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INTRODUCTION

V

The successful completion of this program may entitle you to a reduction of the cost

of mortgage insurance, and in certain cases assistance with your downpayment and/or

closing costs. The objective of this program is to help answer the many questions you

will have about the home buying process. Below is a summary of each of the four

modules for this program.

Module
Stresses the importance of budgeting for the
downpayment, and the importance of budgeting after
you purchase your home.

Module H

Outlines how to locate your home, and the advantages
of working with the real estate agent. This module also

explains the purchase contract, offers, and contingencies

by pointing out the steps involved when negotiating the
price.

Module III

Focuses on selecting a lender, various types of mortgages,

and the processes involved in securing a loan including

the application and pertinent information that must be
provided to the lender. This module briefly explains how

qualifying criteria is evaluated by the lender. It also
discusses Fair Housing Laws and RESPA requirements.

Module IV

Covers the steps involved in the closing process, the
final step in the homebuying process. It also highlights
the additional responsibilities associated with
homeownership, and it provides tips on performing
periodic inspections and repairs to avoid major repair
costs.

The material in your Guide includes valuable
information, exercises, and activities for you to apply the

concepts and knowledge you acquire.



OBJECTIVE

V
Many would be homeowners are scared away because of a process they feel is

complex and intimidating. One way to minimize the fear of the homebuying
process is to provide clear and consistent information and high quality
guidance for buying a home. The objective of this guide is to educate you on the

homebuying process. When you complete this program, you will have a good
understanding of:

How to budget and save for a down payment

How to find a home and make an offer

How to apply for financing

What takes place at a closing

How to establish a post purchase budget
Why it is important to maintain a home

Group exercises and activities are included to involve you and to help
you apply the principles you will be learning.

Using The Participant's Guide

This Guide is designed to help present the FHA Homebuyers Education and
Learning Program (HELP). The Guide serves as a "roadmap" to its objective
with the Facilitator showing the way. The more interactive the class is with the

Facilitator's presentation, the more you will enjoy the learning experience.

Homebuyer Education and Learning Program Schedule
Each of the four Modules of this program will be presented in five hour and
thirty minute sessions. At the end of each module, you will be asked to
complete an evaluation form. The form is located on the last page of the
Module in your Guide. Your feedback is important to measure the success of
the program.
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BUDGETING FOR YOUR HOME PURCHASE

Our daily lives have become so busy that the American family is generally

accustomed to "buying" rather than "shopping". When we do not take the time

to shop for the best value, generally the cost is higher. This buying mode has

made many of us "impulsive" spenders.

An impulsive spender is one who purchases an item without giving
any thought to the significance of the purchase. A family that develops this
type of spending pattern is less likely to save money. The family lives from
paycheck to paycheck. Sometimes that paycheck does not stretch far enough,

and then it becomes, "borrowing from Peter to pay Paul". Even if there is a
desire to buy a home of their own, it seems out of reach, because they don't
have the money for the downpayment or closing costs.

We want to help you understand your own spending habits and give
you guidance and tools to work with to accomplish your dream of owning your

own home.

Are you a"buyer"or a"shopper"
There is a simple technique to help you control impulsive spending and better

manage your money. This simple technique is called: "Budgeting your money!"

What does "budget" mean to you?

Now lets talk about ways to help you look carefully at your "real" spending
habits and discuss "budgeting".

Some of you may already be familiar with the budgeting process or how to
budget, but others may not understand the concept of a budget. A budget is
simply a plan for spending and saving money.
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In the corporate world, companies MUST budget their income properly to
make a profit and keep their spending in line with the income the company
receives. These budgets are generally prepared annually, with quarterly and

sometimes monthly reviews.

The budget provides a direction for the way company money is to be spent. By

budgeting, a company can realize a savings of money which results in a profit

that can be distributed to the investors/stockholders, as dividends.

In a family or household, a budget generally includes your salary and expenses

and needs to be reviewed and adjusted more often than quarterly. A monthly
plan and review is recommended. For some of you that are just learning to
budget, a weekly plan and review may work best.



Where to begin?

How can a budget help you?

A budget is a written log of how your money is being spent. It allows you to
see your total income and where that income is going. Budgeting may seem
hard for some of you because it requires some planning and a desire or
determination to follow the budget.

How to budget
Gather family members togetherand allow them to each express their ideas
about how the money is to be spent.

Set realistic goals. Goals set too high are not attainable.
Develop flexible goals. Allow room for change. Many events can happen in
a short period of time that can change or alter your goals.
Be specific in writing your goals. Make sure all family members understand
the goal in a clear and concise manner.

Setting goals and prioritizing them is a very good place to begin on the
budgeting process. You cannot decide how to get somewhere if you don't know

where you are going. So, let's begin by deciding where we are going.

What is a "goal"?

Some of you may already understand the importance of setting goals. It is
always recommended when setting a goal, that you write it down on paper.
The fact that you have put the goal in writing and can look at it and examine it,

makes it real. In the corporate world, company goals are the ideals of what they

want to accomplish during a year. Once they have determined their goals, they
then must prioritize the goals to determine what is most important.

10'



CASE STUDY #1 XYZ DELICATESSEN

V

XYZ Delicatessen's owners need to make a decision on renewing the lease on
their store location. They have located a new space that looks more appealing

to them, but the rent would be higher. Their current landlord is willing to
renew their lease at the same rate for the next year, but they really like the

other space better.
Their current space has provided them a good income with a profit, so

they have been able to put money into a savings account. When they reviewed
their savings balance, they decided they could afford to improve their deli
equipment by buying a new oven.

Just as the old lease expired, the refrigerator that holds their drinks
broke down. They are faced with having to replace it. Since most of their
savings were used to purchase the new oven, they are a little short on cash in

savings.

Question: Should they ignore the refrigerator problem, not replace it and go

ahead and lease the new deli space?

OR
Should they buy a new refrigerator and wait another year before

they move into new space?

THIS IS CALLED SETTING YOUR PRIORITIES. WHICH IS MORE IMPORTANT

1) The refrigerator?

or
2) The new store space?

XYZ Deli owners determined that if they moved into the new space without a

refrigerator for drinks, they would not make as much profit as before. If their

profits went down, then they might not be able to afford the new store space.

They had set priorities

Their greatest priority was making a profit. It would be better for them to buy

the new refrigerator and wait for one year before looking at new space. At the

end of one year their oven and refrigerator would still have a long life and they

would have extra money in the savings account that could help them with the

moving expenses of a move to a new location.



The next step in the budgeting process is: Prioritize your goals. This process
helps you "plan" for the most important projects.

THERE ARE TWO (2) TYPES OF GOALS:

1. SHORT RANGE GOALS

2. LONG RANGE GOALS

It is best to have both of these goals.

Short range goals

Generally, you will prepare a short range goal for the period of time covered
with each pay check you receive. If you get paid weekly, the plan will include

all your expenses and income for one (1) week; if you get paid bi-weekly, the

goal will include all your expenses and income for two (2) weeks, etc.

List 10 short range goals:

1) 6)

2) 7)

3) 8)

4) 9)

5) 10)

Your short range goals may include things like:

pay your rent

pay utilities

buy weekly food

pay weekly child care

buy weekly gasoline

Each of these goals occurs in a short span of time and many of them may be
recurring.You will include these short range goals in your working budget.
Many of you have set short range goals, even though you may not have realized

what you were doing. A goal doesn't change whether it is a mental thought or a

written statement. It becomes much clearer and more realistic, however, when

you have taken the time to write it down. As you can see, in order to meet your

short range goals, you need a job that provides you an income to pay for those

goals.

12 EST COFff AVAZIABILS

9
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Long range goals

Your long range goal will span sometimes only one (1) month, six (6) months or

could span one (1) year or more. Your long range goal is determined by how
long it will take you to accumulate the money to meet the goal. There are
variables that enter into that decision. How much does the goal cost? And how

much are you setting aside each pay period to work toward that goal?

List 10 long range goals:

1. 6.

2. 7.

3. 8.

4. 9.

5. 10.

Your long range goals may include things like:

buy house

buy new clothes

buy furniture or appliances

buy car

pay off bills

education

vacation

The long range goals, however, require not just an income, but also a plan for

money to be accumulated to pay for these goal items. A savings account
provides the avenue to accumulate this money. The savings account becomes a

line item in your budget process. Saving money is generally, the only way
individuals, today, are able to accumulate the funds required to purchase a
home.

Now that we have talked about short and long range goals. Lets work
on prioritizing those goals.
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List your short range goals in order of priority:

1)

2)

3)

4)

5)

6)

7)

8)

9)

10)

List your long range goals in order of priority:

1)

2)

3)

4)

5)

6)

7)

8)

9)

10)

14



CASE STUDY #2 MURRAY FAMILY

Janet and Sam Murray are a young newly married couple. They both have
graduated from college and are living in an apartment. Currently, they both
have jobs. They have.been thinking about buying a home, but do not think they

have enough money in their Bridal Registry Account to cover the full cost of a

downpayment and closing costs.

They need to evaluate their income and expenses to:

1. See if they can afford a home

2. Determine how they could add money to their Bridal Registry
Account to save enough money for a downpayment and closing costs

They have just finished a wonderfully prepared meal and have sat down with

all their payroll check stubs and bills to discuss the possibility of purchasing a
home. During their discussion, Janet quickly realized she and Sam had different

ideas. She was getting confused, so they agreed that they first needed to
determine some goals. They each wrote down their goals and prioritized them.

Sam's Goals:

1. Buy a new car - Sam was driving the same car he had in high
school and college. It was getting old and needing frequent
repairs.

2. Pay off college debt - Sam had to borrow money to finish college.

He was now obligated to repay that loan.

3. Buy a home

Janet's Goals:

1. Buy a home

2. Buy new living room furniture

3. Reduce income taxes - Since Sam and Janet both work, live in an

apartment, and have no children, Janet thought they were paying

too much in income tax.

It didn't take long for them to see that they shared some of the same goals, but,

in reality they needed to negotiate to see how all of their goals could be met.
They then decided to take a look at their income and expenses.



Sam graduated from college with a degree in Chemical Engineering. He

got a job at Bama Pie Company. He was doing very well at his job and felt he
had job security, since Bama Pie makes all the pies for the McDonalds fast food

chain and had recently landed a new, very big contract with Pizza Hut Corp. to

make their pizza dough. Sam's salary is $38,000 per year, paid on the first and

fifteenth of the month.
Janet also graduated from college with a degree in accounting and got a

job with Williams Companies. She passed her Certified Public Accountant
exam, which allowed her to get an immediate increase in salary. Janet is making

$35,000 per year and also gets paid on the first and fifteenth of the month.

