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Information Every Home Buyer Should Know
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Introduction

Buying a home can be both difficult and intimidating if the home buyer is not aware of

the options that are available. Most home buyers have many questions in the beginning:

How do I start the process? Can I afford a new home? How and where do I check my

credit report? How much will my mortgage payment be? How do I find a good real estate

agent? How many different types of loans are there? When do I begin house hunting?

There is an endless list of questions, all of which need answers. Without this information,

a barrage of problems can occur. Some are as follows:

Purchasing a home that does not suit your needs

Committing to the wrong type of loan package

Contracting under the wrong type of interest rate for your loan
Paying too much for your home

Overlooking serious tax liabilities

These are just a few problems that home buyers have experienced. The process can be

even more confusing for first-time home buyers. In this paper, RADA Mortgage presents

information that every potential home buyer should know before purchasing a house.



About RADA Mortgage

RADA Mortgage is a subsidiary entity of the Raleigh Area Development Authority, Inc.,
a 501 c(3) not for profit community economic development organization. Its primary
focus is to increase homeownership, particularly for first time home owners. Assisting
potential buyers achieve property ownership is rewarding, and adds to the economic
development of the community. Given the organization’s focus on first time home
buyers, RADA Mortgage also offers first-time home buyer’s seminars. The seminars
cover a broad range of information regarding home ownership and prepares individuals
and families for the home purchasing process.
RADA Mortgage offers the following products and services to meet the challenge of
purchasing your home:

= 15- & 30-Year Market Rate & Below Market Rate Mortgages

= Rent Option Mortgage Programs

= Rehabilitation Loan Programs

= Flexible financing for borrowers with credit weaknesses

= Loansup to 100% LTV

= Down Payment Assistance Programs

= No credit scoring in some instances

= Flexible Ratios

= Minimal Closing Costs

RADA Mortgage provides viable solutions to home buyers.



The Home Buying Process

Getting Started

The process begins with knowing where to start:

Knowing if you are ready to buy a home (steady source of income, money saved,
credit scores, etc.)

Comparing purchasing a home with other options (e.g. leasing or renting-to-own)
How mortgage lenders will decide the maximum loan amount they can lend
Selecting the right real estate agent for your needs

Determining your home ownership needs

Locating the Perfect House

Potential home buyers should be aware of issues to address while searching for their

dream home. Some of these issues are as follows:

Deciding upon the right community (consider schools, hospitals, utilities,
community resources, etc.)

Information about the property tax for that community and other tax issues
Present value of the potential home and other homes in the neighborhood
Selling value of homes in the neighborhood

What to look for when viewing a home

What questions to ask when viewing a home

Keeping track of the homes viewed



Home Ownership Necessities
Once the home buyer locates the house he or she wishes to purchase, there are several
subjects the home buyer will want to discuss. These topics vary as the follows:
= Home inspection and other types of inspection; who’s qualified to inspect your
home and how much should that cost?
= Environmental concerns (e.g. lead poisoning, flood zone location, power lines)
= Necessity of a lawyer; contract negotiations and loan closings
* Homeowner’s insurance
= Home warranties
= Mortgage insurance

* Making an offer

General Financing
General financing questions also are important tools to understanding how financing
works. Mortgage lenders should provide all information which will affect any decision
the home buyer will make about the proper mortgage package. The following subjects
should be addressed:
= Definition of a mortgage and how it is calculated
= Define “Loan to Value”
= What types of loans and interest rates are available & their advantages/disadvantages
=  Down payments
= Monthly payments

=  Escrow accounts



First Steps
First steps to secure the loan by the home buyer are important. Mortgage lenders should
explain these steps to the home buyer in simple terms. They will discuss the details about
the necessary documents the home buyer will need, how the home buyer may pre-qualify
or get pre-approved for a loan (and how those options differ), and how the home buyer
may obtain his or her credit report and credit score. The mortgage Lender should guide
and advise the home buyer every step of the way about any problems the home buyer
may run into with the credit report e.g. from improving your rating or score to correcting
incorrect information or errors on your credit report. Some tips that the home buyer
should be aware of through the lending process are:

= Be sure to read and understand ever ything before you sign anything.

= Refuse to sign any blank documents.

= Accurately state your income.

