herein or accessible through said 
website.

Some of the glossary terms in this section are from 1031 Tax Deferred Exchange in a Nutshell by Jeremiah M. Long 
and are reprinted with permission.

LandAmerica and its subsidiaries are registered trademarks of LandAmerica Financial Group, Inc. © 2005-2006 
LandAmerica Financial Group, Inc. Content contained in this booklet cannot be edited or reproduced in any form 
without permission in writing from LandAmerica. All information contained herein is for informational purposes and is 
not intended to offer advice - legal, fi nancial, or otherwise - about specifi c situations or problems. Your title insurance 
policy contains terms and conditions that may limit or restrict coverage. Consult your attorney for specifi c advice 
regarding your legal rights.

The real estate industry has its own unique language and without some knowledge of this language you may fi nd 
yourself a bit confused if you become involved in a real estate transaction. With this in mind, LandAmerica has 
compiled the following glossary of terms commonly used in the real estate industry, a handy reference to provide an 
understanding of basic real estate words and phrases.
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Glossary of Real Estate Terms

Abstract (of title) - A history of all transactions shown in the public records affecting a particular tract of land.  

Acceleration clause - A provision in a promissory note that specifi es conditions under which the lender may advance the 
time when the entire debt which is secured by the mortgage becomes due.  

Accommodator - Same as intermediary, accommodator or facilitator. The party who facilitates a tax-deferred exchange by 
acquiring and selling property in an exchange to aid the taxpayer in complying with Section 1031 and all applicable rules.  

Acknowledgment - A formal declaration before an authorized offi cer (usually a notary public) by a person who has signed 
an instrument that such signing is the individual’s act.  

Adjustable rate mortgage (ARM) - Mortgage loans under which the interest rate is periodically adjusted, in accordance 
with some market indicator, to more closely coincide with the current rates. See also graduated payment mortgage.  

Adjusted basis -  The cost of the property adjusted for any capital improvements or depreciation. To calculate the adjusted 
basis, take the basis (the cost of the property) and add the cost of any capital improvements made to the property during 
the taxpayer’s ownership, and subtract any depreciation taken on the property during the same period. 

Administrator - A person appointed by a court to take possession of the property of a person who died without leaving a 
will, to pay debts and to distribute the property to those entitled to it according to law. 

Adverse possession - The possession, by one party, of land belonging to another in a manner deemed adverse to the 
interest of the record owner.  

Affi ant - One who swears to or affi rms the statement in an affi davit.  

Affi davit - A written statement made under oath before a notary public or other judicial offi cer.  

Affi rmative coverage - Provisions in title insurance policies by which the insurer agrees to indemnify against loss due to 
specifi c risks generally not covered by policies.  

Agreement - A legally binding contract made between two or more persons.  

“Alderson” simultaneous exchange (1963) - This method of completing the transaction utilizes the cash buyer (Party C) 
of the relinquished property as the accommodator. On the day of closing, C will buy the replacement property from B with 
cash. B has what they want (cash), however, C does not want the replacement property; C wants the relinquished property. 
Here, Party A exchanges the relinquished property with C for the replacement property. 

All-inclusive rate - A premium for title insurance that includes the cost of title search and title examination, as well as the 
risk premium. In some localities, title insurance is priced with an all-inclusive rate, in others, the policy is priced with a risk 
rate, and the cost of search and examination is separately priced.  

ALTA (American Land Title Association) - The trade association of the title insurance industry, which has adopted certain 
insurance policy forms to standardize coverage on a national basis.  

Amortization (amortize) - Reduction of the principal of a debt in regular, periodic installments.  

Appraisal - A report from an independent third party detailing the estimated value of real estate.  

Approved attorney - An attorney approved by a title insurance company as one whose opinions of title will be accepted 
by the company and relied upon for the preparation of title insurance policies.  
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Appurtenance - A right or privilege that is attached to another property and is conveyed with it. See also easement and 
encroachment.  

Assessed valuation - The valuation placed upon land for purposes of taxation.  

Assessment - The valuation of real estate for the purpose of taxes or special improvement charges. Special improvement 
charges are usually for the costs of streets, sidewalks, sewers, etc.  

Assignment - The act of transferring certain interests in real estate from one party to another, like a mortgage or leasehold 
interest.  

Assumption of mortgage - An obligation undertaken by a new purchaser of land to be liable for payment of an existing 
note secured by a mortgage.  

Attorney in fact - A person who holds a power of attorney from another to execute specifi ed documents on behalf of the 
seller of the power.  

Attorney’s opinion - A statement by an attorney as to the validity of a title, arrived at after investigation of the history of 
the title as recorded in the public records.  

“Back Leg” reverse exchange - The Exchange Accommodation Titleholder (EAT) acquires and holds title to the 
replacement property and “parks” this replacement property for up to 180 days, which allows the taxpayer to fi nd and 
transfer the relinquished property to a third party buyer. The taxpayer can “use” (lease) the property that is parked with the 
EAT.

