
The most dangerous moment in a real estate purchase is not necessarily the closing, 
when money is transferred and the deed is signed. It may occur weeks earlier, when a 
buyer signs an offer without understanding that the offer can become an enforceable 
contract. The house may still belong to the seller, the lender may not have approved the 
loan, and an inspection may not have occurred, yet the buyer may already have accepted 
legal responsibilities. This is why a real estate contract is more than a statement of price. 
It is a written plan that decides who must do what, when each action must happen, who 
carries each risk, and what happens if the deal falls apart. 

A purchase contract connects two very different periods. Before the contract is accepted, 
the buyer can usually walk away because no agreement has been formed. After 
acceptance, the buyer’s freedom depends largely on the protections written into the 
contract and whether their requirements are followed. A person may still have the 
practical ability to refuse to close, but that does not mean the person can leave without 
losing money or facing a legal claim. The contract turns interest into obligation. 
Understanding exactly when that change occurs protects the buyer from treating a 
serious legal commitment as though it were merely the next step in shopping. 

Most contracts for the sale of real estate must be in writing and signed by the party 
against whom enforcement is sought. This requirement comes from a legal principle 
called the statute of frauds, which requires certain important agreements, including most 
contracts transferring land, to be supported by signed written evidence. The purpose is 
to reduce false claims about promises involving valuable property. State requirements 
and exceptions differ, but depending on a handshake agreement to buy land is 
dangerous. The statute of frauds commonly applies to contracts involving the sale or 
transfer of real property. 

A valid contract begins with parties who have legal capacity. Capacity means the ability 
and legal authority to understand and enter the agreement. An adult acting personally 
may have capacity, while a child, a person lacking the required mental understanding, or 
someone signing for a company without authority may not. If a property belongs to a 
trust, estate, corporation, limited liability company, or several co-owners, the person 
signing must have authority to bind the actual owner. A beautiful contract signed by the 
wrong person may not produce the transfer the buyer expects. 

The parties must also reach mutual agreement, sometimes called a meeting of the minds. 
This means they agree to the essential terms of the same transaction rather than 
believing they have accepted different deals. The property must be identified, the price or 
method for determining it must be stated, and the obligations must be sufficiently 
definite to enforce. A vague promise that one person will sell another person “some land 
near the highway for a fair amount” leaves too much unresolved. Clear contracts reduce 
the space in which memory, expectation, and self-interest can later rewrite the 
conversation. 
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Consideration is the value exchanged to support the agreement. The seller promises to 
transfer the property, while the buyer promises to pay the agreed price and perform other 
stated duties. Consideration does not mean that the deal must be equal in everyone’s 
opinion. A seller may accept less than another person believes the property is worth, and 
a buyer may willingly pay more because the property has special value to that buyer. The 
law generally focuses on whether a bargained-for exchange exists, not whether outsiders 
would have made the same bargain. 

The first written offer normally comes from the buyer, but it is not yet a completed 
purchase contract merely because the buyer signed it. An offer is a proposal containing 
terms under which the buyer is willing to proceed. The seller may accept it, reject it, 
ignore it, or make a counteroffer. A counteroffer rejects the original terms and proposes a 
changed agreement, even if only one item has been altered. Once a counteroffer is made, 
the original offer may no longer remain available unless it is renewed or the law and 
documents provide otherwise. 

Acceptance must occur in the manner and within the time required by the offer. If the 
offer expires at 5:00 p.m., an attempted acceptance after that time may be too late. If the 
seller changes the closing date, removes an included appliance, or raises the price 
before signing, the seller has usually created a counteroffer rather than accepted the 
buyer’s proposal. Silence is not ordinarily acceptance merely because the buyer hoped 
the seller would respond. The parties should know when the final acceptance becomes 
effective and how notice must be delivered because that moment often starts several 
contractual deadlines. 

Electronic signatures can create binding contracts just as handwritten signatures can 
when legal requirements are satisfied. Clicking a signature field should not be treated as 
a casual digital gesture. Real estate platforms make signing fast, but speed does not 
reduce the meaning of the document. Initials beside a paragraph may confirm that a 
person read or accepted a particular provision. A buyer should receive and preserve the 
complete signed contract, including every addendum, attachment, disclosure, 
counteroffer, and amendment. 

