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Aceable

Acronym Expanded Text
1099-MISC Miscellaneous Income

2FA Two-factor authentication

ABA Affiliated Business Arrangement

ABS Asset-backed securities

ACRIS Automated City Register Information System

ADA Americans with Disability Act

ADR Average Daily Rate

ADU Accessory dwelling unit

AEI Administrative Enforcement Initiative

AFFH Affirmatively Furthering Fair Housing

ALA Administrative Law Judge

APO Always Present the Offer

APR Annual Percentage Rate

AQB Appraiser Qualifications Board

ARC Access Review Commission

ARM Adjustable Rate Mortgage

ARM Accredited residential manager

ARV After-repair value

ASB Appraisal Standards Board

AST Above ground storage tanks

AfBA Affiliated Business Arrangement Disclosure

BOMA Building owners and managers association international

BPO Broker’s price opinion

BSA Board of Standards and Appeals

BTCF Before tax cash flow

BTU British Thermal Unit

C-MAP Coastal Market Assistance Program

CAA Clean Air Act

CAC Conservation advisory council

CC&R Covenants, conditions and restrictions

CD Certificates of deposit

CDC Center for Disease Control

CDO Collateralized debt obligation

CERCLA Comprehensive Environmental Response, Compensation and Liability Act

CFCs Chlorofluorocarbons

CFPB Consumer Financial Protection Bureau

CLA Clean living area

CMA Comparative Market Analysis

CMA Comparative Market Analysis

CMO Collateralized mortgage obligation

CO Carbon monoxide

CO Certificate of Occupancy

Co-op Cooperative

COBRA Consolidated Omnibus Budget reconciliation Act

Condo Condominium

Condops Condos and co-op

CPA Certified public accountant

CPI Consumer Price Index

CRA Community Reinvestment Act

CRS Congressional research service

CWA Clean Water Act

CoC Cash-on-cash

DEC New York State Department of Environmental Conservation

DOB Department of Buildings

DOS Department of State

DSCR Debt service coverage ratio

New York Pre-Licensing Acronyms
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Aceable

Acronyms  

Acronym Expanded Text

DTI Debt-to-income ratio

DUST Demand, Utility, Scarcity, Transferability

E&O Errors and Omissions Insurance

ECL Environmental Conservation Law

ECOA Equal Credit Opportunity Act

EEM Energy Efficient Mortgage

EGI Effective Gross Income

EIM Energy Improvement Mortgage

EIS Environmental Impact Statement

EMF Electromagnetic field

EOI Education and Outreach Initiative

EPA Environmental Protection Agency

ERIC, E-Sign Electronic Signatures

ERSA Electronic Signatures and Records Act

ETPA Emergency Tenant Protection Act

FAIR Fair Access to Insurance

FAR Floor area ratio

FDIC Federal Deposit Insurance Corporation

FEMA Federal emergency management agency

FHA Federal Housing Administration

FHAP Fair Housing Assistance Program

FHEO Office of Fair Housing and Equal Opportunity

FHFA Federal Housing Finance Agency

FHIP Fair Housing Initiatives Program

FHJC Fair Housing Justice Center

FHOI Fair Housing Organizations Initiative

FICA Social Security and Medicare Tax

FSBO For Sale By Owner

Fannie Mae, FNMA Federal National Mortgage Association

Farmer Mac, FAMC Federal Agricultural Mortgage Corporation

Freddie Mac, FHLMC Federal Home Loan Mortgage Corporation

GAP General accounting principles

GLA Gross living area

GNB Goliath National Bank

GPM Graduated-payment mortgage

GPM Gallons per minute

GPRI Gross potential rental income

GRM Gross rent multiplier

GSE Government-sponsored Enterprises

Ginnie Mae, GNMA Government National Mortgage Association

HELOC Home equity line of credit, Home equity loan

HEPTA Home Equity Theft Prevention Act

HERA Housing and Economic Recovery Act

HFA Housing finance authorities

HMDA Home Mortgage Disclosure Act

HOA Homeowner association

HOEPA Home Ownership and Equity Protection Act

HUD Department of Housing and Urban Development

HVAC Heating, Ventilation &  Air Condition

IAQ Indoor air quality

IDNYC NYC Identification Card

ILSFDA Interstate Land Sales Full Disclosure Act

IRA Individual retirement account

IRC International Residential Code

IRC Internal revenue code

IREM Institute of real estate management
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Aceable

Acronyms  

Acronym Expanded Text

IRR Internal rate of return

IRS Internal revenue service

IRV Net operating income ÷ Capitalization rate  = Value 

kW Kilowatts

LEED Environmental Design Rating System

LF Loss factor

LIBOR London Interbank Offered Rate

LIHTC Low income housing tax credits

LLC Limited Liability Company

LLP Limited liability partnership

LOA Level of assessment

LPC Landmarks Preservation Commission

LTV Loan-to-value ratio

MA Market Rate

MACRS Modified accelerated cost recovery system

MAS Municipal Art Society

MBS Mortgage-backed securities

MIP Mortgage insurance premium

MLO Mortgage loan originator

MLS Multiple Listing Service

MPM Master property manager

MSA Marketing Services Agreement

NAR National Association of REALTORS

NARPM National association of residential property managers

NEC National Electrical Code

NEPA National Environmental Policy Act

NFIP National Flood Insurance Program

NFP Not-for-profit

NGBS National Green Building Standard

NIIT Net investment income tax

NIMBY Not in my back yard

NMLS Nationwide mortgage licensing system and registry

NOI Net Operating Income

NOPV Notice of Property Value

NPDES National Pollutant Discharge Elimination

NPL National Priorities List

NYPIUA New York Property Insurance Underwriting Association

NYSAR New York State Association of REALTORS

NYSDEC New York State Department of Environmental Conservation

NYSDOH New York Department of Health

NYSUFPBCA New York State Uniform Fire Prevention and Building Code Act

OI Other income

OLD CAR Obedience, Loyalty, Disclosure, Confidentiality, Accounting, Reasonable Care

OPRHP New York Office of Parks, Recreation and HIstoric Preservation

ORPTS Office of Real Property Tax Services

PCB Polychlorinated biphenyls

PEI Private Enforcement Initiative

PETE Police Power, Eminent Domain, Taxation, Escheat

PEX Cross-formulated polyethylene

PII Personally Identifiable Information

PITI Principal, Interest, Taxes, Insurance

PMI Private mortgage insurance

PTO Paid time off

PUD Planned Unit Development

PVC Polyvinyl chloride

PVC Projected vacancy cost
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Aceable

Acronyms       

Acronym Expanded Text

QAP Qualified action plan

QBI Qualified business income

RARs Residential Assessment Ratios

RCRA Resource Conservation and Recovery Act

REBNY Real Estate Board of New York City

REIC Real estate investment conduit

REIT Real estate investment trust

REO Real estate owned

RESPA Real estate settlement procedures act

RFC Reconstruction Finance Corporation

ROI Return on investment

RPA Real property administrator

RPP Real Property

RPTT Real property transfer tax

RSF Rentable square footage

S corps Subchapter S Corporations

SARA Superfund Amendments Reauthorization Act

SBL Section-Block-Lot

SBS Sick building syndrome

SCAR Small Claims Assessment review

SDWA Safe Drinking Water Act

SEQRA State Environmental Quality Review Act

SONYMA State of New York Mortgage Association

STAR School Tax Relief Program

SWIS State-Wide Information System

TCJA Tax cuts and jobs act of 2017

TCO Temporary certificate of occupancy

TEFRA Tax Equity and Fiscal Responsibility Act

TIC Total investment cost

TILA Truth in Lending Act

TTY Text Telephone

TVM Time value of money

UETA Uniform Electronic Transactions Act

UFFI Urea-formaldehyde foam insulation

URAR Uniform Residential Appraisal Report

USDA U.S. Department of Agriculture

USF Usable square footage

USPAP Uniform Standards of Professional Appraisal Practice

UST Underground storage tanks

VA Department of Veterans Affairs

VC Vacancy cost

VOE Verification of Employment

ZEO Zoning Enforcement Officers
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Aceable

Term Definition
Level. 

Chapter

abstract of title
an abbreviated history of a property, including info on any transfers, grants, wills, 

conveyances, liens, and encumbrances
4.1

abutting sharing at least one common boundary with another property 11.4

acceleration clause
a clause in a security instrument which makes the entire loan amount due 

immediately upon default
10.1

accession
the right to all that one's own property produces, including that which is added, 

either naturally or by human action, to the property already owned
1.2

accessory apartment use
a second dwelling unit located on the same property as a single family home; 

usually smaller in size than the primary residence
11.4

accessory use
a use of property that is secondary or incidental to the principal use of the 

property
11.4

accounting

an agent's duty to account for all funds and/or property a client has entrusted to 

them during their agency relationship; one of the fiduciary duties an agent owes 

the principal that extends beyond termination of the agency relationship

6.4

accretion
the process that results in the gradual increase in land area through deposits of 

soil by natural forces
1.2

acknowledgment
a formal declaration that the person signing a document is doing so by choice; 

takes place in the presence of a notary or other authorized public officer
3.2

acre
a unit of area measurement used to determine the size of land; 1 acre = 43,560 

square feet
14.1

act of waste using a property in a way that damages it or diminishes its market value 1.4

active income
earnings (including wages, salaries, commissions, and bonuses) from a trade or 

business where the taxpayer is an active participant
22.2

actual cash value
replacement cost less any depreciation; used to determine the reimbursement 

amount in a property loss claim for many insurance policies
16.3

actual eviction

the process by which a tenant is expelled from a property due to the tenant's 

violation of the lease's terms; the legal process by which someone is expelled 

from a property and prevented from re-entry

9.8, 24.3

actual notice
when an individual has explicit knowledge of a fact, they are said to have actual 

notice
4.1

ad valorem tax a tax calculated according to the assessed value of a piece of real estate 18.1

adjustable rate mortgage 

(ARM)

a mortgage with an interest rate that can be adjusted based on fluctuations in the 

cost of money
10.2

adjusted basis the basis plus the cost of any improvements, minus the amount of depreciation 22.2

administrative discipline

the enforcement of real estate license laws by the New York Department of State 

through reprimand and denial, as well as the suspension and revocation of 

licenses

5.3

advance consent to dual 

agency
Consent to a possible dual agency transaction given prior to the occurrence 7.2

adverse possession

involuntary transfer of title from an owner who does not use or inspect their land 

for a number of years to another person who has some claim to the land and 

takes possession

3.1

after tax cash flow
a property's annual income that remains after paying its operating expenses, 

debt service, and taxes
21.8

agency disclosure form

required disclosure form that describes permitted forms of agency relationships 

and the rights and obligations those relationships entail; given upon the first 

substantive contact

6.5

agent
an individual with authority to act on behalf of another; a state license is required 

to operate as an agent in real estate
6.1

air rights the right to use the airspace above the surface of land 1.2, 11.4

alluvion the soil that gets deposited in the process of accretion 1.2

New York Pre-Licensing Key Terms
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Aceable

Key Terms       

Term Definition
Level. 

Chapter

alteration agreement
a written agreement that is signed by co-op shareholder-tenants prior to any 

renovations, modifications, repairs, or alterations
19.2

Americans with Disabilities 

Act

a federal civil rights law enacted to prohibit discrimination against and create 

standards for people with disabilities
8.10

amortization
the process of paying off a debt/mortgage in regular installments based on a 

fixed payment schedule
10.1

amperage the strength of an electric current; measured in amperes, or amps 12.3

anchor stores
major retail chain or department stores in a shopping center which provide 

exposure to smaller, complementary satellite stores
24.1

anchor tenant
the leading tenant in a shopping center who can generate higher foot traffic than 

lesser-known neighbor tenants; typically pays a lower rent rate
20.6

apartment information 

vendor

a person who furnishes a customer with information concerning the location and 

availability of residential rental property in exchange for a fee
5.2

apartment sharing agent

a person or company who, for a fee, arranges, conducts, or otherwise handles 

meetings between a potential renter and the current owner or occupant of legally 

occupied real property, including apartment housing, who wishes to share that 

housing as a private place of residence as roommates or in other sharing 

arrangements

5.2

appraisal
an impartial, qualified appraiser's written opinion of value of a specific property as 

of a specific date, supported by relevant market information
13.4

appreciation the increase in value of a property 22.2

appropriation the act of setting aside an amount of money to be used for a specific purpose 18.5

appurtenances
rights that run with real property ownership; most often transferred with the 

property, but possible to sell separately
2.2

architectural review board

an appointed board that determines the effects that building or altering a 

structure will have on the surrounding areas, especially concerned with signs, 

fences, and building exteriors

15.2

Article 12-A
article of New York Real Property Law containing most of the laws that govern 

real estate brokers and salespersons
5.1

Article 78 proceeding

a type of legal proceeding in which an aggrieved party seeks to challenge actions 

of administrative agencies and other government bodies; used to appeal the 

decision of a New York State or local agency to the New York courts

5.3

asbestos
a naturally occurring mineral fiber that is commonly used in insulation but if 

airborne or inhaled, can cause severe respiratory health issues
12.4

asbestosis a lung disease resulting from extended exposure to asbestos 12.4

assessed value
the value placed on a property by a governmental unit for use in calculating 

property taxes
13.4, 18.2

assessing unit/approved 

assessing unit
a department that has the power to assess real property (city, town, county) 18.2

assessment review board a local board that hears appeals of tax assessments 18.4

assessment the determination of the market value of a property 18.2

assignment the complete transference of obligations in a contract from one party to another 9.6

associate real estate broker

sometimes called a broker associate, broker-salesperson, or affiliate broker, this 

person has a broker's license but is working under a managing broker; they are 

usually not responsible for supervising other agents

5.1

attorney review clause
a section of the contract that makes the sale contingent on the approval of the 

parties' attorneys
9.7

avulsion the sudden loss of land by an act of nature 1.2

balloon framing
a type of framing in which closely spaced long vertical studs extend from the 

foundation up to the roof
12.2

balloon mortgage
a type of loan that is paid off in small, periodic payments, but at the end of which 

the remaining balance is due as a lump sum
10.2
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Aceable

Key Terms       

Term Definition
Level. 