Back title letter (also called “back title certifi cate” or “starter”) - When titles previously have been examined up to 
a certain date by reliable examiners, title companies sometimes give subsequent examiners of such titles a letter that sets 
forth the condition of the title at the time of the previous examination and authorizes them to begin their subsequent 
examination with the terminal date of the previous examination.

“Baird” simultaneous exchange (1962) - This method of completing the transaction utilizes the seller of the replacement 
property (Party B) as the accommodator. On the day of closing, A will transfer the relinquished property to B, the 
replacement property owner, in exchange for the replacement property. Party A has what they want; however, Party B has 
the relinquished property, which B does not want. Party B must now sell the A property to C for cash. In this way, B receives 
the cash directly from C and A has no actual or constructive receipt of the funds. 

Balloon note - A promissory note with amortization payments scheduled for a long term, usually 30 years, but maturing in 
a shorter term, often fi ve to seven years. It requires a substantial fi nal balloon payment for the remaining principal. 

Bankruptcy - A federal court proceeding under the U.S. bankruptcy laws where an insolvent debtor either has its estate 
liquidated and its debts discharged or is allowed to reorganize its affairs under the protection of the bankruptcy court. 

Base title (also called a “basic title”) - Title to an area or tract out of which parts are subsequently conveyed or from 
which a subdivision or development is made. 

Basis - The starting point for determining gain or loss in any transaction. In general, basis is the cost of the taxpayer’s 
property. 

Basis in the replacement property - The basis of the taxpayer’s relinquished property with appropriate adjustments. 

Benefi ciary (of a trust) - A person designated to receive benefi ts from a trust estate. 
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Bond - (1) A surety insurance agreement under which one party agrees to pay, within stated limits, fi nancial loss caused to 
another by specifi ed acts or defaults of a third party. (2) An interest-bearing security evidencing a long-term debt, issued by 
a government or corporation, and sometimes secured by a lien on property. 

Boot - All property given or received in an exchange which is not like kind. In an exchange of real property, any 
consideration received other than real property is non-like kind and is considered boot. (See also cash boot and mortgage 
boot.) 

Building codes - Local or state laws that control accepted building and construction ractices.  

Building lines (also called “setback lines”) - Lines fi xed at a specifi ed distance from the front or sides of a lot or at a 
certain distance from a road or street. No building on the lot may project outside the area defi ned by the building lines. 

Cash boot - Cash or anything else of value received.  

Certifi cate of title - A certifi cate issued by a title examiner stating the condition of a title. 

Chain and link - In real estate measurements (surveying), a chain is 66 feet long or 100 links, each link being 7.92 inches.  

Chain of title - The history of successive ownership and transfer in the title to a tract of land. 

Claim - An adverse right or interest asserted by one party against another or against an insurer or indemnitor.  

Clear title - Real property ownership free of liens, defects, encumbrances, or claims. 

Closing (also called “settlement”) - The completion of a real estate transfer, where the title passes from seller to buyer, or 
a mortgage lien is given to secure debt.  

Closing costs - Miscellaneous expenses involved in closing a real estate transaction over and above the price of the land. 

Clouded title - A land title having an irregularity, possible claim, or encumbrance that, if valid, would adversely affect or 
impair it. 

Coinsurance - Two or more title insurance policies issued by different insurers, each covering a portion of the same risk, 
which together provide total coverage of the risk.  

Collateral - Marketable real or personal property which a borrower pledges as security for a loan.  

Build-to-suit (construction) exchange - A build-to-suit (or construction) exchange allows improvements or repairs to be 
made on a replacement property before it is transferred to the taxpayer.  

Buyer - The person who wants to acquire the exchanger’s property. 

Commitment - A document issued by a title insurance company that contains the conditions under which a policy of title 
insurance will be issued.  

Common elements (also called “common area”) - In condominiums and cooperatives the common elements are 
everything except units. In a planned community, it is land owned by the community association.  

Common interest community - Real estate that a person, by virtue of their ownership of a unit, is obligated to pay for real 
estate taxes, insurance premiums, maintenance, or improvement of other real estate described in a declaration.  

Community property - The law in some western states that recognizes all property acquired by a husband and wife, 
or either, during marriage (except property specifi cally acquired by a husband or wife as separate property), as owned in 
common by both of them. 
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Condemnation - The taking of private property for a public purpose with compensation to the owner under the right of 
eminent domain. Governmental units, railroads and some utility companies have the right to condemn and take private 
property.  

Condominium - A statutory form of real estate development of separately-owned units and jointly-owned common 
elements in a multi-unit project. See also cooperative, common interest community, or planned unit development.  

Consideration - Anything of legal value that encourages someone to enter into a contract.  

Construction disbursement service - A direct payment plan for disbursement of construction loans and equity funds 
through the title insurance company as an independent escrow agent to subcontractors and suppliers upon approval of the 
owner, general contractor, and lender. 

Construction fi nancing - A loan made to fi nance construction of improvements on land. 