An addendum is an additional document attached to and made part of the contract. It 
may address financing, association membership, lead-based paint, septic systems, flood 
concerns, personal property, rental arrangements, or another issue requiring special 
language. An amendment changes a contract after it has already been formed. If the 
parties later agree to extend the inspection deadline or change the purchase price, they 
may use a written amendment signed by both sides. Verbal agreement over the telephone 
may not be enough to change a written contract, especially when the contract requires 
changes to be written and signed. 

A real estate agent may help prepare and communicate an offer, but the agent’s legal 
relationship must be understood. A listing agent generally represents the seller, while a 
buyer’s agent generally represents the buyer under an agency or representation 



agreement. Agency is a relationship in which one person is authorized to act for another 
and owes duties defined by law and agreement. In some places and circumstances, one 
brokerage or agent may have a relationship with both sides, but this can create divided 
loyalties and normally requires particular disclosures or consent. The friendly person 
opening the door should never be assumed to represent the buyer without confirmation. 

A buyer representation agreement explains the relationship between the buyer and the 
brokerage or agent. It may establish the duration of representation, the services to be 
provided, the geographical or property limits, the agent’s compensation, and what 
happens if another agent or seller becomes involved. Compensation should be 
understood before touring properties or making offers because payment responsibilities 
can depend on the agreement and the transaction. A buyer should know whether the 
agreement is exclusive, meaning the buyer promises to work only with that brokerage for 
covered purchases. Signing representation paperwork without reading it can create a 
payment obligation even when the buyer later changes agents. 

The seller’s agent has a duty to the seller within the governing law and agreement. That 
agent may provide accurate information and must follow legal disclosure rules, but the 
agent’s job is not automatically to secure the best possible terms for the buyer. When the 
listing agent explains that a property has strong interest or that the seller prefers certain 
terms, the buyer should remember whom the agent represents. The agent’s 
professionalism does not erase the difference in loyalty. A buyer needs independent 
judgment even when everyone involved is polite and cooperative. 

The purchase price receives the most attention, but it is only one part of the offer. A 
strong contract identifies the property, purchase price, deposit, financing method, 
closing date, possession date, items included in the sale, inspection rights, title 
requirements, and circumstances under which either side may terminate. It may address 
property taxes, association fees, rents, security deposits, repair agreements, closing 
expenses, casualty loss, default, and dispute resolution. Two offers for the same price 
can create very different risks because their other terms are different. The highest offer is 
not always the strongest offer, and the lowest accepted price is not always the safest 
purchase. 

The financing method should be stated accurately. A cash offer means the buyer does 
not depend on mortgage financing to complete the purchase, but it does not necessarily 
mean the buyer carries physical currency or refuses all financial review. A financed offer 
depends on money from a lender and may include a financing contingency. 
Government-insured, conventional, private, seller-financed, and other loan structures 
can impose different property and borrower requirements. Describing the financing 
incorrectly can create trouble when the lender’s actual requirements do not fit the 
contract. 

Proof of funds shows that a buyer claiming to use cash has access to the necessary 
money. A prequalification is usually an early estimate of borrowing ability based largely 



on information supplied by the buyer. A preapproval normally involves a more serious 
lender review, but it is still not a final promise that the loan will close. The lender may not 
yet have reviewed the specific property, appraisal, title, insurance, updated finances, or 
every required document. A buyer can therefore be preapproved and later denied. 

The contract should state the closing date, but that date is not merely a hopeful target. It 
is the date by which the parties expect to complete their required performance, subject to 
the contract’s language. Some agreements make timing so strict that missing a deadline 
can create default, while others allow limited extensions or require notice and an 
opportunity to correct the failure. The phrase “time is of the essence” means deadlines 
are intended to be enforced strictly. Even without those exact words, inspection, 
financing, deposit, and closing deadlines can carry serious consequences. 

Possession is not always transferred at the same moment as ownership. Closing may 
occur on one day while the seller remains in the property for several additional days 
under a post-closing occupancy agreement. In another transaction, a tenant may remain 
after the buyer becomes the owner. The contract should state when the buyer receives 
keys, when occupants must leave, what condition the property must be in, and who 
carries responsibility during any temporary occupancy. A buyer who receives the deed 
without immediate possession owns a property that someone else still has a right or 
practical ability to occupy. 