= List past employers, addresses and contact information for the past two years.

= Detail all assets: real estate owned, investments, cash in bank accounts, etc.

= Accurately report your debts and/or liabilities (including past-due taxes).

= Do not change your income tax returns.

= Be truthful about your credit problems; past and present.

= Do not provide false supporting documents.

Closing
The mortgage lender should inform the homebuyer about what to expect after applying

for the loan and all closing procedures:



Final walk-through examination
Fees included in closing costs
Procedures on closing day

Documents received on closing day



Do’s & Don’ts for First-Time Home Buyers

Below are some significant “do’ and don’t” tips for first-time home buyers provided by

Kendra Todd, successful real estate broker of the Florida-based The Kendra Todd

Group. These are areas where most home buyers, whether first-time or not, can run into

trouble:

DO:

Sit down with a mortgage or lending professional and get pre-qualified to
determine what price range the home buyer should comfortably stay in. Do
this before you even start looking. Don't worry about getting pre-approved at
this point; you can do that when the home buyer find a house the home buyer
want to make an offer on. Right now, all you are trying to do is figure out
what you can qualify for and how much home you can afford.

Work on your credit rating. When you ask a mortgage broker to pre-qualify
the home buyer for a loan, you will learn your credit score, if you don't know
it already. If it's below 700, you have some repair to do. The lower your
score, the higher your interest rate will be on your mortgage. Don't waste
your time with for-fee credit repair companies; instead, look at steps like
paying off credit cards and student loans, paying your bills on time, and
getting a copy of your credit score to correct obvious errors.

Figure out how much home you can comfortably afford. Just because you
can qualify to buy a $350,000 home doesn't mean you should if it will make
you a slave to your mortgage. Look at your monthly housing expenses, total

monthly obligations and gross monthly income and decide on the smartest



purchase price for you. If you stay in a conservative price range, you will be
able to buy but also comfortably make your mortgage payments and enjoy
your home.

Do your homework on the area: crime, schools, businesses moving in and
out, etc. Learn what the region is like.

Work with a Realtor. Despite the profusion of Realtors in the past few years,
the best are truly professionals who can guide you through the maze of legal
matters and documents involved in buying a house. Get referrals and hold
your Realtor to a high standard. And remember that the seller pays the
commission, so working with a Realtor costs you nothing but can help you
save money and find the right home.

Do a home inspection. Always insist on a home inspection before you
finalize your purchase contract, and make sure it's by a certified inspector
that the home buyer hires and pays for. You want your inspector to be your
advocate.

Do read the contract carefully and have a professional review it. Today's real

estate contracts are incredibly complex and a few words can change the nature of

a deal.

DON'T:

Let mortgage brokers or lenders talk the home buyer into "creative
financing" like negative amortization or graduated payment adjustable rate
mortgages. Rates are rising and such loans can leave you owing more on the

house than it's worth.
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Work from a verbal contract. Verbal agreements have no legal standing
whatsoever. If you make an offer, make it in writing. If the seller accepts, get
a contract.

Let the seller hire the appraiser. Your lender should hire the appraiser,
because the lender wants to protect their investment and that's how you will
get a fair valuation on the home.

Become overwhelmed by your emotions. It's exciting to find a good home,
but slow down and make analytical decisions. If the house isn't what you
want or you detect shady dealings, be ready to walk away. There are always
more houses.

Get stuck in a bidding war. With the entire inventory on the market, there's
no need.

Give a deposit directly to a seller. Always use a third party like an attorney or

a title company.
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Conclusion & Summary

Home buyers should be well-informed and equipped with all the essential
information to make home purchasing an easy, exciting and memorable experience.
The home buying process includes:

= QGetting started

» Locating the home buyer’s dream house

= Steps and procedures to take once the home buyer locates a house

= Answers to all questions about general financing

* Finding the right type loan for the home buyer

* Informing the home buyer on what steps to take to secure the loan

= (Closing procedures and what to expect
Following this process will result in a happy home owner, which will add to both the
social and economic development of a community. Seeking knowledge and
information about the home-buying process will result in the homebuyer making a
wise decision which will result in satisfaction with his/her lifestyle. Remember, the

home buyer’s property is indeed an investment into his/her future.
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