Constructive notice - A presumption in law that prevents a party from denying knowledge of facts where the party has a 
duty to inquire.  

Contract of sale - Agreement by one person to buy and another person to sell a specifi ed parcel of land at a specifi ed 
price.  

Conveyance - The transfer of title to property from one person to another.  

Cooperative - An apartment building owned by a corporation that gives possession to individual apartments by proprietary 
leases appurtenant to shares of the stock of the corporation. Transfer of title to the shares transfers the lease. See also 
condominium, common interest community, and planned unit development.  

Cotenancy - Ownership of an interest in a particular parcel of land by more than one person. 

Covenant - A formal agreement or contract between two parties in which one party gives the other certain promises 
and assurances in a warranty deed. It is often used to indicate a single promise within an agreement that contains several 
promises.  

Declaration - The document that establishes a condominium, cooperative, or planned community and describes the most 
important property rights of the unit owners.  

Dedication - The setting aside of certain land by the owner and declaring it to be for public use, e.g., streets, sidewalks, 
and parks in a development.  

Deed - An instrument for conveying real estate.  

Deed of trust - A form of security instrument for mortgage loans.  

Deed restriction - A covenant contained in a deed imposing limits on the use or occupancy of the real estate, or the type, 
size, purpose or location of improvements to be constructed on it. 

Default - A failure to meet legal or contractual obligations.  

Defect - An imperfection or defi ciency. 

Deferral - The substitution of, or carrying over of, the basis of the taxpayer’s relinquished property to the replacement 
property, making any necessary adjustment for additional consideration paid.  

Defi ciency judgment - When the proceeds from a foreclosure sale are less than the amount due on the debt.  
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Delayed exchange/deferred exchange (aka Starker Exchange) - The taxpayer disposes of the relinquished property on 
one day, and then has up to 180 days from that date (or the due date of taxpayer’s income tax return, including extensions, 
whichever event occurs fi rst) to acquire the replacement property. The transaction must be an exchange of property for 
property, and not a sale of property for money that is used to acquire replacement property. An exchange occurs when the 
taxpayer (through the use of a Qualifi ed Intermediary) conveys relinquished property to the same party from whom the 
taxpayer acquires the “replacement property.” 

Advantages of a Deferred Exchange: 
More completed transactions. Less stress because you do not have to close concurrently. Fewer contingencies: the taxpayer 
has already disposed the relinquished property prior to acquiring the replacement property. Complex exchanges are broken 
into simpler parts—especially helpful in multi-property and/or multi-state exchanges. Utilizes the expertise, experience and 
scrutiny of a Qualifi ed Intermediary (although not a substitute for a competent tax advisor regarding tax matters).  

Depreciation - Loss in value due to ordinary wear and tear, destructive action of the elements, or economic obsolescence. 

Depreciation recapture - Deductions taken in excess of straight-line depreciation under Section 1250 I.R.C. where there is 
an exchange into a property of lower value, or where the exchange consists partly of cash and property not of a like kind. 
The depreciation provisions of Section 1250 require a recapture tax rate rather than the capital gain tax rate. 

Devise - A gift of real estate made by a will. See also grantor and heir. 

Discount point(s) - The amount of money the borrower or seller must pay the lender to get a mortgage at a stated interest 
rate.  

Dominant estate - The property benefi ted by an easement.  

Draw - Disbursement of a portion of the mortgage loan. 

Earnest money - A deposit of funds made by a buyer of real estate as evidence of good faith.  

Easement - A non-possessory right to use all or part of the land owned by another for a specifi c purpose. See also 
appurtenance and encroachment.  

Eminent domain - The power of a government to take privately-owned property for public purposes under condemnation 
proceedings, subject to payment of its fair market value.   

Encroachment - Any building, improvement, or structure (such as a wall, fence, or driveway) located on one property that 
intrudes upon the property of another. See also appurtenance and encroachment.   

Encumbrance - Any interest, right, lien, or liability attached to a parcel of land (such as unpaid taxes or an unsatisfi ed 
mortgage) that constitutes or represents a burden upon the property.  

Endorsement - A form issued by the insurer at the request of the insured which changes terms or items in an issued title 
insurance policy or commitment.  

Equity - The market value of real property, less the amount of existing liens.  

Equity funds - The purchaser’s investment in the purchase of land, not including any loan proceeds.  

Equity participation - A mortgage transaction where the lender, in addition to receiving interest on the loan, acquires an 
interest in the borrower’s land and shares in the profi ts derived from the land. See also shared appreciation mortgage.  
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Escheat - The reversion of property to the state when an owner dies or disappears leaving no legal heirs, devisees, or 
claimants.  

Escrow - Closing a real estate transaction when all required documents and funds are placed with a third party for 
processing and disbursement.  

Estate - The degree, quantity, nature, and extent of interest that a person has in land.  

Estoppel - A legal restraint that stops or prevents a person from contradicting or reneging on their previous position, 
assertions, or commitments.  

Et ux - Latin meaning “and wife.”  