Earnest money is a deposit made to show that the buyer is serious and to support 
performance of the contract. The amount may be small or substantial depending on local 
practice, competition, and negotiation. It is normally held by an escrow agent, settlement 
company, brokerage, attorney, or another authorized holder rather than handed directly 
to the seller. Escrow is an arrangement in which a neutral party holds money or 
documents until stated conditions are satisfied. The escrow holder releases the funds 
according to the agreement rather than simply following whichever party demands them 
first. 

Earnest money is not automatically refundable, and it is not automatically lost whenever 
a transaction fails. Its treatment depends on the contract, the reason for termination, the 
timing of the decision, and whether the terminating party followed the required 
procedure. A buyer who properly terminates under an inspection or financing 
contingency may be entitled to a return. A buyer who simply changes plans after 
protections have expired may risk forfeiting the deposit and additional consequences. 
The deposit should never be larger than the buyer is prepared to place at risk under the 
written terms. 

A contingency makes the transaction dependent upon a stated condition. It does not 
protect the buyer merely because the word appears somewhere in the contract. The 
provision must explain the condition, the deadline, what evidence is required, what 
choices become available, and how notice must be given. A financing contingency may 
protect the buyer if acceptable financing cannot be obtained, while an inspection 
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contingency may allow the buyer to evaluate the property before becoming fully 
committed. The CFPB recommends considering financing and satisfactory-inspection 
contingencies because they can prevent a buyer from remaining obligated when a loan 
cannot be secured or serious defects are discovered. A contingency works only when its 
conditions and procedures are followed. 

Contingencies have value because they place particular risks on the seller or allow the 
buyer to leave under defined circumstances. Removing them may make an offer more 
attractive in a competitive market, but it does not remove the underlying risk. Waiving 
inspection does not improve the roof, plumbing, foundation, or electrical system. 
Waiving appraisal does not force the property to be worth the purchase price. Waiving 
financing does not guarantee that the lender will provide money. A stronger offer for the 
seller can become a more dangerous promise for the buyer. 

The inspection period is the buyer’s opportunity to investigate the property within the 
time allowed by the contract. The period may begin when the contract becomes effective, 
not when the inspector arrives. Waiting several days to schedule inspections can 
consume time needed for specialists, repair estimates, negotiation, and written notice. 
The buyer should count deadlines according to the contract’s rules, including whether 
weekends and holidays are included. Assuming that “ten days” means ten full business 
days can create a costly mistake. 

A general home inspection examines observable conditions and major systems, but it is 
not a guarantee that every defect will be discovered. Inspectors may review the roof, 
structure, exterior, interior, electrical system, plumbing, heating, cooling, drainage, and 
visible signs of moisture or damage. They usually cannot see through walls, predict the 
exact remaining life of every component, or test every specialized hazard. The inspection 
agreement explains the scope and limitations of the service. A clean-looking report does 
not mean the house has no problems; it means no additional reportable problems were 
identified within that inspection’s scope. 

Specialized inspections may be needed when the property or location raises concerns 
beyond the general inspection. These can include roof evaluation, structural engineering, 
sewer-line scoping, septic inspection, well-water testing, pest or termite inspection, mold 
evaluation, radon testing, chimney inspection, pool inspection, electrical review, 
plumbing evaluation, soil study, or environmental testing. A sewer scope uses a camera 
to examine the interior of a sewer line for breaks, roots, deterioration, or blockage. A 
septic system treats wastewater on the property rather than sending it to a public sewer. 
A well draws private water that may require testing for safety, supply, and system 
condition. 

The inspection should lead to understanding, not just a repair list. A buyer needs to 
separate safety problems, active damage, aging components, ordinary maintenance, 
cosmetic concerns, and future replacements. A twenty-year-old roof may not be leaking 
today but may still create a large near-term expense. An old water heater may function 
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during the inspection yet remain close to the end of its expected service life. The buyer is 
purchasing both the property’s present condition and the responsibility for what wears 
out next. 

“As is” means the seller is offering the property in its existing condition, but the phrase 
does not necessarily erase every disclosure duty or eliminate all buyer rights. Its precise 
effect depends on the contract and governing law. An as-is buyer may still retain 
inspection and termination rights if the agreement provides them. The seller may still be 
prohibited from fraudulently concealing a known defect or making false statements. The 
phrase should be read in the complete contract rather than interpreted as either absolute 
protection for the seller or automatic disaster for the buyer. 

