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Putting the Pieces Together

Prepared for: _____________

The Home Buying Process
I have designed this packet to assist you with the purchase of your new home.  I assure you that it is my goal to provide you with the most professional and informative service available.  I am always just a phone call away!
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Home Buying Packet

How to Buy a Great House

There are many factors to consider when selecting a neighborhood that is right for you.  Below are just a few of the many factors -- you may think of others that are important to you.  

Neighborhoods have characteristic personalities designed to best suit single people, growing families, two-career couples, or retirees.  

SCOUT THE NEIGHBORHOOD!

It is important that you scout the neighborhood in person.  You live in more than your house.  

· Talk to people who live there.  

· Drive through the entire area at different times of the day, during the week and on weekends.  

· Look carefully at how well other homes in the area are being maintained; are they painted, are the yards well cared for; are parked cars in good condition, etc.

NEIGHBORHOOD FACTORS TO CONSIDER -- 

· Look for things like access to major thoroughfares, highways, and shopping.  

· Listen for noise created by commerce, roads, railways, public areas, schools, etc.  

· Smell the air for adjacent commerce or agriculture.  

· Check with local civic, police, fire, and school officials to find information about the area.  

· Research things like soil and water.  

· Look at traffic patterns around the area during different times of the day and drive from the area to work.  

· Find out if the neighborhood is near parks, churches, recreation centers, shopping, theaters, restaurants, public transportation, schools, etc.

· Find out if the neighborhood belongs to a Homeowner’s Association.
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What Happens Next
Now that you have decided to buy your home, what happens between now and the time you legally own the home?  A attorney’s office may handle the following items. 

Earnest Money – An agreement to convey starts the process once it is received.  Once you submit the loan application, it is usually subject to a credit check, an appraisal, and sometimes, a survey of the property.

Tax Check – What taxes are owed on the property?  The attorney contacts the various assessor-collectors.

Title Search – Copies of documents are gathered from various public records: deeds, deeds of trust, various assessments and matters of probate, heirship, divorce, and bankruptcy are addressed.

Examination – Verification of the legal owner and debts owed.

Document Preparation – Appropriate forms are prepared for conveyance and settlement.

Settlement – A closing attorney oversees the closing of the transaction: seller signs the deed, you sign a new mortgage, the old loan is paid off and the new loan is established.  Seller, agents, attorneys, surveyors, Title Company, and other service providers for the parties are paid.  Title insurance policies will then be issued to you and your lender.  

Title Insurance - There are two types of title insurance: 

· Coverage that protects the lender for the amount of the mortgage, 

· Coverage that protects the equity in the property. 

Both you and your lender will want the security offered by title insurance.  Why?

Title agents search public records to determine who has owned any piece of property, but these records may not reflect irregularities that are almost impossible to find.  Here are some examples: an unauthorized seller forges the deed to the property; an unknown, but rightful heir to the property shows up after the sale to claim ownership; conflicts arise over a will from a deceased owner; or a land survey showing the boundaries of your property is incorrect. 

For a one-time charge at closing, title insurance will safeguard you against problems including those events an exhaustive search will not reveal. 
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     Home Warranty Protection
NEW HOME WARRANTIES:

When you purchase a newly built home, the builder usually offers some sort of full or limited warranty on things such as the quality of design, materials, and workmanship.  These warranties are usually for a period of one-year from the purchase of the home.

At closing, the builder will assign to you the manufacturer’s warranties that were provided to the builder for materials, appliances, fixtures, etc.  For example, if your dishwasher were to become faulty within one year from the purchase of your newly built home, you would call the manufacturer of the dishwasher – not the builder.

If the homebuilder does not offer a warranty, BE SURE TO ASK WHY!

RESALE HOME WARRANTIES:

When you purchase a resale home, you can purchase warranties that will protect you against most ordinary flaws and breakdowns for at least the first year of occupancy.  The warranty may be offered by either the Seller, as part of the overall package, or by the agent.  Even with a warranty, you should have the home carefully inspected before you purchase it.

A home warranty program will give you peace of mind, knowing that the major covered components in your 
home will be repaired if necessary.  Ask me for more details about home warranty packages.