Sam's Income: Janet's Income:

Gross: 3,166.67 Gross: 2,916.67

(Soc. Sec. Tax) 242.25 (Soc. Sec. Tax) 223.13

(Fed. Tax) 886.67 (Fed. Tax) 816.67

(State Tax) 221.67 (State Tax) 204.17

(Health Ins.) 100.00 (Health Ins.) 100.00

(Profit Sharing) 150.00

Net Salary 1,566.08 Net Salary 1,572.70

Sam's Mo. Net: 1,566.08

Janet's Mo. Net: 1,572.70

TOTAL

MO. NET 3,138.78
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Monthly expenses:

Apartment Rent 500.00
Food 600.00
Car Insurance 125.00

Clothing 200.00
Auto 250.00
Phone 100.00
Entertainment 200.00
Gasoline 150.00
Medical 50.00
Cash 200.00
Credit Cards 300.00
needs

Loan Payment 150.00

TOTAL EXPENSES 2,825.00

all utilities paid

1-car/liab. only

1-car/full coverage

maintenance/repairs

both parents live away

medicine

$2,000 balance for household

$15,000 balance college loan



MURRAY FAMILY WORKSHEET

V

Six month budget plan

Total net monthly income:

Budget
Category

Month
1

Month
2

Month
3

Month
4

Month
5

Month
6 TOTAL

Housing

Utilities

Food

Car Insurance

Clothing

Auto
Maintenance

Phone

Entertainment

Gasoline

Medical

Cash

Credit Cards

Loan Payment

Child Care

Miscellaneous

TOTAL



CONCLUSION - MURRAY FAMILY

V

Murray Net Income: $ 3,138.78

(Less) Expenses: 2,825.00
Net Sayings $ 313.78

Sam and Janet have $300 per month they can save for a downpayment and
closing costs. They have a balance of $1500 in their Bridal Registry Account.

At a savings rate of $300 per month, they could add $3600 to their account
giving them a total of $5100 in a year.

Their credit cards will be paid off in seven (7) months at the rate of
$300 per month, which would give them an additional $300 per month for
savings.

Sam's college loan will take approximately eight (8) years to pay off at

the rate of $150 per month. Sam and Janet both agreed that they should leave

the college loan payment at the $150 and let it pay itself off at that normal time,

because the interest rate on that loan was lower than they could earn on their
money in a savings account. After taking a look at their budget, goals, and
priorities, it became clear they could negotiate some of their goals and both be

happy with them. They divided their goals into short range and long range
goals. Their goals for the next six (6) months were the following:

1) Pay cash for all purchases

2) Have their credit cards paid off in six months

3) Add $300 per month to savings

Their long range goals:

1) Continue to pay $150 per month on Sam's college loan and not

be concerned about the time it would take to pay it off, because it

was at a low interest rate.

2) When the credit cards were paid off, add that $300 per month

to the savings account.

3) At the end of one (1) year have a savings balance of $6,600.

4) Start looking for a home to purchase after one (1) year of

following their budget and meeting their goals.



By evaluating their income and expenses, they knew they could afford to buy their own
home as long as the price was within their housing budget amount. They knew that by
following their budget and meeting their goals, they could afford the down payment and

closing costs for the purchase of a home.

However they also realized that unless they were very disciplined and followed
their budget, they would not be able to purchase a home in one (1) year.

20



CASE STUDY #3 HERNANDEZ FAMILY

Juan and Rita Hernandez have been married six (6) years. They have two (2)
children and do not plan to have any more. Juan and Rita own two (2) Duds
and Suds Laundromats. Their business is doing very well. They purchased
their business shortly after they were married and at that time, they were
determined to make sure the business was successful before starting a family.

After three (3) years in the business, their cash flow was established and they
both felt comfortable with having a family.

From the beginning of their marriage, they learned to negotiate and
compromise for what they wanted. They lived with Juan's parents from the
start of their marriage. This arrangement allowed them to put all of their
financial resources into the business. They were both working much of the
time and the living arrangement worked very well for them. After having their

two children, however, the home of Juan's parents was feeling cramped and too

small. Juan's father died shortly after their last child was born. Juan is an only
child, and his mother is older and not in good health, so he feels very
responsible for her care. Rita and Juan decided it may be time for them to
purchase a home of their own. They discussed the move with Juan's mother.
Because of her health problem, Juan believes it would be best for them to
purchase a home large enough for their family of four (4) with additional space
for his mother to live with them. To purchase a home large enough for all of
them, the cost of housing will increase. Juan's parents had their home paid for,

so to purchase a new home will have a major impact on the family's housing
costs. Juan's mother makes it perfectly clear that they should sell her house and

use the money from the sale to apply to the purchase of their new home. With

that offer, Juan, Rita, and Mom sit down to discuss their family finances to
determine how much they could allow in their budget for the increased
housing expense.

Juan and Rita pay themselves a monthly salary from their business.
Their net income is $42,000 per year. Juan's mother is retired and has a

retirement income of $15,000 per year. Mom Hernandez has offered to
contribute her retirement income to the household budget.

Juan & Rita's Net Monthly Income: $3,500.00
Mom Hernandez's Net Monthly Income: $1,250.00
Total Net Monthly Income: $4,750.00



Monthly Expenses:

Utilities $200.00
Home Maintenance 300.00 Includes Insurance & TaXes

Food 750.00
Car Insurance 0 Their car is a business expense, so

they pay for the car insurance through

the business account.

Clothing 300.00
Auto Maintenance 25.00 Much of their auto maintenance is

charged to the business account.

Phone 30.00
Entertainment 400.00
Gasoline 25.00 Most of their driving is deducted as a

business expense.

Medical 700.00 Mom Hernandez is on several

different and expensive medications.

She also has to be tested the clinic

every month.

Cash 400.00
Credit Cards 200.00
Loan Payment 300.00 Car payment

Child Care 400.00
Miscellaneous 200.00

TOTAL

EXPENSES $4,230.00
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CASE STUDY #3 HERNANDEZ FAMILY WORKSHEET

Six month budget plan

Total net monthly income: $4,750.00

Budget
Category

Month
1

Month
2

Month
3

Month
4

Month
5

Month
6 TOTAL

Housing

Utilities

Food

Car Insurance

Clothing

Auto
Maintenance

Phone

Entertainment

Gasoline

Medical

Cash

Credit Cards

Loan Payment

Child Care

Miscellaneous

TOTAL



CONCLUSION CASE STUDY #3 HERNANDEZ FAMILY

V
Hernandez Net Monthly Income: $4,750.00

(Less) Monthly Expenses: 4,230.00
Net Savings: $ 520.00

Upon evaluating their net savings, Juan, Rita and Mom decided they would
have to make some adjustments in their lives if they were going to purchase a
new home. They were looking at buying a newly built home, so their initial
maintenance would be less than on their current older home. Their utilities
would stay about the same, since they were looking at a larger home, even
though, it would be more energy efficient, the size would make up the
difference. The $520 plus $300 maintenance would allow them a monthly
payment of $820. This monthly payment would have to include the hazard
insurance and real estate taxes. They also realized how much they were
spending in miscellaneous, cash, and entertainment and thought that if they
wanted a new home, they could cut down on some of their frivolous spending

and have more money to apply to a new house payment. They decided to limit

their entertainment spending to $300 per month; out of pocket cash spending

to $200 per month; and if they were not spending as much on entertainment,
then their monthly child care expense would also automatically decrease. They

decided to discipline themselves to not spending more than $350 per month on

child care.

With these reductions in their spending habits, they could have added

flexibility of $350 per month to apply to a house payment or expenses of
buying new items for their new house. They now could look at up to $1170
per month in a house payment.

They called a realtor to list their house immediately, and began looking

at plans and specifications with a builder to get the exact house they wanted.



PERSONAL INCOME AND EXPENSE SHEET

V

INCOME: Wage earner 1

Weekly

Bi-Weekly

Monthly

TOTAL

WAGE EARNER 1

WAGE EARNER 2

TOTAL INCOME

Wage earner 2

EXPENSES: Weekly Monthly

Housing

Utilities

Food

Insurance

Clothing

Auto Maintenance

Phone

Entertainment

Gasoline

Medical

Cash

Credit Cards

Loan Payment

Child Care

Miscellaneous

TOTAL

TOTAL INCOME:

(less) TOTAL EXPENSES:

NET INCOME

AVAILABLE FOR SAVINGS:



PERSONAL BUDGET WORKSHEET

V

BUDGET PLAN FOR WEEK OF:

1997

TO

Net monthly income:

Budget
Category

Month
1

Month
2

Month
3

Month
4

Month
5

Month
6 TOTAL

Housing

Utilities

Food

Car Insurance

Clothing

Auto
Maintenance

Phone

Entertainment

Gasoline

Medical

Cash

Credit Cards

Loan Payment

Child Care

Miscellaneous

TOTAL

26
"
t. <,.



SIX MONTH BUDGET PL AN

V

NET MONTHLY INCOME:

Budget
Category

Month
1

Month
2

Month
3

Month
4

Month
5

Month
6 TOTAL

Housing

Utilities

Food

'Car Insurance

Clothing

Auto
Maintenance

Phone

Entertainment

Gasoline

Medical

Cash

Credit Cards

Loan Payment

Child Care

Miscellaneous

TOTAL

27



KEYS TO SUCCESSFUL BUDGETING

y
1) Basic decisions should be made which involve the entire family

concerning how the money will be spent, who will actually pay the

bills, and who will maintain the budget.

2) Develop your own spending plan-suited to your family's income, needs,

goals. Don't try to follow others.

3) Decide what your family's most important goals are. Your money
should be spent for those things which mean most to your family's
welfare and happiness.

4) Plan ahead for the whole year...only in this way can you have a true
picture of where you are going and how well you are following your

financial plan.

5) Include all your income and all your expenses. Plan according to what

your income is now not what you expect it to be.

6) Keep good records but make the procedure as simple as possible.

7) It is important that you track and record most every penny spent in
order to control spending habits.

8) As a homeowner, it is extremely important that you include reserve
accounts for home maintenance in your budget plan.

9) Pay yourself first by developing a personal savings plan. Try to save
10% of your income. If you can't manage 10% right away, try to save a

smaller amount, but do so regularly.

10) If at the beginning, you fail at times to stick to your budget plan, dorit

give up; stay with it. You will succeed if you are determined.