Chapter

bargain and sale deed
a deed without any warranty against encumbrances; only implies that the grantor 

holds the right to convey title
3.4

basement the bottom floor of a building that is partially or completely below ground level 12.2

basis the buyer's initial cost of real estate 22.2

beam
a long horizontal piece of squared wood or metal that spans an opening or part of 

a building
12.2

bearing wall a wall that bears the weight of a roof, ceiling, or floor 12.2

before tax cash flow
a property's annual income that remains after paying its operating costs and debt 

service
21.7

beneficiary
the recipient of advantage or gain from an act or instrument such as a trust, will, 

or insurance policy
1.7

blanket mortgage a loan for which more than one collateral property acts as security 10.2

blind ad
an ad in which a broker attempts to promote or solicit real estate activity without 

disclosing the fact that they are a licensed real estate broker; illegal in New York
5.2

block and lot
a type of legal description that identifies a piece of platted property by referring to 

the lot and block numbers in the subdivision
3.3

blockbusting
the illegal practice of causing owners to sell their homes by creating fear that 

members of a protected class are moving into the area
8.5

blueprint
a technical drawing that details building plans and guides architectural 

construction and engineering design
12.1

board package

a package presented to a co-op or condominium board of managers/directors 

from a potential shareholder or buyer that includes material requested by the 

board

19.2

boot
extra, non-like-kind property included in a tax-deferred exchange to make up a 

pricing disparity in the exchange; is not tax-deferred
22.2

bridge loan

short-term loan used to transition from one loan to another; can connect 

borrower from construction loan to eventual mortgage loan (or current home to 

their new home)

10.2

British Thermal Unit (BTU)

a measurement of the amount of heat required to raise the temperature of one 

pound of water by one degree Fahrenheit; the unit of measurement for capacity 

of heating and air conditioning units

12.3

broker's agent

a cooperating agent from a brokerage firm not affiliated with the listing or buyer 

broker but who is assisting that broker by finding a buyer or a property for that 

broker's client; has fiduciary obligations to the client but does not operate as a 

subagent of the client

6.10

building department

the government body responsible for issuing building permits, ensuring that 

building code is followed, and that construction is safely carried out by licensed 

professionals

15.2

building envelope
the exterior shell of the building that encloses the interior and acts as a physical 

separator between the conditioned and unconditioned environment of a building
12.2

building permit
a legal document from a local authority that authorizes a construction or 

remodeling project
11.2

bundle of rights
ownership of land with all of the legal rights of possession, control, enjoyment, 

exclusion, and disposition
1.2

buydown
The paying of money up front to reduce a loan's interest rate and monthly 

payments
10.5

buyer's agent a broker representing a buyer in a real estate transaction 6.10

bylaws
a set of rules that govern the activities of condominium and cooperative 

associations
19.1

capital expense an expense paid in order to improve a property 24.3

capital gain
the increase in the value of an asset — for tax purposes, the gain is not realized 

until the asset is sold
22.1
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Aceable

Key Terms       

Term Definition
Level. 

Chapter

capital loss the loss incurred by selling a capital asset 22.2

capital reserve budget a budget for variable expenses 24.3

capitalization rate
a rate of return that calculates the percentage of expected annual income earned 

over a property's value; the present value for expected future income earned
21.10

carbon monoxide
an odorless, colorless gas that occurs as a by-product due to incomplete 

combustion when burning such fuels as wood, oil, and natural gas
12.4

cash flow
refers to the cash that an investment generates after accounting for the operating 

expenses, debt service, and taxes associated with the enterprise
22.1, 22.2

cash-on-cash return
a rate of return that calculates the cash profit earned as a percentage of the cash 

invested; before tax cash flow over total investment cost
21.9

caveat emptor
a latin phrase meaning, "let the buyer beware" – used to mean the buyer is 

expected to do their due diligence when purchasing property
9.7

cease and desist list
a list that allows property owners in a cease and desist zone to opt out of 

soliciting from brokers and salespeople
8.6

census tract

a relatively small, geographical area defined through use of statistics by the U.S. 

Census Bureau; sample population size is usually between 2,500 and 8,000 

persons

11.3

certificate of occupancy
a document issued by a governmental authority that a building is ready and fit for 

occupancy
12.1

chain of title the entire chronological record of a property’s ownership 4.1

change of association

the official process a new sponsoring broker must complete to transfer a 

salesperson or associate broker's affiliation from the prior sponsoring broker to 

them

5.2

chattel
any unattached, movable asset on the property not considered real estate (land 

plus improvements); also known as personal property or personalty
1.2

chlordane
a chemical compound formerly used in pesticides that is dangerous to human 

health
12.4

chlorofluorocarbons (CFCs)
chemical compounds containing chlorine, fluorine, and carbon atoms that were 

once used in refrigerator coolant, air conditioners, and dehumidifiers
12.4

circuit breaker
an electrical switch designed to automatically stop a current from flowing if an 

overload occurs
12.3

Civil Rights Act of 1866
the first law that began to promise equal rights for all citizens regardless of race 

or color
8.1

Clean Air Act (CAA)
a federal law that aims to protect people and the environment from the harmful 

effects of air pollution
12.6

client
someone who has entered an agency relationship with a license holder; also 

known as a principal
6.2

closing
the last step in the transaction, the transfer of actual real property ownership 

from seller to buyer
4.2

commingling the illegal act of mixing personal funds with a client’s funds 5.3

commission a fee paid to a broker in exchange for services in a real estate transaction 14.2

common areas
land, buildings, or amenities which are available for use and owned by all 

residents or tenants; most often found in condominiums or cooperatives
19.1, 20.10

comparative market 

analysis

a report that compares the prices of recently sold or listed homes 

("comparables") in order to estimate the market value of a similar property (the 

"subject property") located in the same area

13.3

Comprehensive 

Environmental Response, 

Compensation, and Liability 

Act (CERCLA)

a federal law that provides broad federal authority to respond directly to releases 

or threatened releases of hazardous substances that may endanger public health 

or the environment

12.6

condemnation
the governmental act of seizing private land through exercise of power of 

eminent domain
11.2

condominium
property where each owner has a separate interest in their own unit and 

undivided interest in the common areas
19.1
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Key Terms       

Term Definition
Level. 

Chapter

condop

a building that has been divided into at least two condominiums, where the first 

condo is co-op residential units, and the second condo is 

professional/commercial units

19.2

confidentiality

the obligation of an agent to safeguard the private information of their client; one 

of the fiduciary duties an agent owes the principal that extends beyond 

termination of the agency relationship

6.4

conservation advisory 

council

an appointed council that studies the preservation, development, and 

environmental use of a municipality's ecological and natural features and 

ensures environmental issues are handled in accordance with local ordinances

15.2

consideration
something of value exchanged by the parties as evidence of agreement to the 

terms of a contract
3.2

construction mortgage a temporary mortgage used to finance a construction project 10.2

constructive eviction

termination of the lease in circumstances in which the landlord acted or failed to 

act in such a way that the premises become unusable, whether by preventing 

quiet enjoyment or failure to make required repairs; termination of the lease in 

circumstances where the landlord intentionally failed to provide required repairs 

or maintenance to such a degree that the premises are considered unusable

9.8, 24.3

constructive notice
when a property's ownership is recorded publicly, so everyone can know the 

contents of recorded documents, constructive notice is said to have been given
4.1

contingency
a provision within a contract that makes performance conditional upon the 

occurrence of a stated event
9.6

continuing education
mandatory periodic training requirements licensees must complete as a condition 

of license renewal
5.2

conventional mortgage a loan that is not insured or guaranteed by a government entity 10.2

conveyance an instrument that transfers a grantor’s interest in real property 3.1

cooperating broker

a broker not affiliated with the brokerage representing a principal in a real estate 

transaction but who brings the other party (buyer or seller, as customer or client) 

to the transaction; can operate as a buyer's broker, subagent, or broker's agent

6.10

cooperative

a building owned by a corporation where the residents are shareholders in the 

corporation; each shareholder has a proprietary lease and the right to use 

common areas

19.2

corrective maintenance the repair or restoration of equipment after it has broken 24.3

cost approach

method of estimating the value of a property by determining how much it would 

cost to replace the building or other improvements, minus the cost of 

depreciation, plus the value of the land itself

13.5

cost the amount of money required to buy, build, or develop something 13.4

counteroffer
a contract proposal submitted in response to a previous offer, modifying the 

terms of the original offer; considered a rejection of the original offer
9.7

county health department

an agency responsible for public health programs, including approving septic 

systems, regulating food service establishments, and monitoring environmental 

health concerns

15.2

covenant of quiet enjoyment
a lessee's right to possess a property without interference from lessor, previous 

owner, or anyone else about the claim to the title
9.8

covenants, conditions, and 

restrictions (CC&Rs)

private restrictions established for condominium tenants to keep the property 

uniform and attractive
19.1

crawl space
a hollow, unfurnished space found underneath a house between the ground and 

the first floor
12.2

credits
a figure entered in a party’s favor when determining the overall costs associated 

with a transaction
4.4

cul-de-sac a dead-end street; typically ends with a circular turnaround 11.3
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Aceable

Key Terms       

Term Definition
Level. 

Chapter

curtesy/dower
the right (not recognized in New York) of a spouse to inherit property held in their 

spouse's name after that spouse dies; dower for women, curtesy for men
1.4

customer
an individual with whom a license holder has no agency relationship nor fiduciary 

duties but to whom fairness and honesty are still required
6.2

debits
an amount due from or owed by a particular individual at closing when 

determining the overall costs associated with a transaction
4.4

debt service

the amount of money needed for a specific time period in order to cover the 

payment of principal and interest portions on a loan; the amount of money spent 

on an investment property's loans

21.7, 22.1, 22.2

declaration

a legal document for creating a condominium that includes descriptions of the 

property, common areas, ownership units and terms and conditions, as well as 

acceptable uses of the residence; also known as a master deed

19.1

dedication
the voluntary gift of one’s land to the government; also known as dedication by 

deed
3.1

deductible
the specified amount an insured must pay on a loss before an insurance 

company will cover a claim
16.1

deed restriction a provision in a deed that restricts the land use of a property 11.1

default
the failure to fulfill an obligation; i.e., when a borrower fails to make payments on 

a loan
10.1

delivery and acceptance

required actions for the proper execution of a deed, involving delivery of the deed 

by the grantor with the intention of transferring title and acceptance by the 

grantee receiving the property

3.2

demography
the statistical study of a population based on various factors including race, 

gender, income, etc.
11.3

Department of Housing and 

Urban Development (HUD)

a government agency that administers federal aid to local housing agencies that 

manage the housing for low-income residents at rents they can afford
8.1

depreciation a reduction in value for any reason 13.5

direct cost the cost of labor and materials 13.4

disability or handicap
any physical or mental impairment that limits one or more of a person’s major life 

activities
8.3

disclosure

the act of revealing critical information regarding agency relationships or material 

facts related to real estate transactions, sometimes as a matter of law; one of the 

fiduciary duties an agent owes to the principal

6.4

discount points
fees that the lender charges to lower the lending rate; one point is 1% of the loan 

amount
10.5

Doctrine of Laches
a legal principle used to bar dated claims; used in conjunction with an 

unreasonable delay or negligence in asserting or defending one’s rights
11.1

dominant tenement
the parcel of land that benefits from an easement appurtenant by having the right 

to cross another owner's adjacent land
2.2

down payment
cash paid by the buyer to the seller, with the rest of the purchase price most 

likely come from a mortgage
9.7

dual agency

an agency relationship wherein both the buyer and the seller are represented by 

the same broker in an in-house real estate transaction; requires written consent 

from both parties

7.2

due diligence
a means of qualifying a property prior to purchase by investigating facts or 

liabilities
12.6

due-on-sale clause
a clause in a mortgage that makes the entire loan balance due when a property 

is sold; also known as the alienation clause
10.1

earnest money deposit
a deposit made to a seller showing the buyer's good faith in regards to the future 

performance of a sales contract
9.7

easement appurtenant
an easement that exists when two different parties own adjacent parcels of land 

and one owner has the ability to cross the other's land
2.2
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Aceable

Key Terms       

Term Definition
Level. 

Chapter

easement by condemnation

easement in which private property is taken for public use via eminent domain; 

declaration that a structure must be closed or demolished because it is unfit for 

occupants

2.2

easement by grant an easement that is granted to someone in a deed or other document 2.2

easement by implication

an easement created when land is divided and there is a longstanding, apparent 

use that is reasonably necessary for use of the dominant tenement; created by 

operation of law (not express grant or reservation)

2.2

easement by necessity
a type of easement by implication that occurs when the dominant tenement could 

not be used without an easement, even without a longstanding, apparent use
2.2

easement by prescription

an easement granted after the dominant estate has used the property in a 

continuous and open manner for a prescribed period of time without the owner's 

permission

2.2

easement for light and air
a negative easement that prevents the owner of adjoining land from doing 

anything that could block light and air from the dominant tenement
2.2

easement in gross an easement that applies to the person or entity, not the specific land 2.2

easement
an interest in, or a right to use, another individual’s land or property, generally for 

a specific, limited purpose
2.1, 11.3

eave
the lowest edge of a roof that overhangs the face of a wall and projects beyond 

the side walls of a building
12.2

effective gross income
the estimated total annual income that a property produces; does not account for 

any expenses
21.5

electromagnetic field 

(EMFs)
an invisible field of energy produced by electricity 12.5

eminent domain
the power of government to seize private property for public use; government 

must pay property owner just compensation for exercising power
11.2

encroachment
physical property that crosses the boundary into a neighboring landowner's 

property
2.1

encumbrance non-possessory interest in a property that burdens the title 2.1

Environmental Impact 

Statement

a detailed written statement required by the National Environmental Policy Act for 

a proposed major federal action significantly affecting the quality of the human 

environment

12.6

Equal Credit Opportunity 

Act (ECOA)

federal law prohibiting credit discrimination on the basis of race, color, religion, 

national origin, sex, marital status, age, or use of public assistance
10.4

erosion the gradual loss of land over time 1.2

escheat

the legal doctrine by which the decedent’s property will pass to the state without 

their consent if that individual dies without a will, a surviving spouse, lineal 

descendants, or other known heirs

11.2

escrow

a process in which funds and/or financial documents are held by a disinterested 

third party on behalf of the other two parties in the real estate transaction until 

specific conditions are satisfied

4.2, 5.3

estate for years
a leased possession of property for a certain, specific period of time; also known 

as a tenancy for years
1.5

estoppel
the legal principle that prevents an individual from asserting something contrary 

to that which was implied by previous words or deeds by that individual
6.5

evaluation a statement regarding the usefulness or utility of property, but not the value of it 13.4

exclusive agency

an agreement in which the seller has an exclusive relationship with a broker but 

retains the right to sell the property to named prospects with a lower (or no) 

commission going to the listing broker; commission is fully earned by the broker 

if they or anyone other than the seller is the procuring cause for the purchaser in 

the transaction

7.6
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exclusive right to sell
an agreement in which the seller guarantees the named broker receives a 

commission if the property is sold even if the seller brings the buyer themselves
7.6

executed contract
a contract that has been fully performed (both sides have completed their 

obligations)
9.5

executor
the person identified in a will to carry out its provisions, including the 

disbursement of property
3.5

executory contract
a contract that has not yet been fully performed (both sides have not yet 

completed their obligations)
9.5

exemption
provision that allows for a party to be free from an obligation, law, or rule to which 

others are subject
5.1

express contracts a contract that is put into words, whether orally or written 9.2

expressed agency
a type of agency relationship that is created as result of an explicit oral or written 

agreement
6.5

external obsolescence
loss of property value caused by negative forces outside the property which are 

beyond the control of the owner
13.5

Fair Housing Act of 1968

a federal law that prohibits discrimination in housing based upon race, color, 

religion, or national origin and was amended to include sex, disability, and familial 

status

8.1

familial status
a protected class that applies to families with children under 18 (also covers 

pregnant people and people in the process of adopting a child)
8.3

family

1. an individual or two or more people related by blood, marriage, or adoption 

living in the same dwelling 2. a group of up to three people who are not related by 

blood, marriage, or adoption living together as a single housekeeping unit

11.4

fascia a long board along the lower edge of the roof, directly above the soffit 12.2

feasibility study a type of analysis that measures the ability and likelihood of a development plan 20.8

Federal Housing 

Administration (FHA)
government agency charged with insuring mortgages 10.2

fee simple estate
maximum ownership of real property, and is of indefinite duration, freely 

transferable, and freely inheritable (also called a fee or a fee simple absolute)
1.4

fiduciary duties

the full sum of obligations owed to the client in an agency relationship that ensure 

that the agent always acts in the best interest of the client; includes the duties of 

obedience, loyalty, disclosure, confidentiality, accounting, and reasonable care

6.4

fiduciary

an individual upon whom is placed the highest levels of trust and confidence 

when acting on behalf of another; specific fiduciary duties include obedience, 

loyalty, disclosure, confidentiality, accountability, and reasonable care

6.1, 24.2

filtering down

a process in which people in higher income brackets move out of their higher 

priced homes into newly constructed high priced homes, leaving behind homes 

that lower-income people can then move into

8.12

first substantive contact

the critical point at which agency disclosure is required by a license holder; 

generally occurs at the first face-to-face meeting with the customer and prior to 

the sharing of any confidential information or initiation of any action in regards to 

a specific property

6.5

fixity the permanence of land 13.1

fixture
an object that was once personal property but is now firmly attached to the land 

in such a way that it is considered to be a part of the real estate
1.2

flashing
a thin sheet or strip of water-resistant material that covers joints when two or 

more types of materials come together to prevent water from penetrating the joint
12.2

flip tax a fee paid by a seller during a housing co-op transaction 19.2
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flipping

purchasing a property, fixing it up, and immediately reselling it for a profit; also 

known as assigning a contract (Note that illegal flipping is a type of real estate 

fraud.)

