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Will Represent You:
Home purchasers have several choices on how their real estate agent can represent them in the home buying process:

1.
Sub-Agency (The ‘Traditional’ Real Estate Transaction)


In Sub-Agency, a buying customer must understand that his or her agent is actually working for the seller and has a fiduciary or trust relationship with the seller.



However, the REALTOR® Code of Ethics of the NAR* requires real estates agents to treat all parties to the transaction honestly and to provide all material facts so that the buyer can make an informed decision.

2.
Buyer Agency


In Buyer Agency a real estate agent enters into a written agreement to represent the buyer. As the purchaser’s legal representative, a real estate agent is able to fully represent a buyer and may provide substantial advice and assistance far beyond that which a sub-agent can provide.

3.
Disclosed Dual Agency


A situation may occur where two different agents, both working for one company, represent

 

a buyer client as well as the sellers as a client in the same transaction This scenario gives rise to dual agency. State law prohibits real estate licensees from acting as dual agents without the consent of both parties.

Should I Buy A Home?
Yes! Based on current tax law, it makes strong financial sense to buy a home even if for tax purposes only. Current tax law offers major tax advantages for homeowners.

Real Estate Taxes and Mortgage Interest Deductions.
Property taxes remain fully deductible. In addition you can still deduct mortgage interest for the purchase of a first or second home if the mortgage loan does not exceed the home purchase price and the cost of any improvements. If your house has appreciated significantly since you bought it, you can deduct interest on the part of the loan that reflects the appreciation.

The largest part of your mortgage payments in the first few years after purchasing will go towards paying off the interest. The example below illustrates how the interest deduction works:

If you buy a $200,000 house with a down payment of $40,000 and take a $160,000 mortgage at 8% interest, your monthly mortgage payment will be $1,174. Of this amount, the interest payment represents approximately $1,067 of the total. Assume that in this situation, the annual real estate taxes are $2,400 and you are in a 35% tax bracket.

Some Tax Advantages On the Profits From the Sale of Your Home.
a) When you sell your home, you may exclude taxes on your profit. b) Joint returns can exclude up to $500,000 of gain on sale of principal residence ($250,000 exclusion for single filers). No more waiting until the seller is 55 years old. c) No requirement to roll over proceeds and reinvest. d) Homeowners may trade up or down on a tax-free basis (Effective May 7, 1997). e) Gains in excess of $500,000 ($250,000 for single filers) are taxable at the capital gains rate. f) Home must be used as principal residence for two of the preceding 5 years. g) A formula will be provided to give partial exclusion for those who don’t satisfy the 2-year requirement. h) Exclusion does not apply to vacation or 2nd homes. i) If home is used as principal residence and as rental property during period of ownership, depreciation taken after May 7, 1997 must be recognized on the sale.
Effect on Monthly Payments of 

Taxes and Mortgage Interest Deductions
Monthly Mortgage Payment
$ 1,174
P.I.

Monthly Real Estate Taxes
$200
T

Total Monthly Payment (Principal, Interest, and Taxes)
$1,374
PIT

Monthly Interest (First Month)
$1,067
Mo. Int.

Monthly Real Estate Taxes
$200
Tax

Total of Deductible Items
$1,267
Total Deductible

Value of Tax Deductions (35% of 1,267)*
$443
Savings

After Tax Cost of Monthly Payment of
$931
Net Cost

Principle, Interest & Taxes

*State and federal tax savings could exceed 35%, but that number is reasonable.
What Can I Afford?
Your Keller Williams Preferred Properties® Real Estate Consultant can pre-qualify you for a specific loan by: identifying the best-fit lender, have you submit your loan application and help you obtain preliminary loan approval—before you look at a single house. (You may choose, if you wish, to work with a mortgage loan officer recommended by your   Keller Williams Preferred Properties® R. E. Consultant)
If you would like to calculate the price range you can afford and will qualify for, you should factor four elements: the down payment, your income, your debts, and your credit history. In general, the standard guide lenders use is that the Principal, Interest, Taxes and Insurance (PITI) cannot be more than 28% of your gross monthly income and that your monthly debts cannot be more than 36% of your gross monthly income—whichever is less. (There are occasionally loans or loan products that allow higher ratios. See your Keller Williams Preferred Properties® R. E. Consultant for all options. He will inform you about many creative financing techniques.) Ensuring you have a good credit rating is another factor, which will contribute to your home purchasing power. You may improve your credit rating by paying credit cards, car loans and other debts before you proceed on your purchasing decision.

