Your Credit History

Let’s find out about Credit!




Questions About Credit

® What is credit? e How do_you build
® Where does it good credit?

come from? e How do you fiX bad

e How do you credit? ,
establish credit? é

24
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What is Credit?

 Credit lets you buy something now for little or no
money out of pocket, and pay for it over time.

* Types of credit are Open-End and Closed-End

e Open-End (or revolving) e Closed-End credit is extended
IS credit on an ongoing on a one time, limited basis,
basis. like a car or personal loan.

o As you pay the balance o After you pay off the loan, you
due, credit up to the limit is must re-qualify each time you
available to use again. want a loan.

o Examples include credit
cards, store charge cards,
and home equity loans.
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Where Does Credit Come From?

Typically, Credit 1s granted by:

v'Banks
v'Department stores
v'Finance companies

v'Oil companies <+ are called Creditors:

v'Credit Unions, and
v Credit Card companies

Homebuyer Training Guide

These companies
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How Do | Establish Credit?
A Creditor looks at two things:

1. You and 2. Collateral (ifany)

A Creditor reviews you as a credit risk
using factors such as:

¢ Income

¢ Length of employment

s Length of residence

¢ Prior credit history

¢+ Amount of current debt

¢ Stability of your checking & savings
“* Number of dependents, etc.

Homebuyer Training Guide
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Alternative Credit

If You Don’t Have Any Credit Accounts You Can:

* Show the creditor you
are willing and able to
repay debts with proof
of alternative credit, like
paid utility bills and rent
payments.

Homebuyer Training Guide

* Show evidence of
debt repayment such
as cancelled checks
or copies of money
order receipts from
payment of bills and
other obligations.
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How You Establish Good Credit

Step 1

Apply for credit
gradually through retail
store credit cards, a
bank credit card, or a

Open a checking &
savings account
Deposit enough money

to cover all the checks
you write.

gas card.

Don’t apply for more
credit than you can
manage!

Be sure the funds you
deposit are in the
account a few days
before writing any
checks on those funds.

29
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How You Establish Good Credit
Step 2

e Make regular e Failure to repay the credit
payments as agreed 1s where most
e Every time you people get into trouble.

make a payment as Don’t make only minimum

agreed to your
c?editor y}(])uuare payments; it does very little

building favorable if anything to reduce your
credit. outstanding balance.

Consistently pay e Not paying on time will

all payments due, leave a black mark on your
on time. history, for a year or
longer!
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How You Establish Good Credit
Step 3

e Don’t assume you
have great credit
because you

e Make sure you
have credit when
you need 1t for a
mortgage or other
loan.

receive continuous
revolving credit
offers in the mail.

e You don’t want to
be denied due to
poor credit history
or overextension
of credit cards. 31
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How You Establish Good Credit
Step 4

e First determine how e If you can’t afford credit
much credit you can purchases, still
afford --15% to 20% concentrate on building
of your take-home- credit, but make most
pay is a good rule of purchases with cash.
thumb; but to be Most credit purchases

sure. .. should be paid off by the
end of the month.

Match the usetul life of

the item purchased with a
payment schedule that

pays off the item quickly. "

Homebuyer Training Guide 4/16/2008

e Decvelop a household
budget.




The Credit Report

The Credit Report only provides information.

The Creditor uses the information to determine if
you are a good or bad credit risk.

Each Creditor will analyze the information
differently in deciding whether to extend credit
to you.

Creditors also report their experience with you to
Credit Reporting Agencies.
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Credit Rep OI1l (Continued)

The 3 main Credit Reporting Agencies are:

- TRW 1-800-682-7654; 1-800-392-1122

- TRANS UNION Corporation (216)779-7200

- EQUIFAX 1-800-685-1111

Under recent laws enacted, you can get a free credit report
from them once per year. You can do this over the Internet or
by calling them.
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Cred |t RepO rt (Continued)

 Lenders order credit reports * Work with them to clear up
from Credit Reporting Agencies to any mistakes.

examine your credit history.
e [f you do have problems, see

 The report shows 1f you have if you can address them with a

paid credit timely and whether written explanation.

there are now — or ever have been

— problems. e Serious problems that can’t
be resolved, such as

* [f the report shows any bankruptcy or a judgment, may

problems, contact the Credit prevent you from getting a

Reporting Agency or Lender. loan.

