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Your Home Buying Packet
A Complete Guide to the Home-Buying Process

\Welcome! You are about to embark on the exciting journefirafing your ideal home. Whether it is
your first home or your tenth home, a retiremenhbpor an investment property, | will make your
home-buying experience fun and exciting. | can lyelp find the ideal home with the least amount of
hassle, and | am devoted to using my expertisalantlll resources of my office to achieve these
results!

Purchasing a home is a very important decisionaabigj undertaking in your life. In fact, most

people only choose a few homes in their lifetirham going to make sure that you are well equipped
and armed with up-to-date information for your te&gision. | am even prepared to guide you through
every phase of the home-buying process. This papkes you helpful information before, during

and after your transaction. Use its reference pagee pages and agency explanations, as an
invaluable guide on your home-buying journey.

Please keep this packet with you during your homngry process. There are pages that contain
important phone numbers and dates and areas fes tmhelp you stay organized.

So let’s take an exciting journey together! | Idokward to meeting your real estate needs eveyy st
of the way!

Smart Choice Realty Company, Inc.
Samara Presley
Broker/Owner
Phone: 919.883.7451
Fax: 815.301.2931
Email: sam@smartpeoplelivehere.com

www.SmartPeopleLiveHere.com
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The Home Buying Process

I have designed this packet to assist you withptimehase of your new home. | assure you that it is
my goal to provide you with the most professionadl anformative service available. | am always

just a phone call away!
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Pre-Qualification and Pre-Approval

Many buyers apply for a loan and obtain approvébieghey find the home they want to buy. Why?

Pre-qualifying will help you in the following ways:
1. Generally, interest rates are locked in for a stop of time. You will know in advance
exactly what your payments will be on offers yowase to make.

2. You won’t waste time considering homes you canfiiora

Pre-approval will help you in the following ways:
1. A seller may choose to make concessions if theywkinat your financing is secured. You are
like a cash buyer, and this may make your offerarommpetitive.
2. You can select the best loan package without bemalgr pressure.

HOW MUCH CAN YOU AFFORD?

There are three key factors to consider:

1. The down payment
2. Your ability to qualify for a mortgage
3. The closing costs associated with your transaction.

DOWN PAYMENT REQUIREMENTS:

Most loans today require a down payment of betwaB% and 5.0% depending on the type and terms
of the loan. If you are able to come up with a2%3 down payment, you may be eligible to take
advantage of special fast-track programs and plgssiiminate mortgage insurance.

CLOSING COSTS:

You will be required to pay fees for loan procegsamd other closing costs. These fees must be paid
in full at the final settlement, unless you areeata include them in your financing. Typicallytdb
closing costs will range between 2-5% of your maggg loan.

QUALIFYING FOR THE MORTGAGE:

Most lenders require that your monthly payment eahgtween 25-28% of your gross monthly
income. Your mortgage payment to the lender ineduthe following items:

The principal on the loan (P)

The interest on the loan (I)

Property taxes (T),

The homeowner’s insurance (I).
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Your total monthly PITI and all debts (from instaénts to revolving charge accounts) should range
between 33-38% of your gross monthly income. Tlkesefactors determine your ability to secure a
home loan: Credit Report, Assets, Income, and Prppalue.
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The Ten Commandments
When Applying for a Real Estate Loan

Thou shall hothange jobs, become self-employed or quit your job

Thou shall nobuy a car, truck or van (or you may be livingtih i

Thou shall house charge cards excessively or let your accdathtsehind.
Thou shall nospend money you have set aside for closing.

Thou shall nobmit debts or liabilities from your loan applicati

Thou shall nobuy furniture.

Thou shall nobriginate any inquiries into your credit.

Thou shall hotmake large deposits without first checking witlug/toan officer.
Thou shall hothange bank accounts.

Thou shall noto-sign a loan for anyone




Home Buying Packet
How to Buy a Great House

There are many factors to consider when selectimgighborhood that is right for you. Below aretjus
a few of the many factors -- you may think of oth#frat are important to you.

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

SCOUT THE NEIGHBORHOOD!

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

= Talk to people who live there.
= Drive through the entire area at different timeshaf day, during the week and on weekends.

= Look carefully at how well other homes in the aae@ being maintained; are they painted, are
the yards well cared for; are parked cars in gandlition, etc.

NEIGHBORHOOD FACTORS TO CONSIDER --

" Look for things like access to major thoroughfateghways, and shopping.

" Listen for noise created by commerce, roads, rgdwpublic areas, schools, etc.

" Smell the air for adjacent commerce or agriculture.

. Check with local civic, police, fire, and schoofiofals to find information about the area.
" Research things like soil and water.

" Look at traffic patterns around the area durin¢edént times of the day and drive from the

area to work.