Here is an example of how the different factors contribute to your qualifications:
A family with no debt and a gross monthly income of $5,000 could qualify for a monthly payment from $1,400 to $1,500. If you select another type of loan, your monthly payment could change. VA (Veterans Association) and FHA (Federal Housing Association) financing options have more built-in flexibility and use different qualifying standards. Not all buyers are eligible, however, buy-down plans and adjustable rate mortgages allow you to have lower initial monthly payments. Balloon mortgages also allow you to have lower initial monthly payments, but the total amount of your loan is due in fewer than the typical 15 or 30 years— usually in 5 or 7 years. Some of these programs offer extension options.

The amount of money you have for a down payment and the type of financing you select will determine your monthly payments. If you increase your down payment, you will lower your monthly payments and you will be able to buy a more expensive property. If you select a financing package with a lower interest rate or with lower monthly payments in the first few years you will be able to lower your monthly payments and qualify for a home in a higher price range. (For the upwardly mobile, this may be a very attractive option. It allows you to buy more home now and experience appreciation from a higher basis, while matching payments to your income stream.)

There are so Many Types of Financing; Which Option is Right for Me?

Today, homebuyers have a significant array of financing options to choose from. For a solution tailor-made for you, consult your Keller Williams Preferred Properties® R. E. Consultant he will help you select the type of financing that best meets your needs.

It is helpful to understand that mortgages fall into two simple categories. Conventional Mortgages are loans provided by private lenders, commercial banks, savings and loans and mortgage companies. Government mortgage guarantee programs, like FHA or VA, back government mortgages.

The definitions below briefly describe each mortgage alternative.

1.
Adjustable Rate Mortgages (ARM) - These mortgages are long-term loans with a fluctuating interest rate based upon an index (such as U.S. Treasury bill auction rates). Interest rate adjustments may be made to monthly payments at pre-determined intervals during the life of the loan from every month to 5 years.  Typically there is a potential change every 12 months.

2.
Balloon Mortgages - This is a type of fixed rate loan. The balloon mortgage is designed especially for the buyers who anticipates selling or refinancing a house in a relatively short period of time, say within 5 or 7 years. The balloon mortgage is simply a very short-term fixed rate loan, usually with an option to extend the term. It offers a comparatively low fixed rate of interest during the initial term.

3.
Buy-Down Mortgage - This plan reduces the monthly payment in the early years of the loan by paying part of the buyer’s interest payments in a lump sum at settlement. The buyer or the seller can make the lump sum payment. In this way, the effective interest rate corresponding to the reduced payment will typically be 2-3% less than the actual note rate. This keeps monthly payments low and makes it easier to qualify for a loan. It also may enable you to buy a more expensive home.

4.
Fixed-Rate Mortgages - The fixed-rate mortgage is the most traditional form of home loan. It is the “no surprises” form of home loan, offering mortgage payments at a fixed rate of interest over the life of the loan, which is usually 30 years. 10, 15, and 20-year products are also offered. The fixed interest rate means that the principal and interest of your mortgage payment will never vary during the course of the loan.

5.
FHA Loans - These loans take their name from the Federal Housing Administration, which insures them. They are available through mortgage companies and lending institutions with several choices of down payments, mortgage amounts and monthly payments. You may select one of three loan options, a fixed rate loan with fixed payments, an adjustable rate mortgage with adjustable payments, or a buy-down. A mortgage insurance premium, like most insurance, is a charge paid at settlement for most loan types with renewal premiums added to each monthly payment.

6.
VA Loans -These fixed rate and buy-down loans are only available to qualified veterans. Some members of the Reserves and National Guard are now eligible—check with your Keller Williams Preferred Properties® Real Estate Consultant for details. The Veterans Administration guarantees a portion of these loans. As a practical matter, the maximum VA loan is 203,000, and may be available with no money down! Your Keller Williams Preferred Properties® Real Estate Consultant can tell you about the maximum VA loan available to you. The interest rate is no longer set by the VA and is now subject to market conditions like FHA and conventional loans.

