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1 - Overview of the Home Buying Process
The Mustang Realty Team goal is to understand your home buying needs,
provide professional home purchasing guidance, and be good partners in your home search. This
document package covers the major factors in purchasing a home:
▪

Information About Brokerage Services

▪

Looking for a Home

▪

How to get Pre-Approved for a Mortgage

▪

Homeowner’s Insurance

▪

New Home Warranties and Residential Service Contracts

▪

The Buyer’s Representation Agreement
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Find a Real Estate
Consultant

Step One…you’ve found Mustang Realty Team who is easy
to work with, trustworthy, and professional. We suggest
signing a Buyer’s Representation Agreement to guarantee
your interests are protected throughout the entire process of
buying your home.

Begin
Loan
Approval Process

Step Two…meet with a lender or mortgage broker to
determine how much house you can afford. Pre-approval for
the loan amount will save time in the home search, and
improve your negotiating position with home sellers.

Look for Your
Perfect Home

Step Three… Mustang Realty Team will search using your
preferences of location, size, features, and anything you
require. Our goal is to locate your dream home in the first 8
to 12 houses we show you.

Make an Offer

Step Four…when you find your dream home, you should
present a competitive offer immediately. Mustang Realty
Team will represent you during contract negotiations to
ensure the terms are in your best interest. The process may
include counter offers but we’ll be working for you through
the entire process.

Sign the Contract

Step Five…the seller accepts your offer and you go “under
contract.” Mustang Realty Team will ensure your home
closes properly and on time. At this time you’ll provide an
“earnest money” check to show the seller your serious
intent.

Inspections,
Repairs,
Insurance, etc.

Step Six… Mustang Realty Team will help arrange
inspections to ensure the property is perfect for you.
Contract details such as repairs are negotiated, you’ll need to
arrange insurance for your new home, and title insurance
company will provide a Commitment for Title Insurance for
you to review.

Go to Closing

Step Seven… Mustang Realty Team will take every step to
assure a smooth closing of your new home. Possession of
your home will occur when your lender releases funds to the
seller. Once this is complete, the next step you will take will
be over the threshold of your new home!
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Diagram of the home buying and selling process. We’d like to mention that in order for you to move into
your home, a lot of coordination and cooperation will happen between you, the seller and the agents. We
stress a win-win approach to making offers and negotiating so that all parties work together in a positive
atmosphere. A successful Real Estate transaction is a team effort!
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2 - Information About Brokerage Services
Brokerage Relationships In Texas
4
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In Texas, Real Estate brokers and their agents are required to disclose the type of working relationship they have
with the principals in a real estate transaction. There are several types of relationships that are available to you. You
should understand these at the time a broker provides specific assistance to you in buying real estate
Buyer’s Agent Responsibilities
A Buyer’s Agent acts solely on behalf of the buyer and owes duties to the buyer that include the utmost good faith,
loyalty, and fidelity. The agent will negotiate on behalf of, and act as an advocate for, the buyer. The buyer is legally
responsible for the actions of the agent when that agent is acting within the scope of the agency. The agent must
disclose to sellers all adverse material facts concerning the buyer’s financial ability to perform the terms of the
transaction and whether the buyer intends to occupy the property.
Seller’s Agent Responsibilities
A Seller’s Agent acts solely on behalf of the seller and owes duties to the seller that include the utmost good faith,
loyalty, and fidelity. The agent will negotiate on behalf of, and act as an advocate for; the seller. The seller is legally
responsible for the actions of the agent when that agent is acting within the scope of the agency. The agent must
disclose to buyers or tenants all adverse material facts about the property known by the broker.
Intermediary or Dual Agency Responsibilities
An Intermediary (or Dual) Agent represents both the buyer and seller in the transaction. The agent cannot negotiate
on behalf of either party. Their role is limited to passing information and documents between the parties. No advice
or opinions may be offered to either party. The agent must obtain agreement from both parties in writing before
entering into an intermediary role. Your interests are not represented in this type of agency agreement.
The Information About Brokerage Services form is the official Texas Real Estate Commission (TREC) document
describing the various forms of agency available to you. We can answer any questions you might have about agency
at our meeting.
KELLER WILLIAMS REALTY

is one of the fastest growing real estate companies in the United States and was
founded in 1983 in Austin as a traditional real estate brokerage by Gary W. Keller and Joe F. Williams.
▪

Keller Williams is recognized by “The Austin Business Journal” as Austin’s # 1 Real Estate Company.
We have seven offices and over 1500 associates serving Austin and surrounding communities.