Examination - The study of the instruments and muniments to a chain of title in order to reach a conclusion as to the 
status of the title.  

Exception - A provision added to Schedule B of a title insurance binder or policy to limit the liability of the insurer for a 
specifi c title defect or an outstanding lien or encumbrance.  

Exchanger - Same as taxpayer.  

Exclusion - Those general matters affecting title to real property excluded from coverage in the Exclusions from Coverage 
of a title insurance policy.  

Execute - To sign a legal instrument. A deed is said to be executed when it is signed, sealed, witnessed, and delivered.  

Executor - A personal representative named in a will to administer the estate. “Executrix” is the feminine form.  

Fannie Mae (FNMA) - Federal National Mortgage Association. A U.S. government sponsored corporation dealing in the 
purchase of fi rst mortgages for the secondary market.  

Federally-insured loan - A mortgage loan that originates in a federally-insured governmental program like the FHA. 

Fee simple estate (or estate in fee simple absolute) - An estate in land of inheritance without condition belonging to 
the owner.  

FHA (Federal Housing Administration) - A federal agency that insures fi rst mortgages, enabling lenders to lend a very 
high percentage of the sale price. 

Fixed-rate mortgage - A mortgage having a rate of interest that remains the same for the life of the mortgage. 

Fixtures - Personal property that is attached to real property and is treated as real property while it is attached, e.g., 
medicine cabinets, window blinds, and chandeliers.  

Flexible interest rate - See variable interest rate. 

Foreclosure - A legal proceeding following a default by a borrower in which real estate secured by a mortgage or deed of 
trust is sold to satisfy the underlying debt.  

Forgery - The fraudulent signing of another’s name to an instrument such as a deed, mortgage, or check. 

Freddie Mac (FHLMC) - Federal Home Loan Mortgage Corporation. A federal agency that purchases both conventional and 
federally-insured fi rst mortgages from members of the Federal Reserve System and the Federal Home Loan Bank System. 
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“Front Leg” reverse exchange - The Exchange Accommodation Titleholder (EAT) acquires and holds title to the taxpayer’s 
relinquished property, allowing the taxpayer to acquire the replacement property from the third party seller. The taxpayer has 
180 days to fi nd a third party buyer and to transfer the “parked” relinquished property to this ultimate buyer. The taxpayer 
can “use” (lease) the property that is parked with the EAT. 

Gain - The amount obtained for a property minus the property’s adjusted basis and transaction costs. No matter what the 
adjusted basis of a property is, there is no gain until the property is transferred. (See also realized gain, recognized gain.)  

General warranty deed - A deed containing a covenant by the seller to protect the buyer against being dispossessed due 
to adverse claims against the land.  

Ginnie Mae (GNMA) - Government National Mortgage Association. A federal association working with the FHA that offers 
special assistance in obtaining mortgages and purchasing mortgages in the secondary market.  

Good faith - (1) Honest intent, or (2) without notice of any circumstance that would make a party suspect wrongdoing or 
fraud in a transaction.  

Good faith estimate - The Real Estate Settlement Procedures Act (RESPA) requires creditors to provide a good faith 
estimate of closing costs and a settlement statement listing the amounts paid by the consumer. If the creditor does not 
know the precise credit terms, the creditor must base the disclosures on the best information reasonably available and 
indicate that the disclosures are estimates. See also RESPA.  

Graduated payment mortgage - A mortgage securing a loan where the initial monthly payments on the loan are 
insuffi cient to satisfy interest payments at the stated interest rate and payments increase in accordance to a schedule. See 
also adjustable rate mortgage.  

Grant - A transfer or conveyance, implying that the transferor asserts that it has some title to something conveyed.  

Grantee - The buyer, or one to whom property is transferred.  

Grantor - The seller, or one who transfers property to another.  

Guaranty policy - A title insurance policy that insures only against defects of title appearing in the public records.  

Heir - The person who, at the death of the owner of land, is entitled to the land if the owner has died without a will. See 
also devise and intestate.  

Hereditaments - Any and all kinds of estates, interest, and rights in real estate that can be inherited.  

Homeowner’s insurance - Real estate insurance protecting against loss caused by fi re, some natural causes, vandalism, 
etc., depending on the terms of the policy. Also includes coverage such as personal liability and theft away from home.  

Homestead (exemption) - A person’s dwelling and that part of the land close to the dwelling. Many states by statute give 
special privileges to such lands, such as exemptions from remedies of creditors.  

HUD (Department of Housing and Urban Development) - The federal department responsible for the major housing 
programs in the United States.  

Indemnify - To protect, hold harmless against loss.  

Indemnitor - The party obligated in an indemnity agreement to protect or repay another for a loss.  

Indemnity against liability - Requires the indemnitor to respond and protect the creditor as soon as a claim is made 
against the creditor, even if the creditor has yet to suffer an actual loss.  
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Indemnity against loss - Requires the indemnitor to reimburse its creditor if the creditor has actually suffered a loss.  