Assumptions and Owner Financing.

7.
Assumptions - This financing option allows a buyer to take over existing home loan with the seller’s permission. Advantages to the buyer include a lower interest rate and lower monthly payments. The down payment becomes the difference between the existing mortgage and the home sale price. Some assumptions require lender approval; other assumptions are automatic, VA and FHA loans are assumable under certain conditions.

8.
Owner Financing - In many instances, the seller is able to take back or hold a first or second mortgage on the home, Most seller financing offers below-market interest rates and can be customized to the buyer’s financial needs. These loans may be structured as fully amortized loans or balloon mortgages which are not amortized and require the balance due to be paid in a pre-determined period of time (for instance 3, 5, or 10 years.)
Buyers should consult local laws on balloon or second mortgages (When the seller is holding a second trust, the first trust lender may have requirements regarding the second trust.)

The seller or an investor may also be able to offer the buyer a reduced-rate loan in exchange for a share of the appreciation when the home is resold. Advantages to the buyer include a low down payment and below-market interest rate.

Before proceeding further in this booklet, you may wish to review the financing chart below, and the chart on the next page, which depicts the entire home buying process and the steps you will be taking during the process.

The Financing Process
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The Home Buying Process
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Where do I Find The Perfect Home?

In your new home search the procedures may seem overwhelming at times. Answering the questions below will help you come closer to what you want in your ideal home.


Yes
No
Is the distance you have to commute very important?


Yes
No
Is what you want in a house more important than the distance you have to 




commute?


Yes 
No
Would you prefer to stay in your present neighborhood or school district?


Yes 
No
Are you looking for a yard with your home?


Yes 
No
Would you prefer a town home with minimal maintenance?


Yes 
No
Would you prefer an older home?


Yes 
No
Would you prefer new construction?


Yes 
No
Do you need to be near public transportation?

Your answers to these questions should help you focus on a general location. To select a specific neighbor-hood, rank the list below in order of importance;

1.  Absolutely Essential
2.  Would prefer, but could Compromise
3.  Not Essential


1
2
3
Neighborhood Shopping


1
2
3
Major Shopping Center


1
2
3
House of Worship


1
2
3
Children’s Schools


1
2
3
Public Transportation


1
2
3
Medical Facilities


1
2
3
Library


I
2
3
Movie Theaters


1
2
3
Restaurants


1
2
3
Children’s Recreation Facilities (playground, park, swimming, tennis)


1
2
3
Adult Recreation Facilities (golf; tennis, swimming, jogging, bike paths, health 





Clubs, gyms)

Before you start looking, listing your preferences for your next home will help you, and your Keller Williams Preferred Properties® Real Estate Consultant find exactly what you want. Take the test below to rank the importance of features you want and need in your new house.

1.  Absolutely Essential
2.  Would prefer, but could Compromise
3.  Not Essential


1
2
3
Two Bedrooms


1
2
3
Three Bedrooms


1
2
3
Four Bedrooms


1
2
3
More than Four Bedrooms


1
2
3
Eat-in Kitchen


1
2
3
Separate Dining Room


1
2
3
Family Room


1
2
3
Fireplace(s)


1
2
3
Energy-efficient features


1
2
3
Finished Basement


1
2
3
Garage or Off-Street Parking


1
2
3
Attic


1
2
3
Workshop Area


l
2
3
Deck or Patio


l
2
3
Particular type of heating system (gas, electric, oil, etc.)

Other


Calculating Monthly Payments

Based on Interest Rates
To estimate your monthly mortgage payments, use the table below. Find the current interest rate at the left. Then move to the column of the loan term you plan to use. Multiply the number (factor) in that column by the total amount of the mortgage (in $000). This will give you your monthly principal and interest payment. It does not include property taxes, insurance, or other charges.