19.1

flitch beam
a compound beam, typically consisting of a vertical steel plate sandwiched 

between two wood beams
12.2

footing
an underground base that supports the foundation of a structure; also known as 

a footer
12.2

forbearance the act of refraining from exercising a legal right 10.1

foundation walls
side walls constructed below ground level – typically made of concrete, concrete 

block, or brick – that support a structure
12.2

Freon
the trademarked name of a harmful chlorofluorocarbon found in older air 

conditioning units
12.4

friable
a characteristic of asbestos that allows the mineral to crumble easily or become 

powdery when touched
12.4

front foot
standard unit used to measure a boundary of the property that borders a street; 

one front foot is one foot of property bordering the street
14.1

full covenant and warranty 

deed

a type of deed containing the strongest and broadest form of guarantee of title; 

provides the greatest protection of any deed to the grantee
3.4

functional obsolescence
loss of value because a property’s function or appearance has gone out of style 

or has been replaced by a more appealing or effective version
13.5

fuse
a protective device that contains a metal wire or strip that melts when too much 

current flows through it
12.3

general agency

a form of agency relationship in which the principal is responsible for the acts of 

their agent as long as the agent is acting within the scope of their duties (Broker-

Salesperson)

6.3

general agent

an agent who is authorized to manage all of a principal's affairs within certain 

specified areas; enjoys broader authority than that of a special agent but less 

than that of a universal agent

6.3, 24.2

general lien
a lien for which the real estate AND personal property may be sold to satisfy the 

debt
2.3

girder the main horizontal support beam of a structure 12.2

grace period
a window of time after a payment is due and where the borrow can make a 

payment without incurring penalties
10.1

graduated lease
a variable lease agreement in which the amount of rent increases periodically at 

regular intervals
9.9

graduated-payment 

mortgage

a fixed-rate mortgage that has a lower initial interest rate in its first years, but 

includes gradual increases each year
10.2

grantee the person who receives a conveyance of real property in a transaction 3.1

grantor the person who transfers title to real property in a real estate transaction 3.1

gross lease
lease in which the tenant will be responsible for the payment of a fixed monthly 

charge, while the landlord is responsible for paying all operating expenses
9.9

gross potential rental 

income
the total rental income a property would receive at a 100% occupancy rate 21.5

ground lease also known as a land lease, it is the lease of bare, undeveloped land 9.9

groundwater water held underground in the soil or in pores and crevices in rock 12.5

group boycott

an agreement among two or more competitors not to do business with another 

competitor for the purpose of inducing the other competitor to change its 

business practices or drive them out of business

6.7

group home
a dwelling in a residential zone legally occupied by three or more unrelated 

people; examples include foster homes, halfway homes, or rehabilitation centers
11.4

habendum clause
a clause within a deed that clarifies the type and extent of interest conveyed by 

the granting clause
3.2
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header
a beam-like support in wood-frame construction that spans an opening for a 

window or door; also known as a lintel
12.2

hectare
metric unit used to measure the area of land; one hectare equals 2.471 acres or 

10,000 square meters
14.1

highest and best use of land the legal use of land that will yield its greatest net return 20.8

historic preservation or 

landmark commission

an office that identifies, evaluates, preserves, and revitalizes a city’s historic, 

archaeological, and cultural resources; in NYC they also issue permits
15.2

holdover tenant
tenant who remains in a property after the lease has expired (tenancy at 

sufferance)
9.8

home equity loan
a loan in which funds are borrowed using the homeowner’s equity for collateral; 

the funds can be used for any purpose
10.2

home inspector

a licensed professional who performs a non-invasive visual examination of a 

residential building in order to identify observed material defects within specific 

components of said building and provides a written report of all findings

5.2

homestead a residential dwelling that is eligible for a separate tax rate 18.3

house rules
rules and requirements established for condominium and/or co-op tenants, 

including rules for common areas, parking, noise, and pets
19.2

illiquidity an asset's state of relative difficulty in converting to cash without loss of value 1.2

implied agency
agency resulting from the words or deeds of one or both parties; agency not 

stated in writing
6.5

implied contracts
a contract that has not been put into words, but is implied through the parties' 

actions
9.2

in rem a legal action directed at a property; as opposed to a person 18.1

income approach

method of estimating the value of a property based on the amount of income it 

produces (or could produce) for its owner; often achieved via comparisons to 

similar properties

13.5

index lease
a variable lease agreement that allows for a graduated increase of rent based on 

a readily-available marketplace index
9.9

indirect cost cost associated with a construction project, not including labor or materials 13.4

informed consent
the principle that a client or customer must understand and agree to certain 

actions or agency relationships prior to implementation
7.1

infrastructure
the basic, foundational systems that support a community, such as schools, 

waste management, and water
11.3

insured value
the value for which a property can be insured; generally equal to the replacement 

cost of the structure and not the land value
13.4

interest a loan fee paid in exchange for the use of money 10.7

internal rate of return
a rate of return that calculates the profit earned in relation to cost and time; 

accounts for the principle of time value of money
21.11

investment value
the highest price an investor would be willing to pay for a property based on how 

well it will serve their investment goals
13.4

involuntary alienation
transfer of title to property without the owner’s consent, usually carried out by 

operation of law
3.1

involuntary lien a lien that is obtained through a government law without the owner's consent 2.3

irrevocable consent

consent that is incapable of being revoked or altered; in New York, the type of 

consent that is required of out-of-state licensees to submit to the jurisdiction of 

the courts of the state of New York

5.2

joint tenancy
co-ownership in which the parties have an equal and undivided interest in the 

property; includes the right of survivorship rather than inheritance
1.6
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joint venture

a business arrangement that a partnership uses when joining forces for a single 

business objective achieved through one or a series of related projects; this 

arrangement will not be of an ongoing nature

1.8

joist
a long beam of wood or steel arranged horizontally and parallel to support a floor 

or ceiling
12.2

kickback

any money, fees, commission, credit, gift, gratuity, thing of value, or 

compensation of any kind made to the facilitator of a transaction, usually covertly 

and/or illicitly

5.3

Lally column
a tubular steel column filled with concrete and used as a supporting member in a 

building
12.2

land patent an instrument that conveys public land to an individual 3.1

landlord's agent a broker representing a landlord in a real estate transaction 6.10

lead agency

the lead agency responsible for evaluating the environmental impact of a 

proposed project or activity; a lead agency is chosen when multiple stage 

agencies are involved in the approval process

11.2

lead
a naturally occurring mineral that has been used in the manufacturing of paint 

and water pipes and is toxic to humans
12.5

lease escalation clause
a stipulation in a contract that permits landowners to raise rent; usually tied to an 

external economic index
20.12

lease
a contract in which one party conveys property to another for a specific 

predetermined period of time, generally in return for periodic payment
9.8

leasehold estate
a type of property interest allowing tenants to occupy and use a property they do 

not own; contains a reversionary right
9.8

legal description
a description of a property that is distinct and precise enough to distinguish it 

from all other properties
3.2

lender rebate

a credit given by the lender to the borrower that may be used to pay third party 

settlement charges or to fund the escrow account; generally paid for by 

borrowers in the form of a higher interest rate

23.1

lessee the party who leases a property; also known as the tenant 9.8, 24.3

lessor the party who grants a lease to another; also known as the landlord 9.8, 24.3

letter of intent signifies an agreement to do business together, but is not binding 19.1

leverage
the use of debt as a tool to stretch an available pool of money further by using it 

to mortgage many properties rather than purchase one or a few outright
20.2

levy a tax; or, the imposing of a tax 18.5

liability insurance
insurance coverage that protects against claims that one's negligence or 

inappropriate action resulted in a loss to another party
16.2

license
the revocable and temporary permission to use someone else’s property for a 

specific purpose
2.1

lien
a right to the possession of a property by someone other than the owner until a 

legal duty is satisfied by the owner
18.1

life estate
an interest in real estate that will end upon the death of the life tenant or the pur 

autre vie life (life of another)
1.4

lifetime cap/ceiling
the limits in which an adjustable or variable rate mortgage can increase in 

payment over the lifetime of a loan
10.2

liquidated damages
sum of money established by the contract as compensation in the event of 

default
9.6

lis pendens
a document recording at the courthouse giving notice that a lawsuit is pending on 

a particular piece of property
2.3

listing agreement

a written contract between a principal and a broker that establishes an agency 

relationship in which the broker will be paid a commission to sell the principal's 

property

5.1

littoral rights
rights that govern lakefront or oceanfront property and usually allow the property 

owner to use the water bordering their property
1.2
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loan flipping
a predatory lending technique that involves coaxing lendees to repeatedly 

refinance their loans, adding fees and prepayment penalties each time
10.6

loan-to-value ratio the amount of money being loaned compared to the value of the property 10.5

loyalty
an agent's duty to put the client's interests first, including over those of the agent; 

one of the fiduciary duties an agent owes the principal
6.4

maintenance fees monthly fees which condo and/or co-op owners pay for common area expenses 19.1

management agreement
a written contract between a property owner and a property manager to establish 

all duties of the property manager, including operation and leasing activities
24.2

management proposal

a plan that a property manager creates for managing the property, including an 

analysis of the market and the financial standing and operating budget of the 

property

24.3

margin the difference between the interest rate of an ARM loan and the index value 10.2

marital status the legal status of being either married, single, divorced, or widowed 8.3

market allocation
a violation of antitrust laws in which competitors agree to divide markets amongst 

themselves
6.7

market price
the actual open market price paid in a typical transaction that occurs under 

normal conditions
13.4

market value the price for which a property will theoretically sell under typical conditions 13.4

marketable title
a title that is free from significant encumbrances or defects that might otherwise 

prevent a purchaser from enjoying or eventually selling the property
4.1

master plan
a written document created by the local planning board to guide the future growth 

and development of a community
11.2

mechanic’s lien

a type of involuntary, specific lien that a mechanic or materialman can impose 

upon a property if the property owner fails to pay for materials or work done on 

the property

2.3

metes and bounds

a land survey process in which a licensed land surveyor starts at a readily 

identifiable point of beginning and defines the boundaries of a property in terms 

of distances and compass directions, finally returning to the point of beginning

3.3

misdemeanor
a criminal offense defined as less serious than a felony and triable in a court of 

special sessions
5.3

misrepresentation
a statement, written or spoken, that is false or misleading; can be actionable if 

also found to be fraudulent
6.7

mold
a type of fungus found in damp building materials that can release toxins into the 

environment
12.4

moratorium

the temporary banning of an activity, such as a planning board imposing a 

moratorium on property owners obtaining approval for new development or 

zoning permits

11.3

mortgage banker
an entity or person who originates and services mortgage loans; usually provides 

financing on behalf of large investors
23.3

mortgage broker dual 

agency disclosure form

a document used to inform (and gain the consent of) buyers and sellers in a 

transaction in which the real estate broker representing the seller and mortgage 

broker representing the buyer are the same person or entity

23.2

mortgage broker
a licensed professional who, for a fee, brings together borrowers and lenders to 

create mortgages; usually does not service the loans
23.2

mortgage commitment a lender's approval of a specific loan for a specific property 23.1

mortgage contingency 

clause

a section of the contract that makes the sale contingent on the buyer obtaining 

an adequate mortgage loan
9.7

mortgage factor chart a chart that allows for easy calculations of monthly payments 10.8

mortgage insurance 

premium (MIP)

a borrower-paid insurance required for FHA loans, in order to insure lender in 

case of borrower default/foreclosure
10.5

mortgage value the value of an asset in the context of securing a mortgage loan 13.4
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mortgage

a legal agreement between a creditor and borrower in which the creditor lends 

money with interest to the borrower for the purchase of property with the 

condition that the creditor takes ownership of the title if the borrower defaults in 

repayment of the loan; a financing instrument that creates a lien on a real 

property to secure repayment of a loan

2.3, 10.1

mortgagee the lender who accepts a mortgage as security of the mortgagor's repayment 10.1

mortgagor a person who borrows money and takes on a voluntary lien 10.1

multiple listing service

a database in which local member brokers share listings so that fellow member 

brokers can procure buyers for those properties and establish compensation for 

properties sold jointly

5.3

negative amortization

the result of making loan payments that are not sufficient to cover the interest 

due, causing the unpaid interest to be added to the principal balance, creating a 

larger balloon payment

10.1

net lease
a lease in which the tenant pays a base rent rate plus all or part of the operating 

expenses
9.9

net listing

an agreement in which the seller names an amount they will accept for a property 

and if the sales price exceeds that amount, the broker receives the excess as 

commission; illegal in New York

5.3

net operating income a property's annual income that remains after paying its operating costs 21.6

New York State Human 

Rights Law
a law that prohibits discrimination on the basis of protected classes 8.3

New York State Lawyers' 

Fund for Client Protection

a fund that preserves the name of lawyers by reimbursing client money that is 

misused in the practice of law
9.7

New York State Office of 

Parks, Recreation, and 

Historic Preservation 

(OPRHP)

the state agency that manages public recreation areas and preservation 

developments
11.4

non-homestead
an industrial, commercial property that is taxed as such; this can apply to vacant 

lots as well
18.3

non-possessory
describes an interest in property that does not include the right to possess or 

occupy the property
2.1

non-solicitation order an order that prohibits the solicitation of residential property listings 8.6

nonconforming loan
a loan that does not follow Fannie Mae/Freddie Mac guidelines and therefore 

can't be sold on the secondary market
23.2

novation the act of substituting one contract for another 9.6

obedience
the obligation of an agent to carry out the legal and ethical instructions of their 

client; one of the fiduciary duties an agent owes the principal
6.4

offering plan
a document provided by the sponsor (of a condominium or co-op) that offers 

detailed information regarding the property
19.1

open listing

a nonexclusive listing agreement allowing multiple brokers (and owner 

themselves) the right to sell the property; the individual considered as the 

procuring cause of the sale being the one to receive the commission

7.6

operating budget
a budget created by using anticipated revenues and expenses for a property over 

a period of one year
24.3

option to renew option within a lease that sets forth the terms for a lease renewal 9.8

option
a term that gives one party the right to perform a non-obligatory action within a 

time period (e.g. terminating a contract or the right of first refusal)
9.10

package mortgage a mortgage where personal property is financed with real property as a package 10.2

package policy
an insurance policy that combines coverages from two or more types (lines) of 

insurance, such as property and liability, into a single policy
16.2

parcel
a part or portion of land, often used to identify a specific lot within a larger tract of 

property
3.3
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partition
the ability to divide certain forms of co-ownership into separate interests or to 

convey a partial interest in a co-owned property unilaterally
1.6

party wall
a wall shared by two separate properties; the owners on each side share the 

right of use, often as an easement
2.2

passive income
earnings from any trade, business, or income-producing activity in which the 

taxpayer doesn't actively participate
22.2

percentage lease
type of (usually commercial) lease in which the tenant pays a base rent amount 

and a percentage of their business profits to the landlord
9.9

percolation rate the rate at which water moves through soil, usually expressed as a velocity 12.1

periodic estate
estate with a fixed lease period wherein the lease is automatically renewed at the 

end of each lease period until the landlord or tenant acts to terminate it
9.8

personal property
any unattached, movable asset on the property not considered real estate (land 

plus improvements); also known as chattel or personalty
1.2

pitch the roof's vertical rise (in inches) divided by its horizontal run (in feet) 12.2