35
Homebuyer Training Guide 4/16/2008



Ok, You Have a Questionable
Credit History, Now What?

e [t can take some time, but 1t can be fixed.

e Contact a hon-profit credit-counseling
agency or financial counselor.

e They can help you develop a budget/debt
reduction plan.

e If you work to reduce debt by making
regular payments on time for at least a
year, your credit will be improved.
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Non-Profit Credit Counseling

e T0 locate the nearest e Consumer Credit
CCCS agency write: Counseling Service

— National Foundation for — 1-800-388-CCCS
Consumer Credit 8611 2nd

Ave. Suite 100 Silver
Spring, MD 20910 or

— Phone: (301)589-5600
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The Credit Report

Some things included are:

What is NOT included in a
- Identifying Information credit report:

«Credit Information )

Public Record Information

*Inguiries .

Homebuyer Training Guide

Information on your race
Religious preference
Medical history

Your lifestyle

Personal background
Political preference

Criminal record
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Summary Time!

To this point in your training, you’ve learned:

+ How the pre-qualification process works

L)

« What information the credit report shows the
lender and how the lender will use it

« How to establish good credit, and fix credit
problems

Now let’s move on to the “Monthly Spending Planner™
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Budgeting

Y our Plan for Successful Home Ownership

In this area of our training we’ll go over a
Monthly Spending Planner that will help you
create a workable budget.

40
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Budgeting, The Secret To A
Better Standard Of Living

e With these tools, you’ll
discover your spending
patterns, and uncover
places where you can
save, or cut expenses.

e A budget 1s a written
plan listing your income
and expenses as close as
you can.

A budget 1s crucial to
using credit wisely and

If there 1s one reason
to meeting your financial
goals.

Like saving up for a
down payment or
making your monthly
mortgage payment.

why most tries at
establishing a budget
fail, 1t 1s the ““you must
cut expenses until it
hurts” frame of mind.

41
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BUdgEti NJ (continued)

e One of the most e For most households, the
challenging parts of a most obvious expenses
budget 1s not cutting are: mortgage or rent
expenses — 1t’s 1dentifying payments, utilities, food,
expenses! transportation, clothing,

Keep a detailed record of and entertainment.
all income and all Budgeting will improve

expenses, no matter how your financial condition
small. and may help you

This is an eye opening elimingte the possibility of
experience because you financial trouble in the
will see where your

money 1s really going.
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Budgeti NJ (continued)

e It is important for you
to set aside funds in
your monthly budget
for home maintenance.

e You will continue to
have a variety of
expenses.

e Budgeting for them will
help you 1dentify, plan
for, and manage the
costs mnvolved in
owning your home.

Homebuyer Training Guide

e It will also help you
plan for day-to-day
maintenance, along with
creating a plan for
financing major
Improvements.

The budget will also
help you allocate funds
for emergency
maintenance needs, like
a new hot water tank.
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Budgeti NJ (continued)

e It will take time to
develop your budget.

e You might have to
make some calls, do
research, and ask some
questions.

e You’ll have something

most home buyers lack:

a clear picture of the
price of being a

successful homeowner.

Homebuyer Training Guide

e Sct realistic goals.
e Use your willpower.
e Be flexible.

e Start a good system
of keeping records.

e This will enable you
to adjust your
spending to achieve
your dreams.
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The Monthly Spending Planner

Homebuyer Training Guide

A simple, yet effective
tool to help you get your
budget on paper.