Indemnity agreement - An agreement by the maker of the document to protect or repay another of the agreement up to 
the limit stated for any loss due to the contingency stated on the agreement.  

Index - An alphabetical listing in the public records of the parties to recorded real estate instruments with the book and 
page number of the record.  

Instrument - A written document.  

Insurable title - A land title that a title insurance company is willing to insure.  

Insured closing service - An agreement by the title insurer to indemnify the insured for any loss in settlement funds caused 
by (1) the failure of the company’s policy issuing agents or approved attorneys to conform to closing instructions of the 
insured, or (2) fraud or dishonesty of the issuing agent or approved attorney.  

Interest - A fee for the use of someone else’s money.  

Interval ownership - A time share estate where the unit purchaser is deeded an estate for years, giving a right to occupy 
the unit for a particular week during a stated number of years with a remainder interest in fee as a tenant in common with 
all other purchasers of the unit.  

Intestate - Without having made a valid will or one who dies without having made a will. See also heir and testate.  

Joint tenancy - An estate in cotenancy that must not only be specifi ed in the grant, but also requires three “unities.” All 
joint tenants must receive title in the same conveyance, beginning at the same time, and with undivided possession.  

Joint tenants - Persons who own an estate in joint tenancy.  

Judgment - The decision of a court regarding the rights of parties in an action.  

Judgment index - See index.  

Junior mortgage - A mortgage lower in lien priority than another, for example, a second mortgage or home equity line. 

Landlord - See lessor.  

Lawsuit - A dispute between two or more parties that has been referred to the court system by one of them.  

Lease - A written instrument creating a right of possession to land for a set term, usually in exchange for periodic rent 
payments. 

Leasehold - The right to possession and use of land for a fi xed period of time created in a lease.  

Legal description - A description of real property that is suffi cient to locate and identify it. 

Lessee - A tenant holding a leasehold. 

Lessor - A landlord; one who gives a leasehold to a lessee. 

License - Permission to go upon or use the land of another, the permission being a personal privilege and not constituting 
an interest in the land. A license can be revoked at any time. 
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Lien - A monetary charge imposed on a property, usually arising from some debt or obligation. 

Lien waiver (also called a “waiver of liens”) - A waiver of lien rights by someone providing labor or materials for the 
improvement of specifi ed land. 

Life estate - An individual’s right to the use and occupancy of real estate for his or her life. 

Like kind property - Property disposed of and the property acquired for a Section 1031 exchange must be “like kind” to 
each other, and must be held for productive use in a trade or business or for investment. There are two types of property: 
real and personal. Real property is like kind to all other types of real property. Personal property is like kind only to personal 
property if it is of similar use or quality. 

Examples of Like Kind Property Exchanges: 
• Real property may be exchanged with trade or business, or investment properties. For example, an apartment    
 building can be exchanged for a hospital, several single-family rent houses, or a shopping center. 
• Personal property may only be exchanged for the same type of property; for example, an airplane must be    
 exchanged for an airplane, a boat for a boat, cattle for cattle (livestock received must be the same sex as livestock   
 disposed of!), a dump truck for a dump truck, etc.

It is important to note that property used for personal use such as the taxpayer’s primary residence or a pleasure boat or any 
property not used for a business or investment purpose, would not qualify for Section 1031 treatment. Consult your tax 
advisor to determine if your properties qualify for 1031 treatment. 

Link - In surveying, a length of 7.92 inches. One hundred links equal a chain, or 66 feet. 

Lis pendens - A legal notice that there is litigation pending relating to the land, and a warning that anyone obtaining an 
interest subsequent to the date of the notice may be bound by the judgment.  

Loan policy (also called “mortgagee policy”) - A title insurance policy insuring a mortgagee, or benefi ciary under a deed 
of trust, against loss caused by invalidity or unenforceability of a lien, or loss of priority of the mortgage or deed of trust.  

Loan-to-value ratio - The ratio of the amount of the loan divided by the fair market value of the land held as security for 
the loan. 

Lot - Any portion or parcel of real property. Usually refers to a portion of a subdivision. 

Market value - The average of the highest price that a buyer would pay and the lowest price a seller would accept.  

Marketable title - A title which a reasonable purchaser, well informed as to the facts and their legal meaning, would be 
willing to accept.  

Master deed - See declaration.  

Mechanics’ lien - A lien on real estate that secures the payment of debts due to persons who perform labor or services or 
furnish materials incident to the construction of buildings and improvements on the real estate.  

Metes and bounds - A land description in which boundaries are described by courses, directions, distances, and 
monuments.  

Mortgage - A conditioned pledge of property to a creditor as security for the payment of a debt.  

Mortgage boot - Any liability in the exchange assumed or taken subject to.  

Mortgage insurance - Insurance written by an independent mortgage insurance company protecting the mortgage lender 
against loss incurred by a mortgage default, thus enabling the lender to lend at a higher loan-to-value ratio.  
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Mortgagee - The holder of a mortgage. 

Mortgagee policy - See loan policy.  