Planned Unit Development 

(PUD)

a subdivision that includes residential dwellings along with nonresidential real 

estate, departing from normal zoning and subdivision regulations; recreational 

facilities may be co-owned by PUD lot owners as tenants in common

24.1

planning board

a board that develops a municipality's master plan, advises other boards on 

planning issues, takes specific zoning actions, and advises legislators on zoning 

and planning issues

15.2

platform framing
a method of framing that builds one story of a building at a time and uses each 

story as a platform for the next
12.2

pledged account mortgage

a mortgage loan program in which the lendee sets up a savings account; the 

lender withdraws money from the account each month to be applied towards the 

monthly payment; the interest earned is used to subsidize the mortgage's interest

10.2

plot plan
a diagram that shows the layout of the property site, including the position of the 

building, roads, and utility runs; also known as a site plan
12.1

plottage
an increase in value (to cover the cost of acquiring the parcels) by successful 

assemblage, usually due to use
13.4

pocket card

a form of identification prepared, issued, and delivered by the New York 

Department of State with the assistance of the Department of Motor Vehicles, 

that contains a licensee’s photo, name and business address and, in the case of 

a real estate salesperson, the name and business address of the broker with 

whom they are associated

5.2

point

a loan fee that is one percent of the loan; lenders can charge borrowers for 

points for a variety of reasons, including underwriting, processing applications, or 

for lower interest rate

10.5

police power
the government right to regulate and restrict land use in order to protect the 

public; right includes the power to enforce zoning and building codes
11.2

polychlorinated biphenyls 

(PCBs)

a group of human-made organic chemicals made of carbon, hydrogen, and 

chlorine atoms that were used in hundreds of industrial and commercial 

applications prior to 1979 and can cause a variety of adverse health effects

12.5

possessory
describes an interest in property that includes the right to possess and occupy 

the property, now or in the future
2.1

post and beam framing
a method of framing in which structural columns support the floors of higher 

stories or roofs with beams placed on top of posts with an outside wall perimeter
12.2

power of attorney
a legal instrument used to confer the right of one individual to act on behalf of 

another
6.3

pre-application and fee 

agreement

an optional form used by mortgage brokers to communicate fees and make 

required disclosures to loan applicant(s)
23.1
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pre-approval

official process of a borrower being approved by a lender to borrow a specific 

amount at an interest rate within a small range; a mortgage application, credit 

report, and supporting financial documentation are required

23.1

pre-qualification

the first step in the loan application process in which lenders give prospective 

borrowers a general estimate of the loan amount for which they may be 

approved; based on information reported by the borrower

23.1

prepayment penalty clause a clause that levees a fee to the lendee for paying a loan off early 10.1

preventative maintenance
periodic, routine inspections to catch minor issues before they worsen and to 

keep equipment and property in good working order
24.3

price fixing
any effort made by competitors to jointly establish a fixed rate, price, or 

commission; considered an antitrust violation
6.7

price
the amount a ready, willing, and able buyer agrees to pay (and a seller agrees to 

accept) for a property
13.4

primary mortgage market the market in which loans are originated/created/funded by the lender 10.3

principal

the client of a broker in an agency relationship; the parties to a contract in a real 

estate transaction (as opposed to license holders, lenders, escrow agents, etc.); 

also, the amount borrowed in a loan from which interest is accrued

6.2

private mortgage insurance 

(PMI)

insurance that protects the lender if a borrower defaults on a conventional loan; 

required when the borrower has less than 20% equity
10.5

proforma statement
a statement that shows the projected profits and expenses for an investment 

property for the future
21.4

promissory note
a document where the borrower acknowledges their debt and promises to repay 

the lender; also called the note
10.1

property insurance

insurance that indemnifies the policy holder for direct and indirect property 

losses; coverage can be broad, as with an all-risk policy, or more limited via a 

named-peril policy

16.1

property management 

report

a report that informs the property owner(s) of their property's expenses, income, 

and disbursements; prepared by the property manager
24.3

property management

the vocation of renting or leasing someone else's real property on their behalf in 

exchange for compensation and in accordance with a property management 

employee contract

24.1

property manager
someone who is hired by a property owner to market, maintain, and oversee the 

day-to-day operation of a property (usually a rental property)
24.1

proprietary lease long-term and exclusive lease given to resident and stock owner of a cooperative 19.2

proration
the act of dividing or allocating expenses between buyers and sellers based on 

the actual period of usage of the item or service
4.4

public grant the transfer of government-owned land to an individual 3.1

qualified fee estate

any estate that is conveyed by a grantor with a condition attached to it (also 

known as a fee simple defeasible estate); two types are fee simple determinable 

and fee on condition

1.4

quitclaim deed

type of deed that conveys any interest, title, or right to a parcel of land the grantor 

has at the time the deed is executed; grantor does not represent that there is any 

interest at all

3.4

R-value the capacity of an insulating material to resist heat flow 12.2

radon
an odorless, radioactive gas produced by the decay of other radioactive materials 

in rocks under the surface of the earth; can cause lung cancer
12.4

rafters
a series of sloped internal beams that extend from the eaves to the peak of a 

roof, running parallel to the roof's pitch
12.2

rate cap/payment cap
terms in a mortgage that protect a borrower from large payment or interest rate 

increases
10.2

rate lock
an agreement between a lender and a borrower that allows the borrower to 

secure the interest rate on a mortgage for a designated time period
23.1
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rate of return
a measure of the gain or loss of an investment weighed in relation to a metric of 

cost and/or time
21.9

real estate appraiser
an individual authorized by the New York Department of State to perform 

appraisals, which estimate the value of real property
5.2

real estate broker
a person who is licensed to represent one of the parties in a real estate 

transaction in exchange for a commission or other valuable consideration
5.1

real estate salesperson
a real estate license holder who is associated with a licensed broker for the 

purpose of performing real estate brokerage acts on the broker’s behalf
5.1

Real Estate Settlement 

Procedures Act (RESPA)

an act designed to protect consumers from predatory lending by requiring lending 

instruments to disclosure pertinent information on the real estate settlement 

process

4.3

real estate
a part of the surface of land to the center of the earth and upward to space, plus 

all improvements made by man or nature
1.2

real property

land from the surface to the center of earth and upward into space, including 

everything attached by man or nature as well as the bundle of legal rights of 

ownership

1.2

reasonable care
the level of care and competency expected of license holders; one of the 

fiduciary duties an agent owes the principal
6.4

recaptured depreciation
the tax owed at the time of sale on depreciation taken during an asset's holding 

period
22.5

receiver of taxes
the head of the office responsible for collecting taxes, keeping tax records, 

disbursing tax funds, and other accounting responsibilities
15.3

recognition agreement
an agreement between the lender, the co-op, and the shareholder that 

recognizes the rights of lenders who finance the shareholder
19.2

reconciliation
a process of factoring debits and credits from the purchase price to determine 

how much money the buyer must bring to closing
4.4

redlining the illegal act of a lender refusing to issue mortgages in a specific area 8.12

referee’s deed a deed that contains no covenants or warranties, although ownership is implied 3.4

reference to a plat a description on a deed that includes the property's location on a plat map 3.3

Regulation Z
the part of TILA that seeks to protect consumers by requiring proper disclosures 

and fair lending practices
10.4

release clause
a clause in a mortgage that allows for one or more properties in a subdivision to 

be released
10.1

reliction the exposure of previously submerged land due to receding waters 1.2

remainder interests
the interest in an estate that will pass to another party (other than the grantor) at 

the death of the person upon whom the life estate is based
1.4

remainderman
a party, other than the grantor, who has been named as the recipient of a life 

estate upon the death of the person upon whom the life estate is based
1.4

rentable square footage

a measurement of the total area that a tenant may access; includes both the 

space within a tenant's actual usable space and their share of a property's 

common areas; a measurement of the total area that a tenant may access; 

includes both the space within a tenant's living quarters and their share of a 

property's common areas such as the lobby, elevator, parking lot, etc.

20.5, 20.10

renunciation
the rejection of an agreement by the person who accepted it, such as when an 

agent terminates an agency relationship
5.2

replacement cost

the actual cost of replacement without regard to depreciation of the property; 

considered a stronger property loss insurance coverage than actual cash value 

coverage

16.3

rescission the act of terminating the contract without suffering any consequences 9.6

resident manager
someone who represents a property management firm and may live on-site at 

the property they manage
24.1

restrictive covenant a limit on land use that is imposed by a property owner 11.1
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return on investment
a rate of return that calculates profit earned as a percentage of a property’s total 

cost
21.11

reverse annuity mortgage

a financial arrangement where a homeowner pledges equity to a lender in 

exchange for periodic payments of the pledged equity; essentially selling off 

equity in their home in exchange for monthly payments

10.2

reversionary interest

the interest in an estate wherein, upon the death of the life estate owner, full 

ownership reverts back to the original fee simple owner (grantor); also known as 

a revisionary right

1.4

revocation
the termination of an agreement by the person who granted it, such as when a 

principal terminates an agency relationship or withdraws an offer
5.3

rider an amendment to a contract 9.7

right of first refusal
the right of a party to be the first one to have the opportunity to buy or lease a 

property, if the owner decides to sell or lease the property
9.10

right of survivorship
the statutory principle of survivorship tenancy that provides that when one co-

owner dies, their ownership interest reverts to the surviving co-owners
1.6

right of way an easement giving the holder the right to cross another’s land 2.2

right-of-way the right to pass over another’s land pursuant to an easement or license 11.3

riparian rights
rights that govern the use of flowing water, such as rivers and streams that pass 

through or border a property
1.2

risk management the act of identifying and minimizing potential risks that could affect a property 24.2

Safe Drinking Water Act 

(SDWA)

a federal law that protects public drinking water supplies by instituting standards 

for drinking water quality and various technical and financial programs to ensure 

drinking water safety

12.6

sale-and-leaseback

a financing method in which an owner sells their property to an investor, who 

then leases the property back to the original owner, freeing up capital for the 

lessee

10.2

sales comparison approach
property appraisal method that estimates value by comparing the subject 

property to the sales prices of similar properties in the same market area
13.5

satisfaction of mortgage
the document given to the mortgagor by the mortgagee after the full repayment 

of the loan; releasing the mortgage lien on the property
10.1

secondary mortgage market the market in which already-existing mortgages are sold and re-sold to investors 10.3

security deposit
an advance of money (other than a rental application deposit or an advance 

payment of rent) given to secure a residential lease
9.8

self-dealing

any action taken by a fiduciary wherein their own best interests take priority over 

those of customers or clients; generally done without disclosing to others what 

the fiduciary's interests are in the transaction

6.7

seller's agent
a broker who has entered an agency relationship with a seller, usually via a 

listing agreement; owes all fiduciary duties to the seller client
6.10

septic system
a sewage disposal system used in areas that don't have municipal wastewater 

treatment systems
12.1

servient tenement
describes the parcel of land that must allow an adjacent owner to cross; an 

easement appurtenant exists at the expense of this party
2.2

setback
the distance from the curb or other established line, within which no buildings 

may be erected
11.3

severalty
undivided ownership of an estate, with an interest that is exclusive from other 

owners; often referred to as ownership in severalty or tenancy in severalty
1.6

share loan
a co-op loan that signifies that a buyer is purchasing shares in a corporation, and 

not a mortgage for ownership of property
19.2

shared equity mortgage
a loan in which an investor (often times a family member) contributes to a buyer's 

financing in exchange for a share of the profit from a property's eventual sale
10.2
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sheathing
the structural wood panel material used to cover wall, floor, and roof assemblies 

of buildings
12.2

siding a finished protective material attached to the exterior walls of a building 12.2

sill plate
the bottom horizontal piece of a wall or building located directly above the 

foundation to which vertical members are attached
12.2

situs the desirability of a particular location 13.1

slab-on-grade construction a type of foundation comprised of a concrete slab constructed at ground level 12.2

soffit the exposed underside of an arch, a balcony, or overhanging eaves 12.2

SONYMA/State of New 

York Mortgage Association

NY State organization that offers loan programs designed to make housing 

affordable for lower-income households
10.2

special agency
a form of agency relationship in which agents are limited in scope and are only 

authorized to perform acts permitted by their principal (Broker-Client)
6.3

special agent
an agent whose authority to act on behalf of the principal is limited to a specific 

act or objective
6.3

special assessment district
the geographic area in which homeowners are charged with paying a special 

assessment
18.1

special assessment
a charge that the government can assess against real estate parcels for specific 

public projects
18.1

special-purpose real estate
properties that were created for a limited, unique purpose, such as a sports 

complex or church
1.3

specific lien a lien that applies to a certain property only 2.3

specific performance

a legal remedy that requires the party that has breached a contract to perform in 

accordance with the terms of the contract; as opposed to paying damages to the 

other party

9.6

specifications

the written directives explaining the requirements for the scope of the work to be 

done, including the method and manner of performing the work, the quantities 

and qualities of materials, and the quality of the finished product

12.1

sponsor the owner or developer of a condominium or co-op property 19.1

sponsoring broker
the broker who supervises and is responsible for the activity of a salesperson 

and/or associate broker
5.1

stabilized budget a property’s income and expenses averaged over a period of five years 24.3

statute of frauds
a law which requires certain types of contracts to be in writing and signed by all 

parties who are bound by the contract
9.1

statute of limitations
legal concept that establishes time limits from the date of event for bringing 

certain kinds of legal actions
9.4

steering
the illegal act of guiding prospective home buyers toward or away from certain 

neighborhoods because of their membership in a protected class
8.5

straight mortgage
a loan that is fully due on a specific date; whose periodic payments often are not 

sufficient to pay off the loan in time, creating in a large lump sum payment
10.2

straight-line depreciation
an accounting method used to figure depreciation that allows the taxpayer to 

deduct the same amount every year of the asset's useful life
22.5

studs vertical framing members used to construct a building's walls 12.2

subagent

any license holder who is given authority by the principal's broker to assist in 

accomplishing the objectives of the principal; may or may not be affiliated with 

the principal's broker

6.10

subdivision regulations laws that regulate land use within subdivisions 11.3

sublease
when a tenant transfers part of their right of possession in a leased property to 

another person for period of the lease term
9.8

subordination agreement
a contract that gives a mortgage recorded at a later date priority over a 

previously recorded mortgage
2.3

subprime loan
a mortgage with an interest rate higher than prime mortgages due to the higher 

risk associated with a less qualified borrower
10.6
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subsurface rights
ownership rights to all that is found beneath the surface of the tract of land 

