The Quigley Team    “Real Estate by the Golden Rule”

The Quigley Team  “Real Estate by the Golden Rule” 


BUYER’S GUIDE
 “Green Version”
Real Estate by the Golden Rule!

The Quigley Team

THE HOME BUYING PROCESS




Page
             Step #
1:
Should I buy a home?
3
                      
1a:
Contact a real estate agent
3


1b:
How to Get the Best Service   
3




Owning vs. Renting
5




Times have changed!
6




 Why use a Realtor, if buying from a Builder?
7
               Step # 2:
How much home can I afford? 
8     

 




Types of Loans             
9





Typical Financing Options
10


2a:
Contact a Loan officer (A Requirement!)
11






Local Loan Officers  (Avoid! Internet lenders!)
12
               Step # 3:
Finding the right home
13
               Step # 4:
The Purchase Offer
14


               Step # 5:
The Accepted Contract
15


               Step # 6:
The Option Period
16
                           6a:
Negotiation of Repairs
 16
               Step # 7:
The Title Commitment
17


               Step # 8:
The Appraisal
17


               Step # 9:
Locking in the Interest Rate
18


               Step # 10:
Homeowner’s Insurance
19


               Step # 11:
The Survey
19


               Step # 12:
The Closing
20
 


Addendum: Definitions and Typical Forms

21
 
(Addendum also on web: http://www.quigleyteam.com/greendocs.htm ) 
 INDEX     © QTR
STEP # 1:  Should I Buy a Home?

Owning a home of your own is part of the American dream. 

When you own the home you live in, you are free to make your own decisions regarding how to decorate, how to landscape and whether or not to have a pet (or two, or more).  And owning your own home (versus renting) can substantially reduce the amount of income tax you pay by providing you with income tax deductions. 

(See “Owning Vs. Renting” in the next section.)

Whether owning your own home is in your best interests or not, is something only you can decide.  If you are planning to “stay put” in a community for at least a few years, and you can spare a little time to keep your home maintained properly, it is most likely a good idea to own your own home.  A good real estate agent can help you decide whether or not you should own your own home.

Step# 1a:    Contact a Real Estate Agent
It is always wise to purchase your home with the help of an experienced real estate agent.  Sellers will most likely have an agent (as “listing” or “seller’s” agent) on their side.  Therefore, it is best to have a real estate agent on your side (as a “buyer’s” agent) so as to represent your best interests.  Then the sellers do not have a larger advantage.   (A “For Sale by Owner,” situation, is totally different! These can have some “interesting” complications for a buyer...)
(See:  “Times Have Changed”  and  “Why Use a REALTOR When Buying from a Builder” which is right after the “Owning Vs. Renting” page.) 

Step# 1b: 
How to Get the Best Service from an Agent
Unless an agent is “employed” by a large company or a builder, and receives a regular paycheck, that agent works as an “independent contractor”—and makes no income until a property actually sells.  (Lately, many of the “discount firms” have altered their business models and reduced / eliminated “staff!”      One DOES get what they PAY for! )
Agents work on “speculation”, hoping that with their efforts to find you the right home, there will be a sale!  If it doesn’t, there’s No compensation!   Consider: agent’s “costs.” They pay; MLS dues, Local REALTOR® Board dues, State Assn. dues, National Assn. dues, State Licensing fees, computer fees, software fees, gasoline and automobile expenses, Paper, Toner, insurance expense, taxes, etc.  Oh, and they also pay for their own Mandatory (annual state) Training, OR,  they will  LOSE their license!   Do you see why agent “turnover” is Huge?   So you select an agent that’s “brand new,” (and “desperate”) ... OK, will they be there later, when (not if), you have an “issue?” Like challenging a higher tax rate?   ( Choose – your agent - Wisely!  After all, you ARE only buying one of “the Most Expensive Items” that folks buy...  )
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With all of this in mind, this is why, agents give priority service to buyers who are ready to buy (credit-worthy) and who will be loyal to their agent.  Your agent will most likely ask you to sign a loyalty agreement, called a Buyer’s Representation Agreement.  

To comply with Texas Real Estate Commission laws, your real estate agent will talk with you about brokerage services and provide you with a written copy of the law entitled, “Information About Brokerage Services” (See Addendum Section).  

Your real estate agent will then ask you to sign the “Buyer’s Representation Agreement”, which spells out the obligations required of your agent and your obligations, as a buyer.  This agreement legally appoints the agent to be your representative—to represent your best interests throughout the entire home purchase process.  

Many buyers feel apprehensive about “locking” themselves in to such an agreement, but if there is no “Buyers Representation Agreement” in place, the law requires that the agent, by default, MUST represent the seller’s best interests, NOT the buyer’s.  