▪

Since our associates live in the communities we serve, they can readily meet the unique challenges and
problems families encounter in selecting their new homes. Drawing on their extensive knowledge of
schools, recreational facilities, shopping requirements and transportation, our associates are able to better
satisfy the special family housing needs of their clients.

VALUES: At Keller Williams, we proudly refer to our values and belief system as: “WI4C 2TS”
Win – Win – Or no deal.
Integrity – Do the right thing.
Commitment – In all things.
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Communication – Seek first to understand.
Creativity – Ideals before results.
Customers – Always come first.
Teamwork – Together everyone achieves more.
Trust – Begins with honesty.
Success – Results through people
KELLER WILLIAMS REALTY attracts dedicated, caring people - and because of us you can feel confident that
your real estate needs will be handled in a most trustworthy, professional and efficient manner. Mustang Realty
Team has access to all the resources of the Keller Williams Realty to assist from locating to closing your new home.
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3 - Looking for Homes
This is where the fun begins! Based on the information from you on the requirements, preferences, and wishes,

we’ll put together a list of candidate homes for you to tour. In addition, you may want to find your own candidates
on the Internet using the Mustang Realty Team website or by other means such as Open Houses. We can suggest
the best sites to visit and search techniques but will communicate any that meet your criteria during our daily review
of real estate offerings.
On the days when we tour homes together, we’ll need to pre-plan the visits to allow the owners enough time to tidy
up and leave the premises. You’ll spend most of a morning or afternoon looking at five to six houses. Any more
than that and they’ll all start to blend together. Plan on looking at between 10 and 15 houses total - anything more
indicates your priorities have changed and we’ll need to revisit your home search criteria.
When we tour a property, you should focus on whether or not the house fits your needs and if it says “home” to
you. We will not try to “sell” you the house. Homes sell themselves, so we don’t need to. Our job is to protect your
interests by doing our best to ensure the home will not be a problem for you later on. We’ll be looking for potential
problems, reviewing the Seller’s Disclosure Form, and assessing the overall condition of the property.
Once you find your dream home we’ll help you write an offer. Otherwise, we’ll need to ask you what you liked and
disliked about each house so we can adjust our candidates appropriately. Based on your impressions, we may skip
some houses completely; then it’s on to the next prospect. Our goal is to locate your dream home at the best value.
For now, here are some tips for deciding what you’re looking for in that special property:

Neighborhood Factors to Consider
It is important that you scout the neighborhood in person. You will live in more than your house. Talk to
people who live there. Drive through the area at different times of the day - morning, afternoon, evening,
and late at night, as well as going 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.
Look for factors 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 details such as soil and
water. Look at traffic patterns around the area during different times of the day and
drive from the area to work. Is the neighborhood near parks, churches, recreation
centers, shopping, theaters, restaurants, public transportation, schools, etc.? Does
the neighborhood have a Home Owner’s Association?

Don’t Get Swept Away When Shopping
When touring homes you will find that there are many beautiful homes on the market. There are several things you
should be aware of while looking at homes:
It is easy to become excited about features found in homes outside of your price range. Before you get your heart
set on that big, tree-shaded colonial on the hill, you need to understand your financial situation.
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Know yourself and your abilities. A house that ‘needs a little work’ might be the ideal for someone who is
experienced at repairs and enjoys the process. However, if you are working full time and want to enjoy the superb
lifestyle that Austin has to offer, a fixer-upper could turn into a time and money sink. The same applies to
landscaping, pools, etc.
Quite often, what you think is important may change as you tour the homes in your desired price range and
neighborhood. If this happens (and it often does), please talk with us and let us know if your priorities or
requirements are changing. There is nothing more frustrating than looking at houses that no longer fit your needs.
As you tour homes, take notes on the details of the home to make sure the home meets your requirements, plus
make notes on the home flyers or MLS printouts we provide to refer to when comparing homes. The extras should
only come into play when you need to make your final decision between homes that meet your requirements.

4 - Pre-Approval for a Loan
Prior to looking at homes you will want to meet with a lender or mortgage broker to obtain pre-approval for your
loan. This helps you in several ways. First, you won’t waste time looking at houses outside your price range. Also, the
lender can explain any special programs you may qualify for such as reduced rates or down payment assistance.
Finally, a seller will take your offer more seriously if they know you’ve already been through the pre-approval
process.