owned, extending downward to the center of the earth
1.2

Superfund Amendments 

and Reauthorization Act 

(SARA)

a federal law that amended CERCLA, designated more money to the Superfund 

trust, and established new environmental laws and regulations
12.6

survey

the process and physical product of finding and measuring the boundaries of a 

piece of real estate, including the location of improvements, encroachments, and 

easements

3.3, 11.3

suspension

a disciplinary measure resulting in the temporary withdrawal of an individual’s 

real estate license, during which time the individual is prohibited from performing 

acts that require a license

5.3

"taking" as defined by 

courts
the power of government to seize private property for public use 11.2

tax assessor an official who evaluates property and assigns a value to it for taxation purposes 15.3

tax depreciation
a way to recapture the loss in value of an asset over time by writing off a portion 

each year
22.5

tax lien a lien placed on real property to secure unpaid taxes 2.3

tax shelter

any strategy used to minimize the amount of taxable income and, therefore, 

reduce taxes owed to the government; any method used to reduce taxable 

income, thereby reducing the amount of tax paid to a government

20.3, 20.9, 22.2

tax-deferred exchange
the tax-deferred sale or exchange of one investment property for another similar 

one, also called a like-kind exchange or 1031 exchange
22.2

tenancy by entirety

co-ownership by legal spouses, each having an undivided, 50% interest with right 

of survivorship; individual interest cannot be conveyed or encumbered without 

consent of the other

1.6

tenancy for years
a leased possession of property for a certain, specific period of time, after which 

the lease automatically terminates; also called an estate for years
24.3

tenancy in common
co-ownership with individual, undivided interest in the property; includes rights of 

inheritance rather than survivorship
1.6

termination of association 

notice

the requirement that a supervising broker notify the Department of State in the 

event that their salesperson or associate broker wishes to terminate the 

association with them

5.2

termination the action of bringing something to an end 5.2

tester
a person who poses as a customer or client to evaluate fair housing conditions 

and real estate services
8.4

third party
from a license holder's perspective, any person involved in a real estate 

transaction other than the client
6.2

tie-in arrangement

the requirement imposed on a consumer to use (or not use) a particular service 

or product in order to participate in a transaction; may constitute a antitrust 

violation

6.7

time is of the essence

a phrase used to communicate when a party to a contract must perform their 

contractual duties by a specific date and time in order to avoid a breach of 

contract

9.6

time value of money
the concept that an amount of money today is worth more than an identical 

amount in the future because of its present earning capacity
20.3

title insurance
policy that protects homeowners (and likewise, lenders) from certain financial 

losses due to title issues, such as defects, encumbrances, and liens
4.1

title search an examination of public records to check for clouds on a title 4.1

title
the actual ownership of a real property that includes the bundle of rights in which 

a party may own a legal or equitable interest; not an actual document
4.1

topography the elevation and contour of the land 11.3
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trade fixture

personal property attached to real property that is owned by the tenant and 

needed for the tenant’s business; can be removed by tenant at expiration of 

lease

1.2

transfer of development 

rights
the transfer of development rights from a property owner to a buyer 11.4

triple net lease
a lease in which the tenant agrees to pay real estate taxes, building insurance, 

and maintenance, in addition to the rent
9.9

trustee
an individual or entity who manages and holds the legal title to a property on 

behalf of the beneficiary
1.7

trustor one who places property in a trust 1.7

Truth in Lending Act (TILA)
federal law that protects consumers by requiring and standardizing disclosures 

about the terms and costs of loans
10.4

umbrella policy

an insurance policy that extends coverage above and beyond that provided by 

one or more underlying policies; does not pay until underlying policies have 

maxed out their coverage limits

16.2

underground storage tanks 

(USTs)

tanks located in the ground underneath properties that store chemicals, fuels, 

toxic wastes, and other potentially harmful substances
12.5

underwriting
the process of deciding the level of risk a lender would take on by offering a loan 

to a certain borrower for a specific property
23.1

undisclosed dual agency

a form of agency created when both parties to a real estate transaction are 

unknowingly represented by the same broker; signals a failure on the part of the 

broker to fully disclose agency relationships and obtain required approval from 

the principals

7.4

undivided interest
a co-owner's (or co-tenant's) interest that grants right of ownership (or 

possession) of the entire property, as opposed to only a portion of it
1.6

undivided loyalty
an agent's fiduciary duty to put the client's interests first, including over those of 

the agent; given up by the parties when consenting to dual agency
7.4

Uniform Commercial Code
a uniform act (a state law enacted by all 50 states) that regulates the sale or 

transfer of personal property
9.10

unity of interest
one of the four unities or conditions that help define co-ownership; states that 

each co-owner holds an equal share in a property
1.6

unity of possession
one of the four unities or conditions that help define co-ownership; states that 

each co- owner is equally entitled to possession of the whole property
1.6

unity of time
one of the four unities or conditions that help define co-ownership; states that 

each co-owner must attain title at the same time
1.6

unity of title
one of the four unities or conditions that help define co-ownership; states that 

each co-owner must hold title under the same instrument
1.6

universal agency

a form of agency relationship in which agents have a very broad and general 

scope of power to act on behalf of the principal; often granted via a general 

power of attorney (Child-Parent)

6.3

universal agent
an agent possessing a very broad and general scope of power to act on behalf of 

the principal; authority often granted via a general power of attorney
6.3

urea-formaldehyde foam 

insulation (UFFI)

a human-made insulation material that becomes dangerous because of the 

gases released from the material after it hardens
12.4

usable square footage a measurement of the actual space that a tenant may occupy 20.10

use variance
a variance that permits a use of land which is proscribed by the zoning 

regulations
11.5

useable (usable) square 

footage

a measurement of the total area that a tenant may occupy within their living 

quarters
20.5

usury laws that limit interest rates 10.6

VA mortgage a home loan program for eligible veterans and their spouses 10.2

valuation
the process of collecting information and developing an opinion of value for real 

property
13.4

value-in-use the current worth of the future benefits of ownership 13.4
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variable expense
an inconsistent, irregular expense; dependent on factors such as the size, 

condition, type, and age of the property
24.3

variance
permission granted by the government so that property may be used in a manner 

not allowed by the current zoning
11.5

vicarious liability
the responsibility assigned to one individual for the actions of another; may be 

established by mandate of law or agreement of the parties
6.10

village board of trustees serve as the primary governing bodies of New York villages 15.1

violation an act, deed, or condition contrary to law or permissible use of real property 5.3

void contract a contract that has no legal effect 9.4

voidable contract when one or more of the parties has the authority to rescind the contract 9.4

voltage a measure of the force that pushes electricity through a wire 12.3

voluntary alienation
the method by which property is transferred from the current owner to another 

party either by sale or gift
3.1

voluntary lien
a lien that is created on purpose and with the agreement of the owner of the 

property in question
2.3

wetlands
areas saturated by surface or groundwater sufficient to support distinctive 

vegetation adapted for life in saturated soil conditions
12.6

wraparound mortgage

an arrangement in which the seller of a property extends a mortgage to a buyer; 

the seller maintains their original loan and continues to pay it while also receiving 

mortgage payments from the buyer

10.2

zoning board of appeals
a board that interprets local zoning ordinances and grants requests for variances 

and special-use permits
15.2

zoning ordinance
local laws that control how land is used and what structures can be built in a 

designated district
11.2
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Title Equation Level

Conversion 1 township = 36 sections 3

Conversion 1 section = 640 acres (1 sq. mile) 3

Conversion 1 acre = 43,560 sq. ft 3, 14

Conversion acreage = total square footage / 43560 ft (1 acre) 14

Conversion 1 mi = 5,280 ft 14

Conversion 1 hectare = 2.471 acres = 10,000 sq. m 14

Title Equation Level

Adjusted assessed value adjusted assessed value = assessed value - exemptions 18

Adjusted basis adjusted basis = basis + improvements + closing costs - realized depreciation 22

Area - Rectangular area (sq. unit) = length x width 14

Area - Triangle area of triangle = b x h / 2 14

After tax cash flow (ATCF) after tax cash flow = before tax cash flow - income tax 21

Allowable square footage allowable square footage = far (floor area ratio) x total lot area 11

Annual debt service annual debt service = number of payments made x mortgage payment amount 21

Annual interest annual interest = principal x interest rate; non-amortizes 10

Annual market rate annual market rate = market rate x number of units x number of months in year 21

Annual rent
annual rent = [(useable sq. ft x loss factor) + useable sq. ft] x (price per sq ft 

{PPSF})
20

Assessed value assessed value = full market value x uniform percentage 18

Assessor's estimate of full 

market value
assessor's estimate of full market value = assessment / level of assessment 18

Before tax cash flow 

(BTCF)
before tax cash flow (BTCF) = net operating income (NOI) - annual debt service 21

BTU (A/C unit) efficiency 

(run-time)

BTU (A/C unit) efficiency (run-time) = loss of BTU / purchased BTU of A/C unit * 

100
12

Building efficiency (%) building efficiency (percentage) = useable sq. ft / rentable sq. ft * 100 20

Cap rate cap rate = net operating income / property value 21

Capital gain/loss capital gain/loss = realized gain/loss - adjusted basis 22

Cash flow (ratio) cash flow = cash flow amount / debt service amount * 100 10

Cash on cash return
cash on cash return (equity dividend rate; %) = before tax cash flow / total 

investment cost (tic)
21

Cash to close cash to close = down payment - earnest money 14

Construction mortgage 

amount

construction mortgage amount = home value (post-construction) * 75% / number 

of draws
10

Cost per prospect cost per prospect = cost of advertisement / number of prospects 24

Cost ratio cost ratio = 30-yr total loan cost/ 15-yr total loan cost 10

Debt ratio debt ratio = (monthly housing expenses + long term debt) / monthly income 10

Delta delta = number of new units - number of new units needed 21

Depreciable basis depreciable basis = purchase price + acquisition costs + renovations - land value 22

Depreciate amount depreciate amount = depreciable basis / recovery period 22

Depreciation (%) depreciation (%) = age of property / total useful life 13

Depreciation allowance
depreciation allowance = depreciation basis / recovery period (39 yr for 

commercial; 27.5 years for residential)
22

Difference difference = listing agent commission - buyer's agent commission 14

Discount point amount discount point amount = loan amount x discount points 10

Discount point amount discount point amount = principal * 1% * number of points 10

Discount point fees discount point fees = principal balance x loan points 14

New York Pre-Licensing Distance Conversions

New York Pre-Licensing Math Formulas
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Title Equation Level

Double-net lease double-net lease = rent + taxes + property insurance 20

Down payment down payment = sales price x down payment percentage 10

Down payment down payment ($) = sales price x down payment (%) 14

Down payment down payment = earnest money + remaining cash (due on closing date) 14

Effective gross income 

(EGI)

effective gross income (EGI) = gross potential rental income (GPRI) - vacancy 

cost (VC) + other income (OI)
21

Equalization rate (%)
equalization rate (%) = total municipality assessed value / total municipality 

market value
18

Expenses expenses = mortgage payment + closing costs + down payment 14

Gross potential rental 

income (GPRI)
gross potential rental income (GPRI) = contract rent + projected rent 21

House payment
house payment = principal x mortgage factor (interest rate and loan term 

needed)
10

Income ratio income ratio = monthly housing expenses / monthly income 10

Income taxes income taxes = taxable income x margin rate 21

Individual property tax 

liability
individual property tax liability = owner's shares x price per share 19

Interest (yearly) interest (yearly) = interest rate x principal 10

Investment cost investment cost = principal + repairs 21

Level of assessment level of assessment (LOA; %) = assessed value / full market value (ratio) 18

Loan amount loan amount - sales price - down payment 10

Loan point fees loan point fees = principal balance x loan points 14

Loan principal loan principal = cost per point x 100 10

Loan principal loan principal = total sales price - down payment 14

Loss factor (LF; %) loss factor (LF; %) = (rentable sq. ft. - useable sq. ft.) / rentable sq. ft. 20

Loss recovery
loss recovery = [amount of loss x (limit of insurance / required insurance)] - 

deductible
16

Monthly income monthly income = yearly income / 12 10

Monthly interest amount monthly interest amount = annual interest amount / 12 months 10

Monthly payment monthly payment = property tax liability / # of months 19

Mortgage insurance 

premium (MIP)
mortgage insurance premium = MIP percentage x loan amount 10

Mortgage monthly payment 

(PITI)
mortgage monthly payment (PITI) = principal + interest + taxes + insurance 10

Natural breakpoint natural breakpoint = annual rent / overage rate (predetermined) 20

Net investment income tax 

(NIIT)
net investment income tax (niit) = qualified income * NIIT tax (3.8%) 22

Net lease net lease = fixed amount of rent + property expense(s) 20

Net operating income (NOI) net operating income (noi) = effective gross income (egi) - operating expenses 21, 22

Net profit net profit = gross receipts - operating expenses - total mortgage payment 24

Net to seller net to seller = property value - total cost 14

Net worth net worth = total assets - total liability 10

Operating cash operating cash = income - expenses - debt service 24

Payment-to-ratio (PITI)
payment-to-ratio income (PITI)= monthly income x debt-to-income ratio - debt; 

debt ratio is 31% for FHA loan or 43% for conventional loan
10

Percentage of a whole part = total x percentage 10

Price price = price per sq. ft x total sq. ft 14

Price (rent) price (rent) = price per square foot (PPSF) x total square footage 14

Price per share price per share = annual tax / # of shares 19

Price per square foot price per sq ft = price / total sq. footage 20

Private mortgage insurance 

(PMI)

private mortgage insurance = loan amount x PMI percentage / 12 (months in 

year)
10

Profit profit = cash flow + profit from sales 21

Property taxes property taxes = tax rate x assessed value 13
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Property value (comparable 

property sales price)
property value = comparable property sale price +/- adjustments 13

Property value (cost of 

reproduction)

property value = cost of reproduction - (cost of reproduction x percentage of 

depreciation) + land value
13

Property value estimate (v)
property value estimate (v) = net operating income (i) / capitalization rate (r; 

income approach)
13

Proportional share (annual 

operating cost)

proportional share (annual operating cost) = usable area / total area * operating 

cost
20

Prorated exemption prorated exemption = months living in home / 24 x exemption amount 22

Quarterly interest quarterly interest = yearly(annual) interest / 4 10

Realized gain/loss realized gain/loss = sell of property - cost to sell property 22

Rentable square footage 

(rsf)
rentable sq. footage (rsf) = usable sq. footage (usf) + common area footage 20

Respective tax burden respective tax burden = tax burden rate x tax deficit 18

Return on investment (ROI; 

%)

return on investment (percentage) = investment profit (investment gross revenue - 

investment cost) / investment cost
21

Sell amount
sell amount = mortgage balance + closing costs + desired profit + (mortgage 

balance + closing costs + desired profit) / (100% - commission percentage)
14

Single-net lease single-net lease = rent + taxes 20

Square footage square footage = number of acres x square footage of an acre 14

Target sale amount
target sale amount = mortgage balance + closing cost + repair cost + desired 

profit
14

Tax burden rate
tax burden rate = municipality's total market value / sum of municipality's total 

market value
18

Tax levy tax levy = expenses - revenue 18

Tax owed tax owed = tax rate x adjusted assessed value 18

Tax rate tax rate = tax levy / total assessed value 18

Taxable income
taxable income = net operating income - mortgage interest - annual depreciation 

allowance - carryover losses
21

Taxable income
taxable income = net operating income - mortgage interest - annual depreciation 

alwance - carryover losses
22

Tenant's electric bill tenant's electric bill = monthly utility bill/ building sf * tenant RSF 20

Total assessed value total assessed value = value of improvements + value of land 22

Total cost total cost = property value x commission + principal balance + closing cost 14

Total cost of points total cost of points = loan points x loan principal 10

Total interest paid total interest paid = total loan cost - original loan principal 10

Total investment cost (TIC)
total investment cost (tic) = down payment + fees (legal, property costs, 

insurance, etc)
21

Total loan cost total loan cost = monthly payment * number of months 10

Total sales price total sales price = down payment + loan principal 14

Total tax deductions total tax deductions = mortgage interest + annual depreciation + carryover losses 21

Total taxes paid total taxes paid = [(income - deductions) * tax rate] - tax credits 22

Triple-net lease triple-net lease = rent + taxes + property insurance + maintenance 20

Vacancy cost vacancy cost = vacancy cost percentage x gross potential rental income 21
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Level 1 - Estates and Interests 
In Level 1, you learned about the foundations of real estate. 