Seller disclosures provide information about known conditions, but they are not a 
replacement for independent investigation. The seller may not know about concealed 
moisture, incorrect wiring, a failing sewer line, or work performed by an earlier owner. 
The seller may misunderstand a question, forget an old event, or give an incomplete 
answer. Some properties and transfers may be exempt from particular disclosure 
requirements. A blank box, uncertain answer, or statement that the seller has no 
knowledge does not prove that the condition does not exist. 

Misrepresentation occurs when a false statement of important fact causes another party 
to act. Fraud generally involves intentional deception, while negligent misrepresentation 
may involve false information supplied without reasonable care. Concealment can occur 
when someone intentionally hides a material condition that should have been revealed. A 
material fact is one important enough to affect a reasonable person’s decision, price, or 
willingness to proceed. Proving dishonesty after closing can be difficult and expensive, 
which is why buyers should investigate before relying on future legal remedies. 

For most housing built before 1978, federal lead-disclosure rules require sellers to 
provide certain information about known lead-based paint and hazards before the buyer 
becomes obligated, along with an approved educational pamphlet and an opportunity for 
a lead inspection or risk assessment. Lead-based paint in good condition may not create 
the same immediate danger as peeling, chipping, chalking, or damaged paint, but 
renovation can disturb painted surfaces and create contaminated dust. A disclosure 
stating that the seller has no knowledge is not the same as a professional finding that no 
lead exists. Buyers should pay particular attention when young children, pregnant 
people, or renovation plans are involved. The EPA explains the disclosure requirements 
and inspection opportunity for most covered pre-1978 housing. 

Flood investigation should extend beyond asking whether the house has flooded before. 
A property may face future flood exposure even without a known prior claim, and water 
can enter through rainfall, drainage failure, rising groundwater, coastal surge, river 
overflow, or neighboring development. A lender may require flood insurance for certain 
properties, but the absence of a lender requirement does not prove that flood risk is 
absent. Insurance availability, deductibles, exclusions, elevation, drainage, and prior 
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repairs should be examined. The buyer should also consider access because a house 
may remain dry while surrounding roads become impassable. 

Insurance should be investigated early rather than after the buyer becomes deeply 
committed. Insurers may consider roof age, electrical systems, plumbing materials, prior 
claims, property condition, location, wildfire exposure, wind exposure, and other risks. A 
policy may be available but so expensive that it changes affordability. A quoted premium 
can change after inspection or underwriting. When insurance is required for financing, 
inability to obtain acceptable coverage can also threaten the loan. 

After receiving inspection information, the buyer’s options depend on the contract. The 
buyer may accept the property, request repairs, request a price reduction, ask for a 
closing credit, demand correction under a contractual right, or terminate if permitted. A 
closing credit is money applied toward eligible buyer costs at closing rather than cash 
handed to the buyer afterward. Lenders may limit the amount or permitted use of credits. 
A large promised credit is not valuable if loan rules prevent the buyer from receiving the 
full benefit. 

Repairs performed by the seller create their own concerns. The written agreement should 
identify the work, required permits, acceptable materials, completion deadline, contractor 
qualifications, receipts, warranties, and the buyer’s right to reinspect. A promise to 
“repair the roof” is vague because it could mean replacing damaged shingles, patching 
one leak, or installing an entirely new roof. Work completed quickly before closing can be 
performed cheaply or conceal continuing damage. The buyer should verify completion 
rather than depending only on a paid invoice. 

A price reduction and a repair credit are not economically identical. Lowering the price 
may reduce the loan slightly but may not provide the cash needed for immediate repairs. 
A closing credit can preserve the buyer’s cash but must fit lender rules and closing-cost 
limits. Seller-completed repairs reduce the buyer’s immediate work but place control of 
quality in the seller’s hands. The best choice depends on the defect, financing, available 
contractors, timing, and the buyer’s cash reserves. 

The financing contingency requires close attention because loan failure can happen for 
many reasons. The borrower’s employment, income, credit, debts, available funds, or 
financial documents may change. The appraisal may be too low, the property may not 
meet loan requirements, insurance may be unavailable, or the title may contain a 
problem. A financing contingency should be examined for the loan amount, loan type, 
application deadline, approval deadline, interest-rate limit, required effort, notice 
procedure, and evidence needed if financing fails. A general hope of obtaining financing 
is weaker than a carefully written protection. 