11) Review your plan once a month. Analyze expenditures and alter the
plan if you feel adjustments would improve the workability of your

budget.



ARE YOU AN OVERSPENDER?

V

If you feel your finances control you instead of you controlling your finances,
ask yourself the following questions. If your answer is "yes" to the majority of
these questions, you may want to consider altering your current spending
habits.

1) Are you still paying bills from purchases made a year ago?

2) Do you use credit cards even when the purchase is small and you have
the cash?

3) Is your checking account frequently overdrawn?

4) Do you race to the bank to deposit your paycheck before the checks
come in?

5) Have you stopped having, or adding to, a savings account?

6) Do you sometimes wonder why you made a particular purchase?

7) Do you feel out of control" when faced with a buying decision?

8) Do you "juggle" payments to keep creditors satisfied?

9) Are your credit accounts usually at the maximum credit line?

10. Do you ever feel free to spend more after clearing up a debt?

11. Are you surprised at how much interest you pay creditors annually?

12. Do you hope that your children will handle money better than you do?

13. Would a small reduction in your income or an unusual expense force
you to neglect your obligation to creditors?



BUDGET QUESTIONS

V
Upon completion of your budget worksheet, here are some questions to think
about. You and your spouse or significant other should discuss these questions

together.

1. What are the biggest items in your budget?

2. How much are you saving each month on your current budget?

3. How could you save more money? What expenses could you cut or reduce?

4. In what ways do you see your financial picture changing in the next year?

In the next five years?
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SHOPPING FOR YOUR HOME

V

The most exciting phase for the homebuyer is finding the right house. For most

families, buying a home is the largest single investment they will ever make.

Selecting the right house takes a lot of thought and careful planning. Many

factors play an important role in determining the right place for you to live.

The first step in selecting a home involves asking yourself the following
questions:

Where will the home be located?

What community amenities are important?

What type of house? single level, two story, duplex, condo, etc.

Is adequate transportation available?

Convenient to shopping?

Quality and location of schools?

For most families, their wants far out weigh their needs when it comes to
buying a home. It is unlikely (but not impossible) that the homebuyer's dream

house will be easy to locate, so flexibility is required in searching for a suitable

house. It is important to remember that special or unusual features in a

property usually increases the price.



SECTION I SELECT THE RIGHT NEIGHBORHOOD

V
Where would you like to live? To answer this question take a few minutes and

write down your answers to the questions below:

Where do you work?

Do you drive to Work?

Do you need public transportation?

How much time are you willing to spend going to and from work?

Get a map, find where you work and look at the neighborhoods you are
considering and determine the amount of time you are willing to commute. If

you need public transportation get a bus schedule or a rail map of the local
systems, to see which neighborhoods they service. For example: If you can
spend an hour traveling each way to work and you need public transportation,

look at areas one hour's ride from your work. If you can spend an hour driving

each way to work, look at neighborhoods that you can drive to in an hour.
Don't waste time searching for a house in'areas that you cannot reach or that

are too far away from your job site.

EVALUATING NEIGHBORHOODS

The location of the home is important from both a buying and a future selling

standpoint. Usually a potential homebuyer will sacrifice features in a home to

live in a more desirable neighborhood. The conveniences and amenities
available are critical in evaluating neighborhoods. Some people want to be near

their place of employment, churches, or shopping. Schools, parks, and
recreation may be more important for some people. For others the need to be

near public transportation or have easy access to freeways and interstates may

be a top priority. There are several things that almost everyone looks for in a

neighborhood:

Adequate police and fire protection

Reasonable real estate taxes

Well-maintained appearance



In addition, to finding a neighborhood that is right for you, there are some
things you might want to check into more thoroughly such as schools, safety

and the costs. Some suggestions for you to consider:

SCHOOLS

Call the neighborhood school and ask if you can visit

Talk to friends and co-workers about the schools in the area and ask about

the after school programs

SAFETY

Visit the neighborhoods you are considering in the day and night time

Look for signs of illegal activities, especially at night

Look for things that may indicate a high crime area, such as bars on doors
and windows, security alarm signs, private or community security patrols

Visit the local police station and find out the crime statistics for that area

TAXES, AND HAZARD INSURANCE COSTS

Call the tax assessor's office or ask a real estate agent how much are the
property taxes for that area

Call an insurance agent and find out the average cost of hazard and car

insurance premiums for that neighborhood

The Neighborhood Checksheet is to help you decide what's important to you.
However, you should consider the things that may not be important to you
because they may be important to the value of your property if you decide to
sell. Before you start, it might be a good idea to make copies of this checksheet

so that you can use them while you are house hunting. You should use it to rate

what is least or most important about the neighborhoods you are viewing. For
example, if the church of your preference is in the neighborhood, you may rate

it as a 3.
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Least important = 1

NEIGHBORHOOD CHECKSHEET

Important = 2 Most important= 3

Schools 1 2 3

Day care 1 2 3

Parks/recreation facilities 1 2 3

Churches 1 2 3

Hospitals 1 2 3

Police Station 1 2 3

Fire Station 1 2 3

Library 1 2 3

Shopping Center 1 2 3

Hardware 1 2 3

Grocery Store 1 2 3

Community Center 1 2 3

Transportation 1 2 3

Other (Write in things that are

important to you.)

1 2 3

1 2 3

1 2 3

Total Points

Once you have finished viewing neighborhoods, total your points and the one

with the most points should be the neighborhood of highest consideration.

SELECTING A REAL ESTATE AGENT

The majority of home sales occur through the services of a real estate
representative. There are two basic types: the seller's agent and the buyer's
agent.

Most real estate transactions involve a seller's agent. Their primary job

is to market the home for the seller and find a buyer. The seller enters into a
contract with the seller's agent to sell their home. This creates a business



relationship in which the agent is working for the seller. The seller's agent will

also list the property on the Multiple Listing Service (MLS). MLS is a
multiple listing system that provides information on homes currently listed for

sale with participating Realtors. The goal of the seller's agent is to sell the
property for the highest price possible. The agent's loyalty is to the seller, with

whom he/she has a contract. In some instances the seller's agent will also be
the buyer's agent.

A buyer's agent and the buyer enter into a contract in which the agent
agrees to work in the buyer's best interest. If a buyer chooses to work with an
agent when the contract is signed, the buyer agrees to work exclusively with
that agent. The buyer's agent is often paid by the seller, and in this case, the
seller's agent splits the commission.

A real estate agent can provide you with helpful information
concerning a neighborhood, such as how, and why the neighborhood is
changing, and by comparing the real estate activity to other neighborhoods.

A real estate agent can recommend you to a mortgage Lender,
professional home inspector, attorney, insurance agents, title companies and
escrow agents. They can help with information on community based housing
services.

Most agents have access to a variety of homes through the Multiple
Listing Service. This means that you can get in touch with any real estate agent

working in the area in which you want to live, and that person can help you
look for a home on a wide scale, in any community. Usually, there is no cost to

you for the services they provide.

You should feel comfortable working with the real estate agent,
because it can take months before you find the house you want to purchase.
The real estate agent is looking for something that suits your individual needs

and tastes, and this will happen sooner if you have a good relationship.

One way to find a real estate agent is to get the name of the real estate
firm that appears on a for sale" sign you see as you look around a
neighborhood. You want a real estate agent who knows the neighborhood. You

can also just walk into a real estate agent's office or ask for a referral from
friends and relatives. Talk to the real estate agent about the kind of house you

are looking for in your price range. The agent should be able 6 tell you if there

are any homes like that in your price range in that area. A simple calculation to

determine the price of the home you can afford can be easily determined by
multiplying your annual gross income by 2.5.
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Example: annual gross income $30,000 x 2.5 = $75,000 priced home.

If you are moving out of state, an agent in your area may be able to
recommend an agent familiar with your new location. Normally, the agent at
your former location can make referrals to agents in other areas. Many real
estate firms have sophisticated referral programs which will list houses
available. In most instances, these agencies can provide a list of available
properties prior to you relocating.
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SECTION II HOUSE HUNTING

V

HOUSE HUNTING RESOURCES

It is important for home shoppers to know how to find houses that are available

for sale in the community which they have elected to buy. There are many
different resources available to the home shoppers. The following are a few of
those resources:

Most local newspapers have daily classified ad sections which feature
area homes for sale. Real Estate firms often advertise homes that are for sale

in newspapers. Usually weekend editions have expanded coverage and
often indicate "Open Houses" which are being conducted in the area.
Newspapers also list "For Sale By Owner "or "Builder" ads in the classified

section.

The Real Estate Shopper Guide are specific real estate magazines which
typically feature selected homes for sale in an area. These are usually
printed weekly or monthly, and are often available in vending machines,
grocery stores, convenience stores, and banks. Real Estate Shopper Guides

are helpful because they generally have full color pictures and detailed
information about the homes for sale in the local area.

The homebuyer can drive through an area and find "For Sale Signs" in front

of houses that are available. This is also a good way to spot unadvertised
"For Sale By Owner" properties. Homebuyers should let friends and
relatives know of their plans to purchase a house. Sometimes through
networking homebuyers can find homes before they come on the market
and are available to the public.

The Department of Housing and Urban Development (HUD), and the
Department of Veterans Affairs (VA). Both HUD and VA offer acquired
properties for sale to the general public. The homebuyer should understand that

these homes are usually sold "as is", and often are in need of repair. The homebuyer

may have difficulty finding a lender that will allow financing for both the purchase

and required repairs for these properties.

Local lending institutions may have foreclosed homes in their inventory.
Interested parties should contact the lender's Real Estate Owned (REO)
office to find out if any are available. In some cases Lenders may be willing to

offer homebuyers special financing incentives in order to sell these houses.

Many local municipalities confiscate property for delinquent taxes. These
homes are often auctioned monthly or quarterly and sold to the highest
bidder. Information on available properties can usually be obtained from Tax

Assessment Departments or from Community Development Departments.
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Estate Auctions- Many times when someone dies with no heirs, or files
bankruptcy, the property is auctioned off and sold to the highest bidder.
Homebuyers who may be interested in estate auctions should be aware that

buying a house at an auction usually requires an immediate closing. If the
homebuyer is financing the purchase of the property he/she may need to be

approved for a mortgage before bidding on the house. In many cases, these

sales require that the purchase be made in cash.

Owners of Record- Sometimes homebuyers may find homes that are
obviously vacant, but not advertised for sale. Interested parties should find

out who the owner is by contacting the local land records office. Sometimes

writing the owner and informing him or her that you are interested, can
result in a sale.