How Much Home Can I Afford?
Before you begin looking for your home, you will need to prepare the
necessary documents to present to your lender. There are three factors
to consider when determining how much home you can afford. These
are 1) the down payment, 2) your ability to qualify for a mortgage, and 3)
the closing costs associated with your transaction.
Down Payment Considerations:
Many loans only require a down payment of 3.0% to 5.0%, depending on the type and terms of the loan. On the
other hand, if you are able to make a 20% to 25% down payment, you may be able to take advantage of special fasttrack programs or avoid paying mortgage insurance.
A larger down payment means smaller monthly payments and lower interest expense over time. If you can put your
available funds to work for you earning more than the interest rate on your loan, you could be dollars ahead with a
smaller down payment. Also, a smaller down payment may allow you to keep your extra cash liquid and available
for an emergency.
Qualifying for a Mortgage:
Most lenders require that your monthly payment range between 25-28% of your gross monthly income. Your
mortgage payment to the lender includes four items…the PITI (amortized principle (P), interest (I), property taxes
(T), and homeowner’s insurance (I)). When you buy a home all interest is tax deductible, so you will qualify for a
major tax advantage that will effectively increase your take-home pay. Your total monthly PITI and all debts (from
car loans to revolving charge accounts) should range between 33-38% of your gross monthly income. This is a
general rule of thumb, but other key factors specifically determine your eligibility for a home loan.
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INCOME: History of employment, stability of income, potential for future earning, education, vocational training
and background, and any secondary income such as bonuses, commissions, child support, etc.
CREDIT REPORT: History of debt repayment, total outstanding debt and total available credit. If you have
concerns about your credit report, consider contacting one of the major credit bureaus for a copy of your file:
Experian (www.experian.com), TransUnion (www.transunion.com), or Equifax (www.equifax.com). The cost is
around $12.95 per report.
ASSETS: Cash on hand, other liquid assets such as savings, checking, CDs, stocks, etc.
PROPERTY: The home you are buying must be appraised to determine that it has adequate value and is
marketable to ensure it will secure the loan.
Closing Costs:
In addition to the down payment, you will be required to pay fees for loan processing and other closing costs. These
fees must be paid in full at the time of the final settlement, unless you are able to include these in your financing.
Typically, the total closing costs will range between 2-5% of your mortgage loan. You should receive a “Loan
Estimate” and “Closing Disclosure Form” from your lender that will give you a good estimate of what your closing
costs should be.

Note: The Loan Estimate Form and Closing Disclosure Form are ESTIMATES. Your
final closing costs will be somewhat different due to changes in interest rates, your financial
situation, etc.

Estimating Your Monthly Payment (PITI)
Your monthly payment is the sum of four items – the principle on the loan (P), the interest on the loan (I), property
taxes (T), and homeowner’s insurance (I). To estimate the monthly payment on a 30-year fixed rate loan, use the
table below to determine the principal and interest part of the payment. Simply divide the loan amount by 1,000 and
then multiply that figure by the appropriate interest rate factor from the table below. Add to that 1/12th of the
amount of your yearly taxes and 1/12th the amount of your yearly insurance.

PRINCIPAL AND INTEREST (PI) FACTORS
If your interest rate is:
The PI factor is:
6.00
……………………………………… 6.00
6.50
……………………………………… 6.32
7.00
……………………………………… 6.65
7.50
……………………………………… 6.99
8.00
……………………………………… 7.34
8.50
……………………………………… 7.69
9.00
……………………………………… 8.05
9.50
……………………………………… 8.41
9
10.00 ………………………………………
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If your mortgage loan amount is $150,000 and the interest rate is 8%, your monthly “PI” would be:
1. Mortgage divided by 1000: $150,000/1000 = 150
2. Result times PI factor, in this case, for 8.00% the factor is 7.34: 150 x 7.34 = $1101.00 per month.
Then add your monthly insurance premium and property tax to your principal and interest - this is your monthly
payment. Your mortgage lender will require Hazard Insurance coverage on your home for at least the amount of
the mortgage loan. You’ll want insurance to repair/replace any serious damage to your home which is usually you’re
largest investment.
Property Taxes:
All property owners must pay general real estate taxes. These taxes are called “ad valorem” taxes because the
amount of the taxes varies, according to the value of your property. General real estate tax is levied for the
operations of various governmental agencies and municipalities. Other taxing bodies may include school districts,
drainage, water, sanitary, and recreation districts.
Each agency or municipality determines how much money is needed for the budget. They obtain these funds
through mills levied against properties in their counties. The state limits how much the mill levy can increase each
year without voter approval. Each mill is equal to one-thousandth of one dollar ($.001) of assessed value, or $1 for
every $1,000 of assessed value.
Properties are valued or assessed by the county assessor. The land and buildings are usually assessed separately. If
an owner feels the assessed value of their property is incorrect, they can present their objection through the local
taxing authority on an annual basis.
One way to reduce your property tax bill is to apply for a Homestead Exemption. This effectively reduces the
assessed value of your home, and should be applied for between January 1st and April 30th. There is one catch,
though - you must own your home on January 1st to apply for an exemption. Otherwise you’ll have to wait until the
following January to apply.