Mortgagor - A person who gives a mortgage on his or her property to secure an obligation, usually the repayment of a 
debt.  

Multiple listing - The pooling in a central bureau of listings of properties for sale.  

Muniments of title - Written evidence (documents) that an owner possesses to prove his or her title to property. See also 
examination. 

Negative amortization - Increases in the principal amount of indebtedness caused by underpayment of the interest due in 
each installment.  

Note (also called a “promissory note”) - A written promise to pay a sum of money, usually at a specifi ed interest rate, at 
a stated time to a named payee.  

Open-end mortgage - A mortgage or deed of trust written to secure and permit advancing of funds in addition to the 
amount originally loaned.  

Option - The right to buy, sell, or lease land at a fi xed price within a specifi ed time.  

Owner’s policy - A title insurance policy insuring an owner of real estate against loss occasioned by defects or 
unmarketability of the owner’s title.  

Parcel - A part or portion of land. A lot.  

Partition - A division of land, usually by a legal proceeding, among the parties who were formerly co-owners.  

Permanent fi nancing - A loan secured by land after construction of improvements have been completed. 

Personal property - In a broad and general sense, personal property is a movable or intangible thing that can be “owned” 
and is not classifi ed as real property or real estate. Personal property can be either corporeal (which includes movable and 
tangible things like animals, furniture, or equipment), or incorporeal (which consists of such rights as personal annuities, 
stocks, or copyrights). 

Personal property exchange - Personal property held for investment or used in business can be exchanged only for 
property that is similar in use or in quality. You should consult your CPA or tax attorney to determine whether or not a 
particular piece of property is like kind to the anticipated replacement property. 

Personal representative - The executor or administrator of the estate of a deceased person who manages and distributes 
the estate on behalf of the deceased. 

Planned Unit Development (PUD) or Planned Community - A project consisting of individually-owned parcels of land 
together with common elements that are owned by a homeowner’s association. 

Plant - A collection of title information that helps in expediting title examinations, such as copies of previous attorneys’ 
opinions, abstracts, tax searches, and copies or take-offs of the public records. 

Plat (of survey) - A map dividing a parcel of land into lots, as in a subdivision. 

Point(s) (also called commission points or discount points) - One percent of the amount of the loan.  
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Power of attorney - A written instrument by which one person, the principal, authorizes another, the attorney-in-fact, to 
act on his or her behalf. 

Premium - The amount payable for an insurance policy. 

Prepayment penalty - Penalty to the mortgagor for paying the mortgage before it becomes due. 

Principal - A sum of money owed as a debt on which interest is payable. 

Probate - The process of validating a will before a court after the death of its maker. 

Promissory note - See note. 

Public records - Records which by law disclose constructive notice of matters relating to land.  

Purchase money mortgage - A mortgage given by a purchaser to a seller on a property to secure payment of a part of the 
purchase price.  

Qualifi ed intermediary - Same as Intermediary, Accommodator or Facilitator. The party who facilitates a tax-deferred 
exchange by acquiring and selling property in an exchange to aid the taxpayer in complying with Section 1031 and all 
applicable rules.  

Quieting title - The removal of a cloud on title by property action in a court.  

Quitclaim deed - A transfer of interest the transferor may have in the thing conveyed.  

Real estate (also called “real property”) - Land and anything permanently affi xed to the land, such as buildings, fences, 
and those things attached to the buildings, such as plumbing and heating fi xtures, or other such items that would be 
personal property if not attached.  

Real property - In general, land and everything growing on it, attached to it, or erected on it. Examples of real property: 
Single-faimly rent houses, Apartments, Shopping centers, Offi ce buildings.

Realized gain - The difference between the total consideration (cash and anything else of value) received for a piece of 
property and the adjusted basis.  

Recognized gain - The portion of the realized gain that is subject to income taxation.  

Recording - The noting in a public offi ce of the details of a legal document, such as a deed or mortgage, affecting the title 
to real estate.  

Redemption - The right of the owner in some states to reclaim title to property if it pays the debt to the mortgagee within 
a stipulated time after foreclosure.  

Registered land - Land registered in a Torrens system.  

Reinsurance - A contractual relationship between two insurance companies under which one insurer assumes a portion of 
the risk of the insurance policy written by the other.  

Reissue rate - A reduced rate of title insurance premium where the owner of the land has been previously insured by an 
owner’s policy by the insurer within a certain time. 

REIT - Real Estate Investment Trust. A business trust which deals principally with interest in land.  



Information deemed reliable but not guaranteed.  (05/06 KH)

13

© 2005-2006 LandAmerica Financial Group, Inc. 

Release - To relieve from debt or security or abandon a right, such as the release of a mortgage lien from a part or all of the 
land mortgaged.  

Relinquished property - The property that the taxpayer wishes to dispose of in the exchange.  

Renegotiable rate mortgage - A loan secured by a long-term mortgage of up to 30 years, which provides for 
renegotiation at equal stated intervals of the interest rate for a maximum variation of 5 percent over the life of the 
mortgage.  