In some areas, non-profit housing agencies and foundations have been
established to develop or renovate housing and make it available for low-to-

moderate income families. Homebuyers should check with the applicable

state housing agency to see if such programs are available in the desired
communities.

Other Places - Call the State Housing Agency for a list of their properties

for sale. If you see a house that looks vacant, call the local land records office

to get the name of the owners. If you are successful in reaching the owners,

you may be able to buy the house at a reduced price.

EXISTING VS PROPOSED/NEW CONSTRUCTION

Existing or resale homes are the most common type of sales. Proposed/new
construction is a valuable resource for locating a home. In the case of proposed

construction, certain financing programs offer assistance with the down
payment and other costs, which can be gained through sweat equity. The
borrower's labor may be considered as the equivalent of cash if the borrower
can demonstrate his or her ability to complete the work in a satisfactory
manner. The lender must document the contributory value of the labor
through either the appraiser's estimate or through a cost estimating service.

However, delayed work, clean up, debris removal and other general
maintenance cannot be included as sweat equity. There can be no cash back to

the borrower in these transactions. Sweat equity on a property other than the
property being purchased is not acceptable. Compensation for work
performed on other properties must be in cash and be properly documented.

ISST
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If materials are furnished by the borrower, evidence of the source of funds used

to purchase and the market value of the materials must be provided. The sales

contract must indicate the tasks to be performed by the homebuyer during
construction.

FINDING A HOUSE

First time homebuyers are often eager to buy a house and frequently fail to take

the time to do a thorough job of evaluating each prospect. The average
homebuyer looks at approximately 16 to 25 homes before selecting one to buy.

Homebuyers should be well prepared for each viewing so that features of
various homes are not confused and the possibilities narrowed. Below is a list
of "things to remember" when the homebuyer tours each house:

Take a tape measure, flashlight and camera

Take down notes about the features of each room
Use the flashlight to see into dark area, such as the attic or basement

Check for water damage and inquire about recently repaired area

Find out what is included in the purchase price and what is not. Some
sellers will include some of their appliances, others will not

Measure the room sizes: This will be beneficial in determining the amount
of space a buyer may need

Inspect the interior and exterior items

Take pictures of each house if possible and the surrounding homes. The
pictures can be valuable later as the homebuyer narrows the purchase
possibilities

Take a look around the neighborhood because it is just as important as the
house and property

Ask the seller or agent questions about the condition of the roof,
appliances, heating and cooling systems, electrical and plumbing systems to

determine if the house and property have been well maintained

When you look at houses, use the Homebuyers Checksheet below to keep
track of their features. It is easy to become confused after looking at a number

of houses. Prior to viewing the property, identify your needs on the checksheet.

As you view each property, be sure to include the property address, asking
price, yearly taxes and any features that it has. This will allow you in the
comfort of your home to perform a comparative analysis on each property.
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y
Address:

H o m e b u y e r s c heck she et

Asking price: Yearly Taxes:

Features Needs Has

House
Older

Newer

Traditional

Contemporary

One-Story

Two-Story

Split-Level

Garage

Other

Interior
House Size

(square footage)

# Bedrooms

# Bathrooms

Kitchen Size

Living Room Size

Family Room

Dining Room

Laundry Room

Floors/Floor Covering

Exterior
Exterior Type

Landscaping

Porch

Deck

Large Yard

Mechanical Systems
Heating and A/C Type

OTHER

OTHER



HOUSE INSPECTION LIST
41

What To Look For:

stains on basement walls

moss, mildew, or stains on lower siding

stains or mildew on underside of roof

soggy areas in yard

eroded areas in walkway or driveway

roof that sags in the middle

walls that curve in and out

windows or doors that look crooked

porches that lean or sag

diagonal cracks above doors and windows

slipping or shifted foundation

floors that feel spongy or uneven

inside doors or windows that don't fit

houses that are built on wood posts or sill beams on ground

very high heating or air conditioning bills (ask the owner if you can look at
the bills)

leaking plumbing, especially the main water line (turn on the water and look at

the pipes)

main electrical service that is too small (turn on lots of lights and appliances

at the same time to see if they blow a fuse or circuit breaker)

extension cords running a long way

odd smells, such as sewer gas

lack of insulation in attic (there should be thick insulation on the floor or ceiling)

signs of termites or ants

old flaky paint on sills or trim

flaky paint on the outside

floor covering that is worn in large areas

siding that is wavy or spongy underneath

roof cover that is seriously worn or has many layers

It is important that you take the time to do a thorough job of evaluating each
property before making a decision to buy.
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THE REAL ESTATE PURCHASE CONTRACT

Real estate purchase contracts will vary from location to location. If the
homebuyer is working with a real estate agent, the agent will probably use the

standard contract that is approved by the local Board of Realtors. Since real
estate agents handle the bulk of real estate sales transactions, they generally use

purchase contracts that provide both buyer and seller protection.
Whether using a real estate agent or handling the purchase agreement

on your own, there are a number of items listed below that should be included

in the purchase agreement:

The full legal description of the property - found on title policies, surveys,

or public records in the county recorders office. The street address should

also be included.

The amount of earnest money - a purchase offer is usually accompanied
with an "earnest money" deposit. This money serves to assure the seller
that the buyer is making an offer in good faith and that you mean business.

Because the seller will take his home off the market once a purchase offer is

signed, the earnest money offers her/him some protection if the buyer
backs out of the deal. The seller will weigh the offer to see if it will result in

a successful sale.

The amount of earnest money given is totally at the buyer's discretion. The

earnest money is usually placed with a real estate broker or deposited in an

escrow account. If the buyer proposes a small amount of money, the offer

may not be considered. On the other hand, if the buyer deposits a customary

amount of earnest money, it indicates the sincerity of the buyer's intentions

to purchase the home. If for some reason, the buyer changes his/her mind,
the seller may be entitled to keep the earnest deposit. The contract should

clearly_state under what circumstances this money will be refunded. At the

closing on the house, the full amount of earnest money will be counted as a

credit toward the amount of money needed by the buyer.

The offer to purchase is usually valid for a limited time from the date of the

offer. If the seller is out of town or unavailable, the buyer may want to
extend this acceptance period.

The buyer should find out as much as possible about the sellers from their real

estate agent. Accurate information is the key to price negotiation when making

an offer. It is helpful to know if the seller is really motivated to sell the property.

You should also ask the seller or seller's agent questions about the house and



property. The condition of the appliances, heating and cooling systems, roof,
the electrical systems and plumbing systems will help determine if the house
has been well maintained. The prospective buyer should disclose as little as
possible to the seller or his/her agent. For example, the buyer can be at a
disadvantage if the seller discovers that the buyers lease is about to expire or
has expired. Enclosed is a sample Real Estate Purchase Contract. Review it for

familiarity. The real estate agent will assist in filling out the contract when an

offer is made. (Review the Real Estate Purchase Contract located in the Forms
and Work Sheet Section of your Guide.)

CONTINGENCIES

The purchase offer may include contingencies in addition to the amount of
money that you are proposing to pay for the property. Contingencies are
conditional events which must happen in order for the buyer and seller to
conclude the transaction. All details of the contingencies should be listed in
written form on the purchase offer. Some typical contingencies include:

The buyer's ability to get a specific type, amount and rate of financing.

The buyer's ability to complete the sale of a present home before a certain
date.

The seller's agreement to let the buyer move in prior to closing.

The seller's agreement to make certain repairs.

The items of personal property which may stay or go
Appliances

Window coverings

Ceiling fan

NEGOTIATING OFFERS

The amount of the offer should be determined after considering the factors
listed below

The typical sales price of homes in the area which have approximately the

same features as the home selected. The buyer can obtain this information
by reviewing recent sales transactions at the local courthouse or with your
real estate agent

The condition of the house and any repairs, or improvements needed. The
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offer can acknowledge these items, and be adjusted depending on whether

the buyer or the seller will correct them

The amount of money that the homebuyer is pre-qualified to finance
The availability of similar homes in the area in the desired price range

How long the house has been on the market. In many cases if the house has

been listed for sale for an extended period of time (3 to 6 months), the seller

usually is willing to entertain offers less than originally expected

Has the price already been reduced? If the price has already been reduced,
this is usually an indication that the seller is willing to accept less than
originally intended
Is the seller considering other offers at this time? If the seller has several
offers on the house now, and this is the house the buyer is really "sold" on,

he has to make an offer that is closer to the asking price.

You cannot rely on the real estate agent for assistance in determining what to
offer unless the agent is a buyers agent. Remember, in most cases, the agent
involved is obligated to get the highest price for the seller. Often, sellers are
willing to negotiate their asking price. This is not a hard and fast rule; seller
flexibility on the sale price is based on many factors. Some sellers are firm in
their asking price and the real estate agent may tell the buyer this. If the buyer

can't get the seller to come down to an acceptable price, perhaps the seller will

make some additional improvements to the property if the buyer agrees to buy

at the seller's price.

Some buyers prefer to "bluff" the seller by offering a price that is well

below what they are actually willing to pay. Though this strategy can
sometimes pay off, it will occasionally backfire if the seller gets insulted and

refuses to negotiate. It is better to be fair and reasonable.

The seller's agent usually knows what price the seller will ultimately
accept for the house. The seller's agent may tell the buyer that he or she knows

the seller will not accept the offer. Although the agent has a good idea of what

conditions will make or break the deal, he or she is legally obligated to present

all offers to the seller.



COUNTER OFFER

Once the buyer is satisfied that he/she has included all contingencies in his
offer, the real estate agent presents it to the seller. At this point, the seller has
one of three options:

Acceptance The seller can accept the buyer's offer with no change or
modification.

Rejection The seller can refuse the buyer's offer altogether. There may be
several different reasons why the offer is unacceptable. Ifa real estate
agent is involved, he or she may be able to provide the buyer with the
seller's objections. If the buyer has the ability and the willingness to
resolve the objections he/she may address each and present a new
offer.

Counter To The Counter Offer The seller may be in agreement with most of the
buyer's offer, and may be willing to negotiate. When making the counter
offer the seller would indicate any changes proposed to the buyer's
original offer. Once the buyer has received the seller's counter offer,
he/she then has the options to accept, reject, or counter the counter offer.

It is likely that the buyer and seller will bargain over the fine
points. An offer can be renegotiated several times in the form of
counter offers. It is important, however, that the buyer knows when to
quit. The buyer must have the ability to meet all conditions once an
agreement is made.