Members of the Quigley Team include a “24-hour cancellation guarantee” clause in the Buyer’s Representation Agreement.  This clause allows the buyer to terminate the agreement if the buyer is not completely satisfied with the agent’s service.  Thus, the buyer is never “locked in” to an agreement with the Quigley Team.  We can offer such a guarantee because we know that our service is the best available—we give you the same quality service that we provide to ourselves when we purchase property—that’s why we can truly say, 

“We do business by the Golden Rule!*”

A sample Buyer’s Representation Agreement follows the “Information About Brokerage Services” page in the Addendum Section.   To best serve you, we Require that this Agreement be filled in, and signed. Legally, we Can Not properly help you without it!  (see note below * )
Sellers, too, must comply with Texas Real Estate Laws, thus, all sellers (with few exceptions) of residential, single-family homes must provide a “Sellers’ Disclosure Notice” to potential buyers.  The law also states that a seller MUST disclose any and all material defects that the seller IS AWARE OF.  (See sample of “Sellers Disclosure Notice” in the Addendum Section.) 

* The “Golden Rule” truly works Both Ways... it is NOT, a “one sided rule!” 

(You can always ask, “Why?” Or start working in sales... to see why!) 
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Owning Vs: Renting

How much of your hard-earned money

are you wasting each year?

  $  $  $  $  $  $  $  $  $  $  $  $  $  $  $  $  $  $  $  $  $  $  $  $

In this example a married couple decides to own a $140,000 home at 7.0% interest.

Their combined adjusted gross income is $51,000 per year.

	ITEM
	
	 OWNING 
	
	
	 RENTING 
	
	 DIFFERENCE 
	

	
	
	
	
	
	
	
	
	
	

	   Monthly Expense
	
	 $     1,100 
	 PITI
	
	 $  1,200 
	 RENT
	
	 $        (100)
	 / MONTH

	
	
	
	
	
	
	
	
	
	

	   Yearly Expense
	
	 $   13,200 
	 PITI
	
	 $14,400 
	 RENT
	
	 $     (1,200)
	Added Exp.

	
	
	
	
	
	   Total loss
	
	
	 $  (14,400) 
	Yearly Loss

	
	
	
	
	
	
	
	
	
	

	   Adj. Gross Income
	
	 $   51,000 
	
	
	 $51,000 
	
	
	Same
	

	
	
	
	
	
	
	
	
	
	

	   Two Individual
	
	 $     5,800 
	
	
	 $  5,800 
	
	
	Same
	

	   Exemptions
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	   Mortgage Interest
	
	 $     9,310 
	
	
	 $       -   
	
	
	 $      9,310 
	

	
	
	
	
	
	
	
	
	
	

	   Yearly Property Tax
	
	 $     3,000 
	
	
	 $       -   
	
	
	 $      3,000 
	

	
	
	
	
	
	
	
	
	
	

	   Med. / Charity Ded.
	
	 $     1,200 
	
	
	 $  7,600 
	"Std.
	
	 $     (6,400)
	

	
	
	
	
	
	            Deduction" 
	
	
	

	   Net Taxable Income
	
	 $   31,690 
	
	
	 $37,600 
	
	
	 $     (5,910)
	

	
	
	
	
	
	
	
	
	
	

	   Marginal Tax Rate %
	
	15%
	
	
	15%
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	   Income Tax Owed
	
	 $     4,750 
	
	
	 $  5,640 
	
	
	 $        (890)
	Owner Tax Advantage!!!










(Plus the home usually APPRECIATES!) 

These estimates may vary based on your individual income, tax bracket, number of dependents and deductions.   The information used in this example is based on 2001 figures.   Tax rates may change.  These estimates have been verified by the accounting firm of FREEMON, SHAPARD & STORY, LLP. and are subject to change.
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TIMES HAVE CHANGED!

For many years, consumers of real property in the State of Texas were on their own—they had no one to help look after their best interests. When they walked into an open house (or a builder’s model) no one told them that the professional salesperson on site was there for the specific purpose of making the very best deal possible--for the seller! 

Not only did consumers lack the help of an experienced professional, knowledgeable about local market conditions, but many mistakenly believed that the salesperson on site was there to help them, the buyers, make the best deal!  This scenario could be compared to that of a defendant, trusting his defense to the prosecuting attorney!  How absurd!  

Fortunately, today, things have changed!  As a potential buyer of real property in Texas, you may choose to have a REALTOR represent YOU as your “buyer’s representative”. 

What does it mean to have the Quigley Team represent YOU? 

It means that you have the benefit of one or more experienced professionals, knowledgeable about local market conditions, looking out for YOUR best interests!  

It means that YOU will be listened to—YOUR needs and desires are what counts!

It means that you will have access to ALL the available information you need to help you make a wise, informed choice of which types of properties, locations, features and amenities will best suit YOUR needs.