Replacement property - The property that the taxpayer wishes to acquire in the exchange.  

RESPA - The Real Estate Settlement Procedures Act (12 U.S.C. 2601) that, together with Regulation X promulgated 
pursuant to the Act, regulates real estate transfers involving a “federally-related mortgage loan” by requiring, among other 
things, certain disclosures to borrowers.  

Restrictive covenants - Limitations on the use of property imposed or created by deeds or other documents in the chain of 
title.  

Reverse annuity mortgage - A mortgage given to a homeowner who desires to convert the equity in his or her house to 
an income-producing asset. The proceeds of the loan are paid out in periodic installments to the homeowner, thus giving 
the homeowner income until the proceeds paid out equal the face amount of the mortgage.  

Reverse build-to-suit exchange - This type of exchange allows a taxpayer to acquire and improve or repair the 
replacement property before he or she sells the relinquished property. This type of exchange can be rather complex, but is a 
very useful tax planning tool for a sophisticated taxpayer.  

Reverse exchange - An exchange whereby the taxpayer, or a separate entity set up by the taxpayer, acquires the 
replacement property 1 to 180 days before disposing of the relinquished property. The relinquished property is then 
transferred to a buyer. This method was sanctioned by an IRS Revenue Procedure in 2000. (See also front leg reverse and 
back leg reverse exchanges.)  

Right of way - See easement.  

Riparian rights - The rights of owners of lands bordering watercourses which relate to the water and its use.  

Safe harbor - A provision in the Tax Code that gives a taxpayer protection as long as the requirements to comply with the 
code are met. There are four types of safe harbors: 

1) A safe harbor which provides the taxpayer with methods to obtain security on exchange funds, 
2) A safe harbor which provides for qualifi ed escrow accounts and trusts, 
3) A safe harbor which establishes the use of a Qualifi ed Intermediary (QI), and 
4) A safe harbor that provides a way for the taxpayer to receive a growth factor on exchange funds.  

Sale and leaseback - The sale of an asset to a buyer who immediately leases it back to the seller.  

Satisfaction - An instrument releasing the lien of a mortgage.  

Secondary market - A market system for the purchase and sale of mortgage loans, often gathered into pools and traded 
as mortgage-backed securities.

Security - Protection against loss, usually with a lien created by a mortgage, pledge or a deposit given by a borrower to its 
creditor.  

Seller - Same as replacement property owner. In a three-party exchange, the person who owns the property that the 
taxpayer wants to acquire.  
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Senior lien or mortgage - If there is more than one lien on land, those liens are ranked by priority. A senior lien or 
mortgage is entitled to be paid fi rst in foreclosure or bankruptcy, before a junior lien.  

Separate property - Property a husband or wife owns independently of the other.  

Service charge - A charge paid by the borrower to the lender for the lender’s expenses in processing the loan.  

Servient estate - The land burdened by an easement.  

Setback - See building lines.  

Settlement - See closing.  

Settlement funds - All of the money, from the buyer, the buyer’s lender or any other source, that is necessary to meet all 
obligations created in a real estate transaction.  

Shared appreciation mortgage - A loan having a fi xed interest rate set below the market rate for the term of the loan 
which provides for contingent interest based upon a percentage of the appreciation in the value of the security at the sale or 
transfer of the property, or the payment of the loan.  

Simultaneous exchange - Originally, exchanges were of the two-party type where A wants B’s property and B wants A’s 
property. The parties would swap the properties at the same time (“concurrently” or “simultaneously”).  

Special warranty of title - A covenant by a seller of land to protect the buyer against being dispossessed because of any 
adverse claims to the land by the seller, or anyone claiming through the seller.  

Standard coverage policy - A form of title insurance which contains certain standard printed exceptions not included in 
the ALTA policies.  

Starker exchange - Starker vs. U.S., 602 F2d 1341 (CA9 1979): Original case where Starker, as Taxpayer, structured a non-
simultaneous, delayed exchange where the Buyer of the Relinquished Property acted as the Accommodator. Starker acquired 
12 replacement properties over a two year period, and the Court upheld Starker’s deferred exchange and determined that 
he completed his exchange within a reasonable period of time. After Starker, in 1984 Congress amended IRC Section 1031 
by adding vague rules for delayed exchanges including the 45-day and 180-day rules. Starker is the grandfather of delayed 
Exchanges which are sometimes called “Starker Exchanges.”  

Starter - See back title letter.  

Subcontractor - A party having a contract with another contractor instead of contracting directly with the owner.  

Subdivision - A tract of land surveyed and divided into lots for purposes of sale.  

Subordination - Placing in a lower class.  

Subrogation - The substitution of one person in the place of another with reference to a claim, demand, or right, so that 
the individual who is substituted succeeds to the rights of the other in relation to the debt or claim and its rights, remedies, 
or securities. 

Substitution loan and substitution rate - A loan made to the same borrower on the same land, or by the same lender on 
the same land, the title to which was insured by the insurer in connection with the original loan.  