5 - Homeowner’s Insurance
There are many companies offering homeowner’s insurance in Texas. While there are several factors to consider
when choosing insurers, here are some suggestions to help you choose a provider and policy that meets your needs:

Where can I get Homeowner’s Insurance Information?
Comparison Shop the Providers with the Texas Department of Insurance (TDI)
The TDI website at: www.tdi.state.tx.us/apps/perlroot/u_cp_homerate/rghome.html lists many licensed insurance
companies by county, compares premiums and financial soundness ratings, and provides each company’s complaint
index and contact information.
Know What Coverage You Are Buying
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Some companies are selling a modified version of the HO-B policy, and some are selling the original version. The
modified version limits coverage for mold and water damage, but allows you to add additional coverage in
increments at additional cost. Other companies have discontinued the HO-B policy and are only offering HO-A
instead. The HO-A coverage might be considerably less, depending on the plan. For a list of companies selling HOB policies, look at: www.tdi.state.tx.us/company/pccphob.html.
Research the Available Discounts
Many companies offer discounts for deadbolt locks, hail resistant roofs, burglar alarms or sprinkler systems. Ask
about other discounts - otherwise you won’t know whether or not you might qualify.
As a final note, call the Texas Department of Insurance at 800-252-3439 to be sure the insurance company you’re
considering is licensed in the state. Otherwise your property may not be protected.

6 - Warranties and Service Contracts
New Home Warranties

HOME
WARRANTY

When you purchase a newly built home, the builder usually offers
some type of full or limited warranty on things such as the quality of
design, materials, workmanship and habitability. These warranties are
typically 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 or asks you to waive a warranty, you might want to consult with your
attorney first, or consider looking elsewhere. No property should be purchased without some form of warranty
protection.
Residential Service Contracts
When you purchase an existing home, you may buy a Residential Service Contract (RSC) that will protect you
against most ordinary breakdowns for at least the first year of occupancy. Sometimes, the RSC may be offered by
the Seller as part of their overall package, or by Realtors who have access to programs that will ensure the buyer
against defects in the home. Even with an RSC, you should have the home carefully inspected before you purchase
it. A home RSC program will give you peace of mind, knowing that the major components in your home will be
repaired if necessary.

7 - Advantages of Buyer’s Representation
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Do You Need a Realtor to Buy a Home?
As Real Estate Agents, we bring a wealth of knowledge and experience to
the process of buying a home. Real Estate Agents are not just sales agents,
we are also experienced negotiators, and provide insight into local
neighborhoods. We are members of the National Association of Realtors
(NAR) and must abide by a Code of Ethics and Standards of Practice
enforced by the NAR.
Mustang Realty Team is your best resource when buying a home.
▪

We know the housing market and can help you find the right property in the shortest amount of time.

▪

We can help you with any house even if it is listed by another broker, a new home, or is for sale by the
owner.

▪

We work with the best lenders in the area; they can help you get pre-approved for a mortgage, plus discuss
down payments, closing costs, and monthly payment options.

▪

We are an excellent source for general information about the community, specific information about
schools, shopping, transportation, plus advice on house inspections and pricing.

▪

We are experienced at presenting your offer to the homeowner and can help you through the process of
negotiating the best deal. We bring objectivity to the buying transaction, and can point out advantages and
disadvantages of a particular property.

Should I use an Agent to purchase a new home?

The builder has a professional representative watching out for their interests, and you should have the same expert
representation.
The advantages of having us help you purchase a new home are the same as those for a resale home - knowledge of
the market, help in finding the perfect home quickly, expertise in contract writing/negotiation, and closing
assistance. Buying a new home is a little more difficult and time-consuming than buying a resale. We can guide you
through this process. We have experience working with builders and have access to a database of information about
subdivisions, floor plans, etc. We are also familiar with new home warranties and builders purchase contracts.
It is also important that your interests be professionally represented when you are entering into a contract for a semicustom or build-to-suit home. These transactions are complex and the contract details must be exact in order to
protect you and to ensure you get exactly the home you want!
Is there any financial reason not to use an Agent to purchase a new home?