The planner is divided

into 3 sections to help
you measure your
iIncome & expenses,
then compare the two of
them.
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Please refer to the
“Monthly Spending — Planner
Completion Instructions’”

You will see a picture of it on the
following screen >>>

46
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Monthly Spending Planner ~Completion Instructions

Section 1. Income

First youneed to add up all wour sources of income, inclading take-home pay (amount left after taxes & deductions), Social Security,
pensions, alimony, child support, workers® compensation, unemployment and disability payments received.

If vour e axnings are ivregular — for example, if wou are a salesperson and receive some or all of your income from commissions — it
might be harder to estimate wour income. If so, it is better to underestimate your income when wou set up your budget (W onthly
Spending Planners).

Section 2. Expenses
1. Howsing. Enter ywour current monthly rent in Column “A™ and your expected new mortgage payment in Column “B7. Find

out from ywour lender if taxes & insurance will be included in vour mortgage payment (escrowed). If thew are not, then you
are responsible for sending in these payments and wou must budget for and save enough money to pay thege amounts when
they are due. Enter these amounts on the appropriate line under Column “BE™.

Installment Loans. Automobile, forniture & appliance loans as well as any payments wou are currently making swd will be
making to finance comparies or any other installment debts need to be entered here.

Revolving Credit. Credit cards payments, such as Wisa or lasterCard, department store charges and arey other credit card
payments must be entered in this section.

Utlities. Enter your carrenf average monthly payment in Column “A7, and enter the amount you figure your average
monthly payment will be gffer yowr home purchase, for each tyrpe of utilitsr in Colamn “B7. & sk the current owner of he
house wou want to buy or utility companies to get an idea for these amounts, Check into going on a “budget” wtility plan if
the utility company offers one, which will help wou spread out the cost over a 1 2-month period.

Insurance. Enterthe amount of any direct premiums for applicable insurances you pay in Columns A7 and “B”. Don’t
include deductions from your paycheck for insurance coverages (such as health or derntal insurance).

Spouse/Child Care. Enter the amount of your currenf and new gifer-purchase expenses for alimony, child support,
childcare and school fees here.

Donations. Enter the amount of any donations ywou make to charity or to religious organizations in this section.

Dues. Union dues, youth group and professional organization dues can often be forgotten about orinchaded in
miscellaneous expenses, but they should be listed here.

Medical. Vou already entered health & dental insurance premiums above under # 5, Insurance, but you may have additional
health-related expenses not covered by insurance, like co-pays and deductibles. Doctor and dental bills, drags, hospital
payments, contact lenises and eveglasses are some of the items that fall in this area. Estimate a lump-sum amount for a ywear,
then divide by 12 to get the monfily expense amount you need to enter here.

. Subtetal Columns “A™ and “B*¥. Carry forwrard this subtotal to the top of page 2 of wour “Ionthly Spending Plannes™.

. Tramsportaton. CGasoline, oil changes, repairs & maintenance items for wou car need listed here. Also, inchade money you
sperud on public transportation such as buses, taxies, and similar expenses and include them in this section.

. Clothes. The amount yvou spend on clothing, uniforms, laundry, dey cleaning, hair appointments, cosmetics and toiletries all
need to be listed in this section.

. Household Operations. Furnace and air conditioner maintenance; carpet cleaning, landscaping/gardening; appliance,
electrical atud pluambing repairs; trash pickap; paint; cleating & paper supplies; tools; light bulbs;, fixares; hardware, eteo. —
ot anything else wou will use to keep up wour home needs to be included in this section. A good mile-of-thumb amount is to
figure about 196 of the wvalue of your property walue, annaally, to cover affer home purchase maintenance expenses.
Estimate an annuial amount, then divide by 12 to get a monthly amount to enter here.

. Major Improvements, Thiz section iz for foture budgeting, VWhen the titne comes, get estitmates from repuatable compatiies
who are bonded and insured that will be doing ywour work., Determine when the improvment needs done and then take the
total estithated cost and divvide it by the namber of months until wou will actually be doing the improvement. This will
provide ywou with a mosfhly amount to enter in this section.