It means that you will be informed about ALL properties for sale in the local market--and that you will be shown ALL the homes that YOU choose to view—whether those homes are listed with the Quigley Team, or with any other broker.

It means that the price you pay for the property of your choice will be a fair price.  A careful analysis of market value will be done for any property that you express serious interest in.  Not only will you have the results of this analysis presented to you, but you are welcome to sit down with the Quigley Team and observe how the results are determined.  Your presence during the compilation and analysis of data will assure you that all results are obtained objectively, and that no important information is overlooked!   

It means that you will have a skilled negotiator working diligently to get you the lowest price possible for the home of your choice.   We have been buying and selling properties for more than twenty-five years, and have picked up many helpful negotiating skills along the way!

It means that YOU are in control!  You get the benefit of our advice, based on our knowledge and expertise of the local market, but ultimately, YOU are the boss!   It is YOUR directives that we follow.  

Finally, it means that YOU receive every possible bit of assistance that we can provide—to help YOU get the best deal possible!  This is the same degree of assistance that we provide to members of our own family, or to ourselves---when we negotiate our own deals!  (This is why we call our service “Real Estate by the Golden Rule”!) 

For superior representation contact: GAIL or BILL QUIGLEY

512-401-0488

gail@quigleyteam.com  or  bill@quigleyteam.com
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WHY USE A REALTOR WHEN BUYING FROM A BUILDER?

· A REALTOR on YOUR side, representing YOUR best interests, can be a valuable asset to YOU!  REALTORS are knowledgeable about the many new subdivisions, and can advise you about the  differences that make a particular subdivision best suited to YOUR needs.  This can save you a lot of time and energy!  

· Most builders use their “own” contract forms, which are written  in the builder’s favor.  A REALTOR representing YOU can point out clauses that you may wish to run by an attorney before signing the contract.  

· Contrary to what many people believe, you will NOT “get a lower price” from a builder if you “cut out” the real estate professional.  The majority of builders have the cost of buyer’s representation built into their sales prices—and they do NOT reduce their prices by this amount if you have NO representation. 

· It costs YOU nothing to have a REALTOR represent YOU—and may SAVE YOU MONEY in the long run.  Realtors know how to “negotiate” with builders—to get YOU the best deal!

· Your Realtor (us) will likely Suggest that we All visit the construction site at several key phases of the building process… 

· Even the most respected builder can have something “go wrong” when your home is being built.  If this does occur, your REALTOR is “another voice” on YOUR side!  Since REALTORS continually “network” with other REALTORS, most builders strive to do what’s right for buyers who are represented by REALTORS!  REALTORS sell about 80% of builder’s homes!   

  YOUR REALTOR IS YOUR PROTECTOR—DON’T BUY A HOME WITHOUT ONE!

For superior representation contact: GAIL or BILL QUIGLEY

512-401-0488

gail@quigleyteam.com
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STEP # 2:  How Much Home Can I Afford?
Your real estate agent will recommend that you sit down with a loan officer to determine how much you can afford to spend on a home before you begin to view homes.  There are several reasons for this. 
If you have CASH you should still read the “First” & “Second” points (below), because this is “basic”... but concentrate on the “Third” point, below. 

First, knowing how much you can spend will help to determine many things: which neighborhoods to shop in; how large a home you can afford and how large a piece of property you can purchase.  Knowing your price “limit” at the start will help prevent the disappointment that will come from falling in love with a “dream” of a house—and then finding out that the “dream” is beyond your means.  This would be like waving candy in front of a baby—and then taking it away—OUCH!  

Second, by visiting with the loan officer of your choice, you can be “pre-APPROVED” and have a letter of pre-APPROVAL issued.  This letter “proves” to the sellers and their agent that: you are creditworthy and have already been approved to buy their home—they won’t have to worry about whether or not you can actually get the mortgage loan.   This letter can be a very valuable piece of paper that can put you in a very favorable negotiating position.  

Third, IF you have Cash, Great!   However both the sellers and their agent’s will require that you are able to prove that you Do Have the Funds.   This is usually in the form of an “independently verifiable” statement from an institution, CPA, etc., that “funds are available!”
Think about it from the seller’s point of view.  “A stranger” has made an offer to purchase their property.  Should they take it off the market?  How do they know that a stranger can actually go through with the sale?  What if there are two offers on the home?  If you were the seller, which offer would you choose?  The one with a letter of pre-approval; or the one without it?  

Summary:
· Know your PRICE RANGE.

· Be “Pre-APPROVED” by your Loan Officer.

· Remember the Sellers view point...

( We do not at first, “jump in a car and drive around to “look at houses!”  First, We “Plan!” )

If you need a loan, Please do speak with a Loan Officer!
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TYPES OF LOANS

Conventional Loans

Conventional loans usually are more lenient with respect to the appraisal and condition of the property.   If you are purchasing a "fixer‑ upper," you may need to use a conventional loan. Also, expensive homes above the FHA loan limit are generally financed with conventional loans.