No. There is no financial advantage for you to buy directly from the builder. Builders have a “single-price” policy,
meaning you will be charged the same price whether you are represented by an Agent or not. However, just as in
resale purchases, the Seller pays your Agent’s fee.
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Note: Some Builders require that your Agent accompany you on your first visit
to the Builder’s sales office, or they will not work with your Agent, or pay their
fee.

G E O R G E

K A R V E L :

R E A L

E S T A T E

A G E N T S
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W O R T H

T H E

C O S T

From the Austin American-Statesman - November 1, 2002
Dear George: What does a real estate agent do that a good informed consumer can't do for himself? I feel
with some research, I can bypass them and save the commission. Should I reconsider? -- J. Carmon,
Bloomington, Calif.
Dear J.: Everything you want to know about anything is on the Internet or in the library. With self-study a
person can be his or her own lawyer, dentist, tax accountant or real estate agent. Nationally, 13 percent of
residential real estate sales were sold by owners (FSBOs, or for sale by owner). Most people use agents
because of their knowledge regarding a complex legal and financial transaction. The benefits licensed agents
bring to the home selling process include:
1. Pricing. Sellers lack market knowledge. What information they have obtained regarding the value of their
home may be erroneous. They are at great risk of selling their property for too little or overpricing and not
selling their home at all.
2. Qualifying buyers. Some people's weekend entertainment is looking at homes they are not financially
qualified to buy. Agents interview and eliminate lookers who are not financially qualified buyers.
3. Negotiating. Sellers rarely have the objectivity and skill to elicit and identify the buyer's objections to
buying. Selling a home is more than just setting the price.
4. Legal. Real estate agents are not attorneys. They are, however, licensed and trained to draft purchase
agreements and ensure that all appropriate disclosures are made.
5. Problems. Real estate agents earn their commission only when the sale is closed. Consequently they pay
close attention to ensuring that problems with title, documentation and financing or any other issues are
resolved in a timely manner.
Most people who write me have created a mess that could have been avoided if they used an attorney and a
real estate agent when buying or selling their property. Professional services are costly but cheaper than
resolving problems after the closing. By the way, most FSBOs after one experience representing themselves
vow never to do it again.
GEORGE KARVEL teaches real estate classes at the University of St. Thomas, St. Paul, Minn. E-mail
questions to: gkarvel@aol.com. Please include name, city and state.
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The Advantages of Having a Buyer’s
Representation Agreement
What is a Buyer’s Representation Agreement?
A Buyer’s Representation Agreement is a contract between a Buyer and a
Broker that spells out the services the Broker will provide to the Buyer, and the commission the Broker will be paid
for those services. When you sign the agreement, you are agreeing to hire a personal representative (Agent) who, by
law, must represent your interests to the best of their ability. This legal obligation on the part of the Agent is called a
“fiduciary responsibility.” It is the same relationship that a lawyer, banker or accountant has toward their clients. In
exchange, you agree to work with the Broker/Agent exclusively. This protects everyone in the relationship.
This personal service is available at no out of pocket cost to you. The Seller is responsible for paying the Buyer’s
Agent’s fee. You get a full-time professional devoted to protecting your interests and to helping you make one of
the most important investment decisions of your life.

The KELLER WILLIAMS “Easy Exit” Buyer’s Program
You may have concerns about signing an agreement
with a real estate broker where the relationship is not
built on a solid foundation, and you could be locked
into a lengthy buying process where you’re not satisfied, or can’t find the right home.

The good news is you aren’t locked in…

The concept of “Easy Exit” has been designed to eliminate any concerns you might have in signing the Buyer’s
Representation Agreement. When you employ the services of a Keller Williams agent, you can exit at any time you
feel that we are not representing your best interests in keeping with our fiduciary responsibility. It is our intent to
eliminate any concerns that our clients have with the home buying process.
If at any time you feel that we are not representing your best interests, please call us immediately. If we (or our Team
Leader) cannot resolve the issue to your satisfaction, you can end the agreement by filling out the Termination of
Buyer’s Representation Agreement form and then simply fax, mail or drop it by the Keller Williams office. 24 hours
later the agreement will be cancelled. (Please note this program is not intended to circumvent any professional fees
that have been earned up to that point).
Our focus is to make the purchase of your property a smooth process all the way through to closing. We understand
that our job is to provide exceptional customer service in support of our common goal - the successful purchase of
your next home!