. Professional Services. The setvices of an attorney may be meeded to help yrou with legal matters, like creating a will, etec.
Also, you may need the services of an accountant if wou aren’ familiar with tax codes and deductions. Talk with an
attornieswaccountant about the fees they charge for these services and enter that amount here.

16. Miscellaneous items. Costs associated with Sports, hobbies, entertainiment, wvacations and gifts should be entered here.
Don't trr and Ioang together too thany expenses it this categoryr; otherwize it will be too large and won't help wou plan,
17. Savings. Include savings bonds, bank accounts, credit unions, etc. that are not entered through payroll deductions.

Now enter the total of all Column “A” figures (current) and Column “B” (dfter Home Purchase) expenses.

Section 3. Income/Expense Comparison
Mowr let’s ook at the bottom line. Enter wou Tofal MNef meome from section 1. Income, and the Tofal Afer Home Furchase
expenses from Section 2, Column “B™.
If your Monthly Net Income is greater than wvour Afer Home Furchase monthly expense fofal, wour financial transition to
home ownership should be fine.
If your Monthly Net Income is less than vour After Home Furchase monthly expense fofal, you need to look at wour 47
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If You Have Time, Let’s
Briefly Review:

e Section |, “Income™

* First part of
Section 11, “Expenses”

Homebuyer Training Guide
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M onthly Netlncome:

MONTHLY SPENDING P

Round cents to th
Section 1. Incom

LANNER

e next highestdollar amount.
e

Include child support, alimony, foster care, unemployment compensation, Social Security,

seasonal employment

income, and com m ission income.

Paycheck | $1,900]+

EXPENSE ITEM

Paycheck | $820]+

Other |

s0]=1] $2,720]

Section 2. Expenses

MONTHLY PAYMENTS

Total Net Income

A.Current

B. After Home Purchase

1. HOUSING

I{XXXXXXXXXXXXXXXXXXXXXXXX]

KXXXXXXXXXXXXXXXXXXXXXXXXXXX

Rent/ M ortgage
Real Estate Taxes

Personal Property Taxes

$475
$0
$0

$883
$0
$0

2.INSTALLMENT LOA

N S

I{XXXXXXXXXXXXXXXXXXXXXXXX]

KXXXXXXXXXXXXXXXXXXXXXXXXXXX

Automobiles
Furniture/Appliances
Other Installment

$100
$0
$115

$100
$0
$115

3.REVOLVING CRED

1T

I{XXXXXXXXXXXXXXXXXXXXXXXX]

KXXXXXXXXXXXXXXXXXXXXXXXXXXX

VISA
M asterCard
Oher

$25
$0
$0

Oher

$0

Oher

$0

$25
$0
$0
$0
$0

4. UTILITIES

l{xXXXXXXXXXXXXXXXXXXXXXXX]

KXXXXXXXXXXXXXXXXXXXXXXXXXXX

Electricity
G as
Fuel Oil
Telephone
W ater/Sewer/Garbage

$25
$0
$0

$50
$0

$50
$0
$0

$50

$18

5.INSURANCE

I{XXXXXXXXXXXXXXXXXXXXXXXX]

KXXXXXXXXXXXXXXXXXXXXXXXXXXX

Automobile
Health
Life
Dental
Disability
Renters/Homeowners
M ortgage Credit L ife

$92
$0

$70
$0
$0
$0
$0

$92
$0

Convertannual, semi-
annualand quarterly
bills into a monthly
amount, because not
all bills come due
monthly. To calculate a
monthly payment for an
annual, semi-annual or
quarterly bill, first
determine the annual
amount then divide that
by 12. Example: Your
car insurance prem ium
0of $250 is due sem i-
annually (twice a year),
so the annual payment
would be: $250
(insurance premium ) x 2
(bills per year) = $500
(total annual) prem ium .
To budget for this
expense, each month
you need to set aside:
$500 total annual
premium =+ 12 = $42 a
month.