	WARRANTY INFORMATION

	
	
	
	

	Company Name:
	______________________
	Contact:
	_______________________

	Address:
	______________________
	Phone:
	_______________________

	
	______________________
	Fax:
	_______________________

	Policy Number:
	______________________
	Policy Value:
	_______________________

	Coverage:
	______________________
	Duration:
	_______________________
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What Is a Real Estate Closing?

WHAT IS A REAL ESTATE CLOSING?
A “closing” is where you and I meet with some or all of the following individuals: the Seller, the Seller’s agent, a representative from the lending institution and a representative from the title company, in order to transfer the property title to you.  The purchase agreement or contract you signed describes the property, states the purchase price and terms, sets forth the method of payment, and usually names the date and place where the closing or actual transfer of the property title and keys will occur.  

If financing the property, your lender will require you to sign a document, usually a promissory note, as evidence that you are personally responsible for repaying the loan.  You will also sign a mortgage or deed of trust on the property as security to the lender for the loan.  The mortgage or deed of trust gives the lender the right to sell the property if you fail to make the payments.  Before you exchange these papers, the property may be surveyed, appraised, or inspected, and the ownership of title will be checked in county and court records.

At closing, you will be required to pay all fees and closing costs in the form of “guaranteed funds” such as a Cashier’s Check.  Your loan officer should notify you of the exact amount prior to closing.

WHAT IS AN ESCROW ACCOUNT?

An escrow account is a neutral depository held by your lender for funds that will be used to pay expenses incurred by the property, such as taxes, assessments, property insurance, or mortgage insurance premiums which fall due in the future.  You will pay one-twelfth of the annual amount of these bills each month with your regular mortgage payment.  When the bills fall due, the lender pays them from the special account.  At closing, it may be necessary to pay enough into the account to cover these amounts for several months so that funds will be available to pay the bills as they fall due.  
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Moving

CONGRATULATIONS! You have closed on your new home and now you are ready to move!  Think about your move as a series of small projects that you can begin while your home is under contract.  Your move will progress as your contract and closing progress.  That way, when the day comes to physically move your belongings, most of the details will be taken care of. 

Keep detailed records – some moving expenses are tax deductible! 
Keep detailed records of all moving expenses if your move is job related.  Many expenses, including house-hunting trips, are tax deductible.  If your move is 35 miles or more from your home, you can deduct your family’s travel expenses, including meals and lodging; the cost of transporting furniture, other household goods and personal belongings; food and hotel bills for up to 30 days in the new city if you have to wait to move into your new home; and the costs associated with selling your old home or leasing your new home.

Note:
There is a ceiling on deductions which is outlined in detail in the IRS’s Publication 521, “Tax Information on Moving Expenses,” available free from the IRS offices.
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My 10+ Customer Service Commitment

As the REALTOR® you have chosen to exclusively represent you in the purchase of your new home, 
I promise that I will:
1. Provide you with 10+ customer service during the entire buying process. 
2. Organize and schedule your home search process. 

3. Discuss the benefits and drawbacks of each home in relation to your specific needs. 

4. Provide you with ongoing updates on available homes. 
5. Help you to compare homes and make a decision. 

6. Advise you on the terms and issues of the offer and fill out the purchase offer contract. 

7. Present your offer and negotiate on your behalf. 

8. Coordinate and supervise the preparation of all closing documents and guide you through the closing process. 

9. Help you resolve any closing issues. 

10. Coordinate move-in and assist with any post-closing issues.

11. __________________________________________________________

12. __________________________________________________________

13. __________________________________________________________

14. ______________________________________________________

15. ______________________________________________________

I look forward to helping you find your next home!  
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Real Estate Glossary

Acceptance:  the date when both parties, seller and buyer, have agreed to and completed signing and/or initialing the contract.

Adjustable Rate Mortgage:  a mortgage that permits the lender to adjust the mortgage's interest rate periodically on the basis of changes in a specified index. Interest rates may move up or down, as market conditions change.

Amortized Loan:  a loan that is paid in equal installments during its term.

Appraisal:  an estimate of real estate value, usually issued to standards of FHA, VA and FHMA.  Recent comparable sales in the neighborhood is the most important factor in determining value

Appreciation:  an increase in the value of a property due to changes in market conditions or other causes. The opposite of depreciation.

Assumable Mortgage:  purchaser takes ownership to real estate encumbered by an existing mortgage and assumes responsibility as the guarantor for the unpaid balance of the mortgage.

Bill of Sale:  document used to transfer title (ownership) of PERSONAL property.