8 - Making Offers and Negotiating
With the exception of the Closing, nothing is more emotionally charged than making an offer on a house and
negotiating to contract. The seller is understandably proud of their home and expects top dollar for it. As the
buyer, you have found your dream home and would like to pay as little as possible for it. This is where making good
offers and being willing to negotiate pays off for both sides.
14
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The Offer
Your first offer should reflect all your needs with regard to closing date, move-in, financing, repairs, etc. along with
the price you’d like to pay. Always remember that the seller may accept your first offer as-is, at which point it
becomes a binding contract (see Appendix B). Always allow sufficient time to write-up a complete and correct
offer, even if you suspect there are other bidders.
In addition to documenting your needs, the offer has several items that must be correctly specified or the seller
might be able to void the contract and sell your home to another buyer. To prevent this, we use contract checklists
to avoid creating loopholes or problems later on. We are serious about getting you the home you want at the price
you need.
Prior to making an offer it is critical to review the Seller’s Disclosure Form (see Appendix B) and ask questions
about any pre-existing conditions the Seller has noted. By law, the Seller must disclose any defects or issues with the
property, and you are responsible for acting on that information before purchasing the property. Often, correcting
these issues becomes part of the offer.
Finally, for a small fee you may specify an “Option Period” of between 5 and 15 days during which you may cancel
the contract for any reason. This allows your inspector to look at the property and discover any problems that might
cause you to change your mind. We highly recommend obtaining an option period on any property you consider
purchasing.

Negotiation
If the seller objects to any of the conditions in the offer, they may either reject the offer outright, or make a counteroffer. Good offers reduce the chances of rejection and increase the odds of obtaining your home. If the seller
counter-offers you will have the same options of acceptance, rejection or countering. This may go on for several
rounds until both parties are satisfied. Below are some of the conditions that are typically negotiated:
Price - based on a Comparative Market Analysis (CMA) that we provide, you should know what the fair market
value of the property is, and decide on your offering price accordingly. Depending on how badly you want the
property, you may make an offer over, under, or at market value. We can also advise you on the best approach for
the current market conditions.
Terms - there are situations where the seller may agree to pay some part of the buyer’s closing costs, or contribute to
the down payment. In addition there are many programs for first time home buyers which can help with making the
down payment or closing costs. There are also negotiations with regard to who pays for the survey, etc.
Inclusions - if there are window treatments, etc. that you would like conveyed with the property we can help you
decide what the add-ons are worth and adjust your offer accordingly.
Possession - many times one party needs extra time to arrange a move or for a new home to be completed. We can
negotiate a lease-back or other arrangement to meet both parties’ needs.
Contingencies - quite often a buyer must sell their existing home before purchasing a new one, or can only afford a
certain monthly payment. We can help structure the offer so that you won’t be stuck with two mortgages, or help
you fill out a Third Party Financing Addendum (see Appendix B).
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9 - You Have a Contract!
During the option period it is critical to have the property inspected and to carefully review the Inspection
Report (see Appendix B). The option period is the only time you may back out of the contract without losing your
earnest money or incurring other penalties. If you allow the option period to expire without canceling the contract
(see Appendix B), you have purchased the property “as-is”! This is also the best time to check with your insurance
agent to find out if you can insure the property at a reasonable cost.

How to Choose a Good Inspection Company
Is an Inspection Necessary?
You have the right to request an inspection of any property you are
thinking of purchasing, by a professional inspector of your choice. You
should always exercise your right to have the property inspected. Many
of the critical and expensive systems such as mechanical, electrical,
structural, and plumbing are not visible to the untrained eye. If repairs are
needed, we can help you amend the contract to include them.

Are Inspectors Licensed?
Since an increasing number of buyers are requesting property inspections, there has been a rapid increase in the
number of people entering the inspection field. Fortunately, the State of Texas does require testing and licensing of
inspectors.

Continuing Education is Important for Inspectors
A competent home inspector is familiar with the latest construction materials, home building techniques, and
professional equipment. Consumers should research whether prospective home inspectors actively monitor the
changes in construction and real estate in order to keep their business practices current and professional. Members
must meet annual continuing education requirements for this purpose.