Interest Rate
15 Years
30 Years
Interest Rate
15 Years
30 Years

6%
8.44
6.00
9%
10.14
8.05

6 1/8
8.51
6.08
9 1/8
10.22
8.14


6 1/4
8.57
6.16
9 1/4
10.29
8.23


6 3/8
3.64
6.24
9 3/8
10.29
8.23


6 1/2
8.71
6.32
9 1/2
10.44
8.41


6 5/8
8.78
6.40
9 5/8
10.52
8.50


6 3/4
8.85
6.49
9 3/4
10.59
8.59


6 7/8
8.92
6.57
9 7/8
10.67
8.68


7%
8.99
6.65
10
10.75
8.78

7 1/8
9.06
6.74
10 1/8
10.82
8.87


7 1/4
9.13
6.82
10 1/4
10.90
8.96


7 3/8
9.20
6.91
10 3/8
10.98
9.05


7 1/2
9.27
6.99
10 1/2
11.05
9.15


7 5/8
9.34
7.08
10 5/8
11.13
9.24


7 3/4
9.41
7.16
10 3/4
11.21
9.33


7 7/8
9.48
7.25
10 7/8
11.29
9.43


8%
9.56
7.34
11
11.37
9.53

8 1/8
9.63
7.43
11 1/8
11.45
9.62


8 1/4
9.70
7.51
11 1/4
11.53
9.72


8 3/8
9.77
7.60
11 3/8
11.61
9.81


8 1/2 
9.85
7.69
11 1/2
11.69
9.91


8 5/8
9.92
7.78
11 5/8
11.77
10.00


8 3/4
9.99
7.87
11 3/4
11.85
10.10


8 7/8
10.07
7.96
11 7/8
11.93
10.20

Example:


Interest rate


with a 30-year $100,000



Term


mortgage at 9 percent, your



Factor


monthly principal and interest



Loan Amount ($000)


payment on a $100,000 loan



Monthly Payment


would be $805. Try it yourself



At this point you’ve prepared an analysis of your financial situation and the type of area and neighborhood you prefer. Now you and your Keller Williams Preferred Properties® Real Estate Consultant can start looking for your new home.

When you visit homes, bring a note pad. Take notes and don’t hesitate to ask questions. This also assists your Keller Williams Preferred Properties® Real Estate Consultant in learning more about what you’re looking for. Below are some suggestions of what you should inspect on your home tours:

Exterior Paint
Storm Windows or Weather Stripping

Condition of Roof
Closets and Storage

Building Materials (siding, etc.)
Plumbing

Insulation
Water and Sewer or Septic Tank

Basement (is it dry?)
Appliances (are they included in the sale?)

Heating and Cooling Systems

I Have Found My Dream Home. Now What?

Congratulations! Now you should complete an Offer To Purchase for the home of your choice. The Offer To Purchase details the price and down payment you are offering. It appears complex but has been prepared by attorneys in conjunction with the Association of REALTORS®
Your Keller Williams Preferred Properties® Real Estate Consultant will be happy to answer any questions.
Several Features of the Offer To Purchase are:
Deposit: This is the earnest money deposit, which will be applied first toward you down payment and then your closing costs. This should be specified in the contract. Any overage will be refunded at settlement. The earnest money deposit amount will vary from .5% to 10%, based on the purchase price and location of your dream home.

Down Payment: The down payment is the “up-front” cash required to purchase your home. The amount of down payment required depends on the type of loan and the appraised value of the house. Conventional loans usually require at least 3 to 10% down. FHA and VA loans require less. Simply subtract the down payment from the total cost of the house to determine the amount you will need to borrow.

Financing Clause: This spells out the amount, duration, and interest rate of your loan of choice and your monthly mortgage amount.

Inclusions: This stipulates everything that is to be included in the sale that is not considered to be a ‘fixture’ Items such as the refrigerator, stove, washing machine, dryer, specific light fixtures, and draperies are included in this category. Always record your verbal agreements with the seller in writing here.

Settlement: You will calculate a settlement, or closing date that allows sufficient time for your loan to be approved and for the title search. You may select the Title Company or attorney of your choice for the settlement; specify this in the contract.

Review the Offer To Purchase carefully and ask your Keller Williams Preferred Properties® Real Estate Consultant for an explanation of anything you do not understand.
After you have completed and signed the offer, it will be presented to the seller. The seller might make a “counter offer” for the purchase price, settlement date or inclusions. Each change must be approved and initialed by both buyer and seller, and each receives a copy of the offer with appropriate revisions at every stage of negotiations. Once all counter-offers and changes are finalized, the offer becomes a Binding Contract of Sale and each party receives a copy. This is contract ratification. Contract ratification is the point from which all contingencies are timed.