Cloud on Title:  any condition that affects the clear title to real property.

Consideration:  anything of value to induce another to enter into a contract, i.e., money, services, a promise.

Deed:  a written instrument, which when properly executed and delivered, conveys title to real property.

Discount Points:  a loan fee charged by a lender of FHA, VA or conventional loans to increase the yield on the investment.  One point = 1% of the loan amount.

Easement:  the right to use the land of another.

Encumbrance:  anything that burdens (limits) the title to property, such as a lien, easement, or restriction of any kind.

Equity:  the value of real estate over and above the liens against it.  It is obtained by subtracting the total liens from the value.

Escrow Payment:  that portion of a mortgagor’s monthly payment held in trust by the lender to pay for taxes, hazard insurance and other items as they become due.

Fannie Mae:  nickname for Federal National Mortgage Corporation (FNMA), a tax-paying corporation created by congress to support the secondary mortgages insured by FHA or guaranteed by VA, as well as conventional loans.

Federal Housing Administration (FHA):  an agency of the U.S. Department of Housing and Urban Development (HUD). Its main activity is the insuring of residential mortgage loans made by private lenders. The FHA sets standards for construction and underwriting but does not lend money or plan or construct housing.

FHA Insured Mortgage:  a mortgage under which the Federal Housing Administration insures loans made, according to its regulations.

Fixed Rate Mortgage:  a loan that fixes the interest rate at a prescribed rate for the duration of the loan.

Foreclosure:  procedure whereby property pledged as security for a debt is sold to pay the debt in the event of default.

Freddie Mac:  nickname for Federal Home Loan Mortgage Corporation (FHLMC), a federally controlled and operated corporation to support the secondary mortgage market.  It purchases and sells residential conventional home mortgages.

Graduated Payment Mortgage:  any loan where the borrower pays a portion of the interest due each month during the first few years of the loan.  The payment increases gradually during the first few years to the amount necessary to fully amortize the loan during its life.

Lease Purchase Agreement:  buyer makes a deposit for future purchases of a property with the right to lease property in the interim.

Lease with Option:  a contract, which gives one the right to lease property at a certain sum with the option to purchase at a future date.

Loan to Value Ratio (LTV):  the ratio of the mortgage loan principal (amount borrowed) to the property’s appraised value (selling price).  Example – on a $100,000 home, with a mortgage loan principal of $80,000 the loan to value ratio is 80%.

Mortgage:  a legal document that pledges a property to the lender as security for payment of a debt.

Mortgage Insurance Premium (MIP):  the amount paid by a mortgagor for mortgage insurance.  This insurance protects the investor from possible loss in the event of a borrower’s default on a loan.

Note:  a written promise to pay a certain amount of money.

Origination Fee:  a fee paid to a lender for services provided when granting a loan, usually a percentage of the face amount of the loan.

Private Mortgage Insurance (PMI):  see Mortgage Insurance Premium.

Second Mortgage / Second Deed of Trust / Junior Mortgage / Junior Lien:  an additional loan imposed on a property with a first mortgage.  Generally, a higher interest rate and shorter term than a “first” mortgage.

Settlement Statement (HUD-1):  a financial statement rendered to the buyer and seller at the time of transfer of ownership, giving an account of all funds received or expended.

Severalty Ownership:  ownership by one person only.  Sole ownership.

Tenancy In Common:  ownership by two or more persons who hold an undivided interest without right of survivorship.  (In event of the death of one owner, his/her share will pass to his/her heirs.

Title Insurance:  an insurance policy that protects the insured (buyer or lender) against loss arising from defects in the title.

Money Up Front:


Earnest Money 


Option Money 


Inspection Fee 


Appraisal 


Credit Report 





Find a Realtor You Can Trust





Title Exam & Title Insurance





Take possession of your New Home





*If not already pre-approved





Close on the Property





Contact Title Company





Schedule Termite & Survey





Obtain Loan Approval*





Rejection





Conditions





Secure Underwriting





Credit Report





Verifications





Appraisal





Complete the Mortgage Application*





Remove Contingencies





Inspections





Accept the Contract





Negotiate and Counteroffer





Earnest deposit money





Write an offer to Purchase





View Properties





Select Properties





Obtain Financial Pre-Qualification and Pre-Approval





Analyze Your Needs in a Consultation
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