The homebuyer should not be discouraged if the offer is not
immediately accepted by the seller. Almost all real estate transactions

go through the counter offer process. The negotiating process can be
nerve-racking, but it is usually well worth the buyer's time and effort in
order to get the best price! A buyer's agent can be very helpful to the
buyer during the negotiating process. The agent will help the buyer
determine the amount of the original offer (not too high, not too low)
and will understand the finer points of negotiating a real estate offer.
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SECTION III PRE-PURCHASE INSPECTIONS

y
A pre-purchase, general home inspection involves visual examination of major

building systems and components. The intention of the pre-purchase general

home inspection is to provide the buyer with useful information about the

condition of the residence and identify major deficiencies in the home's

structure, its systems and components.
A home inspector is a professional who has been trained to examine

the visual condition of residential properties and determine if they are free from

discoverable major mechanical (heating, pluming, electrical, etc.) or structural

(walls, roof, foundation, etc.) deficiencies.

A Professional Home Inspector will tell you if the roof or heating
system will soon need major repair or replacement, and whether the electrical
and plumbing systems are functioning properly. The inspector will let you
know whether the major mechanical/structural systems are in overall
satisfactory condition.

A Professional Home Inspector will locate discoverable major
mechanical/structural defects and suggest repair methods. There are no
problems of this type, mechanical or structural that cannot be remedied.
Professional Home Inspectors are generalists, much like medical general
practitioners. They know how the home's many systems and components
work, both independently and together, and they understand how and why
they fail. You should expect a permanent report of your inspection-either
written, or video taped. The report should describe the condition of the home

at the time of the inspection based upon the inspector's visual observations.

Professional Home Inspectors throughout the country are generally
expected to follow the Standards of Practice established by the American
Society of Home Inspections (ASHI). The "Standards of Practice" are
guidelines that specify the components of a home to be included in an
inspection: the heating and air conditioning systems, the plumbing and
electrical systems, the roof, gutters and down spouts, attic, visible insulation,
visible drainage systems, walls, ceilings, floors, windows, doors, garage,
foundation, basement, etc.

The inspection is important and strongly recommended because you
learn how to maintain the home you have chosen and you become an informed

buyer. You should know about the home prior to buying and making that



investment. By following the inspector, by observing and asking questions, you

will learn a great deal about your new home and how to maintain it. This
valuable information will serve you for many years after you move in. The
inspector is paid by the person who selects the inspector and orders the
inspection. The buyer selects the inspector and pays the inspection fee directly
to the inspector.

How TO SELECT A QUALIFIED, PROFESSIONAL HOME INSPECTOR

The key professional qualifications of a Professional Home Inspector are
experience, standards, and ethics. You should not leave your search until the
last minute. Interview a Professional Home Inspector as soon as you find the
right house.

Here are some important questions to ask:

Is the inspector a Certified Member of the American Society of Home

Inspector?

How long has the inspector been in business as a Professional Home

Inspector?

Is the inspector specifically experienced in residential inspections?

Does the company do any repairs or improvements or make referrals to

those who do? Such offers and/or referrals constitute an apparent conflict

of interest and would be grounds to reject the inspector.

How long will the inspection take? (The average is 2 to 2 1/2 hours).

What will it include? (Get specifics.)

What will it cost? (The national average is $250.00).

Does the inspection include a permanent report: written, video taped, etc.

Does the inspector encourage the client to attend the inspection? This is a

valuable educational opportunity and he/she should welcome the client

along.

Does the inspector participate in continuing education programs to keep

his/her qualifications current?
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REVIEW QUIZ I

V

1) Name two key factors that a homebuyer should consider in selecting a home.

2) What are four things that a homebuyer should look for in a
neighborhood?

3) Identify four resources that are available to assist a homebuyer in
finding a house in a specific community.

4.) What is sweat equity?

5) Name five things that should be remembered while touring a house.
Why are they important?

6) Name the two basic types of a real estate representatives.

7) Why is a professional home inspection important?

8) What is MLS?

9) List five key things to remember when you are preparing to tour a house.

10) What calculation is used when determining the price home you can afford?

11) Give a brief description of five items that should be included in the

purchase agreement.

12) List three factors that should be considered when negotiating an offer

to purchase?

13) What are contingencies?

14) What is a counter offer?

15) What is a counter to a counter offer?
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SECTION I- SHOPPING FOR YOUR LOAN

y
To obtain financing for the purchase of a home can be an intimidating process

for a home buyer. The following three Sections are designed to minimize this

frustration by highlighting the steps involved in the process.

FIND THE RIGHT LENDER

To identify the right lender, you must first have a clear understanding of the
various types of lenders available. The home financing system in the United
States includes many private and public institutions. Home mortgages are
made and processed by primary market lenders and these mortgages are often

insured and/or sold to "secondary market" institutions. Although the types of
lenders originating mortgages are growing, there are five categories of "primary

market" lenders active in the residential lending market. They include:

Commercial Banks that primarily specialize in consumer and construction
lending.

Savings and Thrift Institutions that provide residential mortgages. They are
regulated and their deposits are insured by FDIC (Federal Deposit
Insurance Corporation) or corresponding state agencies.

Mortgage Bankers that are independent firms or subsidiaries of commercial

banks that originate mortgages. They focus exclusively on providing
mortgages and they do not accept deposits. They typically originate
mortgages and then sell them to other financial institutions. These
purchasers constitute the "secondary market" Mortgage Bankers are not
federally regulated like commercial banks.

Mortgage Brokers who differ from mortgage bankers in that they do not
actually make loans. Instead, they operate as "correspondence" for a variety

of lenders and process loans that are actually originated by the lenders.
Mortgage brokers are familiar with different lines of products and can
assist a homebuyer in locating financing with unique or less than perfect
credit. Mortgage brokers are also not regulated like commercial banks.

Credit Unions that are private banking organizations that frequently have
very good mortgage rates for its members. A number of credit unions will

offer first mortgages to its members. Credit unions are generally regulated by

federal or state agencies.

You should use the services of the lender that best suit's your needs based on

location, type of products offered, and the quality of service they provide.



The term "secondary market" refers to financial institutions that
purchase mortgage loans originated by other lenders. They are often large
banks, life insurance companies, pension funds and federally or state chartered

institutions. The most significant purchasers of mortgages on the secondary

market are Fannie Mae and Freddie Mac. Both are large, shareholder-owned
and privately managed corporations. They are federally chartered and have
federal statutory obligations to serve the needs of lower income households
and other underserved populations. As a result, both organizations have made

affordable new lending products available to originating lenders.

Ginnie Mae plays a similar role as Fannie Mae and Freddie Mac.
They all purchase government insured or financed mortgages. However, unlike

Fannie Mae and Freddie Mac which are quasi government corporations,
Ginnie Mae is a government corporation under the jurisdiction of the
Department of Housing and Urban Development (HUD).

The secondary market allows lenders that originate residential
mortgages to sell some or all of their portfolio to secondary market purchasers.

By doing so, lenders can replenish their cash so that additional financing can be

made available. The underwriting and other criteria set by the secondary
market greatly impacts the lending practices of most mortgage lenders.

CONVENTIONAL MORTGAGE AND INSURANCE PRODUCTS

Mortgage products vary in their requirements for down payment, qualifying
ratios, loan-to-value ratios, credit reviews and cash reserves. Some of the best

deals come with income restrictions (low and moderate income home buyers

only). To understand these products, it is helpful to divide them into two broad

categories; conventional loans and government-guaranteed or insured
programs.

The Conventional loans of years ago required a 20% down
payment. These loans have now joined many other loan products
which require as little as a three to five percent down payment, and
they have more flexible underwriting criteria. This explosion of new
loan products provides an increased opportunity for first time home

buyers to move into homeownership. This increased flexibility and
corresponding risk has occurred as a result of such factors as:

greater sophistication and automation in the mortgage lending
industry



establishment of Community Reinvestment Act (CRA)
requirements

increased competition for customers

availability of private and government sponsored mortgage
insurance

existence and influence of the secondary market

FANNIE MAE'S COMMUNITY HOMEBUYERS PROGRAM

In 1994 Fannie Mae unveiled a mortgage product, "Fannie 97", that
required only a three percent down payment, one month mortgage reserve,

and standard underwriting ratios of 28%/38%. This program is one of the

most popular program for low and moderate income home buyers and is

available through a wide variety of mortgage lenders. The program
provides for higher qualifying ratios, a five percent down payment with at

least three percent from the purchaser. This program also allows flexibility

regarding non-traditional credit histories. Debt to income ratios of
33%/38% are permitted and even higher ratios in certain circumstances.

Home buyer education is required for participation.

FREDDIE MAC'S AFFORDABLE GOLD PROGRAM

Freddie Mac's Affordable Gold Program has provisions for a 95%
loan-to-value ratio, and it has flexibility regarding non-traditional forms

of credit, reserve requirements, and qualifying ratios. Of particular
interest, the Affordable Gold Program does not use a "front end/top"
(housing expense to income) ratio. Rather it utilizes a single "back
end/bottom" (total debt-to-income) ratio. Home buyer education is
required for participation.

Lenders often refer to the Fannie 97 Program and the Affordable Gold
Program as the "3/2 Program" which refers to the requirement that at least
three percent of the down payment come from the buyer and two percent can
come from other sources.

PRIVATE MORTGAGE INSURANCE

Conventional financing requires mortgage insurance on all loans in which the

loan-to-value (LTV) exceeds 80%. This insurance is referred to as Private

5
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Mortgage Insurance or PMI. There are eight private mortgage insurance
companies. The insurance premium is the same for all eight firms and is
typically added to the mortgage interest rate. The mortgage lender originating

the loan selects the mortgage insurer.

GOVERNMENT FINANCED AND INSURED PROGRAMS

There are numerous direct lending, subsidy, and mortgage insurance products

available through federal, state and local agencies. Direct lending is provided

through federal Rural Economic and Community Development (RECD -
formerly the Farmers Home Administration), state housing finance agencies,
and various local governments. Mortgage insurance or loan guarantees are
provided through the Federal Housing Administration (FHA), the
Department of Veterans Affairs (VA), and RECD.

FHA administers numerous mortgage insurance programs. Although
there are no income restrictions, most FHA insured financing is
provided to lower income, first-time home buyers.

VA guarantees mortgages for veterans of the armed services, those
currently in the armed services and their spouses. VA guaranteed
mortgage guidelines are similar to FHA except, a loan-to-value ratio of

100% is allowed.