$70
$0
$0
$0
$ 0

6. SPOUSAL/CHILD CA

R E

l{xXXXXXXXXXXXXXXXXXXXXXXX]

KXXXXXXXXXXXXXXXXXXXXXXXXXXXI

Alimony/Child Support
Child Care
School Fees/Tuition

$0
$0
$0

$0
$0
$0

7.DONATIONS

I(XXXXXXXXXXXXXXXXXXXXXXXX]

KXXXXXXXXXXXXXXXXXXXXXXXXXXXI

Church
Charity

$0
$0

$0
$0

8. DUES

I(XXXXXXXXXXXXXXXXXXXXXXXX}

’(XXXXXXXXXXXXXXXXXXXXXXXXXXXI

Union
Organizations

$0

$0

$0

$0

9.

M EDICAL (notcovered by insurance)

I{XXXXXXXXXXXXXXXXXXXXXXXX]

KXXXXXXXXXXXXXXXXXXXXXXXXXXXI

Doctor/Dentist
Drugs
Hospital
SUBTOTALS
<

4

$20

$20

$10

$10

$0

$0

$982

$1,433

Excel




Together, let’'s now go over the
last part of Section Il -

“Expenses”, and Section Il -
Income / Expense Comparison

of the Monthly Spending Planner.
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EXPENSE ITEM
ITEMS 1-9 SUBTOTALS
10. TRANSPORTATION

Expenses (Continued)

MONTHLY SPENDING PLANNER

Section 2.

MONTHLY PAYMENTS

A.Current

B. After Home Purchase

$982

$1,433

l(XXXXXXXXXXXXXXXXXXXXXXXX]

XXXXXXXXXXXXXXXXXXXXXXXXXXXX

G asoline
M aintenance
Parking
Public Transportation

$60

§25
$0
$0

$100
$40
$0
$0

11. FOOD

l&XXXXXXXXXXXXXXXXXXXXXXXXJ

XXXXXXXXXXXXXXXXXXXXXXXXXXXX

Groceries
School/W ork Lunches

$200
$75

$200

$75

12.CLOTHING

l(XXXXXXXXXXXXXXXXXXXXXXXX]

XXXXXXXXXXXXXXXXXXXXXXXXXXXX

New Clothes
Dry Cleaning/Laundry
Uniforms/Required Items
Personal Care

$§50

$30
$0
$0

$§50

$30

$0

$0

13.HOUSEHOLD OPERATIONS

I’(XXXXXXXXXXXXXXXXXXXXXXXX]

XXXXXXXXXXXXXXXXXXXXXXXXXXXX

Reppairs/M aintenance
O ther:

$§50
$0

$86

$0

14. MAJOR IMPROVEMENTS

KXXXXXXXXXXXXXXXXXXXXXXXX:

Air Conditioning
Heating System
Appliances
Siding
O ther:

O ther:

XXXXXXXXXXXXXXXXXXXXXXXXXXXX

15.PROFESSIONAL SERVICES

$0

$0

$0

$0

$0

$0

KXXXXXXXXXXXXXXXXXXXXXXXX:

XXXXXXXXXXXXXXXXXXXXXXXXXXXX

Attorney
Accountant

§25

$25

Save your receipts!
During the next year,
save all invoices and
receipts to create a
picture of your
expenses. Build a
Reserve for living
expenses. As a
homeowner, it's
recommended that you
have 3-6 month's of
living expenses in
savings. To calculate
the amount you should
set aside in savings each
month, calculate 3-6
month's after home
purchase expenses.
Then figure out how
long it will take you to
save this amount. Then
divide the total after
home purchase living
expenses by that
number of months.

16. MISCELLANEOUS

l(XXXXXXXXXXXXXXXXXXXXXXXX]

XXXXXXXXXXXXXXXXXXXXXXXXXXXX

Clubs/Sports/Hobbies
Entertainment (Eating out, movies, etc.)
V acation
G ifts
Cable TV
O ther

§50
$§50
$100
$30
$0
$0

§50

$§50

$100

$30

$0

$0

17. SAVING S

l(XXXXXXXXXXXXXXXXXXXXXXXX]

XXXXXXXXXXXXXXXXXXXXXXXXXXXXI

Regular Savings
Christmas Club
College Fund
Retirement Fund
TOTALS

Section 3.