The Contract is Signed and Executed. What’s My Next Move?

There are several things to accomplish during the period between signing the contract and going to settlement.

You may have already received preliminary loan approval with the assistance of your Keller Williams Preferred Properties® Real Estate Consultant. Now you should go ahead with finalizing your mortgage application. Of course, you may also select your loan yourself by engaging in some comparative shopping. At this point you may also choose to consider a mortgage loan officer recommended by your Keller Williams Preferred Properties® Real Estate Consultant as a source of your mortgage loan. They offer financing from many different investors and can discuss with you loans that would be suitable for your particular situation.

Before you meet with the mortgage loan officer, you should be prepared to provide all relevant financial information including:

•
Account numbers and balances from your bank, savings and charge accounts.

•
Loans with lending institution, address, loan number and balance.

•
All assets, including real estate (with complete mortgage and lease information) and personal


property.

•
W-2 forms for the last 2 years.

•
Last 2 month’s paycheck records

If you are self-employed, the mortgage loan officer will also ask to see your two most recent personal and corporate tax returns and a current profit/loss statement, if applicable.

Based on the above information, the mortgage company will prepare a credit package. Generally, this procedure takes an average of 30-60 days before you receive a final loan approval and commitment. Once your loan has been approved, you must procure a homeowner’s insurance policy.

The lender will arrange to have your selected home appraised to ensure that the value of the property is sufficient to lend you the amount of the loan stated in the contract. A property survey is required in advance of closing to confirm the integrity of the property lines and to ensure that there are no encroachments. It is provided to the lender with the title binder prior to closing and is paid for at settlement.

Just before settlement, you will make a final inspection or “Walk-through” of your home with your Keller Williams Preferred Properties® Real Estate Consultant. Test everything and note any problems. Your sales associate will apprise the seller’s sales associate of any problems. A few of the details you should check:

•
Does the furnace operate?

•
Is the air conditioning working?

•
Do all the burners and the oven work?

•
Is the plumbing (including faucets and toilets) in fully working order?

•
Do the dishwasher, disposal, refrigerator, washer and dryer operate?

•
Do all the lights work?
What Happens at Settlement, or Closing?

Settlement, or closing, is the final procedure before you, the homebuyer, take official possession of your home. At this meeting, the title to property is formally conveyed to you. The buyer, seller, real estate associates, and your title company representative or attorney will be present.

The title attorney’s role is to execute a complete title search to ensure that there are no liens or claims to the property. Lending institutions also require title insurance. Homeowner’s title insurance, which is optional for the homebuyer is recommended, as it will protect you against claims, which have not been properly recorded.

You will be required to bring several items to the settlement or closing, including a copy of a homeowner’s insurance policy (for fire, theft, and other contingencies) and a paid receipt representing one years coverage. In some cases the lender will require delivery of this and the termite documentation prior to settlement. You must also have a cashier’s or certified check for the balance of the down payment and closing costs. Your Keller Williams Preferred Properties® Real Estate Consultant will already have discussed with you what is required.
Although the lender will have provided you, the purchaser, with a Good Faith Estimate of Closing Costs as part of the loan application process, your title attorney will also calculate for you approximately what you owe before settlement. The following checklist includes some of the items in the closing costs. Some of them are tax-deductible, and certain of them may not be applicable in your situation.

Loan Origination Fee

Loan Discounts or Points
Title Examination

Appraisal Fee (due with mortgage application)
Title Insurance Binder

Credit Report (due with mortgage application)
Survey Fee

Underwriting & Document Preparation Fees
Termite Inspection Fee

Mortgage Insurance Fee
Tax Service Fee

Assumption Fee
Transfer Tax

Settlement or Closing Fee
Recordation Tax

Abstract or Title Search
Escrow for Taxes and Insurance

Congratulations! You have now officially purchased your new home!
Answers To Some Frequently Asked Financing Questions

Q. 
HOW LONG DOES IT TAKE TO PROCESS A MORTGAGE APPLICATION?
A.
Usually about 45 to 60 days, although it can take as few as 30 days and as long as 90 days for some transactions. The actual time depends on how quickly the lender can get an appraisal of the property, a credit report and verification of employment and bank accounts.