RECD administers several programs for low to moderate income
families who want to buy new or existing homes in rural areas. The
homeownership loans may be used for building, buying or improving a

home.

State housing finance agencies generally issue tax-exempt mortgage
revenue bonds (MRBs) to be used for family mortgages with below-
market interest rates. Federal regulations outline both income and
house price maximums. Some states use part of their MRB authority
to issue Mortgage Credit Certificates (MCCs). Homeowners use
MCCs to lower their taxable income, thereby reducing their tax
burden and increasing their disposable income.

State and local governments offer many homeowner programs for
lower income and other underserved households. Some are funded
with federal funds, or state/local originated housing trust fund
revenues. These programs offer local flexibility and have favorable
underwriting and repayment terms.



TYPES OF MORTGAGES

Prior to applying for a loan/mortgage for your home, you need to understand
the various type of loan products available, and the specific characteristics of
each. The prevailing interest rates and loan type will greatly influence the
evaluation process when trying to qualify for a mortgage. The most common
types of mortgages are described below.

The standard fixed-rate loan is the most common for first time home
buyers. It has a fixed interest rate, a fixed principal and interest payment and is

fully amortized - that is, the loan will be completely paid off - over a specified

number of years. The most common is the 30-year mortgage.

Payments on a fixed-rate mortgage are almost always structured on a
monthly basis. A portion of each monthly payment covers the interest due and

another portion is applied toward the reduction of the principal balance.
Regular payments will systematically reduce the loan balance until the loan is
paid in full. The standard fixed-rate mortgages are simple to understand and
they have predictable payments. It should be added that even though the
monthly principal and interest portion of the monthly payment is fixed, the
monthly payment may be adjusted if property taxes increase or the cost of
hazard insurance changes. Fixed-rate mortgages are ideal for families that plan

to live in their homes for a long period of time, or families that like the certainty

a fixed-rate mortgage offers.

Adjustable-rate mortgages (ARM) are generally for 15 to 30 years and
have interest rates that are adjusted periodically which potentially changes the

monthly payment amounts. The initial interest rate on an ARM is usually
substantially lower than the rate for fixed-rate mortgages, but adjustment in
the payment generally occurs every one, three or five years based on money
market conditions. This can cause the monthly payment to increase or
decrease.

The interest rate on an ARM does not automatically change at
adjustment time. A clear understanding of the following factors will explain
why and therefore, must be considered when contemplating an ARM:

El Adjustment period - By definition, an adjustable-rate mortgage has

the potential for rate and payment changes at specified predetermined

periods every year, three years, or five years. Other adjustment periods

vary from six months to 10 years. Some ARM's combine two
adjustment periods. For example, a 3/1 ARM has a fixed-rate for the
first three years and then adjusts annually for the remaining life of the
loan.
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Caps are limits placed on how much the interest rate can fluctuate.

The "adjustment cap" is the limit on how much the interest rate can
change at each adjustment period. The "lifetime cap" is the limit on
how much the rate can change over the life of the mortgage. Caps can

limit increases by either a dollar amount or a percentage. The most
common interest rate caps specify a 1% to 3% maximum rate increase

per adjustment cap, and a 4% to 6% maximum rate increase per
lifetime cap.

Index is the measurement used by lenders to determine any changes

to the interest rate charged on ARM'S. The interest rate on an ARM is

determined by an index. If the index increase, the interest rate will
increase unless an interest rate cap has been reached. The most widely

used index is the one year Treasury Bill Index.

Margin which represents the lender's cost and profit for doing
business is added to the index rate which determines the interest rate
for the upcoming period. The size of the margin will vary depending on

the index used. Once the lender has specified the margin, it will remain

fixed. The margin is a critical factor to consider when comparing
ARM'S because it can have a significant impact on payments

On a one-year ARM, adjustments are made annually with each adjustment
typically limited to a 1% to 2% increase. A lifetime maximum cap of 6% is
common. One-year ARM's offer an attractive initial interest rate to borrowers

who are willing to accept the uncertainty of future rate and payment changes.

Three and five year ARM's have adjustment periods of three and five years
respectively. Each adjustment is typically limited to a 2% increase with a
lifetime cap of 6%.

The primary advantage of an ARM is that it provides a lower interest

rate initially, in return, for taking a chance with the market that interest rates
will be adjusted periodically. However, this lower initial rate often enables a
homebuyer to qualify for an ARM loan when she or he would not have
qualified for a fixed-rate loan.

There are significant drawbacks to ARM's for lower income buyers,

however. Although there are caps on increases, possible future interest rate
increases may result in significantly higher monthly mortgage payments.
ARM's are best suited for those who expect an increase in income in the future

years and/or do not expect to live in the home for more than five to seven years.



Young families who are just starting their careers are often good candidates for

ARM loans.
Convertible Mortgages -Typically, have a single established fixed-rate for three,

five or seven years, after which they are converted to market rates for the
remainder of the 15 to 30 year term. Like the ARM, this mortgage also
provides lower interest rates in earlier years. However, the unpredictability of

interest rates over time could result in a higher monthly payment at conversion.

The three, five or seven year interest rate is typically higher than an ARM and

lower than a straight fixed 30 year amortized loan.

Temporary Buydowns - Often, termed "BUYDOWNS" are fixed-rate or
adjustable rate mortgages that permit homebuyers to make monthly payments for

one or two years at 1% or 2% below the first year's mortgage note rate. Generally,

during the first year of the mortgage, the homebuyer will pay 1% to 2% below the

note rate and the second year, 1% below the note rate. The temporary buydown

differs from an ARM in that the difference in the amount paid monthly and the

note rate is deposited in an escrow account at closing. A buydown agreement is

signed with the escrow agent agreeing to pay the monthly difference to the lender

each month. Funds for the buydown escrow account can come from a gift, the

home buyer, a state or local government agency. The advantage of a buydown is

that it allows you to qualify for the loan at the lower interest rate.

FHA REHABILITATION MORTGAGE INSURANCE SECTION 203(K)

This program allows home buyers to purchase and rehabilitate single family
properties with one loan/mortgage. Historically, the program has been under-
utilized. However, within the past few years the loan origination process was

streamlined, and the authority to make loan decisions was delegated to local
FHA Offices.

COMPARISON SHOPPING

As a prospective homebuyer, there are several factors that you must consider
before applying for a mortgage. In addition to the type mortgage (fixed-rate,
ARM, etc.) and the various mortgage products available, there are certain key
terms that the novice homebuyer should understand about the products
offered to effectively compare and decide which is best. At a minimum, you
should have a general idea about the following:
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Down payment, requirements vary by mortgage. Some lenders offer a 95%

LTV which requires a 5% down payment. Under certain programs, many
lenders will allow up to 2% of the 5% down payment to come from a gift, a
grant from a non-profit organization, or from a federal, state or local
government agency. Fannie Mae offers a 3% down payment program. FHA

offers a 3% down payment on homes selling for $50,000 or less.

A discount point is equal to 1% of the loan amount (on a $70,000 loan, a point

would be $700). Discount points can be thought of as prepaid interest
because they increase the lender's yield on loans without raising the stated

interest. Each point is approximately 1/8 percent added to the interest rate.
For instance, an 8% loan with 2 points is roughly equal to 8 1/4% loan with

no points. The more points required, the more cash is needed at closing
because discount points cannot be financed. The fewer points required, the
higher the interest rate. Prospective homebuyers must be aware of lenders

and brokers that charge excessive points and rates.

Annual Percentage Rate (APR) is the total yearly costs for the mortgage stated

as a percentage of the loan amount. The APR is a better source for
comparison of mortgage costs than the interest rate alone.

6



REVIEW QUIZ i

y
1) Explain the differences between the primary market and the secondary

market.

2) What is PM1?

3) What does the acronyms FHA and RECD mean?

4) What are the two major categories of mortgages?

5) What is the 203(k) Program?

6) Identify three key factors that a prospective home buyer should consider

when loan shopping.



SECTION II THE MORTGAGE LOAN PROCESS -"THE WAIT"

V

MORTGAGE LOAN APPLICATION

After your offer to purchase the property has been accepted and you have
identified the lender you will use, your next step is to apply for a mortgage loan.

Initial Interview - Typically, the initial interview will be held in the
lender's office and takes about an hour. During the interview the lender

will ask questions related to income, expenses, credit history,
employment and the terms of the offer to purchase the property. Some

lenders permit the initial interview to be conducted over the
telephone. At the conclusion of the interview, you will have 1)
completed an application, 2) been pre-qualified by the lender, 3) paid a

fee for the credit report and appraisal, 4) received a list of additional
information needed for loan processing, 5) received the HUD
handbook on settlement costs, and 6) received an ARM disclosure (if

applicable).

Mortgage Loan Application - is in essence an application supplied by
the lender for the borrower to apply for a mortgage loan. A checksheet

summarizing the information that most lenders require is included at

the end of Section III of this module in your Guide. The completed
application must be signed and dated by you. A sample copy of the
Loan Application is included in the Forms and Work Sheet section of

your Guide.

Pre-Qualifying - Once you have completed the mortgage loan
application, the lender will perform pre-qualification calculations to
determine whether your monthly income is adequate enough to
support the monthly payments on the loan amount you requested.
Some lenders at this point may also run an in-file (one repository)
credit report to determine whether there are major credit problems
that would prevent you from being approved for the loan. The pre-
qualification process involves simple calculations that you can perform

prior to ever applying for a mortgage. It should be noted at this point
that pre-qualification is not to be confused with pre-approval. Pre-



qualifying merely lets the lender know "how much" mortgage you
would qualify for under certain mortgage conditions based on your
gross monthly income.

The pre-qualification worksheet and sample factor table can be used to

determine the loan amount that you could qualify for based on your
gross monthly income. Using the example below and the Sample
Factor Table provided, fill in the blanks and complete the worksheet by

performing the simple calculations as instructed on the worksheet.