Preapproval does not authorize the buyer to make financial changes without 
consequences. Opening a new credit account, financing furniture, buying a vehicle, 
changing employment, moving money without documentation, co-signing another debt, 



or making a large unexplained deposit can affect underwriting. Underwriting is the 
lender’s process of deciding whether the borrower and property satisfy the loan’s 
standards. The lender may verify information again shortly before closing. Financial 
behavior between contract and closing should be deliberate because approval can be 
changed or withdrawn when the facts change. 

A Loan Estimate is a standardized form describing important expected mortgage terms 
and costs. For covered loans, the lender generally must provide it within three business 
days after receiving a qualifying application. It shows the estimated interest rate, monthly 
payment, loan features, closing costs, taxes, insurance, and cash needed. Receiving the 
form does not mean final approval has occurred. The CFPB explains that a Loan Estimate 
reports expected terms while the lender continues evaluating the application. 

The interest rate and annual percentage rate are related but different. The interest rate is 
the percentage used to calculate interest on the borrowed principal. The annual 
percentage rate, usually called APR, attempts to express the broader yearly cost of credit 
by including the interest rate and certain loan charges. Two loans with the same interest 
rate may have different APRs because their fees differ. Neither number alone explains 
every feature, so the payment, fees, loan length, rate structure, and possible future 
changes must be examined together. 

A rate lock is the lender’s agreement to hold a specified interest rate for a defined period 
under stated conditions. The lock may cost money, and extending it may require another 
fee. If closing is delayed beyond the lock period, the buyer may face a higher rate or 
extension cost. A rate lock does not guarantee loan approval because the borrower and 
property must still qualify. Buyers should know when the rate becomes locked, when it 
expires, what can change it, and who pays if delay is caused by another party. 

The appraisal gives the lender an independent opinion of the property’s value, but it is 
not a home inspection. Its central purpose is to help evaluate the property offered as 
security for the loan. An appraiser may observe condition and identify matters affecting 
value or loan standards, but the appraisal does not promise that the roof, plumbing, 
foundation, or other systems are free of defects. HUD expressly warns that an appraisal 
estimates value and does not replace an inspection. A buyer needs both processes 
because they answer different questions. 

An appraisal contingency addresses what happens if the appraised value is lower than 
the contract price. Suppose the buyer agrees to pay $400,000 but the property appraises 
at $370,000. The lender may calculate financing from the lower value, leaving an 
appraisal gap between the contract price and the value supported for lending. Depending 
on the contract, the buyer may renegotiate, contribute more cash, challenge the appraisal 
through appropriate channels, change financing, or terminate. Without sufficient 
protection, the buyer may be obligated to cover the gap even though the lender will not. 
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A low appraisal does not automatically prove that the seller overcharged, just as a high 
appraisal does not guarantee a wise purchase. Appraisal is a reasoned opinion based on 
available evidence and an effective date. Unique properties, rapidly changing markets, 
weak comparable sales, unpermitted work, condition differences, or inaccurate data can 
complicate the result. Buyers with first-lien mortgage applications generally have rights 
to receive copies of covered appraisals and written valuations. The report should be read 
rather than treated as a secret lender document. The CFPB explains the right to receive 
appraisal and valuation copies for covered first-lien applications. 

Title investigation determines whether the seller can deliver the ownership promised in 
the contract. A title commitment or preliminary title report identifies the proposed 
insurance coverage and lists requirements and exceptions. Requirements are matters 
that generally must be completed before the policy will be issued, such as paying an 
existing mortgage or obtaining missing documents. Exceptions are matters the policy 
will not insure against, such as stated easements, restrictions, survey issues, or other 
excluded risks. A buyer who reads only the owner’s name and ignores the exceptions 
has not truly reviewed the title. 

The contract should establish the quality of title the seller must deliver. Marketable title 
generally means ownership that can be transferred without a reasonable fear of serious 
litigation or loss, but exact contract language matters. Some defects can be cured by 
paying liens, obtaining releases, completing probate, correcting deeds, or securing 
signatures. Others may require court action or cannot be resolved by the planned closing 
date. The buyer must know whether the contract allows time to cure, gives a right to 
terminate, or requires accepting particular exceptions. 