FHA Loans

FHA Loans are insured by the Federal Housing Administration under HUD and usually require less down payment funds than conventional loans and are easier to qualify for.

VA Loans

VA Loans are guaranteed by the Veterans Administration. A veteran must have served 180 days active service.   VA loans may be made with a zero down payment.

Fixed Rate Loans

Fixed Rate Loans have one interest rate, which is fixed for the entire term of the loan.

Buy‑Down Loans

Buy‑Down Loans, also known as "stair‑step" loans, start at a lower interest rate and usually climb to a fixed rate.  The interest rate in year one could start out at 6 percent, increase in year two to 7 percent, and then level off at 8 percent for years 3 through 30.

Adjustable Rate Mortgages

Adjustable rate mortgages have an interest rate that is adjusted at certain intervals based on a specific index.  Some ARM programs fix the interest rate for an initial period of from two to five years and then adjust the rate thereafter at pre‑determined intervals.

Non‑Qualifying Loans

Non‑Qualifying Loans are pre‑existing loans which can be assumed by a buyer from the seller of a property, without going through the qualifying process. The buyer pays the seller for their equity and then starts making payments.  

USDA Loans
The United States Department of Agriculture offers loans on rural properties.  If the home you’re interested in is located outside of a heavily-populated area, it may qualify for this type of loan.  These loans can be zero-down, so the buyer usually can buy a property with less cash up front, however, there are income limits that apply.  There are also limits on the sales price.  
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TYPICAL FINANCING OPTIONS

CONVENTIONAL LOAN:  Minimum of 5% down payment (although the list of lenders willing to make 

                                 loans with only a 5% down payment is getting small.)      

                                    PMI -- required on conventional loans of more than 80% of property's value.




PMI may be paid monthly (financed with the loan or fully paid at closing).


Examples:
  5% down 
approximately 1.5% PMI    (Rates may be determined 




10% down 
approximately 1.0% PMI      by the borrower’s credit 



15% down 
approximately 0.5% PMI      scores.)



20% down 
No PMI required

FHA LOAN:

Easier to qualify for than a conventional loan; usually requires a lower down payment,   



less out-of-pocket expense and allows borrower to have lower credit scores.



Monthly payments: usually amount to approximately a little less than 1% of sales




price (at interest rates of less than 8.5%).


MIP: 


Mortgage insurance is required for a FHA loan of 80% or more of a 





property’s value.

VA LOAN:


An eligible veteran can put as little as zero down.





There is ALWAYS mortgage insurance (called a "funding fee") with a VA loan.

QUICK COMPARISON OF THE DIFFERENT LOANS:


         ** MAXIMUM       MINIMUM
  TOTAL        QUALIFYING
MORTGAGE



  LOAN $ 
$ DOWN ****
* O.O.P.
RATIOS
INSURANCE

CONV:      ** $417,000   
5% 

8.5 to  9%
28 / 36

Single Unit (amt. varies see above)

FHA:


** $417,000 
 3.5%


6  to  6.5%

29 / 41 *** 
 
Up front  (usually 














financed) AND per




















year  (paid monthly)













Amount varies depending on 

                                                                                      buyer’s credit worthiness. 

VA:

 ** $417,000

  
zero

3  to  3.5%

   41  ***

2% first time benefits used

                     (with full











3% each added time




entitlement




benefits)




*    TOTAL OOP: Out Of Pocket expenses include down payment, closing costs and prepaid expenses 

            (such as property taxes and hazard  insurance.)

**
Maximum Amounts available for CONVENTIONAL “CONFORMING” (to FNMA & FHLMC), FHA  

   
and VA type loans in March 9, 2009.  These figures are subject to change (usually upwards and they 

       will also vary from one state/area to another).
***
FHA and VA both allow higher debt ratios.

      **** There may be “zero down” programs as well as down-payment assistance programs available. 


Ask your lender about program availability and if you qualify for any of these special programs.

*Often, your agent can negotiate to have the seller pay some or all of your closing costs.
Information above may change at any time, based on passage of new legislation.
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STEP # 2 a:  Contact a Loan Officer
Your real estate agent will be able to recommend several loan officers for you to choose from.  You may also have friends who have recently purchased a home, and they, too, may be able to recommend someone.  Usually, loan officers that have been recommended have a good track record—they have been tried, and they have “passed” the test.  

Things to keep in mind when choosing a loan officer: 

· Reputable loan officers will gladly “put it in writing”.  (Keep in mind, though, that interest rates change daily - sometimes hourly.  Different rates from different lenders may be a function of the time and date of the rate quote.)

