
Every title is made up of many different “rights” and 

“interests” that may be owned by different people. The 

most valuable rights and interests are owned by the 

property’s owners, but others may also have rights to the 

property, such as liens or unpaid utilities, homeowner’s 

dues or mortgages. 

An encumbrance is a legal term for anything that affects 

or limits the title of a property and may consist of 

easements, mortgages or liens. When a person purchases 

property, it is not only the physical address that he or she 

acquires, but the seller’s rights and interests or “title”. It 

is essential for the potential purchaser to know before the 

transaction takes place precisely what rights or interests 

the seller can impart. The buyer will also need to know 

if others may have rights or interest in the property and 

about any encumbrances against the property that may 

affect the use of the land. Therefore when making a 

purchase, the potential buyer will want a title search 

performed, which will uncover the interests of third 

parties.

A property title is the vehicle in which ownership transfers 

from one person or business to another, and is composed 

of three basic elements:

Rights and interests that are 

published in public records or by 

inspection of the property (such as 

deeds, mortgages and leases);

 Rights and interests that are not 

recorded but exist (such as limitations 

imposed by laws and statues);

 Rights and interests that are hidden 

(such as forgeries, secret marriages 

and unknown heirs).
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The information provided above is intended for informational purposes only. It is important to seek professional counsel from an attorney and/or CPA to determine the legal and tax consequences of how you hold title to real property. The material contained herein is for informational 
and educational purposes only. It should not be used as a substitute for legal, accounting, or other professional advice. If legal advice or other expert assistance is required, the services of a competent professional should be sought. Although believed to be reliable at the time of its creation, 
National Closing Solutions makes no representations or warranties that such information is still accurate or current. Except as noted or contained third party links, the contents of this marketing piece is the property of National Closing Solutions. Reproduction without prior written 
permission from National Closing Solutions is prohibited.

NCSLenders.com • 888.958.8060