What Does an Inspection Entail?
An inspection consists of physically walking through the home (preferably with the buyer and their agent present),
followed up by a written report detailing the findings. They report on the general condition of the home’s electrical,
heating, and air systems, interior plumbing, roof, visible insulation, walls, ceilings, floors, windows, doors,
foundation, and visible structure. The inspection is not designed to criticize every minor problem or defect in the
home. No home is perfect. It is intended to report on major damage or serious problems that require repair for the
well being of the home, or that might require significant expense

An Informed Buyer is Important
The primary purpose of the inspection is to help the buyer make an informed purchasing decision. The inspector
should allow and even encourage the buyer to attend the home inspection. A good home inspector knows how the
home’s many systems and components work together and how to minimize the damaging effects of sun and water.
The buyer’s attendance of the inspection provides them with an overall idea of possible future repair costs and
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maintenance routines. This is valuable information which could decrease ownership costs and increase the future
selling price of the home.

Time and Fee Guidelines for the Inspection
The time necessary to properly inspect a home, as well as the fee charged by an inspector, varies according to market
location, the size and age of the home, and the individual inspection company. However, you can expect that it will
take an average of two to three hours to competently inspect a typical one-family, three-bedroom home, with an
average cost of $300 to $500.

10 - Between Contract and Closing
Obtaining Title Insurance or a Title Abstract
There are two kinds of title insurance required for most home purchases. A Lender’s or Mortgagee’s title insurance
policy protects the lending institution. Lenders require this type of insurance and require the borrower to pay for it.
However, the borrower is not covered by this policy. An Owner’s policy is necessary to protect you against loss.
Your Title Company will provide a Title Commitment (see Appendix B) for the appropriate policy prior to
closing, and you will be billed for it as part of the settlement costs.
In some cases a buyer may prefer having a Title Abstract performed and the results certified by an attorney. A Title
Abstract is a listing of all title claims leading up the current title held by the seller. The attorney reviews the abstract
and offers an opinion on the validity of the title chain. This meets the legal requirements for purchasing a home, but
offers no financial protection to the buyer versus a title insurance policy.

The Property Survey
Before the lender and title company will proceed to closing they will order a survey of the property to ensure there
are no encroachments from other properties. In some cases the existing survey may be used, but only if the property
was purchased recently and the seller certifies that no changes or improvements have been made to the property.

The Property Appraisal
The lender will request an appraisal as part of the loan process to ensure that the market value of the property is high
enough to cover the loan amount. The appraiser will take into account the recent selling price of other similar homes
in the neighborhood, along with any homes for sale and the overall condition of the property.

Transferal of Services Into Your Name
▪

Electric and Water

▪

Telephone

▪

Cable/Satellite Television

▪

Trash

▪

Gas
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Cancel Existing Home Services
▪

Newspaper, cleaning service, lawn service, etc.

Send Out Change of Address Notices
Complete your Change of Address notices and mail them. Keep in mind that the post office will forward your mail
for 30 days but they do expect that you are sending notices to everyone who sends you mail.
▪

Post Office

▪

Friends and relatives

▪

Professional organizations of which you are a member

▪

Clubs, social or civic organizations with mailings

▪

Charge accounts, insurance carriers, and creditors

▪

Magazine and mail order subscriptions

▪

Driver’s bureau to receive tag notices

▪

Voter Registration officials

Don’t Forget Your Furry Friends!
Don’t transport your pets much farther than they’ve safely traveled in the past without consulting your veterinarian.
To transport animals by air, you need an airline-approved animal carrier. A moving
company can inform you of any state regulations for pet entry, vaccination or
quarantine procedures. Ask about regulations, licenses, tags, etc. for pets. Also, don’t
forget to obtain a copy of your pet’s medical records.
Keep Detailed Records
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 form the IRS offices.
Pre-Closing Walk Through
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One or two days prior to the closing we will walk through the house together to ensure that all repairs have been
completed, the house is clean and the seller has removed all personal property. Typically, by catching problems
before the day of closing we can correct them without impacting the closing or your moving plans.

11 - Closing and Beyond
What is a Real Estate “Closing?”
A “closing” is the meeting of the Buyer, Seller, their Agents, and the title company representative where the actual
transfer of title to the property occurs. The purchase agreement or contract you have 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.
The title company transferring ownership of the property will prepare a new deed for you. 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.

What is an Escrow Account?
An escrow account is a neutral depository 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 they are paid by your lender from this 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. You may also be required to refund items prepaid by the
Seller. For example, if the Seller has paid the special assessments or taxes for that year, you may be required to
refund the value of the months remaining in the year when you take possession of the property. An escrow fee is
usually charged to set up the account.