· Interest rates can vary based on the presence or absence of an “origination fee” or “discount points”.  A loan with NO origination fee and NO discount points will be referred to as a loan at “0 & 0”.  A loan with an origination fee and ONE discount point will be referred to as a loan at “1 & 1”.  (See Points in the Definitions Addendum.)

· Lenders advertising on the internet are NOT regulated by as many government agencies as they should be!   Some may be reputable—others may NOT be!  If you “shop” the web, Beware!
     Oh! ... And if you are working with a web lender, each time you call, 
are you speaking with the same person? 

· It is usually advantageous to choose a local lender.  This will make communication easier and may reduce costs by eliminating some delivery/courier fees.

· Banks and credit unions may have good loan programs, however, their employees usually get a paycheck whether or not they give you good service.  Independent loan officers usually have to work harder—if you don’t take the loan with them—they don’t get paid!  And if you’re not happy with their service, you won’t refer your friends.  (Also remember, Independent loan officers, will “shop” a loan, an individual lender will Not “Shop”...)
On the next page is a list of several local loan officers (in alphabetical order) that QTR has used successfully…
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LOCAL AUSTIN, TX LOAN OFFICERS:
(Simply listed in alphabetic order.)

LuCinda Bachman

Ameripro Funding

512-583-0985—direct

512-415-4682—cell

website:  http://www.ameriprofunding.com
e-mail:  lbachman@ameriprofunding.com
512-583-1040—fax


Mark Hairston, CMP

Mortgage IQ 

512-789-6967 — direct

website:  http://www.texasmortgageIQ.com
e-mail: mark@texasmortgageIQ.com
Michael Llewellyn

Westwind Mortgage, L.L.C.

512-250-0901—office

512-663-6453 (one-mike)—cell

website:  http://www.westwindmortgage.net
e-mail: michael@westwindmortgage.net
512-918-2403—fax

Ann McKinley, Mortgage Banker

Sente Mortgage, 901 S. Mopac, Bldg. IV,
Ste 125,  Austin 78746
Direct 512.637.9178   ·  Fax 512.637.9901
website:  www.Austinhomeloans.info
e-mail: ann.mckinley@sentemortgage.com
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STEP # 3:  Finding the Right Home
Your real estate agent should be able to come up with a number of homes to show you that meet your criteria—after you determine what your criteria consists of!  The best way to determine what the right home for you will be is to make two lists.  One list should name your minimum requirements (those things you need to have in your home) and the second list should name those things that you want to have in your home.  

You may want four bedrooms, but really only need to have three.  You may want a full acre of land, but need only a 60 x 100 foot lot.  Once you have determined your criteria as well as your price range, you’ll be ready to start viewing homes!

Some items to include in your lists:

 Location                                             Construction 

# of bedrooms                                    Size of lot

# of bathrooms                                   Trees or no trees

# of living areas                                 # of Parking spaces 

# of stories                                         # of Garage spaces

# of square feet                                  Schools

Age of home                                        Neighborhood Amenities 

Type of home



   Maintenance/Service


Others_____________


__________________

__________________


__________________

__________________


__________________
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STEP # 4:  The Purchase Offer
Once the right home has been found, the agent will prepare a written purchase offer for the buyer to sign.  This purchase offer will spell out all the details and set time limits for the completion of certain aspects of the sale.  Standard purchase offer contracts are prepared by the Texas Real Estate Commission and provide a number of safety features to the buyer.  See the Addendum, for a sample contract with a financing addendum, (in the “Green Guide” we give out “links.”)

Once a purchase offer has been prepared, it is forwarded to the seller’s agent; along with the Earnest Money Deposit and the Option Fee (if an option period is chosen).  

Earnest money usually amounts to approximately one percent of the sales price of the home (rounded off).  The buyer makes the Earnest Money Deposit check payable to the closing company—usually a Title Company or an Attorney’s office. 

The Option Fee check, if any, is made payable to the sellers, and is forwarded to the sellers when the contract is signed.  Option fees range from $100 to several hundred dollars, depending on the length of the option period and the value of the property.  The buyer usually receives credit for this fee at closing.  If—for any reason—the purchase does NOT occur, the buyer loses the option fee money!

Sellers may accept, reject, (ignore) or counter (change) an offer.  Changes are negotiated and must be accepted by the buyer before the offer becomes a contract.  (“Offers” are Not “contracts!”)
By legal directives; No Dates, other than the anticipated closing date, are ever written on an offer.  Only when it is fully negotiated, and it becomes a contract, is an “effective date” inserted!   