You learned that land can be described in terms of its physical attributes and economic characteristics, and it can be altered by 
various forces of nature.  

Real estate ownership includes a bundle of rights, or recognized, inherent privileges that come with the land. These can include 
surface, subsurface, and water and air rights. There are even rights that can be sold individually and separately from the land 
called appurtenances. 

You also know the difference between real estate vs. real property – which is that real property also encompasses the bundle of 
rights associated with the property.  

Remember that an estate is a possessory interest in real property. A freehold estate indicates some degree of ownership. The 
type of freehold estate influences the right of disposition or right to convey the interest. A leasehold estate is a type of property 
ownership that allows for the use and occupancy of a property that a tenant does not actually own. The grantor of a leasehold 
estate (a.k.a. the landlord) has a reversionary right to the estate.   

You also learned that there are so many ways to own real property! There are three ways through which property is conveyed: 
deed, devise, and descent. And there are three basic ways that property can be held: ownership in severalty, co-ownership, and 
trusts.  

Co-ownership involves a form of ownership where two or more individuals or entities share a title and an undivided interest in a 
real property. There’s three types of co-ownership: tenancy in common, joint tenancy, and tenancy by the entirety. The four 
unities, or conditions, that help identify forms of co-ownership are: unity of possession, unity of interest, unity of time, and unity of 
title.  

Business ownership of real estate usually happens through one of these entities: sole proprietorships, partnerships, corporations, 
LLCs, limited liability partnerships, and syndicates & joint ventures.  

A real estate investment trust is a company that owns income-producing real estate assets, providing individual investors a way to 
earn a share of the income produced.  

Cooperatives, or co-ops, are legal entities that own real estate, with membership granted by way of a share purchase. 
Condominiums are dwellings where owners do NOT own the land or the exterior of the building but share common elements. 
Townhomes are detached or adjoining housing units in which common elements are shared and each owner owns their home and 
the land it sits on.  
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Level 2 - Liens and Easements 
In Level 2, you learned all about encumbrances. Property owners and prospective buyers care about encumbrances because they 
have a significant impact on the rights a person has to their own property. 

An encumbrance is an interest in a property that burdens the title and may limit the use of the property by the owner. It’s important 
to understand that encumbrances are attached to the title, not the owner of the property. There are four different types of 
encumbrances: easements, liens, deed restrictions, and clouds on titles. 

An easement is a right to use another person’s land for a specific, limited purpose. Easements attach to the land itself, so they 
survive the sale of the property to a different owner. They can be created by the deed, by an agreement between the affected 
parties, or by the operation of law. A good example of an easement is a private driveway that the owner’s neighbor must use in 
order to access their own property. 

Common types of easements include the easement in gross, easement appurtenant, easement by necessity, easement by 
prescription, easement for light and air, and easement by condemnation. 

The next category of encumbrances are liens. Liens are financial, and not physical encumbrances. A lien is a claim against 
property, usually as security for a debt. The most common kind of lien is a mortgage. The lender has a claim to the property if the 
borrower doesn’t pay their debt. 

There are many kinds of liens: judgment liens, mechanic’s liens, vendor’s liens, municipal utility liens, bail bond liens, and tax 
liens. They can all be sorted into a few different buckets. Any given lien is either voluntary or involuntary, and it’s either general or 
specific. General liens apply to everything the debtor owns, but specific liens specifically apply to the property only. 

The third type of encumbrance is a deed restriction. Deed restrictions are rules that limit how private land can be used. Examples 
include limitations on the types of animals allowed on the property and the architectural style of the buildings. 

The final type of encumbrance is a cloud on the title, sometimes just called an encumbrance to title. This includes any issue or 
dispute that gets in the way of having a clear title to a property. These issues can arise from disputes or ambiguity about 
ownership after a divorce or inheritance. They can often be cleared up with a quitclaim deed. 

A couple notable things you learned in this level that are NOT encumbrances (but are still pretty important) are licenses and 
encroachments. A license is permission granted to a person to use another’s land for a specific reason. It’s not attached to the 
land like an easement is. An encroachment is physical property that crosses a boundary into a neighbor’s property.  
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Level 3 - Deeds 
 

Here’s what you learned in Level 3: 
 
A deed is the legal document that transfers real estate title from one party to another. If title is the right of ownership (and it is!), 
then the deed is the physical proof of that ownership. The purpose of using deeds is to have official records showing when 
property changes hands. The two parties in a deed are the grantor, who is conveying the property, and the grantee, who is 
receiving it. 
 
A deed must include: 
- A competent grantor who is of legal age and sound mind 
- The full name of the grantee 
- A granting clause, or words of conveyance 
- A statement of consideration (Something of value that must be exchanged by the parties as evidence of agreement to the 
contract.)  
- An accurate legal description of the property being conveyed 
- A habendum clause clarifying the type and extent of interest conveyed by the granting clause 
- Any limitations on how the property can be used 
- Any exceptions and reservations that might affect conveyance of the property  
- The grantor's signature. Notarization of the signature is strongly recommended, but not required for the deed to be valid. 
- And finally, delivery by the grantor and acceptance by the grantee. 
 
There are several types of deeds that are used to convey real estate: 
1. A full covenant and warranty deed, which contains the strongest and broadest form of guarantee of title. 
2. A bargain and sale deed with covenants, which only protect against defects that occurred while the grantor held title. 
3. Bargain and sale deeds without covenants, which only imply that the grantor has possession of the property and holds the right 
to convey title. The grantee has little recourse if defects later show up in the title. 
4. A quitclaim deed, in which the grantor conveys any interest they have in the property without representing that they have any 
interest at all. It provides the grantee with the least protection of any deed, while putting the least liability on the grantor. 
5. The final type is the judicial deed, which just means that the deed is executed pursuant to court order. 
 
Finally, you learned the importance of a legal property description and the different methods for describing land. To quickly review: 

- Metes and bounds is a land survey process where a licensed surveyor starts at a point of beginning and defines the 
boundaries of a property in terms of distances and compass directions. 

- The rectangular survey system uses a refined version of the longitude and latitude system of mapping. It involves a 
surveyed grid of meridians, base lines, townships, and ranges to describe a piece of land. 

- The block and lot system identifies a piece of platted property by referring to the section, lot, and block numbers in a 
subdivision map. 
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Level 4 - Title and Closing Costs 
 
In Level 4, we talked all about titles and how titles are transferred during the closing process. 
 
As you probably remember, the term title is a bit of an abstract concept. A title is someone's legal ownership rights to a specific 
property. On the other hand, a deed is the physical document that actually shows the ownership of a property.  
 
When someone buys a home, the title is transferred from the seller to the buyer. But, before the buyer takes possession of the 
title, they will want to know as much as they can about that title. For example, what if a relative of one of the previous owners still 
has a legitimate claim to the property? A title company will check the history of a title through a title search. And if the title search 
finds out that there is an issue with the title, that title has a cloud on it. 
 
For example, if there is a mechanic’s lien on the title from when the seller didn’t pay for a home repair, the title search will make 
that known. If there happens to be a cloud on the title, the seller will probably need to clear that if they want to property to sell. 
 
A title with a lien on it is not very marketable. And a buyer would probably have an impossible time getting financing for the 
purchase. 
 
A title policy can be purchased in case a claim to the title is discovered after closing. Lenders will usually require that the buyer 
purchase a title policy that protects the lender, but additional policies can be purchased that protect the owner of the property. 
 
Remember the Real Estate Settlement Procedures Act, a.k.a RESPA? RESPA exists to keep consumers informed of closing 
costs and prevent predatory behavior. It requires that clear information about closing costs must be disclosed to borrowers and 
outlaws agents and professionals from receiving kickbacks and unearned fees that could drive up closing costs. 
 
And finally, it is important to recognize that when a property is sold, there are a lot of additional costs that need to be paid by both 
parties. We outlined the different costs that both the buyer and seller typically cover in a transaction. As an agent, it’ll be important 
to give your client some helpful guidance about what to expect from closing costs. 
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Level 5 - License Law and Regulations 
 
Here’s what you learned in Level 5:  
 
The source of all New York Real Estate license laws is Article 12-A of the New York Real Property Law. The New York 
Department of State and The New York State Board of Real Estate enforce these laws. 
 
You also learned about the categories of licensure: broker, associate broker, and salesperson. A broker is licensed to represent 
one of the parties in a real estate transaction in exchange for a commission or other valuable consideration. An associate broker is 
licensed as a broker, but chooses to work under a sponsoring broker. A salesperson does not have a broker’s license--they have 
a salesperson’s license--and, like the associate broker, they work under a sponsoring broker. Remember that a license holder can 
be dually licensed, and that a corporation, partnership, or LLC can also be issued a license. 
 
Both salespersons and brokers need to pass the state exam, have a fair knowledge of English, be up-to-date on child support, 
and should not have been convicted in New York or elsewhere of a felony, a sex offense, or a sexually violent offense (although 
exemptions are available).  
 
However, a salesperson needs to be 18 or older, while a broker must be at least 20. A salesperson needs to have the legal right 
to work in the US, while a broker must be a citizen or permanent US resident. A broker needs more experience and education, 
must pay more for licensure, and needs to have knowledge in a few specified areas. 
 
Once you have satisfied requirements and passed the state exam, you can apply for a license. After the application has been 
accepted, you’ll be issued the license, a pocket card, and a photo ID card. If you need to change address, name, status, or 
association, there are various online steps you’ll take. If you decide you want to practice real estate in a state besides New York, 
you can do that! You just need to go through that state’s licensure process, as long as that state has a reciprocal relationship with 
New York.  
 
Once you have your license, you’ve gotta be on your best behavior. There are a ton of possible license violations. Let’s hit the 
major ones in a quick list of DON’Ts.  
 
DON’T write blind ads or use misleading language in your ads. DON’T misrepresent. DON’T commingle funds, give kickbacks, or 
fail to remit funds. DON’T interfere with another broker’s listings, establish an exclusive listing agreement which automatically 
renews, or fail to provide a list of participants in a multiple listing service. DON’T enter into a net listing agreement. DON’T practice 
law without a license. DON’T discriminate. DON’T solicit in a cease-and-desist zone. DON’T put a sign on the owner’s property 
without their consent. DON’T fail to disclose. DON’T fail to complete continuing education requirements. 
 
Above all else, DO be ethical and responsible. Just follow the law and you’ll be just fine. 
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Level 6 - Law of Agency 1 
 
Level 6 introduced you to the primary concepts related to the Law of Agency, which has to do with the duties and responsibilities 
involving the representation of others.  
 
An agent is authorized to act on behalf of another. With that agency relationship comes fiduciary duties of obedience, loyalty, 
disclosure, confidentiality, accountability, and reasonable care. You can remember these with the acronym OLD CAR. 
 
License holders owe fiduciary duties to their clients (principals), but not to customers or third parties. To those latter two groups, 
the lesser duties of fairness, honesty, accounting, and disclosure are expected.  
 
There are three agency types: special, general, and universal. Special agency, granted for specific actions or objectives, is the 
type of agency usually entered into between a broker and client. General agency is broader and is given to those needing ongoing 
authorization for a variety of tasks - like between a broker and a sponsored salesperson. Universal agency rarely occurs in real 
estate, but when it does, it’s usually granted via a power of attorney.  
 
Agency can be established orally but is best — and provides more legal protection — if put in writing, which will usually take the 
form of a listing agreement or buyer-broker agreement.  
 
Implied agency, based upon inferences formed by the actions, conduct, or words of either or both parties in the relationship, can 
lead to unintended agency, ostensible agency, and agency by estoppel — all of which can have unpleasant outcomes for the 
license holder. Even agency by ratification, which results from approval of unauthorized actions, it is still undesirable as compared 
to express agency put in writing.  
 
Agency can be terminated by either or both parties for a variety of reasons, but, depending on the cause, termination may or may 
not release the parties from obligations to the other. And, in every instance, the fiduciary duties of confidentiality and accounting 
survive termination.  
 
Vicarious liability is the common law concept that states that a person is liable for those authorized to act on that individual's 
behalf. Brokers have it with all of the salespersons they sponsor. And principals have it for anyone acting as an agent or subagent 
on their behalf.  
 
Awareness of the different roles license holders can play in real estate transactions is key to understanding how agency 
relationships work and to whom which obligations are owed.  
 
Misrepresentation, fraud, antitrust, and puffing, are examples of bad behaviors that can bring unwanted consequences to a 
license holder, including the loss of license and legal exposure.  
 
Most salespersons operate as independent contractors for their sponsoring broker. State and federal classification tests must be 
met. But actual experience overrides how the salesperson might be classified.  
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Level 7 - Law of Agency 2 
 
In Level 7, you learned more about disclosure, agency relationships, and the contracts used to establish those relationships.  
 
The need for different types of disclosure can be triggered at different points or phases of a single real estate transaction — the 
first disclosure requirement being that of agency disclosure.  
 
The “trigger” for that disclosure is known as “first substantive contact.” Before a license holder gets too far into any substantive 
conversation with a prospect or customer, that individual has the right to know who the license holder represents or wishes to 
represent, and the ramifications of that representation. Disclosure of agency relationships can be fulfilled through the New York 
State Disclosure Form.  
 
Another major disclosure to remember is the disclosure of material facts. These are facts that, if known, might cause a party to a 
transaction to make a different decision. Other required disclosures a license holder might encounter include the disclosure of all 
offers, multiple sources of compensation, potential for dual agency, and anything that would smack of self-dealing or other 
possible conflicts of interest.  
 
Additionally, there are a variety of state and local disclosures to be aware of, including those involving lead-based paint, Megan’s 
Law, stigmatized properties, and environmental concerns, just to name a few.  
 
You learned that a single agent represents only one side of any given transaction. They can represent a buyer or a seller, but 
never both in the same transaction.  
 
Conversely, a dual agent represents both sides of an in-house transaction. Inherent in dual agency is the compromise of the 
fiduciary duties of undivided loyalty and full disclosure. New York requires written consent from both parties before dual agency 
can be entered into. A broker that practices dual agency will often do so by designating different sales agents to each party.  
 
Level 7 also gave us an understanding of the agency relationship agreements used in real estate transactions: listing agreements 
and buyer representation agreements. Because the state has NOT mandated the exact wording of these agreements, getting an 
attorney to create or approve these contracts is critical.  
 