Q.
WHAT DOCUMENTS WILL I HAVE TO PROVIDE?
A.
Be prepared to provide verification of income (including a pay stub and recent tax returns), bank account numbers and details on your long-term debt (credit cards, auto loans, child support, etc.). If you’re self-employed you may also be required to provide financial statements for your business.


In recent years, lenders have been required to obtain more specific information from borrowers in order to package and sell loans to investors. If you were lending someone such a large amount of money, you’d want detailed financial information.

Q.
COULD ANYTHING DELAY APPROVAL OF MY LOAN?
A.
If you provide the lender with complete, accurate information, everything should go smoothly.


You may face a delay if the lender discovers credit problems—a history of late payments or nonpayment of debts, or a tax lien. You may then be required to submit additional written explanations or clarifications.


You should also be sure to notify your lender if your personal or financial status changes between the time you submit an application and the time it’s funded. If you change jobs, get an increase (or decrease) in salary, incur additional debt or change your marital status, let the lender know promptly.

Q.
WHAT DO THE CLOSING COSTS INCLUDE?
A.
Closing costs cover processing and administration of your loan. In addition to a loan fee, you’ll usually be asked to prepay interest charges, to cover the partial month in which you close, and impounds for property taxes, hazard insurance and mortgage insurance.

Q.
WHEN DO MY MORTGAGE PAYMENTS START?
A.
Usually about 30 days after closing. The actual date of your first payment will be included in your closing documents.

Q. WHAT IS INCLUDED IN MY HOUSE PAYMENT?
A.
Principal and interest on your loan. Depending on the terms of your loan, the payment also may include hazard insurance, mortgage insurance and property taxes.

Q.
CAN I PAY THOSE OTHER THINGS SEPARATELY?
A.
Not if it’s an FHA-insured or VA loan. With most other loans, you can pay your own taxes and insurance if you borrowed no more than 80 percent of the purchase price or appraised value of your home. Check with your lender to be sure.

More Questions? Call Keller Williams Preferred Properties

(240) 737-5007
Glossary of Terms
Adjustable Rate Mortgage (ARM): A mortgage with an interest rate that changes over time in line with movements in the index. ARMS are also referred to as AMLs (adjustable mortgage loans) or VRMs (variable rate mortgages).

Adjustment Period: The length between interest rate changes on an ARM. For example, a loan with an adjustment period of one year is called a one year ARM, which means the interest rate, can change once a year.

Amortization: Payment of debt in regular, periodic installments of principal and interest, as opposed to interest-only payments.

Amortization Schedule: A schedule showing each payment of a loan and breaking down the payment into the amount applied to principal and the amount applied to interest.

Annual Percentage Rate (APR): The total finance charge (interest, loan fees, points) expressed as a percentage of the loan amount.

Appraisal: Upon receiving your mortgage application, the mortgage company will order an appraisal (from an Appraiser) to determine the new home’s value. An Appraisal Fee is charged for this procedure.

Assessment: charges for future municipal or county improvements. (Sometimes charged at settlement.)

Assumption Fee: Lender’s charge for paper work involved in processing records for a new buyer assuming an existing loan.

Assumption of Mortgage: A buyer’s agreement to assume the liability under an existing note that is secured by a mortgage or deed of trust. The lender must approve the buyer in order to release the original

borrower (usually the seller) from liability.

Balloon Payment: When the final installment payment on a note is greater than the preceding installment payments and it pays the note in hill.

Binder: Sometimes known as an offer to purchase or an earnest money receipt. A binder is the acknowledgment of a deposit along with a brief written agreement to enter into a contract for the sale of real estate.

Cap: The limit on how much an interest rate or monthly payment can change, either at each adjustment or over the life of the mortgage.

 (1)
Change Cap—an Interest rate cap which limits the increase on the interest rate from one adjustment period to the next,

(2)
Life Cap—an interest rate cap which limit the potential increase over the life of the loan.

