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From the Heart...






. . . Life Skills for Today





By Sharon L. Benedict MS, CLC

First Home Buying Tips
Home/Vehicle/Possessions Series

Francois de La Rochefoucauld, French author and moralist of the 17th century, asks us look beyond our first dream house before buying.

“Before we set our hearts too much upon anything, let us examine how happy those are who already possess it.”
So, before you begin to visit all those gorgeous open house models, visit friends and family who have gone before you with their first home buying adventure. What you will hear and discover can be a real eye opener! Then, if you are still excited about your first dream home, start working on these nine steps to buying your first home offered by the US Department of Housing & Urban Development (HUD) (http://www.hud.gov/buying/index.cfm):
Step 1: Figure out how much you can afford


What you can afford depends on your income, credit rating, current monthly expenses, down payment and the interest rate. 

· Use the HUD calculator online to get a glimpse into how much home you can afford along with visiting a lender to see real numbers
· Buying vs. Renting—which option is best for you at this time in your life.

· How much of a down payment and/or closing costs can you afford? Check out HUD links to home buying programs.

· HUD sponsors housing counseling agencies throughout the country that can provide advice on buying a home, renting, defaults, foreclosures, credit issues, and reverse mortgages. 
Step 2: Know your rights


Check out fair housing rights and responsibilities, RESPA requirements, borrower’s rights, and predatory lending fraud. RESPA is a HUD consumer protection statute requiring that consumers receive disclosures on closing costs and settlement procedures at various times in the transaction and outlaws kickbacks that increase the cost of settlement services. This statute helps you become a savvier home buying consumer.   

Step 3: Shop for a loan


Save money by doing your homework. Take the time to look for the best mortgage; shop around. Talk to several lenders, compare costs and interest rates, negotiate to get a better deal. Consider getting pre-approved for a loan. Check out FHA loans and interest-only ones. 

Caution: When buying a house, you must decide if an interest-only mortgage payment (an I-O mortgage or an adjustable-rate mortgage-ARM—with the option to make a minimum payment is right for you. 

Lenders have a variety of names for these loans, but keep in mind that with I-O mortgages and payment-option ARMs, you could face "payment shock." Your payments may go up considerably, even double or triple, once the interest-only period ends. “In addition, with payment-option ARMs you could face negative amortization. Your payments may not cover all of the interest owed. The unpaid interest is added to your mortgage balance so that you owe more on your mortgage than you originally borrowed. Be sure you understand the loan terms and the risks you face. And be realistic about whether you can handle future payment increases. If you're not comfortable with these risks, ask about another loan product.”
Step 4: Learn about home buying programs


In addition to HUD's mortgage insurance programs, there may be programs sponsored by your state/local government or other organizations. Go to the HUD website and select the state that interests you. HUD has a number of programs such as Good Neighbor Next Door (formerly known as Teacher/Officer/Firefighter), Next Door Hurricane Evacuees discounted sales, Homeownership for public housing residents, and Indian Home Loan Guarantee Program (Section 184). 

HUD also recommends FHA loan programs that offer lower down payments, lower closing costs, easier credit qualifications, and are a good option for first-time homebuyers, fixer-uppers, energy efficient improvements, financial help for seniors, even those who want to purchase a manufacture or mobile home. 
Step 5: Shop for a home


You can utilize HUD links in your choice of real estate agents, fill out the pdf “Wish List” and Home-shopping Checklist, and links to homes for sale. You can also learn the facts and the pitfalls of fixer-uppers & home improvements. If you have an interest in either purchasing a manufactured/mobile home, there are additional links, basic tips and cautions. 

If you are thinking about building a home, there are things you need to know—i.e. Minimum property standards, Do's and don'ts of land sales, and resources for consumer agencies, and choosing a homebuilder. 

Step 6: Make an offer


Discuss the process with your real estate agent. If the seller counters your offer, you may need to negotiate until you both agree to the terms of the sale. Your purchase contract must be in writing. Oral contract are unenforceable in court. Real estate purchase contract forms are not "standard"; each one is unique. Some states have certain forms or terms that must accompany residential sales contracts. Yet, you can add terms you want as the buyer or seller. Some essentials to study online (summarized from HUD external link):

· Consider who wrote the form—Many of the forms prepared by the National Association of Realtors have hidden clauses which are anti-seller, anti-buyer or both. They are written with the primary goal of getting the sale closed. 

· Don't be afraid to cross out the printing you don't like—Just because something is printed on a purchase contract doesn't mean you must accept it. Either cross it out or modify and initial the change to meet your wishes. Don't hesitate to take the form to your attorney—preferably an experienced real estate attorney for advice. 

· A confused mind says "no"—Buying a home is confusing enough, but reading and understanding the purchase contract plus other required paperwork can be overwhelming, many say "I want to think it over." They are really saying they are either overwhelmed by the complexity of the forms or they don't understand something and are reluctant to admit it. 

· Start with a good printed residential contract—Virtually any printed residential purchase contract can be easily adapted to include all the essentials of a fair agreement for both buyer and seller. 
· Watch out for forms with the printed name of the realty brokerage in the contract—Read these forms especially carefully because they may be very pro-agent. Some of these contracts obligate the parties to use brokerage-affiliated services such as for mortgages, homeowners insurance, termite and/or professional inspections, legal, title insurance and escrow services. Look for hidden fees in these brokerage-prepared agreements, such as a fee to the broker for "document preparation" in addition to the sales commission! 

Step 7: Get a home inspection


Make your offer contingent on a home inspection. An inspection will tell you about the condition of the home, and can help you avoid buying a home that needs major repairs. The home inspector does not estimate the value of the house. However, the inspector will:

· Evaluate the physical condition: the structure, construction and mechanical systems. 

· Identify items that should be repaired or replaced. 

· Estimate the remaining useful life of the major systems (such as electrical, plumbing, heating, air conditioning), equipment, structure and finishes. 

There are ten questions to ask your inspector (details on HUD website):

1. What does your inspection cover? 
2. How long have you been practicing in the home inspection profession and how many inspections have you completed? 
3. Are you specifically experienced in residential inspection? 
4. Do you offer to do repairs or improvements based on the inspection? 
5. How long will the inspection take? 
6. How much will it cost? 
7. What type of inspection report do you provide and how long will it take to receive the report? 
8. Will I be able to attend the inspection? 
9. Do you maintain membership in a professional home inspector association? 
10. Do you participate in continuing education programs to keep your expertise up to date? 
Step 8: Shop for homeowners insurance


Lenders require that you have homeowners insurance. Be sure to shop around to potentially save hundreds of dollars a year. Remember, flood and earthquake damage are usually not standard on homeowners policies (www.floodsmart.gov). Find out 12 ways you can lower your insurance costs at http://www.pueblo.gsa.gov/cic_text/housing/12ways/12ways.htm. 

Step 9: Sign papers


You're finally ready to go to "settlement" or "closing." Be sure to read everything and review the many helpful HUD links & checklist before you sign on the dotted line! 

Then, congratulations are in order! Now, you have the privilege of taking care of your castle!
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