
WHAT IS AN ESCROW?
Buyers and sellers of a piece of property establish terms and 
conditions for the transfer of ownership of the property. 
These terms and conditions are given to a third party known 
as the escrow holder. In turn, the escrow holder has the 

responsibility of seeing that the terms of the escrow are 
carried out. The escrow is an independent neutral account 
and the vehicle by which the mutual instructions of all 
parties to the transaction are complied with.
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WHY IS ESCROW NEEDED?
Whether you are the buyer or the seller, you want  
assurance that no funds or property will change hands  
until all instructions have been followed. With the increasing 
complexity of business, law and tax structures, it takes a 
trained professional to supervise the transaction.

HOW LONG IS AN ESCROW?
The length of an escrow is determined by the terms of  
the purchase agreement/joint escrow instructions. Typically, 
the escrow process takes between 30 to 45 days from  
start to finish.

WHO ARE THE KEY PLAYERS?
There are many hands involved in the escrow process, and 
each individual has a specific role to play to ensure the  
sale happens. 

• Realtors/agents: Those who represent the buyer and 
seller throughout the entire process

• Title company: The company that ensures the real 
estate title is transferred legally over to the buyer and 
acts as the middleman between the buyer/seller and 
the escrow company to make sure all paperwork is filed 
properly for all parties involved

• Escrow company: The third-party company in charge 
of facilitating the sale

• Lender/lending company: An individual or financial 
institution that loans money to the buyer for the 
purchase of a home

BREAKDOWN OF THE ESCROW PROCESS  
FOR THE BUYER

• Open escrow 
To open escrow, preliminary documents are ordered 
for the buyer. These include documents for the 
Homeowner’s Association (if there is one), loan payoffs 
from sellers, property taxes, and more.

• Deposit money to the escrow company 
Next, the buyer will pay a sum of money, or “earnest 
money.” This deposit will allow the buyer to remain in 
the game to purchase the house.

• Request inspection, any necessary repairs,  
and appraisal 
Depending on the contract, the buyer will then have a 
certain amount of time to get the house inspected and 
ask for any necessary repairs from the sellers. Typically, 
this will be anywhere from five to ten days, depending 
on the market. They’ll also request an appraisal. 
During this step, an appraiser will also be requested 
to determine whether the house’s value matches the 
buyer’s offer.

• Negotiate based on differences between  
the offer and appraisal  
After the final appraisal happens, the buyer, seller and 
their respective agents will negotiate any differences 
between the original offer and the appraised value 
(since the lending company will only lend based on the 
appraisal value).
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Deed
Written instrument which, when 
properly executed and delivered, 
conveys title.

Loan-To-Value Ratio
The relationship between the 
amount of the mortgage loan and 
the appraised value of the property 
expressed as a percentage.

Trustee
The neutral third party in the deed 
of trust with limited powers. When 
the loan is paid in full, the property 
is reconveyed by the trustee back 
to the person or persons legally 
entitled to the land, or if delinquent, 
the property will be conveyed 
pursuant to non-judicial foreclosure 
proceedings, to the highest bidder 
in a public sale.
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• Wait for paperwork and loan to be processed 
After negotiations take place (if necessary), the buyer and seller will wait for 
final approval from the buyer’s lender to finalize and process the loan and other 
required paperwork.

• Receive underwritten approval 
Once the paperwork and loan are received, the closing department works with 
the title company to wrap up the settlement and legally transfer the house from 
the seller to the buyer.

• Pay closing costs 
The buyer then pays all remaining costs to complete the process. The final 
payments will include down payments, closing cost and equity (or the amount 
of money the seller will net from the sale).

WHAT NOT TO DO DURING THE ESCROW PROCESS
• Change jobs or become self-employed

• Buy or lease a new car

• Buy new furniture on store credit

• Run up credit cards

CAN A HOME FALL OUT OF ESCROW?
Yes. This can happen for a variety of reasons, including the buyer didn’t qualify 
for financing, the inspection reveals complications, the appraisal is lower than the 
accepted offer or the buyer wants to pull out of the sale.
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