CC&R’s: Covenants, conditions and restrictions.  This is a document that controls the use, requirements and restrictions of a property.

Certificate or Reasonable Value (CRV): A document that establishes the maximum value and loan amount for a VA guaranteed mortgage.

Closing Statement: The financial disclosure statement that accounts for all the funds received and expected at the closing, including deposits for taxes, hazard insurance, and mortgage insurance.

Condominium: A form of real estate ownership where the owner receives title to a particular unit and has a proportionate interest in certain common areas. The unit itself is generally a separately owned space

whose interior surfaces (walls, floors and ceilings) serve as its boundaries.

Contingency: The dependence upon a stated event, which must occur before a contract is binding. For example: the sale of a house is contingent upon the buyer obtaining financing.

Cooperative Ownership: Also called a stock co-op. A structure of two or more units in which the right to occupy a unit is obtained by the purchase of stock in the corporation which owns the building. It may be difficult to obtain financing because there is not individual ownership of each unit. A forerunner of the condominium.

Conversion Clause: A provision in some ARMs that enables you to change an ARM to a fixed-rate loan, usually after the first adjustment period. The new fixed rate is generally set at the prevailing interest rate for fixed-rate mortgages. This conversion feature may cost extra.

CRB: Certified Residential Broker. To be certified, a broker must be a member of the National Association of Realtors®, have five years experience as a licensed broker and have completed required Residential Division courses.

Credit Report: Upon receiving your mortgage application, the mortgage company will order a credit report to determine your credit history and credit worthiness.

CRS: Certified Residential Specialist.

Down Payment: This is the amount of money you pay at settlement toward the purchase of your home. The difference between the down payment and the full price of the home is your mortgage loan amount. (The Earnest Money Deposit is included as part of the Down Payment.)

Due-On-Sale Clause: A clause that requires full payment of a mortgage or deed of trust when secured property changes ownership.

Earnest Money: The portion of the payment delivered to the seller or escrow agent by the purchaser with a written offer as evidence of good faith.

Escrow: A procedure in which a third party acts as a stakeholder for both the buyer and the seller, carrying out both parties’ instructions and assuming responsibility for handling all of the paperwork and distribution of hinds.

FHA Loan: A loan insured by the Federal Housing Administration (of the Department of Housing and Urban Development).

Federal National Mortgage Association (FNMA): Popularly known as Fannie Mae. A privately owned corporation created by Congress to support the secondary mortgage market. The FNMA purchases and sells residential mortgages insured by FHA or guaranteed by the VA, as well as conventional home mortgages.

Fee Simple: An estate in which the owner has unrestricted power to dispose of the property as he wishes, including leaving by will or inheritance. It is the greatest interest a person can have in real estate.

Finance Charge: The total cost a borrower must pay, directly or indirectly, to obtain credit according to Regulation Z.

Graduated Payment Mortgage: A residential mortgage with monthly payments that start at a low level and increase at a predetermined rate.

GRI: Graduate, Realtors Institute. A professional designation granted to a member of the National Association of Realtors® who has successfully completed courses covering Law, Finance, and Principles of Real Estate.

Hazard Insurance: This annual homeowner’s insurance policy must be paid; in addition, the lender usually requires that two months of the next year’s premium be deposited, in advance, in an escrow account.

Home Inspection Report: A qualified inspector’s report on a property’s overall condition. The report usually includes an evaluation of both the structure and mechanical Systems.

Home Warranty Insurance: Private Insurance insuring a buyer against defects (usually in plumbing, heating, and electrical) in the home purchased. The period of insurance varies and both new and resale homes may be insured.

Home Warranty Plan: Protection against failure of mechanical Systems within the property. Usually includes plumbing, electrical, heating systems, and installed appliances.

Index: A measure of interest rate changes used to determine changes in an ARM’s interest rate over the term of the loan.

Joint Tenancy: An equal undivided ownership of property by two or more persons. Upon the death of any owner, the survivors take the decedent’s interest in the property.
Lien: A legal hold or claim on property as security for a debt or charge.

Loan Commitment: A written promise to make a loan for a specified amount on specified terms.

Loan Origination Fee: A one-time set up fee charged by the lender.

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

Margin: The number of percentage points the lender adds to the index rate to calculate the ARM interest rate at each adjustment.