A survey examines the land rather than merely the paperwork. It can show boundaries, 
improvements, easements, setbacks, access, and possible encroachments. A fence may 
not follow the legal boundary, a driveway may cross neighboring property, or a shed may 
sit inside a utility easement. An old survey may not show later construction or physical 
changes. When land size, access, additions, waterfront boundaries, or future 
construction matters, the survey deserves more than a quick glance. 

Zoning and permitted use must match the buyer’s purpose. A structure may physically 
contain two living units without being legally approved as a duplex. A garage may have 
been converted into a bedroom without permits, or a commercial property may be 
operating under a use that cannot continue after ownership changes. Legal 
nonconforming use describes a use that was lawful when established but does not meet 
newer zoning requirements. Such use may be allowed to continue, yet expansion, 
rebuilding after damage, abandonment, or changes in operation can be restricted. 

The certificate of occupancy is a government document indicating that a building or 
space may be occupied for an approved use under applicable requirements. Its existence 
does not guarantee that every later alteration was permitted or correctly completed. 
Permit records can reveal additions, electrical upgrades, roof replacements, pools, 
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conversions, and other work reviewed by local authorities. Missing permits do not 
always mean work is unsafe, but they create questions about construction quality, legal 
status, taxes, insurance, and future resale. The buyer should learn what must be 
corrected rather than assuming a permit issue is merely paperwork. 

Condominium and homeowners’ association purchases require investigation beyond the 
individual unit or house. The buyer may become legally obligated to follow recorded 
restrictions and pay regular or special assessments. Financial statements, budgets, 
reserve levels, insurance, meeting minutes, lawsuits, repair plans, rental restrictions, and 
pending assessments can reveal risks affecting value and affordability. A clean unit 
inside a poorly funded building can become an expensive purchase. Shared ownership 
means the condition of common roofs, roads, elevators, foundations, drainage, and 
insurance matters even when those areas are outside the buyer’s walls. 

A special assessment may be charged for major work or an expense not covered by 
normal dues. The contract should address who pays an assessment that was approved 
before closing but becomes due afterward. Meeting minutes may reveal that the board 
has discussed an expensive project even though no assessment has been formally 
approved. Lenders and insurers may also examine the association’s finances, 
occupancy, litigation, and building condition. The buyer must investigate the community 
as an organization, not merely inspect the private living space. 

Rental property requires another layer of due diligence. Existing leases may continue 
after the sale and bind the new owner. The buyer should review lease terms, rent records, 
deposits, payment history, notices, tenant claims, maintenance obligations, and any 
promises made outside the written lease. An estoppel certificate is a statement in which 
a tenant confirms important facts such as rent, deposit, lease term, defaults, and side 
agreements. It helps test whether the seller’s records match the tenant’s understanding. 

The buyer should verify actual income rather than relying on advertised potential. A pro 
forma is a projection of how a property might perform under assumed future conditions. 
It may use higher rents, lower vacancy, reduced expenses, or improvements that have 
not occurred. Actual operating statements show what happened, while a pro forma 
shows what someone believes could happen. Both are useful, but they should never be 
confused. 

New-construction contracts create different risks because the buyer may be agreeing to 
purchase something that is unfinished or has not yet been built. The contract may give 
the builder flexibility to substitute materials, alter dimensions, delay completion, choose 
the title company, or limit remedies. The model home may contain upgrades not included 
in the base price. Allowances are estimated amounts assigned to unfinished selections 
such as flooring, cabinets, or fixtures, and exceeding them increases the buyer’s cost. 
The contract should explain completion standards, inspections, change orders, 
warranties, delays, and what happens if construction differs from expectations. 



A change order is a written modification to the construction plans, materials, price, or 
schedule. Verbal requests made during construction can produce disagreement over 
whether the builder agreed, whether the work was included, and who must pay. Each 
change should state the work, additional cost, effect on completion, and required 
signatures. Small changes can accumulate into a large final bill. Construction decisions 
should be documented while everyone still remembers them. 

The final walkthrough is the buyer’s last opportunity before closing to confirm that the 
property remains in the expected condition. It is not a replacement for the earlier 
inspection. The buyer should verify that agreed repairs were completed, included items 
remain, the property has not suffered new damage, occupants have moved as required, 
and major systems still operate. Water leaks, storm damage, removed appliances, 
construction debris, or incomplete repairs can appear after the inspection. Problems 
discovered during the walkthrough should be addressed before signing and funding 
whenever possible. 