$500
$0
$0
$0

$300

$0

$0

$0

$2,202

$2,594

Total netincome (from Section 1, Income)

Total

Homebuyer Training Guide

after home purchase expenses (from Section 2, Expenses)

Income/Expense Comparison

$2,720

I $2,594 I

Excel
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Summary Time!

You’ve Now Learned about:

e Why it Is so important to establish a budget.

e Reasons, besides buying a home, that make it
Important to budget and save money.

e How to build a monthly budget using a
Monthly Spending Planner.

Now let’s move on to the “Home-Buying Process”
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The Home-Buying Process

e You’re now ready | e STEPS:

to buy a home. 1. What to look for in a
e Let’s talk about home;

the steps you need 2. How real estate

to take to shop agents can help;

for, select and 3. What to do before

make an offer to you make an offer;

purchase a home. and

4. How to make an
offer to purchase.
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Home Buyer Checklist

e Think carefully about e What you need is a
what you want in a good checklist to help
home. keep track of features

e There are so many things of each home you
to consider: Inspect.

1. Sales Price ® YhOU may alcrl‘eady knO\éV
2. Neighborhood the type and size you’
. like to purchase, but
3. Distance to work there are many other
4. Schools features you’ll want to
5. Shopping think about.
6. Bank locations
7. On and on

Let’s talk about some of those now!
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Home Buyer Checklist (continued)

e [eatures to consider
before buying a home:

1. Plumbing

Heating

Electrical systems
Are these up to code?
Closet space

Roof condition
Number of bedrooms

- [l
~8

N o o B~ w N
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Take the checklist with you
when you go looking for a
house.

e [t will help you compare,

side-by-side, the different
features of up to 3 different
houses.

Without the checklist, you
might forget specific details
about each house, after you
have looked at several.
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The Checklist

With the other handouts we have provided you
today, you will find the Home Buyer Checklist.

- The checklist identifies Iimportant factors to
consider when choosing a home.

Please place it next to you now. Your
Instructor will briefly go over it with you.
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Real Estate Agents

e While looking for a
home you’ll likely want
to involve a real estate
agent.

These agents work on a
commission.

Their fee 1s based on the
selling price and 1s paid
by the seller.

Understand that the
agent usually works for
the seller.

Homebuyer Training Guide

Agents can be helpful
because they:

Know the market;

Belong to a multiple
listing service that
publishes directories
of houses for sale;

Usually have
information about
schools, taxes, water
& sewer fees, public
transportation; and,

Other services.
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Real Estate Agents (continued)

e Your agent will consult ® You can ask a friend or

the multiple listing relative;
directory and determine  © You can meet agents by

which properties meet going to open houses;
your specifications. ® You can contact real

estate firms that are

e He or she will arrange to advertising properties that

show you these houses. you are interested m.

e There are a number of e Usually, 1t 1s best to
ways you can find a real consult one agent & work
estate agent: with them until you find

the home you want.
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Real Estate Agents (continued)

e Here is how the e During the “listing
process works: period”, the agent will

e The seller “Lists” try to sell _the property
the home with the by advertising and

agent and agrees to having open houses.

pay the agent a e The “Listing Period™
commission if the varies, but usually Is 6
house is sold. months or more.