What Should I do to Prepare for the Closing?
You will be required to pay all fees and closing costs in the form of ‘guaranteed funds’ such as a Cashier’s Check.
You will be told the exact amount by your agent or escrow officer prior to closing. You are also required to bring a
picture ID such as your driver’s license.
If your spouse or partner cannot attend the closing, you will need to obtain a Power of Attorney for them ahead of
time. On the day of closing the escrow officer will contact your spouse to ensure the Power of Attorney is still valid.
Be sure to have their contact information with you at closing for this purpose.

What Happens Next?
Once your lender releases the funds to the title company, you will receive the keys to your home and you can
move in! Be aware that there may be a day or two delay between “closing” and “funding.” Make sure you schedule
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some flexibility into your moving plans to allow for a possible delay. We will work with your lender and the title
company to minimize the possibility of this happening.
That’s it. We will check with you on a regular basis to ensure the move went smoothly and that the house is meeting
your expectations. You are now our valued client and we look forward to a long and rewarding relationship with
you, whether this is your first house or your 15th.

One Final Request
After you read through this Buyer’s document if there are any improvements, additions, or corrections that we can
make to improve its value to you, please let us know. We are here to add value and provide exceptional service to
our clients. We look forward to working with you.
Best regards,

John and Carolyn Barbian
Carolyn: (512) 965-5189
John: (512) 965-6161
Office: (512) 616-4000
email: mustangrealtyteam@kw.com
web: www.mustangrealtyteam.com
Keller Williams Realty
900 Quest Parkway
Cedar Park, TX 78613
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Appendix A - Resources
www.MustangRealtyTeam.com
The premiere site for home search of area properties listed by Keller Williams and other
brokerages.
www.AustinHomeSearch.com

The Austin Board of REALTORS® hosts AustinHomeSearch.com, a site for home buyers and sellers. This site
includes:
▪

All the residential listings from the Multiple Listing Service (the computer system REALTORS® use to list
properties)

▪

Search capability by city, county, zip code, school district and MLS area

▪

MLS and zip code maps that allow you to pinpoint the area you want to search in

▪

A Portfolio that allows you to save your listings, searches and agents

▪

Email notification when a new listing that meets your criteria goes on the market

www.Austin360.com

is dedicated to helping Austin residents manage and improve their busy lives by
providing online tools and features, such as:
• Movie theaters and show times
• Calendar of Events in Austin
• Restaurant search
• Home and contractor searches
• Budget calculators

• 24 hour traffic reports/live cams
• 24 hour local news and weather
• New and used car search
• Health encyclopedia
• Local job listings

www.Stewart.com/Austin

Stewart Title’s website contains a wealth of information on the Austin area. You can even build your own relocation
book.
▪

Area Community Profiles

▪

Recreation and Entertainment

▪

Texas Property Ownership

▪

Local Housing Information

▪

Medical and Community Services
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Appendix B - Contracts and Reports
One to Four Family Residential Contract (Resale)

This is the document you’ll fill out when making an offer on a resale home. In the case of a new home, the builder
typically provides their own contract. You should consult your attorney if you have questions or wish to make
changes to the preprinted sections of the document.
Third Party Financing Condition Addendum

This document accompanies your offer unless you are paying cash. It details your home financing requirements. In
the event you cannot obtain financing as described in this addendum you may cancel the contract and your earnest
money will be refunded.
Notice of Termination of Contract

In the event you wish to withdraw an offer or terminate a contract, this form is used.
Seller’s Disclosure of Property Condition Form

The seller is required to document on this form any known defects in the property to protect the buyer in the
transaction. It also describes key features of the property such as gas or electric heat, garage door openers, water
softeners, etc.
Property Inspection Report

When you have the home inspected prior to buying, you will receive an inspection report that details the condition
of the property. Inspectors look at the physical structure of the property, the electrical system, the heating,
ventilation and air conditioning (HVAC) systems, the plumbing system and major appliances. There are optional
systems to be inspected including the sprinkler system, pool, security systems, etc.
Title Commitment

This document is provided by the Title Insurance Company and explains the coverage they are willing to provide on
the property. Schedule A is the property description. Schedule B explains the conditions or occurrences that are not
covered by the policy. Schedule C lists the items that must be resolved before title insurance will be issued. These
items are the Seller’s responsibility to correct. Schedule D contains the disclosures that the Insurer must provide by
Texas law.
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