Note: we now process many documents completely in an “electronic”    fashion. This involves “uploading” documents with “data” (i.e.: dates, dollar amounts, etc.) to a ‘web service” such as “Docusign.”  Then after some work (by the agents) emails are sent out to all parties for their “electronic signature!”  This is now Legally Accepted.  These transactions may save paper, time, and everyone gets a clean, fully readable copy!  When needed, we still use paper, fax, or “scan and email.”  But the new method has many advantages!   With the older methods, faxed, or scanned items rapidly become Un-Readable after just a few passes thru those systems! 
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STEP # 5:  The Accepted Contract
Once the sellers and buyers agree to the terms of the offer (and any changes), the offer is signed, the changes are initialed, and the offer becomes a “contract”.   It now takes approximately 45 days, sometimes longer, from the date a contract is effective to the date of closing.  

The effective date of the contract is the date when the last person (buyer or seller) signs/initials the contract and/or change.  This person’s agent then writes the effective date on the contract and forwards it, along with the Earnest Money check, to the closing company.  The closing company deposits the Earnest Money check into an “escrow” account, where it will be held until it is applied to the buyer's down payment at closing.  

Once the contract is effective, the clock starts ticking, and everyone must comply with the provisions of the contract within the time limits specified.  For example, the contract will specify the number of days the buyer has in which to complete the loan application process.  Each party must comply with each provision in a timely manner, or else be in “default”.  Your agent will keep you abreast of the timetable you must follow.  

PLEASE…

Do NOT buy any new furniture, appliances, carpet, computers, etc. for your new home until  --- AFTER the closing!

Why?   Because a change in your bank balance or your credit card debt MAY disqualify you for buying the home.  

When in doubt ---  Check with your loan officer FIRST before making any purchases!

The Title Company specified in the contract, will “open title” once the contract is effective.  This means that the Title Company will begin its' search for and examination of documents pertaining to the subject property, in preparation for their issue of a “Commitment for Title Insurance Policy”.    
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STEP # 6:  The Option Period
If there is to be an option period, it begins when the contract becomes effective.  Option periods can be for any length of time, but usually range from five to fourteen days.  

The purpose of the option period is to give the buyer a chance to have the property inspected and to allow the buyer to terminate the contract—for any reason—and receive the earnest money back.  

6a: Negotiation of Repairs 

Many buyers choose to negotiate during the option period to get the sellers to agree to have certain repairs and treatments done to the property at the sellers’ expense.  The buyer and buyer’s agent can prepare an “Amendment” stating that the buyer will waive his/her option to terminate the contract provided the sellers agree to pay for specific repairs and treatments.  The “Amendment” along with the list of repairs/treatments and possibly estimates of the cost, is then forwarded to the sellers PRIOR to the end of the option period. 

If the sellers do NOT agree, in writing, to the buyer’s demands, the buyer may send notification, PRIOR to the end of the option period, that the contract is being terminated.  Usually, however, buyers and sellers will negotiate a mutually acceptable compromise through their respective agents.  The sellers must complete all mutually “agreed to” repairs/treatments, etc. prior to the closing date.  

Use of an option period provides additional protection to the buyer and is generally accepted—reluctantly—by sellers.
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STEP # 7:  The Title Commitment
Ten or fifteen days after the effective date of the contract, you and your agent will be receiving copies of a document from the title company called the “Commitment for Title Insurance”.  This document means that the title company will insure the title on the property—with certain exceptions, like easements, etc..  The document will list each specific exception and also note any liens on the property.  

All liens and other “clouds” on the title other than standard exceptions, such as public utility easements, will be cleared at or prior to closing by the title company.  After closing, you will receive a Title Insurance Policy showing no liens on the property except for the one(s) placed on the property by your lender. 

STEP # 8:  The Appraisal
As soon as your option period is over, your lender will order an appraisal of the property.  A professional appraiser will personally visit the house and determine its’ value based on comparable sales, the condition of the home and any allowances in your contract.  If you are using an FHA or VA loan, the appraiser will also inspect for any government required conditions, such as roof condition, peeling paint, drainage problems, broken windows, etc.  Any requirements the FHA or VA appraiser attaches to the appraisal will become lender-required repairs—repairs that must be completed in order for the loan to be granted.  You will, most likely, be required to pay for the appraisal when it is ordered ($350 - $450).  

Because of the new HVCC (Home Valuation Code of Conduct) law, appraisals are now taking longer than they did in the past.  That’s why it’s important to order the appraisal as early as possible.  

Also in a move to limit potential lender “losses,” appraisal values may be far more “conservative” than as was the custom in past times....
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STEP # 9:  Locking In the Interest Rate
You can usually lock in the interest rate at any time after your offer is accepted, and usually, the sooner you do so, the better.  The longer you wait, the more chance that the loan process will take additional time—and it MAY mean that you can’t close as early as you’d like.  