Casualty provisions explain what happens if the property is damaged before closing. A 
fire, storm, flood, vandalism, fallen tree, or other event can change the condition between 
contract and transfer. The contract may give the seller an obligation to repair, allow 
insurance proceeds to be assigned, permit the buyer to terminate, or provide another 
remedy depending on the extent of damage. Risk of loss refers to who bears the 
economic effect of such damage at a particular stage. Buyers should not assume the 
seller carries every risk until the keys are delivered. 

Closing costs are expenses required to complete the purchase and financing beyond the 
down payment. They can include lender charges, appraisal, title services, settlement 
fees, recording charges, taxes, insurance, prepaid interest, association charges, 
inspections, and other items. Prepaids are amounts collected in advance for future 
obligations such as insurance, taxes, or interest rather than payment for a closing 
service. A buyer may negotiate for the seller to pay certain costs, but financing programs 
may limit seller contributions. The contract and lender rules must work together. 

Proration divides certain income or expenses between buyer and seller according to the 
portion of a period each owns the property. Property taxes, rents, association fees, or 
utilities may be prorated at closing. If taxes are paid later in the year, the seller may credit 
the buyer for the seller’s ownership period so the buyer can pay the full bill when due. 
The calculation may use estimated figures that require later adjustment depending on the 
agreement. A credit on the closing statement changes who brings money, but it does not 
necessarily mean the underlying bill has already been paid. 

The Closing Disclosure is the key federal mortgage form showing final loan terms, 
projected payments, closing costs, and cash needed from the borrower. For most 
covered mortgages, the borrower must receive it at least three business days before 
closing. That period exists so the borrower can compare it with the Loan Estimate, 
identify changes, and ask questions. The loan amount, interest rate, loan type, monthly 



payment, mortgage insurance, escrow, closing costs, seller credits, and cash to close 
deserve careful review. The CFPB provides an interactive explanation of the Closing 
Disclosure and the required review period. 

Cash to close is the amount the buyer must provide to complete the transaction after 
accounting for the down payment, deposits, loan proceeds, credits, and closing charges. 
It is not always equal to the amount the buyer expected from an early conversation. 
Changes in taxes, insurance, interest, lender fees, repairs, credits, or loan structure can 
affect it. The buyer should know the final amount, accepted payment method, source of 
funds, and deadline before closing day. Arriving without sufficient verified funds can 
delay the transaction and create a possible default. 

Wire fraud has become a serious closing danger because criminals may impersonate an 
agent, attorney, lender, or settlement company and send false wiring instructions. A 
message may look familiar because the criminal has copied names, signatures, property 
addresses, and transaction details. Buyers should independently verify wiring 
instructions by calling a known telephone number obtained from a trusted source, not 
the number contained in a suspicious email. Last-minute instructions directing money to 
a different account should be treated as a major warning. The CFPB warns that 
scammers specifically target buyers near closing and advises immediate contact with the 
bank or wire company if money is misdirected. 

The settlement agent coordinates documents, money, payoffs, recording, and other 
closing requirements, although the professional performing this role varies by location. 
The buyer may sign the promissory note, mortgage or deed of trust, deed-related 
documents, tax forms, affidavits, and settlement statements. The promissory note is the 
legal promise to repay the loan. The mortgage or deed of trust gives the lender a security 
interest in the property. The deed transfers the seller’s ownership interest to the buyer. 

Signing and funding do not always occur at the same moment as recording. Funding 
means the lender or buyer provides the money required to complete the transaction. 
Recording places the deed and security instrument into the public land records. In some 
locations, the buyer may sign documents before the transaction is considered fully 
closed. The parties should understand what event legally completes the closing and 
when possession may be taken. 

The deed should be reviewed for the correct buyer names and form of ownership. A 
married couple, unmarried partners, family members, trust, or business may each require 
different title decisions. The choice can affect survivorship, inheritance, creditor 
exposure, transfer rights, and the ability of one owner to act alone. Closing is a poor time 
to make that decision based on how names happen to fit on a form. The ownership 
structure should be considered before documents are prepared. 