Both listing agreements and buyer representation agreements come in 3 varieties, differing in degree of exclusivity of 
representation AND how and by whom compensation is earned.  
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Level 8 - Human Rights and Fair Housing 
 
In Level 8, we focused on the Civil Rights Act of 1968, which includes the Fair Housing Act. This Act provided for equal housing 
opportunities and prohibits discrimination in real estate practices based on race, color, religion, or national origin. It was later 
amended to include sex, disability, and familial status, completing the 7 federally protected classes.  
 
The National Association of REALTORS goes further to include sexual orientation and gender identity. The State of New York 
goes even further to include age, marital status, and military status. New York City goes even further still, including legal 
partnership status, source of income (as long as it's legal), citizenship status, and status as a survivor of domestic violence, sex 
offenses, or stalking. 
 
The United States Department of Housing and Urban Development (or HUD) administers and enforces the federal Fair Housing 
Act. The rules apply to many facets of real estate, including sales, leasing, advertising, and lending. 
 
There’s also the New York State Human Rights Law, which prohibits discrimination on the basis of these protected classes:
- Employment 
- Retaliation 
- Housing 
- Discriminatory harassment 
- Bias-based profiling by law enforcement 
- And public accommodations 
 
The Fair Housing Law covers most residential housing with four main exceptions: 

- Single family residences being sold by the owner (where no broker is involved) 
- Dwellings belonging to religious organizations or private clubs 
- Rentals in owner-occupied homes 
- Senior housing, which can exclude people based on age or familial status. 

 
Just remember: there are NO exemptions that would allow discrimination based on race. 
 
The Americans with Disabilities Act (or ADA) prohibits discrimination against people with disabilities. Landlords are required to 
make reasonable accommodations for tenants who have disabilities, including allowing a service animal in the property regardless 
of pet policies or letting someone who uses a wheelchair to have a ramp installed. 
 
Your role as an agent is to focus on being inclusive, not discriminatory, in all your dealings with the public. That means being 
mindful of how you describe properties and which homes you show to clients. Don’t partake in steering or blockbusting. And if you 
find yourself working with discriminatory clients or third parties, educate them on the law and withdraw yourself from the 
transaction if necessary. Communicate with your clients and don’t make assumptions. Treat everyone the same way, and treat 
them with care and respect. 
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Level 9 - Sales Contracts and Leases 
 
As you learned in Level 9, a contract can be many things: valid, void, voidable, unenforceable, express, implied, bilateral, 
unilateral, executed, executory, and more. You should be familiar with these descriptions, and be able to categorize contracts 
based on their meanings.  
 
This level also touched on the discharge of contracts. When is a party allowed to discharge of a contract without consequence? A 
lot of times its has to do with the performance of the other party, whether that be partial, substantial, or non-performance.  
 
When the terms of a contract are violated, it is considered a breach of contract, commonly referred to as a default. There are 
number of options the non-breaching party can take if the other party breaches the contract. They can forfeit the contract, rescind 
the contract, or sue the breaching party for damages or performance. 
 
If the parties want to transfer the rights of the contract to one or another party, they can assign the same contract to other parties. 
If the parties want to stay in a contract together but want to change the actual contract they are in, they can use the process of 
novation to substitute one contract for another. 
 
Now let’s talk about the actual real estate contracts used in New York. Instead of providing promulgated contracts that everyone 
uses, New York State says that contracts must be drawn up by lawyers, or an agent using a contract template created by an 
approved local real estate association.  
 
Binders are common around New York City. Binders are abbreviated contracts that a buyer can use whenever they submit an 
offer. If the seller accepts the offer, the information from the binder is then expanded to the length of a full sales contract.  
 
You should also be familiar with common real estate contract provisions. A lot of information has to be conveyed with a single 
contract. Things like property location, the sales price, the funds the buyer is using to pay for the property, what specifically is and 
isn’t included with the sale, which party is paying for which services, and more. On top of that, a contract could include all sorts of 
clauses, contingencies, and disclosures. 
 
You should know the differences in types of leasehold estates and know about gross leases, net leases, percentage leases, 
variable leases, index leases, and every other lease mentioned in this course.  
 
An agent should become very familiar with the common lease provisions and laws for their area of the state. Agents should know 
who is allowed to live in a leased unit, the rights that tenants and landlords have, and how subletting, assignment, renewals, and 
evictions take place.  
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Level 10 - Real Estate Finance 
 
In Level 10, you learned that most people don’t have hundreds of thousands of dollars lying around to spend on a house. Instead, 
most homebuyers will use a combination of cash and a loan to pay for their home.  
 
The loan used to buy a house is known as a mortgage. Mortgages are unique in that they are secured by the real property that is 
being bought with the loan’s funds. In other words, a borrower is putting their property up as collateral for the loan. The property is 
securing the loan. So, if it turns out that the borrower can’t pay for the loan, the lender has the right to foreclose on the property. 
 
When a borrower takes out a mortgage, they will sign a promissory note, sometimes just referred to as a note. With a note, the 
borrower acknowledges their debt to the lender and promises to repay the holder of the note. The holder of the note might 
change, as we saw when talking about the secondary mortgage market. 
 
The secondary mortgage market is where lenders sell the loans so they can continue to loan money. Basically, it exists to make 
sure the primary market can keep up with the demand for mortgage loans. 
 
There are many different types of mortgages a borrower could take out. Mortgage loans can vary - whether they are conforming or 
non-conforming, whether the interest rate is fixed or not, depending on what the loan will be used for, et cetera.  
 
A borrower should know their options when taking out a loan, and they should know which loans could potentially be a serious 
burden on them. An agent should be able to help their clients steer clear of a predatory loan situation. 
 
And finally, a little math: Mortgages are loans and loans have interest rates. How those rates are applied to the mortgage depends 
on the mortgage type. For a straight loan, the borrower would pay the interest each month and then have a balloon payment at the 
end of the loan. This type of loan is more common with commercial and investment building.  
 
Most residential borrowers will be more familiar with an amortized loan. Amortization is the process of whittling down the amount 
paid in interest over the life of the loan. Each monthly payment is the same, but how much is paid to interest and principal are a 
direct reflection of the rate and the current principal balance.  
 
We also talked about loan points. Origination points are fees charged by the lender to pay for the loan origination. Discount points 
are paid by the borrower to lower the interest rate. And they both cost 1% of the loan amount.  
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Level 11 - Land Use Regulations 
 
If you take away just three things from Level 11, I hope that it’s how deed restrictions, eminent domain, and zoning ordinances 
work. Here’s a quick review. 
 
Deed restrictions, and more generally, restrictive covenants, are limits on land use that are often put in place by developers. They 
run with the land and are attached to the deed. They might limit several different things: the kind of buildings that are allowed in a 
neighborhood, the setback, the building size, or the cost of homes. They can limit anything, as long as they don’t violate fair 
housing law. 
  
Eminent domain is a form of “taking” done by the government. For eminent domain to be legal, the land must be used for the 
public good, and the former landowner must be fairly compensated. Condemnation is the act of seizing a property by eminent 
domain. Again, eminent domain is the right to take the land, condemnation is the process of taking it. 
 
And don’t forget zoning! Zoning ordinances are created by a municipal government based on the priorities laid out in their master 
plan. When a local government is creating zoning laws, first they make a zoning map, then they assign a zone (like residential, 
commercial, or industrial) to each area. Then, they create regulations describing what can exist in each zone. If your client wants 
to buy property to open a donut shop in a residential zone, it’s up to you to let them know that that might not work out.  
 
It’s critical for a real estate agent to understand what is and isn’t allowed by zoning regulations, building code, and restrictive 
covenants for any property.  
 
Of course, there’s always the possibility of getting a zoning variance. A zoning variance is special permission from the zoning 
board of appeals to disregard zoning law in some way. There are three main types: 
 
Use variances allow a change in the land’s use, for example, putting a grocery store in a residential zone.  
 
Area variances are related to the physical use of the land. An example of an area variance is permission to use a smaller setback 
because of an oddly shaped lot.  
 
Special use permits are for special uses written into the zoning law itself. For example, if a community includes places of worship 
as a permitted special use in a residential zone, a new synagogue can apply for a special use permit to open in the area. 
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Level 12 - Construction and Environmental Regulations 
 
In Level 12, you learned how construction projects originate from planning through site approvals. First, the developer submits 
building plans to the proper authorities. These plans can include building specifications, blueprints, a list of materials, and a plot 
plan or site plan. Once the plans are approved, the developer is issued a building permit, which authorizes the builder to begin 
their construction or remodeling project.  
 
Remember: the developer MUST submit building plans before a building permit can be issued, and that building permit MUST be 
issued before construction can begin. 
 
Once construction is complete, the building is inspected by the local authority to make sure it complies with the building code. If it 
does, the developer will be issued a certificate of occupancy that says that the building is ready and fit for occupancy.    
 
You also learned how a building is constructed, from the foundation all the way up to the roof – plus every stud, joist, and girder in 
between. You could probably build a house all by yourself now if you wanted to!  
 
Let’s not forget all your newfound knowledge on heating, cooling, plumbing, and electrical systems. Here are a few nuggets of 
wisdom you picked up: R-value is a unit of measurement for insulation material, British Thermal Unit, or BTU, is the unit of 
measurement for heating and air conditioning units, voltage is a measure of the force that pushes electricity through a wire, and 
amperage the strength of an electric current.  
 
You also heard the harsh truth about some not-so-fun environmental concerns. For example, radon gas is produced by the decay 
of radioactive materials in rocks under the surface of the earth. It can enter your home through cracks in the foundation or 
construction joints and other entry points where gas might rise up from the ground beneath your home.  
 
There’s also the danger posed by lead-based paint in homes built prior to 1978. The Residential Lead-Based Paint Hazard 
Reduction Act, also known as Title X, requires a lead-based paint disclosure for the sale or lease of homes built before 1978. As a 
real estate licensee, you are legally obligated to disclose the presence of lead paint to the buyer or tenant EVEN IF the seller or 
landlord fails to do so. 
 
And who could forget learning about the Environmental Protection Agency, or the EPA? When Congress writes an environmental 
law, the EPA implements it by writing regulations. One important federal environmental law to remember is the Comprehensive 
Environmental Response, Compensation, and Liability Act, or CERCLA, which aims to identify potentially responsible parties for 
the release of hazardous waste and orders them to take responsibility for the cleanup. CERCLA also established a Superfund to 
provide for cleanup when no responsible party could be identified.  
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Level 13 - Valuation and Pricing 
 
Here’s what you learned in Level 13: 
 
Real estate is a lucrative business because property is so uniquely valuable. The physical characteristics that make land a 
distinctive commodity are immobility, durability, and uniqueness. The economic characteristics that distinguish land as a 
commodity are economic scarcity, alteration, and situs. 
 
The economic principles that affect the value of land include the principles of anticipation, contribution, substitution, change, 
conformity, progression, regression, and competition. These principles tell us a lot about what consumers are willing to pay for real 
estate, but the major factor we talked about was supply and demand.  
 
As the demand for real estate rises, supply decreases. On the other hand, if the demand for real estate falls, supply increases. 
Supply and demand are both affected by many factors, like employment rates, wages, interest rates, and expectations for the 
economy. Characteristics of the population, prevalent social attitudes, and the legal and tax structure of the economy also shape 
the demand for and supply of real estate. 
 
The right listing price can make a transaction faster, smoother, and even more profitable. Your best tool in this endeavor is the 
comparative market analysis, or CMA. It’s not an appraisal, but a data-driven method for estimating the fair market value of a 
property. 
 
Speaking of value, you learned the difference between value, price, and cost. Value, specifically market value, is the price for 
which a property will theoretically sell under typical conditions. Price is the amount a ready, willing, and able buyer agrees to pay 
(and a seller agrees to accept) for a property. Cost is the amount of money required to buy, build, or develop something. 
 
Finally, let’s review appraisal. An appraisal is an impartial, qualified appraiser's written opinion of value of a specific property as of 
a specific date, supported by relevant market information. Appraisers have to meet education and licensing requirements. They 
use general data about the market and specific data about the property to come up with a property value.  
 
Appraisers tend to use one or more approaches to value: 

- The first is the sales comparison approach, which is the same idea that guides CMA’s. The appraiser compares the 
subject property to several similar properties in the same market area, making adjustments for features that add or reduce 
value. It’s used mostly for owner-occupied residential homes. 

- The second is the cost approach, in which the appraiser determines how much it would cost to replace the building, minus 
the cost of depreciation, plus the value of the land itself. This approach is used for new construction or highly specialized 
buildings.  

- The final method, called the income approach, is based on the amount of income a property produces (or could produce) 
for its owner. This one is obviously best for commercial or investment property. 
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Level 14 - Real Estate Math 
 
As you saw from Level 14, there are a lot of different areas of the real estate industry that require math skills. I’ll go over some of 
them now and remind you of all the reasons you’ll need to know them. 
 
An agent should know how the measurements of a property are calculated. Real property is, by nature, an area. As a simple 
example, a client could ask how much bigger one room is than another. Implementing the lessons learned in this level can help an 
agent give the client an accurate response. 
 
Calculating commission payments will become a pretty familiar exercise for you. Of course an agent wants to figure out how much 
money they are going to make from a sale. The agent might also want to make sure taking on a listing is worth their time. If it is 
going to require a lot of work and time for a relatively small commission payment, the agent could make the informed decision not 
to take the listing. 
 
In this level, we did calculations to show how a loan and down payment add up to the purchase price of a property. A buyer might 
not always realize how much a down payment should be or how big of a loan they will need to take out, but an agent is there to 
help guide them.  
 
A seller might have unrealistic expectations when selling their home, so knowing a bit about how the net to seller is calculated can 
help an agent bring those expectations back down to reality. When it’s all said and done, the seller probably won’t be walking 
away with the entirety of the sales price. Knowing this calculation can also help a seller make an informed decision about the 
listing price and about how low they could potentially go on the purchase price.  
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Level 15 - Municipal Agencies 
 
In Level 15, we talked about the agencies you’re most likely to deal with in your career.  
 
First, there’s the New York City building department, called the Department of Buildings. If you ever work with a client who wants 
to build or do major renovation on a building (or if you decide to take a stab at flipping houses yourself), you’ll need to get to know 
the DOB. They issue building permits, enforce building code, inspect building sites and already-built buildings for code 
compliance, and issue certificates of occupancy and certificates of compliance. You should advise clients to be very cautious if 
they’re considering purchasing a building without an up-to-date C of O, because it might not be up to code. 
 
If you do business in New York City, you should understand how the Landmark Preservation Commission works. They issue 
permits for construction — even minor stuff that doesn’t require a DOB permit, like changing a door or window — for buildings in 
historic districts. 
 
You might also have run-ins with the zoning board of appeals. They issue variances and interpret zoning laws. Remember 
variances? There are three kinds: use variances, area variances, and special use permits.  
 
Lastly, if you ever own property, you’ll get to know the tax assessor and receiver of taxes. They’re the people who decide how 
much your home is worth for tax purposes. They also take your sweet, sweet cash. 
 
Remember, New York’s Municipal Home Rule Law empowers municipalities to create their own laws, tax citizens, make zoning 
ordinances, and elect local lawmakers. What that means for you is that the regulations about zoning, building code, environmental 
conservation, and taxation will depend on where you live and work. After you get your license, you’ll need to do a lot more learning 
about how things actually work in your city, town, or village. 
 
Finally, the structure of your local government will differ depending on whether you live in a city, town, or village. Most cities are 
run by a mayor and a city council.  
 