A lock consists of a guaranteed interest rate for a set period of time—often for thirty days.  You can lock in at market rate or at a discounted rate, if you (or the seller) pay discount points.  If you do not lock in the rate, you will get the “market rate” applicable at closing time.   A good lender can advise you about when to lock your rate.   Some lenders are able to “float a rate” (downward), but there Are Limits to this practice! (Ask about these!) Timing here is Critical!
Quotes for “rates” (that fluctuate - by the hour -) are best done by giving EXACTLY the SAME loan conditions to a couple of lenders, for a particular time of a particular day... so as to compare them.

(Calling lenders up for “rates,” over and over, is not efficient.  If you need to see what is “happening,” it is best to go to “bankrate.com” for approximate rates.)

If you’re having a home built, you probably won’t be able to lock in the rate until 30 to 60 days prior to the estimated completion/closing date.  It’s usually best to wait and lock in when you are certain the house will be completed by the lock in date--otherwise your lock could expire prior to closing and you could end up paying a rate that’s higher than you expected. (Again you must ask your lender about locking!)   

At some time during the contract period, you will probably be asked to supply additional documentation to your lender.  You may be asked to supply several documents, depending on the requirements of your lender’s underwriter or the investor.  This does NOT mean that there’s a problem—it only means that the underwriter or investor needs more detail about some aspect of your application.  A request for additional documentation is a very common occurrence, and should NOT be a cause for concern.  If your lender asks for additional documentation, you should get the docs to him/her as quickly as you can, so as not to delay the closing.  
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STEP # 10:  Homeowner’s Insurance
As early in the process as possible, you’ll be asked to choose an insurance company and agent to provide Homeowner’s Insurance.  This insurance will provide coverage for your home in case of fire, storm, etc.  During the option period, your insurance agent can check the “CLUE” report on the home you have chosen to see what, if any, claims have been filed on the home.  Previous insurance claims should be “disclosed” by the seller on the Sellers’ Disclosure Notice.  

Your real estate agent or a friend who owns his or her own home can usually recommend a good insurance company and agent.  You should speak with the agent to determine any choices you can make, such as amount of deductible, etc.  Your lender will dictate many of the requirements for your insurance policy.  

STEP # 11:  The Survey
If a new survey is required, it will usually be ordered by your lender (or title company) a few weeks prior to closing.  You will most likely be asked to write a check to cover the cost of the survey when it is ordered.  Prices for surveys on smaller city lots usually cost ~$350 - $450, but may cost more depending on the size of the property, etc.
Your contract will dictate the number of days you have to review the survey and object to anything shown on it.  If you do NOT object within the number of days allotted, it will be assumed that you approve of the survey.    

Occasionally, the seller may have a survey available from the time he/she purchased the home.  IF the survey is not too old, and IF there have been no changes made to the property since the old survey was made, the lender and title company MAY agree to accept and use the old survey.  If so, you will save the cost of preparing a new survey—usually at least a few hundred dollars.  
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STEP # 12:  The Closing
The day before closing, the title company will receive documentation from your lender telling how to prepare the closing papers.  Based on this information, the title company will prepare the closing documents and a copy of your “settlement statement”, or HUD-1 statement.  This statement lists all the costs that you—and the sellers—must pay at closing.  

A copy of the HUD-1 is forwarded to your real estate agent and to the seller’s agent for approval.  Your agent will carefully scrutinize every charge to be sure that you are not being asked to pay for anything that you should not be paying.  

Once the HUD-1 is approved, your agent will notify you as to how much money you will need to bring to the closing table.  The amount should be the same—or close to—the amount estimated by your loan officer when you first talked with him/her.  

All title companies will require that your payment for down payment and closing costs must be in the form of a cashier’s or certified check, a money order, or a wire transfer.  You can obtain the required form of check or transfer at your bank or a money order at the post office.  

You will also be required to bring a form of photo identification with you to the closing—a driver’s license will do.  Your agent should remind you to bring this when she/he tells you how much to make your check for.  

Closing day WILL finally arrive… and you should plan to arrive at the closing company ten to fifteen minutes prior to your appointed time.  You will be asked to sign a multitude of documents, which your agent will look over as you sign them.  

Once you have finished signing all the documents, the loan must be funded (the lender must forward the funds to the seller via a check or a wire transfer).  Once funding occurs, you will receive the keys and the congratulations of everyone involved!  YOU ARE NOW A HOMEOWNER!

CONGRATULATIONS!


By the way, you should contact all the utility companies about a week prior to closing so that your utilities will be turned on for you. 
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Addendum

Definitions & Information

Application Fee:


A fee to cover some of the charges of the loan process.

Appraisal Fee:


A fee charged by the lender for an appraisal.

Assessed Value:


The value placed on property by the Central Appraisal District as a basis for taxation.

Attorney’s Fees:



Charges by an independent attorney – chosen by the lender to draw the legal documents, i.e. Note, Deed Of Trust, etc.

Balloon Payment:


An instance in which the final installment payment on a note is greater than the preceding payments, and pays the note in full.