" Find out if the neighborhood is near parks, chuschecreation centers, shopping, theaters,
restaurants, public transportation, schools, etc.

" Find out if the neighborhood belongs to a Homeovgn&ssociation.




Home Buying Packet
Making An Offer

Once you have found the home you wish to purchgse,will need to determine

what offer you are willing to make for the home.islimportant to remember that the
more competition there is for the home, the higheroffer should be — sometimes
even exceeding the asking price. Remember, bistieal Make offers you want the

other party to sign!

To communicate your interest in purchasing a homgewill present the listing agent

with a written offer. When the seller accepts #ieroit becomes a legal contract.
When you write an offer you should be prepareddg an earnest money deposit.
This is to guarantee that your intention is to pase the property. The earnest money will be tzedi

back to you at closing.

After we present your offer to the listing agenwitl either be accepted, rejected, or the selldirmake
a counter-offer. This is when we will negotiatarie of the contract if necessary.

The step-by-step contract procedure for most sifagtely home purchases is standard. The purchase
agreement used is a standard document approvdu NG Real Estate Commission.

The purchase agreement or contract constitutes gfiar to buy and, once accepted by the seller,
becomes a valid, legal contract. For this reagois, important to understand what is written oe th
contract offer. | am here to answer any questi@smight have about the contract and to explaia it
you.




Home Buying Packet
What Happens Next

Now that you have decided to buy your home, whapbas between now and the time you legally
own the home?

Inspections—We will coordinate home inspection and termitgiection of the property within one
week of having a valid contract. Payment of honspection is due at time of inspection.

Repair RequestsAfter receiving a copy of the home inspection,wik request the items that are
not in working order to be repaired. Please keapind that these items are not necessarily
required to be fixed by the seller. The seller mpyto complete none of the repairs. It is thpriau
the buyer if they would still like to purchase thr@perty. Most of the time though, repairs are
negotiable and an understanding between buyereied smay be reached.

Title Search— Copies of documents are gathered from variobsgrecords: deeds, deeds of trust,
hoa associations, etc. Various assessments amersnait probate, heirship, divorce, and bankruptcy
are addressed. Taxes are also checked to seésvdveed. They will be prorated at closing.

Document Preparation— Appropriate forms are prepared for conveyancesattlement.

Settlement— An Attorney oversees the closing of the transactseller signs the deed, you sign a
new mortgage, the old loan is paid off and the feam is established. Seller, agents, attorneys,
surveyors, Title Company, and other service pragider the parties are paid. Title insurance
policies will then be issued to you and your lender

Title Insurance - There are two types of title insurance:

" Coverage that protects the lender for the amoutiteomortgage,
" Coverage that protects the equity in the property.

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

Title agents search public records to determine Wwa® owned any piece of property, but these
records may not reflect irregularities that are@timpossible to find. Here are some examples: an
unauthorized seller forges the deed to the propartyunknown, but rightful heir to the property
shows up after the sale to claim ownership; cotsflarise over a will from a deceased owner; or a
land survey showing the boundaries of your propisrtgcorrect.

For a one-time charge at closing, title insurandesafeguard you against problems including those
events an exhaustive search will not reveal.




Home Buying Packet
Service Providers

Following is a list of recommended Service Provsdefhese are vendors we have worked with in
the past and that have been recommended to udisfyeshcustomers. These are only
recommendations. These recommendations are maale ioformational basis only and are offered
as a convenience to you. We accept no respomgibili

HOME INSPECTORS

Elliott Tatum Gary Gentry

Insight Inspection Services Quality Residential Inspections
919-247-3452 919-848-4833
info@I-N-Specthomes.com gary@griguality.com
Wwww.i-n-specthomes.com www.griquality.com

*Also performs well, septic and * Also performs radon and water tests.
radon inspections

TERMITE INSPECTORS

Frontier Pest Control Triangle Pest Control

Durham—919-620-6873 919-552-1548
Chapel Hill—919-967-3633 www.trianglepest.com

HoME WARRANTY PROTECTION COMPANIES:

2-10 Home Warranty First American Home Buyers Protection
www.2-10.com Corporation
$375 base price www.homewarranty.firstam.com

$375 base price

M ORTGAGE COMPANIES:

Ryan Eldridge David Simmons
BayBanc Mortgage KD Lending
919-431-9100 919-329-7337

ryan@baybanc.com david@kdlending.com




Home Warranty Protection
NEW HOME WARRANTIES:

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

At closing, the builder will assign to you the méaturer's warranties that were provided to thddmuii
for materials, appliances, fixtures, etc. For egkmnif your dishwasher were to become faulty withi
one year from the purchase of your newly built hpmpeu would call the manufacturer of the
dishwasher — not the builder.

If the homebuilder does not offer a warranty, BEREJTO ASK WHY!