Default means a party failed to perform a contractual obligation. A buyer may default by 
failing to provide the deposit, pursue financing as promised, deliver required notice, 
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bring closing funds, or complete the purchase without a contractual excuse. A seller may 
default by refusing to transfer the property, failing to clear required title problems, or 
violating another obligation. The contract may provide for deposit forfeiture, return of 
money, damages, attorney fees, mediation, arbitration, termination, or court action. 
Remedies differ by contract and state law. 

Liquidated damages are an amount or method agreed in advance to compensate for a 
breach when actual loss would be difficult to measure. A contract may allow the seller to 
retain the earnest money as liquidated damages after a buyer’s unexcused default. This 
does not mean every deposit automatically becomes valid liquidated damages. The 
clause must be read together with the contract and governing law. Buyers should 
understand whether deposit forfeiture is the seller’s only remedy or whether the seller 
may pursue additional damages. 

Specific performance is a remedy through which a court orders a party to perform the 
promised contract rather than simply pay money. It can be important in real estate 
because every parcel is considered unique. A buyer may seek to force a seller to transfer 
the agreed property when money alone would not provide an adequate replacement. 
Whether the remedy is available depends on the facts, contract, and law. Specific 
performance is commonly associated with real-property disputes because the promised 
property may be considered irreplaceable. 

Termination and cancellation are not always identical to mutual release. A party may 
claim a right to terminate, but the escrow holder may still require signed instructions or a 
legal determination before releasing disputed earnest money. A mutual release is an 
agreement in which the parties free each other from specified obligations or claims. 
Signing one can end a dispute, but it may also surrender rights that a party intended to 
preserve. The language should be read as carefully as the original contract. 

The contract should survive pressure. Buyers are often told that another offer is coming, 
the seller needs an answer immediately, the lender requires a quick decision, or the 
closing cannot be delayed. Some deadlines are real, but urgency does not make unclear 
terms safe. A rushed buyer still becomes bound by what was signed. When time is 
limited, the answer may need to be a shorter investigation period, a carefully written 
protection, or a decision not to proceed. 

The buyer’s strongest protection is not suspicion of everyone involved. It is disciplined 
verification. Important statements should be placed in writing, contract dates should be 
calendared, deposits should go only to authorized holders, specialists should examine 
matters within their expertise, and unresolved questions should remain unresolved 
rather than being converted into comfortable assumptions. Every contingency should be 
followed through to a decision instead of allowed to expire silently. The buyer should be 
able to explain why the property is acceptable without relying on the phrase that 
someone else said it was fine. 
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Imagine that a buyer finds a home listed at $350,000 and agrees to the seller’s price 
because several people appear interested. The contract requires the deposit within three 
days, inspection within ten days, loan application within five days, and closing in thirty 
days. The buyer schedules the inspection on the ninth day and learns that the sewer line 
may be damaged, but no sewer contractor can examine it before the inspection deadline. 
If the buyer allows the deadline to pass without a proper extension or notice, the right to 
rely on that contingency may be weakened or lost. 

Now suppose the appraisal comes in at $330,000, insurance is more expensive than 
expected, and the title report reveals a shared driveway easement. None of these facts 
necessarily requires abandoning the purchase, but each changes the deal. The appraisal 
affects financing and cash, insurance affects monthly affordability, and the easement 
affects control of the land. A prepared buyer returns to the contract, identifies the 
available rights, meets the deadlines, calculates the total cost, and decides from 
evidence. An unprepared buyer reacts to each surprise separately and may not realize 
that several small problems have combined into one unaffordable purchase. 

The contract does not predict every future event. Its purpose is to create an orderly 
method for handling the events that can reasonably be anticipated. A strong agreement 
identifies the property and price, gives the parties a workable schedule, protects 
legitimate investigation, explains financing, assigns closing expenses, defines the 
required title, handles damage, and establishes remedies. A weak agreement leaves 
important matters to memory, goodwill, or assumptions. Goodwill is valuable in a 
transaction, but it is not a substitute for enforceable language. 

By the time the buyer receives the keys, the property should no longer be a mystery held 
together by promises. The physical condition should have been investigated, financing 
should be understood, title should have been examined, insurance should be secured, 
required funds should be verified, ownership names should be correct, and possession 
should be clearly established. Closing is not the place where careful thinking begins. It is 
the place where weeks of careful thinking become permanent. 

 