Buyer’s Agent:


See TREC Disclosure “Information About Brokerage Services” describing: “If the Broker Represents The Buyer,” see ADDENDUM.

Chain of Title:



A history of conveyances and encumbrances affecting the title (ownership) of real property.

Conventional Mortgage:


A mortgage securing a loan made by investors without government underwriting – that is, not FHA insured or VA guaranteed.

Convey or Conveyance:


Process of transferring ownership of property from one person to another.

Courier Fee:


Charges for Federal Express or a runner.

Credit Report Fee:

Assessed by the lender for a required credit report from a credit bureau.

Deed:



A document which, when properly executed and delivered, conveys (transfers) title (ownership) of real property.

Disclosure:


To make known or public. When dealing with real property, all disclosures should be made in writing.

Discount Points:


A negotiable fee paid to the lender to secure financing for the buyer. Discount points are up‑front interest charges to reduce the interest rate on the loan over the life, or a portion, of the loan’s term. One discount point equals one percent of the loan amount, i.e. 3 discount points on a $ 100,000 loan would be $3,000.

Earnest Money:


Money deposited by a buyer to indicate and evidence good faith.
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Definitions & Information cont.

Encumbrance:


Anything that affects or limits the ownership of real property – such as, mortgages, liens, easements, or restrictions of any kind.

Escrow Fee:


Charged by the title company to service the transaction and to escrow (hold and disburse) money and documents. Usually split between buyer and seller.

Escrow:



The deposit of documents and funds with instructions to a neutral third  party to carry out the provisions of an agreement or contract.

Exclusive Right To Sell Listing:
A written agreement between owner and agent giving agent the right to sell a property and collect a fee for a set term.

Fair Market Value:


The price at which a willing seller would sell and a willing buyer would buy, neither being under abnormal pressure.

Intermediary:



See TREC Disclosure "Information About Brokerage Services" sub- section “If The Broker Acts as an Intermediary."  See ADDENDUM.

Loan Origination Fee:

Normally 1% of the loan amount, and charged by the lender to the Buyer.

Mortgage:



A legal document that provides security for repayment of a promissory note.

Mortgagee's Title Policy:


Required by lender to ensure that lender has a valid lien. It does not protect the buyer. Also required for 2nd mortgages.

Owner's Agent:



See TREC Disclosure "Information About Brokerage Services" about "If The Broker Represents The Owner," in the ADDENDUM.

Owner's Title Policy:


Insures the buyer against loss due to any defect of the title not excepted to or excluded from the policy.

Points:




Paid by the buyer or seller. One point is equal to one percent of the loan amount.

Principal:




The employer of an agent in an agency relationship.

Recording Fee:



Charged by the County Clerk to record documents in the public records.  Charges are based on number of pages recorded.

Seller’s Disclosure Notice:


The seller normally supplies information for use by prospective buyers.
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Definitions & Information cont.

Septic Well Inspection:


The septic system must have a certificate by the city or county Health Department, or other governing authority.

Survey:




Survey of property required by lender; shows lot size, easements, any encroachments, locations of improvements, etc.

Tax Certificate: 
 
 

Charged by taxing authorities to present certification showing that the current year's taxes were paid.

Tax Service Fee:



Required by the lender for collection and disbursement of tax escrow by a servicing company.

Termite Inspection:


Required by lender to show property free and clear of active termites.

Time Is Of The Essence:


Demands punctual performance in a binding contract.

Title Policy:



Insurance policy on the ownership of real property against defects in title.

Title:




In dealing with Real Property, "title" means ownership.

Underwriting Fee:
 


Charged by a lender to underwrite the loan.

VA Funding Fee:



Veteran's Administration charge for originating a VA loan.

Warehouse Fee:
 


Charged by the lender to hold the loan locally before selling it in the secondary mortgage market to an investor.

Zoning:




Act of city authorities specifying the allowed use of a property.

The Addendum continues; however to save time and paper…
The following forms are found at:   http://www.quigleyteam.com/greendocs.htm
Please Note That: These forms are commonly used in many transactions, but may change in some transactions, and also note: that forms are revised from time to time…

1. General Information and Notice to a Buyer (TAR-1506, 4 pages)

2. Information About Brokerage Services (TREC, 1 page)

3. Buyer/Tenant Representation Agreement – Residential (TAR-1501, 4 pages)

4. 24 Hour Cancellation Guarantee (QTR, 1 page)

5. Buyer’s Choice Addendum regarding FSBO Agreement (QTR, 1 page)


6. Sellers Disclosure Notice (ACTRIS, 8 pages)

7. One To Four Family Residential Contract (RESALE, TAR, 8 pages)


8. Third Party Financing Condition Addendum (TAR-1901, 2 pages)

9. Buyer’s Walk-Through and Acceptance Form (TAR-1925, 1 page)
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