RESALE HOME WARRANTIES:

When you purchase a resale home, you can purchasanttes that will protect you against most
ordinary flaws and breakdowns for at least the fiesar of occupancy. The warranty may be offergd b
either the Seller, as part of the overall packagdyy the agent. Even with a warranty, you shdadde

the home carefully inspected before you purchase it

A home warranty program will give you peace of mikdowing that the major covered components in
your home will be repaired if necessary. Ask nreniore details about home warranty packages

WARRANTY INFORMATION

Company
Name: Contact:
Address: Phone:
Fax:
Policy Policy
Number: Value:

Coverage: Duration:




Home Inspection

If you are purchasing a resale property, we higlelgommend that you have a professional home
inspector conduct a thorough inspection. The icspe will include the following:

= Appliances

=  Plumbing

= Electrical

= Air conditioning and heating
= Ventilation

= Roof and Attic

= Foundation

= General Structure

The inspection is not designed to criticize eveiganproblem or defect in the home. It is intended
report on major damage or serious problems thatinegepair. Should serious problems be indicated,
the inspector will recommend that a structural eagr or other professional inspect it as well.

Your home cannot “pass or fail” an inspection, amdir inspector will not tell you whether he/she
thinks the home is worth the money you are offerinthe inspector’'s job is to make you aware of
repairs that are recommended or necessary.

The seller may be willing to negotiate completidmapairs or a credit for completion of repairs,you
may decide that the home will take too much woret aroney. A professional inspection will help you
make a clear-headed decision. In addition to thegall inspection, you may wish to have separatste
conducted for termites or the presence of radon gas

In choosing a home inspector, consider one thatbesn certified as a qualified and experienced
member by a trade association.

| recommend being present at the inspection. iEhie your advantage. You will be able to clearly
understand the inspection report, and know exaestlich areas need attention. Plus, you can get
answers to many questions, tips for maintenance,aatot of general information that will help you
once you move into your new home. Most importgoy will see the home through the eyes of an
objective third party.




What Is a Real Estate Closing?

WHAT IS AREAL ESTATE CLOSING?

A “closing” is where you and | meet with some of @il the following
individuals: the Seller, the Seller's agent, a espntative from the lending
institution and a representative from the title pamy, in order to transfer
the property title to you. The purchase agreenoerdgontract you signed
describes the property, states the purchase pnidgeams, sets forth the
method of payment, and usually names the date #mck pvhere the
closing or actual transfer of the property titlel &eys will occur.

If financing the property, your lender will requiyeu to sign a document, usually a promissory nage,
evidence that you are personally responsible fpaymg the loan. You will also sign a mortgage or
deed of trust on the property as security to tnelde for the loan. The mortgage or deed of trustsy

the lender the right to sell the property if yoil fa make the payments. Before you exchange these
papers, the property may be surveyed, appraisedspected, and the ownership of title will be dtezt

in county and court records.

At closing, you will be required to pay all feedariosing costs in the form of “guaranteed fundstts
as a Cashier's Check. Your agent or escrow offickmotify you of the exact amount at closing.

WHAT IS AN ESCROWACCOUNT?

An escrow account is a neutral depository held byrylender for funds that will be used to pay
expenses incurred by the property, such as tax@&sessments, property insurance, or mortgage
insurance premiums which fall due in the futureouYwill pay one-twelfth of the annual amount of
these bills each month with your regular mortgaggnpent. When the bills fall due, the lender pays
them from the special account. At closing, it nb@ynecessary to pay enough into the account tar cove
these amounts for several months so that fundwidvailable to pay the bills as they fall due.




Moving

CONGRATULATIONS! You have closed on your new home and now you are
ready to move! The next few pages contain tipsdretklists so that your move

is as organized and effortless as possible. Tabdut your move as a series of
small projects that you can begin while your hosiander contract. Your move
will progress as your contract and closing progre3fiat way, when the day
comes to physically move your belongings, mosthefdetails will be taken care

| oOf.

Keep detailed records — some moving expenses ar& tieeductible!

Keep detailed records of all moving expenses ifrymove is job related. Many expenses, including
house-hunting trips, are tax deductible. If yousven is 35 miles or more from your home, you can
deduct your family’s travel expenses, including meand lodging; the cost of transporting furniture,
other household goods and personal belongings; daddhotel bills for up to 30 days in the new dity
you have to wait to move into your new home; arel ¢bsts associated with selling your old home or
leasing your new home.

Note: There is a ceiling on deductions which idlinad in detail in the IRS’s Publication 521, “Tax
Information on Moving Expenses,” available freenfrthe IRS offices.

UTILITIES - Make arrangements for canceling home utilisiesh as the following. Advise them
of your desired date for final reading and giventhgour new address for final billing. Request
deposit return if appropriate, and arrange for imi@i® service at your new address.
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Helping Children Cope with the Move

Show the children the new home and their new rooor po moving. If this is not possible,
pictures or videos will help them visualize whdreyt are going.