Example:

Borrower and Co-borrower Mr. & Ms. At last

Gross Monthly Income (both) $3,600.00
Total Monthly Debt Payments $612.00
FHA Qualifying Ratios housing is 29%

total debt is 41%

Term on the mortgage is 30 years

8% fixed interest rate

p 2

6 4
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Pre-qualification Worksheet

Borrower Co-Borrower

Gross monthly income

Gross Monthly Income x % =

$ (1)

$ (2)

Housing Ratio

Gross Monthly Income x % = $ (3)
Debt To Income Ratio

Total Monthly Debt Payments =
(Any debt with 6 months or more remaining)

Subtract Line (4) from Line (3) =

(4)

$ (5)

Maximum Monthly Mortgage
Payment Allowed

Enter the lesser amountfrom Line (2) or (5) (6)

Escrows

Multiply Line (6) by 20 %= $ (7)

Subtract Line (7) from Line (6)

Affordability
Term of Mortgage

Interest Rate Factor

Factor Table

$ (8)
Maximum principe aplus

interest payment

Divide Line (8) by = $ (9)
Factor

Multiply Line (9) by $1,000.00 = $ (10)

MaximumMortgage
Amount



SAMPLE FACTOR TABLE

Interest
Mlo5r i Yg: 8 re qoCrl -t Yg g 8 e IVPr-tYgggre

6.00% $8.44 $7.16 $6.00
6.50% $8.71 $7.46 $6.32
7.00% $8.99 $7.75 $6.65
7.50% $9.27 $8.06 $6.99
8.00% $9.56 $8.36 $7.34
8.50% $9.85 $8.68 $7.69
9.00% $10.14 $9.00 $8.05
9.50% $10.44 $9.32 $8.41
10.00% $10.75 $9.65 $8.78
10.50% $11.05 $9.98 $9.15
11.00% $11.37 $10.32 $9.53
11.50% $11.68 $10.66 $9.91
12.00% $12.00 $11.01 $10.29

The maximum mortgage amount that Mr. & Ms. Atlast would qualify for is

$94,168.00. If you got this answer congratulations. If not check your math, it is

probably a math error. Additional Pre-Qualification Worksheet are included at

the end of your Guide. Make copies and as the factors on the worksheet

changes so will the qualified maximum loan amount.

It should also be noted that if the loan amount requested on Mr. and
Ms. Atlases loan application is less than or equal to the maximum loan amount

on the Pre-Qual Worksheet ($94,168), the lender will advised them that they
pre-qualified for the loan amount requested. If however, the loan amount
reflected on the loan application is greater than $94,168, the lender would
apprise them of the maximum loan amount for which they can qualify, and
recommend that steps be taken to reduce the requested loan amount.

Good Faith Estimate of Settlement Costs - within three days of applying for the

loan, the lender will send you a Good Faith Estimate of what it will cost you to

close or settle on the loan. The document provides an itemized break down of

fee amounts for closing costs and prepaid expenses.



GOOD FAITH ESTIMATE

APPLICANT APPLICANT
PROPERTY ADDRESS SALES PRICE TERM YRS

LOAN AMOUNT $ RATE
DATE PROVIDED/MAILED TYPE OF LOAN VA FHA _CONY OTHER

The numbers in the left hand column of the estimated settlement charges correspond to the line/item numbers of the HUD -1.

It is pointed out that we have no authority on the set fees of the professional services, such as title examinations and surveys. This

is merely a Good Faith Estimate of these costs.

You are applying to

fora mortgage loan. We estimate that you are likely to incur the following charges.

ESTIMATED CLOSING COSTS

801 Loan Orig. Fee ( %)

802 Loan Disc. Fee ( %)

803 Appraisal Fee
804 Credit Report
806 VA Funding Fee
807 Assumption Fee
808
809 Underwriting Fee
810
811
1101 Settlernent or Closing Fee
1102 Title Search
1103 Title Examination
1108 Title Insurance
1201 Recording Fees
1301 Survey/Mortgage Verification
1302 Pest Inspection
1105 Document Preparation Fee
1203 Document Stamps
1204
1303
1304
1305
TOTAL ESTIMATED CLOSING COSTS

ESTIMATED PREPAID ITEMS

901 *Int. (Based on days)
902Istyear PMI Premium
903 Hazard Insurance
904 Commitment Fee
1001 Mos. Hazard Ins.

1002 Mos. Mtg. Ins.

1004 Mos.. R/E Taxes

1005 Annual Assessments
1006 Flood Insurance
1008 Mos.

TOTAL
DETAILS OF FINANCING

Purchase Price /Amt Exist Liens
Closing Costs

Prepaid Items
TOTAL
Less: Mtg. Amount
Other Financing
Other Equity
Cash Deposit
Costs Pd. by Seller
EST. CASH TO CLOSE
ESTIMATED MONTHLY PAYMENTS

Mortgage P&I
Est. Hazard Insurance
Est. Mortgage Insurance
Est. R/E Taxes
OTHER
TOTAL MONTHLY PAYMENT

*This interest calculation represents the greatest amount you could be required to pay at settlement. The actual amount
will be determined by which day of the month your settlement is conducted.

THIS FORM MAY NOT COVER ALL ITEMS YOU WILL BE REQUIRED TO PAY IN CASH AT SETTLEMENT. FOR EXAMPLE,
HOMEOWNERS INSURANCE PREMIUMS MUST BE PAID ONE YEAR IN ADVANCE DIRECTLY TO THE INSURANCE
AGENT. EXACT FIGURES CAN ONLY BE KNOWN AT THE TIME OF SETTLEMENT.

You have the right to select the Insurance Agency, Broker, or Underwriter of your choice. The insurance certificate MUST
BE delivered to our office at least 3 business days before closing. Coverage must be for at least the amount of your
mortgage. The binder or policy MUST BE in effect the date of closing. Flood insurance must be obtained, if application.

NOTICE TO APPLICANTS

This Notice is to you as required by the right to Financial Privacy Act of 1978 that (The Department of Veterans Affairs or
Department of Housing and Urban Development, whichever is appropriate) HAS A RIGHT OF ACCESS TO FINANCIAL
RECORDS HELD BY FINANCIAL INSTITUTIONS IN CONNECTION WITH THE CONSIDERATION OR ADMINISTRATION OF
ASSISTANCE TO YOU. FINANCIAL REPORTS INVOLVING YOUR TRANSACTIONS WILL BE AVAILABLE TO (VA OR HUD)
WITHOUT FURTHER NOTICE OR AUTHORIZATION BUT WILL NOT BE DISCLOSED OR RELEASED TO ANOTHER
GOVERNMENT AGENCY OR DEPARTMENT WITHOUT YOUR CONSENT EXCEPT AS REQUIRED BY LAW.

The undersigned hereby acknowledges receipt of the above Good Faith Estimate and RESPA booklet.

By: By:
Borrower Date Co-Borrower Date

Mr COPY AV



Closing Costs are costs, in addition to the price of the property,
that are paid at closing. A portion of the closing costs may be
financed on an FHA-insured or VA guaranteed mortgage. If
financed these costs will increase the loan amount and will be
included when computing debt-to-income ratios.

Prepaids are advance deposits (Real Estate taxes, hazard
insurance, etc.) paid at closing by the borrower that are placed

in an escrow account and dispersed by the lender as they
become due.

Truth in Lending Statement is another document that your lender will generally

provide within three days of applying for the loan. This Statement provides a

summary of how your loan will be repaid. It reflects the APR, total finance
charges, the number of payments and their amounts, and the total amount that
you will pay in interest and principal over the life of the loan.
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Disclosure Statement of Loan (required by Federal Reserve Regulation Z)

BORROWERS:

DATE

PROPERTY ADDRESS:

LENDER: LOAN NO.

Annual
Percentage
Rate

The cost of your

credit as a yearly rate.

%

Finance
Charge

The dollar amount

the credit will cost

$

Amount
Financed

The amount of credit

provided to you or on

your behalf.

$

Total of Payments

The amount you will

have paid after you have

made all payments as

scheduled.

$

*Estimated amounts
You have the right to receive at this time an itemization of the Amount Financed.

I want an itemization I do not want an itemization

Your Payment schedule will be:

Number of
Payments

Amount of
Payments

When Payments are Due

Variable Rate Feature:
_Not Applicable
_My loan contains a variable

Property insurance: Property Hazard Insurance from an insurer acceptable to Lender is
REQUIRED.

You may obtain property insurance from anyone you want that is acceptable to this institution. If

you get the insurance from you will pay

for the term of

Credit Insurance Election: CREDIT LIFE INSURANCE AND CREDIT DISABILITY INSURANCE are

not required to obtain this loan, and will not be provided unless you sign below and agree to pay the

additional cost for this insurance. THIS INSURANCE IS NOT IN EFFECT UNTIL YOU APPLY FOR IT,

THE INITIAL PREMIUM IS PAID, AND THE INSURANCE COMPANY ISSUES THE POLICY.

Type Premium Signature

Credit Life $ I want credit life insurance:

Signature



Credit Disability $ I want credit disability Ins.

Signature

Credit Life and

Disability

$ I want credit life and disability

insurance
Signature

I do not want any.
such insurance or

information on it

$

Signature

Security: You are giving a security interest in:
the goods or property being purchased.

(brief description of other property)

LateChargelf apayment is late, you will be charged $
of the payment.

Prepayment If you pay off early, you _may _will not have to pay a penalty:
_may _will not be entitled to a refund of part of the finance charge.

Assumption:Someone buying your house may, may not subject to conditions, be
allowed to assume the remainder of the mortgage on the original terms.

See your contract documents for any additional information about nonpayment, default, any
required repayment in full before the scheduled date, and prepayment refunds and penalties.

Please acknowledge receipt of the above information by signing below:

I ACKNOWLEDGE RECEIPT OF A COPY OF THE FOREGOING DISCLOSURE STATEMENT WITH
ALL BLANKS APPROPRIATELY

FILLED ON THE DAY OF

Borrower

Co-Borrower or Agent

If mailed, mailed by Date
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Property appraisal - the purpose of the appraisal is to provide the lender with
written documentation of the value of the house. The lender will order the
appraisal after the loan application is completed. The lender then uses the
appraisal to determine the loan-to-value ratio. If the value is not sufficient to
obtain the requested loan amount, you may 1) renegotiate the price of the
house with the seller, 2) make an additional down payment, or 3) decide not to

buy the house. The seller can dispute the appraised value or request a review
of the appraisal by the lender. The lender will also use the appraisal to compute

the loan-to-value (LTV) ratio by dividing the loan amount by the appraised
value.

After the loan application is completed, the lender must verify and confirm all

the information provided. This is an intense evaluation process and generally
takes from four to six weeks to complete.

LOAN PROCESSING

Once the loan application has been submitted, THE WAIT begins. It can take

up to six weeks for you to receive loan approval. During the wait between
application and approval, it is common for buyers to be apprehensive. However,

"NO NEWS IS GOOD NEWS". If the loan processor has a problem or needs

additional information, you will be contacted by telephone or mail for this
information. If working with a housing counselor, have him/her occasionally

check with the lender on how things are going. However, don't make a habit of

calling the loan officer or loan processor too often. It will only cause delays.