Mortgage Life Insurance: A type of term life insurance often bought by homebuyers. The coverage decreases as the mortgage balance declines. If the borrower dies while the policy is in force, the mortgage debt is automatically covered by insurance proceeds.

Negative Amortization: Negative amortization occurs when monthly payment fail to cover the interest cost. The interest that isn’t covered is added to the unpaid principal balance, which means that even after several payments you could owe more than you did at the beginning of the loan. Negative amortization can occur when an ARM has a payment cap that results in monthly payment that aren’t high enough to cover the interest.

Origination Fee: A fee or charge for work involved in evaluating, preparing, and submitting a proposed mortgage loan. The fee is limited to 1 percent for FHA and VA loans.

PITI: Principal, Interest, Taxes, and Insurance.

Planned Unit Development (PUD): A zoning designation for property developed at the same or slightly greater overall density than conventional development, sometimes with improvements clustered between open, common areas. Uses may be residential, commercial, or industrial.

Point: An amount equal to 1 percent principal amount of the investment or note. The lender assesses loan discount points at closing to increase the yield on the mortgage to a position competitive with other types of investments

Prepayment Penalty: A fee charged to a borrower who pays a loan before it is due. Not allowed for FHA or VA loans.

Private Mortgage Insurance (PMI): Insurance written by a private company protecting the lender against loss if the borrower defaults on the mortgage.

Purchase Agreement: A written document in which the purchaser agrees to buy certain real estate and the seller agrees to sell under stated terms and conditions, also called a sales contract, earnest money contract, or agreement the sale.

Realtor®: A real estate broker or associate active in a local real estate board affiliated with the National Association of Realtors®.

Regulation Z: The set of rules governing consumer lending issued by the Federal Reserve Board of governors in accordance with the Consumer Protection Act.

Tenancy in Common: A type of joint ownership of property by two or more persons with no right of survivorship.

Title Insurance: Insurance against loss resulting from defects of title to a specifically described parcel of real property. Defects may run to the fee (chain or title) or to encumbrances.

Title Insurance Policy: A policy that protects the purchaser, mortgagee or other party against losses

Veterans Administration Loans (VA): Housing loans to veterans by mortgage bankers or other lenders, which are insured by the Veteran’s Administration enabling veterans to buy a residence with little or no

money down. (Note: mortgage bankers make the vast majority of VA loans.)

Moving Hints

This is a list of things you will need to do once you have a ratified contract and before the settlement:

Address Change: (Give change of address to)
•
Post office
•
Auto registration


•
Charge accounts
•
Subscriptions

•
Drivers license
•
Relatives and friends

Insurance

Notify your company of new location; life, auto, health, fire.

Bank

Arrange for check cashing in new city/town; transfer accounts.

Utility Companies

Get refunds of deposits. Arrange for disconnections: gas, water, telephone, electric, etc.

Medical, Dental Prescription Histories
•
Ask for referrals, transfer prescriptions, eyeglasses, x-rays, etc.

•
Obtain medical records from health care professionals.

Church, Civic Organizations
•
Transfer memberships, get introductory letters.

Schools
•
Arrange for copies of school records.

Pets
•
Get information on tags, licenses, etc.

Things to remember

•
Clean out freezer, plan food use.

•
Defrost freezer; use charcoal to absorb odor.

•
Service appliances for moving.

•
Make arrangements for TV and antenna.

•
Clean clothing and rugs; have them moving wrapped.

•
Plan your moving counselor-insurance coverage, packing and unpacking labor, arrival day, shipping papers, time and method of expected payment.

•
Plan for special care of children.

Moving Day:

•
Clearly mark boxes you will need immediately.

•
Carry ample cash or traveler’s checks to cover expenses until a new account is set up.

•
Transport jewelry, documents and other valuables yourself or use registered mail.

•
Plan for pets travel and arrival to new area.

•
Alert close friend or relative of the route and schedule you will travel for emergency reasons.

•
Re-check closets, drawers, etc. to make sure they are empty.

•
Arrange for medical services.

This is your personal checklist to use for recording details about homes you see with your Keller Williams Preferred Properties® agent. Be sure to write down what you like most and least about every home.
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