e If a different agent finds
a buyer, the two agents
will “split” the
commission.
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Deciding To Buy

e Look at several houses e Do your homework;
betore deciding to buy; o peck out the taxes,

e It 1s important not to school system, cost of
buy too quickly just utilities, quality.of
because you’ve waited a ;

community servicesy(like
fire & police) and any
other things that will affect

long time;

e [f you’ve found the
neighborhood you like,

try to get a feel for real your life;
estate values, or prices. e When you find a home
_ _ you like, take some time to
_ Youare making a big think before you make ‘an
Investment; make an informed

decision! offer to purchase.
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Offer To Purchase

v When you are ready to v When you are ready to
buy, you’ll meet with the make the offer, get a
real estate agent and copy of the state’s form
complete the Offer to from the agent and look

it fully.
Purchase form together. 1L OVEL LAttty
Have the agent, or your

Y ou may want to write attorney, thoroughly

your offer with the help explain every item on
of an attorney. the form so that you

An Offer to Purchase &%%?}S,gal?greexactly

includes detailed, committing to before
complex information, so you actually make the
1t 1S not recommended to offer in writing!

try this by yourself.
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Making The Offer

There Are Many Things That Influence The
Amount You Offer:

How much you have to spend;

How much you really want the house;

How many other buyers are interested in the home;
How bad the seller wants to sell;

How much work might need to be done on the house;
How the property compares with other similar ones.

It Is rare to offer the seller’s asking price, but you may be
In competition with other interested buyers.
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Contingencies:

e Common contingencies:

e Contingencies are
conditions that must
be met or you will not
be required to 1%0
through with the
purchase contract after

the seller accepts your
offer.

e Most buyers make
their Offer contingent
upon their being able
to obtain mortgage
financing. Without
this contingency, you
could lose your
earnest money.
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1.

2.

3.

Getting a satisfactory home
ispection;

Obtaining a termite/pest
Inspection;

Getting good well andiseptic
system tests;

. Requiring evidence the

property meets building &
safety codes;

. The appraisal reflecting a

value not less than the
offering price;

. Getting an attorney’s review of

your Offer to Purchase.
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Home Inspections

e Don’t confuse a home

inspection with an
appraisal.

An appraisal 1s an
estimate of value
prepared by a
professional appraiser.
A home Inspection Is an
examination of the
property to determine
structural and
mechanical systems.
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e You should probably

include a home
Inspection contingency
in your Offer to
Purchase.

Y ou have the optien to
withdraw your offer it
the mspection shows
major problems that
neither you nor the
seller 1s willing to fix.

Y ou may want to have
the inspection done
before you apply for a
loan.

64
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Home Inspections (continued)

e Generally, it is your e A qualified home inspector
responsibility as buyer to pay has training in engineering,
for an independent home architecture or
Inspection. construction.

The inspection provides you You may want to look for a
with valuable information about person who is a member of
the structural and mechanical the American Society of
condition of the house. Home Inspectors (ASHI) .

Things like foundation, e All ASHI members must
electrical, roof, furnace, subscribe to the society’s
plumbing, water supply, attics, code of ethics & do annual
Insulation, etc. continuing education.
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Earnest Money (Deposit)

e \When you make your e If the sale happens, the
Offer to Purchase, be earnest money (your deposit)
prepared to make a IS subtracted from the
deposit (earnest amount you owe the seller

money). at closing.

This money is held by If the seller rejects your
the real estate agent in offer, or if one of your

an escrow account to contingencies is not met,
show good faith on your earnest money should

your part that you are be returned.
sincere about buying.
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Counteroffers

e The seller has the option to accept your offer, or reject
it and make a counteroffer.

e For example, the seller may counter with a sales price
somewhere between the amount they were asking for
and the amount you actually offered.

e They may want to change or delete some of your
contingencies.

e If you receive a counteroffer, you have the option to
accept or reject it — or make another counteroffer.
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Summary Time Again

We have covered the following:

e Preparing to buy;

e Using the Home Buyer
Checklist;

How Real Estate Agents
can help;

For whom the agent
works;

e \What contingencies are;
e Types of contingencies;

Now let’s learn about

getting your home loan!

Homebuyer Training Guide

You should have an
attorney review your offer
to purchase;

e \What counteroffers are;
e Importance of getting a

home Inspection;

Problems you might
overlook if you don’t have a
professional inspection;

Who pays for the home
Inspection.
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