A city councilperson can be a great resource. If going through the usual channels isn’t getting, say, your client’s sidewalk fixed, or 
a stop light put up in their dangerous intersection, reaching out to your city councilperson can get things moving. In a village, the 
village board of trustees serves a similar function.  
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Level 16 - Property Insurance 
 
In Level 16, you learned a lot about property insurance. It’s up to you to make sure your clients understand that they need to get 
insurance before closing. The lead-up to a closing can be a stressful time, with a whole lot of waiting.  
 
A homebuyer may not realize they need to have their homeowners policy locked down before they can get their funding approved, 
especially in residential real estate. They’ll get the policy either way — the bank won’t lend them money without adequate 
insurance. But keeping them aware of the fact that they need to choose a policy before closing gives them time to shop around for 
the best coverage. 
 
According to the Insurance Information Institute, the average insurance premium for a New York homeowner in 2015 was $1,287 
— that’s not a minor expense. And 56% of homeowners don’t shop around when their policy is up for renewal. That means the 
policy they get initially will be the one most people stick with over the long haul. You can help your clients save money (and 
protect themselves in the event of a tragedy) by pushing them to do their research at the outset.  
 
Another reason to ensure your clients are aware of their insurance responsibilities early is that they need to pay an entire year’s 
worth of insurance premiums at or before closing. For some homebuyers, that extra closing cost will be significant, and you don’t 
want them to be surprised by it.  
 
You should also ensure that your clients understand the process when their mortgage servicer holds their insurance premium 
payments in escrow. As I’m sure you remember, most residential mortgage payments include PITI: principal, interest, taxes, and 
insurance.  
 
Clients may not realize that if their insurance premiums go up, their mortgage payments will go up too. In that case, they can shop 
around to find a better deal with another insurance provider. They also might not realize that it’s up to them to let their insurance 
provider know when they sell their home later. 
 
If you become a rental broker, educating your clients on the need for renters’ insurance could save them heartache down the 
road. 
 
So while you do need to know all about HO-6 policies, umbrella insurance, and co-insurance penalties, your main job in real life 
will be to educate clients about the basics. 
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Level 17 - Licensee Safety 
 
In Level 17, you learned how to take steps to protect yourself from theft and violence while on the job.  
 
Real estate professionals are targeted by criminals for a couple different reasons: 

- First and foremost, we work with the general public, frequently interacting with strangers and sometimes doing so at 
isolated locations. 

- Second, thieves may assume that most agents are wealthy. What gives this impression? Anything from the types of 
clients or properties an agent represents to how they dress, or even a poor understanding of how those hefty-sounding 
commissions are split.  

 
Here are the top 10 tips for staying safe on the job: 

- When meeting new clients for the first time, do so at the office or a public space, NOT a vacant property or their home. 
Don’t be afraid to ask for ID. 

- Don’t share your personal address with clients. Keep your online presence and marketing materials professional. 
- Don’t host open houses alone. Keep track of visitors and know your escape path. 
- Preview property and get familiar with the surrounding area before you show a property to buyers. 
- When listing vacant property, don’t make it obvious that it’s unoccupied. When visiting vacant property, check for signs of 

break-ins or squatters before entering. 
- Park your vehicle near a property’s entrance, but not where it could easily be blocked in. Keep valuables locked in the 

trunk. 
- Never get in a customer’s car. Have buyers walk in front of you during property tours. 
- Keep your phone on hand and consider using safety apps, or at least tell someone when and where you have meetings. 
- Always drive safely. Don’t use your phone while driving. 
- Trust your gut! You deserve to feel safe at work. Sale opportunities come and go, and they’re not worth risking your 

personal safety. 
 
It’s also your responsibility to look out for the possessions, information, and physical safety of your clients.  
 
And don’t forget about online safety! Protect your confidential information and that of your clients by practicing good tech habits 
like setting passcodes on your devices, using long and unique passwords that you update regularly, and opting into two-factor 
authentication. Be cautious, ask questions, and remember: better safe than sorry. 
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Level 18 - Taxes and Assessments 
 
In Level 18, you learned that while you won’t be responsible for the details of calculating the taxes for a specific property, or 
protesting a client’s tax assessment for them, you will have to know how to walk clients through the process of a property tax 
calculation or assessment protest. You’ll be the one teaching clients about general property tax procedures and empowering them 
to prepare financially for whatever property they might be purchasing. You also need to be able to teach potential clients how to 
make their voice heard if they feel they’ve been wronged by the tax world. 
 
Without taxes, we wouldn’t be able to pay for some of the important things we all enjoy, like public schools, local police, municipal 
improvements, health services, fire departments, and parks. Property taxes pay for these things because they are the only 
identifiable source of local income.  
 
It’s also important to know what type of jurisdiction you or your client belong to so you can stay on top of that jurisdiction’s rules 
and regulations. These jurisdictions could be called cities, towns, villages, counties, or states. 
 
The terms “assessed value” and “market value” are sometimes used interchangeably, but they are not the same thing. Market 
value is the price a buyer would pay for a property under normal conditions. But assessed value is the value placed on a property 
by a governmental unit, and this is the value used in calculating property taxes.  
 
As an agent selling properties, you’ll probably be more concerned with market value, but when navigating taxes and assessments, 
you’ll be more concerned with assessed value.  
 
While you won’t be charged with calculating the specific property taxes for an owner, buyer, or property, you should be able to 
walk a client through how property taxes are calculated. We went through a lot of math and math-related terms and concepts, like 
equalization rate, level of assessment, and uniform percentage. Remember those? 
 
When protesting property tax assessments, remember that: 

- Property owners should start the protest process by first discussing their assessment with their assessor. After that they 
can move on to municipal and judicial review, if they need to.  

- The assessment review board and SCAR could be a part of this part of the protest process, depending on how far a 
property owner has to go to get the assessment reduction they think they deserve.  

 
And there you have it: taxes and assessments! 
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Level 19 - Condos and Cooperatives 
 
In Level 19, you learned all about condos, co-ops, and condops. Condos, co-ops, and condops make up a significant portion of 
New York real estate. 
 
In many ways, owning a condo is like owning a home. When it comes to insurance, taxes, mortgages, and closing transactions, 
condos and homes are pretty similar. There are key differences, though. Unlike homeowners, condo owners have to obey bylaws 
and CC&Rs. So, while a homeowner might get to landscape however they choose, a condo owner would have to follow rules 
about type of plant, shrub placement, and other regulations that apply to the whole community.   
 
Another important difference is structure of ownership. In terms of what they own, condo owners own the interior of their unit, and 
that’s it. Homeowners own the interior of the unit, the exterior of the unit, and the land it sits on. In terms of how they own, condo 
owners have undivided interest in common areas. Common areas are those buildings or amenities like hallways, pools, or 
sidewalks that all residents use and all residents own.  
 
Think of it this way: A condo is like a house in that both involve fee simple ownership of the unit’s interior. But once you go beyond 
those walls, the condo turns into a structure of joint ownership and undivided interest, while the house continues as fee simple. 
 
Both co-ops and condos combine individual and joint ownership. So, all that stuff about sharing common areas and obeying 
bylaws and CC&Rs applies to co-ops, too. Essentially, if you live in one of the Three C’s, you need to enjoy community. 
Community goes hand-in-hand with condos, co-ops, and condops.  
 
In a co-op, residents hold shares in the corporation that owns the co-op, rather than outright owning real property, like condo 
owners. That’s why they are often called co-op shareholders rather than owners. If one member defaults on their payments, the 
whole co-op could get foreclosed upon. In a condo, one member’s actions don’t have the same ripple effect. Additionally, co-op 
residents get to choose their neighbors (which they do through the board interview), which isn’t true for condo owners. It’s really 
“all for one and one for all” in a co-op.  
 
Finally, there’s the condop. The word itself gives you a clue to what it is, as you’re literally squishing the word “condo” and “co-op” 
together. Like the word, the condop has features of both a condo and a co-op.  
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Level 20 - Commercial and Investment Properties I 
 
In Level 20, you learned about the types of commercial real estate and their main qualities, useable vs. rentable square footage, 
lease clauses, and calculating commercial rent. 
 
Really quickly, let’s run through a review of types of leases.  
 
A gross lease is a lease where a tenant pays a simple, flat fee every month, a.k.a. rent. If you’ve ever rented an apartment, you’ve 
probably had a gross lease. 
 
A net lease is rent plus some part of a property’s expenses. This is the most common kind of commercial lease, and it comes in 
three different flavors.  
 
A single-net lease is rent plus a portion of the property taxes. A double-net lease is rent, taxes, and a portion of the property 
insurance. A triple-net lease includes rent, taxes, insurance, and a portion of the maintenance costs for the building. 
 
Another kind of commercial lease, typically used in a retail setting, is the percentage lease. Percentage leases take a portion of a 
store’s profits on top of the rent. Usually, a landlord only starts taking a percentage after a store makes a certain amount of money 
that year. The point where the percentage kicks in is called the breakpoint. A breakpoint can be natural, meaning it’s found using a 
percentage of the annual rent, or fixed, meaning that it’s an absolute gross amount, sometimes based on the square feet a tenant 
is renting. 
 
A ground lease is a long-term lease for undeveloped land. Ground leases usually run for 30 to 99 years. A ground lease tenant will 
build on the land. Once a ground lease is up, the property and all the buildings revert to the land’s owner. 
 
Lease clauses modify how commercial leases work. Whether it’s an escalation clause that lets a landlord raise the rent during a 
lease period or a utilities cost clause that spells out how utilities are metered, these clauses affect how much a tenant’s monthly 
obligation is going to be.  
 
 

48



 

 

Level 21 - Commercial and Investment Properties II 
 
You just finished Level 21, the second level on commercial and investment property.  
 
While you might not have any plans to invest in real estate, you will most likely work with clients who do. By understanding the 
core investment property concept we’ve discussed, you’ll be better prepared to represent their interests.  
 
Let’s talk about the three main characteristics that set apart real estate investments from other investments.  

- Risk: Some real estate investments may have a lower risk than other investments. For example, investing in a single-
family home has relatively lower risk than investing in Beanie Babies. Putting money into a single family home has 
relatively higher risk than putting money into a savings account. 

- Liquidity: Real estate is less liquid than most other investments. It is more difficult to sell an office building for its market 
value within a short period time than it is to sell a stock for its market value.  

- Leverage: Real estate investors can use debt to purchase real estate investments. By taking out loans, they can invest in 
more real estate than they could with just their own cash. This is unique, as you cannot use debt to purchase most other 
investment options, such as stocks.  

 
When you’re working with commercial or investor clients, it’s important to keep in mind that their goals and interests are different 
than homebuyers. Investors are looking for property that will make them a profit and business owners are looking for a residence 
for their employees and products.  
 
Real estate investors use metrics to evaluate properties, such as net operating income and before tax cash flow. They’ll also use 
those metrics to project rate of returns such as cash-on-cash returns or capitalization rates. They then use these rates to 
determine which property could give them the best return on their investment. 
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Level 22 - Income Tax in Real Estate Transactions 
 
Let’s review the big takeaways of Level 22. 
 
Remember that only homeowners who have lived in their primary residence for two of the past five years are eligible for the capital 
gains tax exclusion. When a taxpayer sells their home, they don’t have to pay capital gains tax on $500,000 (for a married couple) 
or $250,000 (for a single person) of the profit, where profit is defined as realized gain minus adjusted basis. 
 
The adjusted basis of a property is the sales price, or basis, plus the cost of improvements and closing costs, minus any realized 
depreciation.  
 
You also need to know about depreciation. Remember that depreciation is for commercial properties only, and only for the 
improvements—land does not depreciate. For straight-line depreciation, residential property is depreciated over 27.5 years, and 
commercial property over 39 years. When an investor sells, they pay a 25% tax on all possible depreciation. This is called 
depreciation recapture. 
 
Active income is earnings where you’re an active participant. Doing a job earns you active income. Passive income is income you 
get without being an active participant. Rental properties are a classic example of passive income. Portfolio income is dividends 
and royalties from investments. 
 
And as I hope you remember, a 1031 exchange, or like-kind exchange, is a tax shelter that lets an investor “exchange” a property 
for another property or properties without paying capital gains tax. 
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Level 23 - Mortgage Brokers 
 
In Level 23, you learned about mortgage origination and the mortgage brokers and bankers who make it possible. The majority of 
your clients will be using loans of some kind or another to make their real estate purchases. 
 
Pre-qualification is the first step in the loan application process in which lenders give prospective borrowers a general estimate of 
the loan amount for which they may be approved. It's based on information reported by the borrower. Pre-approval is the more 
official process of a borrower being approved by a lender to borrow a specific amount at an interest rate within a small range. A 
mortgage application, credit report, and supporting financial documentation are required. The big takeaway is to encourage your 
buyer clients to get pre-approved before you start viewing and making offers on properties.  
 
Let’s do a quick review of the mortgage process: 

- First comes loan processing, in which the lender gathers and verifies the borrower’s financial information. 
- Next comes underwriting, when the underwriter analyses the level of risk a lender would take on by offering a loan to that 

borrower for a specific property.  
- If all goes well, the loan is funded on closing day. 
- The final step is an ongoing process called loan servicing, in which the servicer collects mortgage payments and stays in 

contact with the borrower. 
 
One more important thing to review is the difference between mortgage brokers and mortgage bankers: 
 
A mortgage broker is a licensed professional who, for a fee, brings together borrowers and lenders to create mortgages. They 
don’t lend money to borrowers and they don’t service the loans. Mortgage brokers work with multiple lenders to find the right loans 
for borrowers. They make their money by getting commissions from the approval of loan applications. 
 
In contrast, a mortgage banker is a person or entity who originates and services mortgage loans. A mortgage banker uses their 
own funds to provide the borrower with financing, unlike a mortgage broker. 
 
An MLO, or mortgage loan originator, describes anyone who helps consumers get mortgages. Loan officers also facilitate the 
mortgage process and often receive a commission for their services. When we specify that someone is a loan officer, it means 
they’re employed by one specific financial institution. 
 
Thanks to the SAFE act (which stands for the Secure and Fair Enforcement for Mortgage Licensing Act of 2008), all mortgage 
loan originators have to have a license. Similar to real estate agents, they have to meet education requirements, pass an exam, 
and take continuing education throughout their careers. 
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Level 24 - Property Management 
 
We spent Level 24 learning all about property and how it’s not able to manage itself. That’s why we need knowledgeable and 
capable property managers! As a license holder, you will have the option of being a property manager, responsible for managing 
all of an owner’s properties. 
 
So who are property managers? Property managers are people who rent or lease someone else’s real property on that person’s 
behalf. They have to know how to manage anything and everything property-related, from tenant complaints to property 
marketing.  
 
Property managers wear a lot of hats, but their main duties fall into these four categories: 

- Financial and marketing responsibilities 
- Responsibilities relating to tenants and tenant occupancy 
- Responsibilities that relate to the management of the physical facility itself  
- Administration and risk management responsibilities 

 
We also learned about the property management agreement, which details everything about the agency between the property 
manager and the owner, including the duties a property manager must carry out, the activities they will be responsible for, and 
how they’ll be compensated.  
 
Property management agreements are super important, so they should always be documented in writing in order to protect you – 
the license holder – in case some not-so-ideal events occur.  
 
Remember the four different kinds of properties a property manager could end up managing: residential property, commercial 
property, industrial property, and special purpose property. Each of these properties has their own unique responsibilities. 
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