Assure children that you won't forget their friends
Make a scrapbook of the old home and neighborhood.
Throw a good-bye party. At the party, have theerfds sign a t-shirt.

Have your children write good-bye letters and eseltheir new address. You may wish to
call the other children’s parents so that they wiltourage return letters.

When packing, give your children their own boxed Bt them decorate them.
Start a scrapbook for your new home.
Visit your children’s new school, park, church,.et@ake a camera.

Help your children invite new friends over to yowew home.

10. Let your children choose a new favorite restaurdiftis will help them feel in control of

their new environment.

11.Encourage your children to send letters about theiv home to their friends.

12.Involve your children in groups, sports, and atied like the ones they used to participate in.

13.Remember, even if you only lived in a home fora fears, to a young child it is nearly

their entire lifetime.




New Home Checklist

M Heating System
[ ] Check filters every month.
[] Have annual system maintenance service done onthroefore the heating season.

M Electrical System
[ ] To prevent power outages, limit the number of apples plugged into one circuit.

M Air Conditioning

[] Check filters every month.

[ ] Have annual system maintenance service done onthroefore the air-conditioning season
begins.

[ ] Keep the condensing unit free of debris.

M Microwave

[ ] Do notuse pans or dishes that are metal or hatalliodrim.

[ ] Only use mild soap and/or baking soda to clearintiiegior. Abrasive cleaners or scouring pads
can damage the lining.

M Refrigerator

[ ] Clean the interior shelves, shell and gaskets eeeg months.

[ ] Once a year, clean the coils on the back or undéme

M Range/Oven
[] To avoid damaging the burners, do not use extgelaeavy cooking pots and pans.
[ ] If you have a self-cleaning oven, do not use ahgomethod to clean it.

M Dishwasher
[ ] Mineral deposits on the heating elements can el with vinegar.
[ ] Be sure dishes don't block or damage the spray arm.

M Garbage disposal
[ ] To clean the disposal, push a full tray of ice autheough it while running cold water.

[ ] Always remember to run water during use and fdeast 2 minutes after you finish. This
prevents stoppages.

M Washer/Dryer

[ ] Clean the lint screen after each load of clotheste®n dried and the unit is empty.
M Trash Compactor

[ ] Replace the deodorant supply regularly to prevents




Real Estate Glossary

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

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

Amortized Loan: a loan that is paid in equal installments durisgerm.

Appraisal: an estimate of real estate value, usually issosthndards of FHA, VA and FHMA.
Recent comparable sales in the neighborhood ismtist important factor in determining value

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

Assumable Mortgage: purchaser takes ownership to real estate enc@albgran existing
mortgage and assumes responsibility as the guaramtthe unpaid balance of the mortgage.

Bill of Sale: document used to transfer title (ownership) of BERIAL property.
Cloud on Title: any condition that affects the clear title to neadperty.

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

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

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

Easement: the right to use the land of another.

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

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




Escrow Payment: that portion of a mortgagor’'s monthly payment hieltrust by the lender to pay
for taxes, hazard insurance and other items asttheyme due.

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

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

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

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

Foreclosure: procedure whereby property pledged as securitg fibebt is sold to pay the debt in the
event of default.

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

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

Lease Purchase Agreementbuyer makes a deposit for future purchases obpgsty with the right
to lease property in the interim.

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

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

Mortgage: a legal document that pledges a property toghddr as security for payment of a debt.

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




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

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

Private Mortgage Insurance (PMI): seeMortgage Insurance Premium.
Second Mortgage / Second Deed of Trust / Junior Mégage / Junior Lien: an additional loan
imposed on a property with a first mortgage. Galhgra higher interest rate and shorter term t#han

“first” mortgage.

Settlement Statement (HUD-1):a financial statement rendered to the buyer ardrsalthe time of
transfer of ownership, giving an account of alldameceived or expended.

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

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

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




Home Buying Packet
Let's Adhere to the Plan

A successful real estate transaction hinges on rumaletails involving deadlines that must be noet s
that you can move into your ideal home as sooroasiple.

TO DO: DATE COMPLETED:

v' Loan Application:
(Application fee is due at this time).

v' Seller's Disclosure must be signed:

v Set inspection date and time:

v" Written notice due — all items from the inspection
that you wish to be repaired:

v" Negotiation of inspection repair items complete:

v Title Commitment due:

v" Insurance: (You areeguired to arrange for insurai
coverage and to inform your mortgage company of
your agent’s name and phone number).

v' Loan approval:

v Closing Date:

Please note: During the loan and home-buying psgogu will be asked to supply documentation,
respond to phone calls requesting information, daleedates into your calendar, etc.