Surety - A person who agrees to be responsible for a debt or obligation of another.   
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Take out loan - A permanent mortgage loan which a lender agrees to make to a borrower upon completion of 
improvements on the borrower’s land. The proceeds of the loan are used principally to pay off the construction loan. 

Tax deed - The deed given to a purchaser at a public sale of land for nonpayment of taxes. It conveys to the purchaser only 
such title as the defaulting taxpayer had and does not convey good title to that extent unless statutory procedures for the 
sale were strictly followed. 

Taxpayer - Also called the Exchanger. The taxpayer has property and would like to exchange it for new property. While 
all parties in an exchange are theoretically taxpayers, this term applies to the party who expects to receive tax-deferred 
treatment under Section 1031.  

Tenancy by the entirety (or entireties) - A survivorship estate in land permitted in many states that may only vest in a 
husband and wife. The couple must receive title in the same conveyance, beginning at the same time, and with undivided 
possession. If either the husband or wife dies during the estate, title vests in the survivor. In a tenancy by entireties, the 
husband and wife together are treated as one entity. Both are required to act.  

Tenant - One who has right of possession of land by any kind of title. 

Tenants in common - Ownership of an interest in land by two or more persons with distinct titles, but with unity of 
possession. 

Testate - Having made a will. One who makes a will is known as the “testator” or “testatrix.” See also heir and intestate.  

Time share ownership - A technique for dividing the title to a commercial property or a vacation home among many 
different owners, with each owner acquiring the right to occupy the premises during a specifi ed portion of each year. 

Time share unit - An interest in a residential or commercial property which by contract or by conveyance of a real property 
interest allows a purchaser to occupy the unit during a particular week or weeks for a stated number of years.  

Time span ownership - A time share estate where the unit purchaser is deeded an undivided percentage interest in 
the unit as a tenant in common with all other purchasers and the right to occupy the unit for a particular time period is 
governed by contractual provisions of the time share declaration.  

Title - A combination of all the elements that constitute the highest legal right to own, possess, use, control, enjoy, and 
dispose of real estate or an inheritable right or interest therein. 

Title covenants - Covenants customarily inserted in conveyances and in transfers of title to real estate for the purpose of 
giving protection to the purchaser against possible insuffi ciency of the title received.  

Title defect - Any possible or patent claim or right outstanding in a chain of title that is adverse to the claim of ownership 

Title insurance policy - A contract of title insurance under which the insurer, in keeping with the terms of the policy, 
agrees to indemnify the insured against loss arising from claims against the insured interest.  

Title search - A review of all recorded documents in the land records relating to a particular piece of real property to 
determine the present condition of title. 

Torrens system - A governmental title registration system. Certifi cates of title are issued by the Registrar of Title to 
landowners as evidence of their title to land. 

Tract - A lot or parcel of land.  

Transaction costs - Any cash paid by way of commission or other expense in an exchange. Qualifi ed transaction costs are 
deducted in computing the consideration received.  
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Trust - A right of property held by one party (the trustee) for the benefi t of another (the benefi ciary).  

Truth-in-lending - The federal Truth in Lending Act, 15 U.S.C. Sec. / 1601, et seq., governs the disclosure of information 
related to certain consumer fi nancial transactions and requires those in the lending business to make the disclosures to their 
individual borrowers.  

Underwriter - An insurance company that issues insurance policies to the public or to another insurer.  

Unit - A space in a condominium, cooperative or planned community for separate ownership or occupancy. A unit’s physical 
boundaries are usually defi ned by statute and described in the declaration.  

Usury - A statutory crime of charging an unlawful rate of interest in exchange for a loan of money.  

Variable interest rate (also called a “fl exible interest rate”) - An interest rate that fl uctuates as the prevailing rate 
moves up or down. In mortgages, there are usually maximums as to the frequency and amount of fl uctuation.  

Vendee - Buyer.  

Vendor - Seller.  

Vest - To give an immediate, fi xed right of present or future enjoyment in land. 

Veterans Administration (VA) loans - Housing loans to veterans by banks, savings and loans, or other lenders that are 
guaranteed by the Veterans Administration, enabling veterans to buy a residence with little or no down payment.  

Waiver - The voluntary and intentional relinquishment of a known right, claim, or privilege.  

Warranty - In a broad sense, an agreement by a seller to be responsible for present or future losses of the purchaser 
occasioned by defi ciency or defect in the quality, condition, or quantity of the thing sold. In a stricter sense, the provision or 
provisions in a deed, lease, or other instrument conveying or transferring an estate or interest in real estate under which the 
seller becomes liable to the purchaser for defects in or encumbrances on the title. See also title covenants.  

Warranty deed - A deed in which the seller warrants or guarantees that good title is being conveyed.  

Will - A testamentary disposition of property, usually in a form prescribed by law, that takes effect upon death. See also 
intestate and testate.  

Zoning - Land use laws or ordinances passed by local governments regulating the size, type, structure, nature, and use of 
land or buildings. 
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