During the loan processing phase, the lender is confirming and
verifying the information you provided. For example, the Verifications of
Employment and Verifications of Deposit are sent out, the appraisal and your

credit report are ordered, your application and supporting documentation are
reviewed, etc. As the lender receives confirmation of the information you
provided, loan processing is continued.

Monthly Income - Monthly income refers to the "Gross" amount of
income you receive monthly. If you are paid an annual salary, it's that
salary divided by 12 months. For example, if your annual salary is
$36,000 a year, your monthly gross income is $3,000 ($36,000 divided



by 12 months). If you are paid on an hourly basis and work 40 hours a
week, your gross monthly income is computed by multiplying your
hourly rate by 2080 hours and then dividing by 12 months. For
example, if your hourly rate is $10.00 an hour, your monthly gross
income would equal $10 X 2080 divided by 12 = $1,733.33. The
lender will use your gross monthly income to determine whether you
have sufficient income to support the mortgage payments.
Loan Limits & Terms The maximum amount of money that can be
borrowed to purchase a home will vary depending on the mortgage
product and loan limits established for the area. Because of these
variances, you should ask .the real estate agent or your lender about the

maximum loan amount for your area. It should also be noted that each

borrower is expected to make a minimal down payment. Only certain

mortgage programs provide 100% financing. The term on a mortgage
simply refers to the number of years that you have opted to repay the
debt, i.e. 15 years, 20 years, 30 years. The mortgage term will greatly
impact the monthly mortgage payment.

PITI is a phrase used in the mortgage industry that refers to four
components of a monthly mortgage payment.

P- refers to the principal portion of your payment.
- refers to the interest portion of your payment.

T - refers to the property taxes portion of the payment
I - refers to the insurance portion of your payment.

The PITI is used by the lender to determine whether you can afford
the mortgage. It is used to compute the housing expense to income
ratio. The taxes and insurance amounts paid monthly are placed in an

escrow account and the lender will pay the real estate taxes and
insurance premiums from that account as they become due.

Qualifying Ratios - As part of the qualifying process, the lender will use
ratio calculations to determine whether you have adequate stable
income to support the monthly mortgage payments. These
calculations are often referred to as debt-to-income ratios. There are
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two ratio calculations performed by the lender: one to determine the

housing debt to income debt ratio and the total monthly debt to
income ratio. To demonstrate adequate monthly income to support the
mortgage payment, qualifying top/front ratios (housing to income)
will range from a maximum of 28% to 31%. To demonstrate your
ability to pay your mortgage and other recurring monthly obligations,
qualifying bottom/back ratios (total debt to income) will range from

a maximum of 38% to 43%.

To compute the housing expense ratio (top/front), the lender

will divide the PITI by the gross monthly income. To compute the

total monthly debt ratio (bottom/back), the lender will divide the total

monthly debt including the PITI by your gross monthly income.

Using the Debt and Income Worksheet, and a proposed monthly mortgage
payment to compute your debt to income ratios.

Your Gross Monthly Income

Other Gross Monthly Income

Total Gross Monthly Income

Monthly Installment Debts

Monthly Revolving Debts

Total Monthly Debts

DEBT AND INCOME RATIO WORKSHEET

$

A

RATIOS:

Proposed Monthly Mortgage Payment $

Top Ratio (Divide C by A)

Bottom Ratio

(Add B plus C and divide by A)



SECTION III - QUALIFYING CRITERIA EVALUATED UNDERWRITING

V

QUALIFYING CRITERIA

Research has shown that the most frequently used excuse for not purchasing a

home is that the prospective home buyer feels they cannot qualify for the loan.

Research has also shown that in most instances this is not the case. The
following paragraphs provide a brief explanation of four key factors which are

used by lending institutions to determine a borrower's qualification for a
mortgage loan.

stability of income

adequacy of income

sufficient income

creditworthiness

STABILITY OF INCOME

Of prime consideration to any lending institution is whether the
borrower's income is expected to last during the most critical phase of

the mortgage. The first five years of a mortgage is defined as the "most

critical phase" because most defaults occur on a mortgage during this
time frame.

To ascertain the potential stability of the borrower's income,
the lending institution will send a "Verification of Employment"
(VOE) to the borrower's employer to determine the start date of
employment, position title, the current year-to-date and previous years

salary, any bonus or overtime paid on a regular basis, and the
probability of continued employment. This form cannot be hand
carried to the employer by the borrower.



The VOE must be signed and dated by the borrower authorizing the employer
to release this information to a third party, the lender. The VOE is then mailed

to the employer to complete, sign, date, and return to the lender.

Once the completed VOE is returned to the lender, it is examined for

completeness and the information analyzed. The income amount reflected by

the borrower on the loan application is compared with the income amount
shown on the VOE. The borrower must provide an explanation for any
discrepancies. The lender will also analyzed the length of time that the
borrower has worked in the same line of work experience, review the
employer's comments, and the probability of continued employment.
Although, a short time on the job is not a basis to reject a borrower, if a pattern

of job hopping without promotional potential or skills development is evident,

the lender may question the probability of the borrower remaining employed; a

key factor when evaluating the stability of the borrower's income. If the
borrower has been employed with the current employer for less than two years,

VOE's will be sent to all employers covering a two year period.

On the other hand, if the borrower is self-employed, the lending
institution will request at a minimum, the last two years of income tax returns,

and financial statements for the business. Business financial statements include

a Year-to-Date Balance Sheet, and a Profit and Loss Statement. The lender may

in some instances request an income projection statement for the business for

the next two to five years. Once the financial documents are received, the
lender will perform a financial analysis to ascertain the probability of the
business' continued operation which will have a direct impact on the stability

of the borrower's income.

ADEQUACY OF INCOME

Generally, when most borrowers indicate that they will not qualify for a loan,

their reference is to the adequacy of income, or a high income-to-debt ratio.

The lender's assessment of risk is measured basically by determining

whether the borrower has an adequate amount of stable income to support the

mortgage payment and other financial obligations. The desirable ratios will
vary slightly depending on the loan type. For example, on an FHA-insured
mortgage or a VA guaranteed loan, the ratios are 29% / 41%. On a
conventional loan, the ratios are 28% / 38%. The higher the ratios, the greater

the lender's risk which reduces the borrower's chances for approval.



SUFFICIENT MONEY TO CLOSE

Another key factor of prime consideration to lenders is the source and
adequacy of the borrower's funds to close the mortgage. Borrowers are
prohibited from borrowing monies to close on a mortgage without full
disclosure of these intentions to the lender. A minimum investment of earnest
money is required on all mortgages. Acceptable sources of earnest monies
include savings and checking accounts, gifts from relatives, savings bonds,
employer relocation pay, net proceeds from the sale of a previous home, etc.
During the loan application process, the lender processing the loan application

will request the borrower's most recent two months of bank statements to
verify funds available for closing. Bank statements can also be used with the
VOE to determine the borrower's ability to save any additional money needed

to close the loan.

The lender will also send to the institutions designated by the
borrower a "Verification of Deposit" (VOD). The borrower will be asked to
sign the form authorizing the repository to release this information to a third
party, the lender.
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As with the VOE, this form cannot be hand carried to the

depository by the borrower or their real estate agent.

It should be pointed out, that in some instances, lending
institutions have developed an Information Disclosure
Authorization form that you may be asked to sign during the initial
interview. The authorization form is sent to employers, banks,
landlords, etc. Instead of having you sign several VOE's or VOD's. The

form contains the same authorization to release the information to the
lender.



INFORMATION DISCLOSURE AUTHORIZATION

To WHOM IT MAY CONCERN:

I/we hearby authorize you to release to or it's
assigns the following information for the purpose of verification:

Employment history, dates, titles, hours, income etc.
Banking and saving accounts of record
Mortgage loans(s), landlord rating and payoff information
Any other information deemed necessary in connection with a
consumer credit report for transactions which involve real estate

This information is for the confidential use in compiling a mortgage loan credit
file for a VA, FHA or conventional home loan.

A photographic or carbon or faxed copy of this authorization being a valid
copy of the signature(s) of the undersigned, may be deemed to be the equivalent
of the original and may be used as a duplicate original.

Further, I/we authorize any depository listed on our loan application to debit
our account for the processing fee assessed and the completion of the
verification form.

Your prompt reply will help expedite my real estate transaction.

Thank you for your cooperation.

Signature Date Signature Date

Social Security Number Social Security Number

NOTICE TO BORROWERS: This is notice to you as required by the
Right to Financial Privacy Act of 1978 that FHA has a right of access to
financial records held by financial institutions in connection with the
consideration or administration of assistance to you. Financial records
involving your transaction will be available to FHA without further
notice or authorization but will not be disclosed or released by this
institution to another Government Agency or Department without
your consent except as required or permitted by law.
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CREDITWORTHINESS

The fourth and a very important factor a lender considers in evaluating the
borrower's qualification for a loan involves creditworthiness. A detailed
examination of the borrower's credit report will reveal certain information
about the borrower. The lender will order a residential mortgage credit report

from one of the major Credit Reporting Repositories. The credit report is
analyzed to determine the borrower's pay habits, and past patterns in meeting
financial obligations. The borrower will be asked to provide a statement
explaining any credit derogatives.

If a borrower has elected to pay cash and has no credit accounts,
creditworthiness can still be evaluated by demonstrating a willingness to pay

in a timely manner with "rent receipts" and "receipts for utility bills"; a form of

silent credit.

Because a borrower has experienced credit difficulties in the past, due

to unforeseen circumstances, will not automatically signal a reject for a loan.

The borrower's statement and reasons for credit derogatives are carefully
evaluated before a final decision is made.

Compensating Factors - Mortgage lenders, the secondary market, and

mortgage insurers are increasingly permitting compensating factors which is a

term that refers to a borrower's circumstances that warrant more flexible

underwriting.

Commitment Letter - After your loan is approved, the lender will send a

commitment letter. This is a formal offer or loan commitment. It will state the

amount and terms of the loan. You will be given a certain amount of time to

accept the loan offer and close. You should read and understand the
commitment letter before signing. A counselor from a housing counseling

agency or an attorney can assist you if the terms identified in the letter are

unclear.



HOME BUYERS MORTGAGE COMPANY
4467 Some Street

Anytown, USA 61767

September 4,1996

Justin Time
Last Time
1941 Moving Avenue
Anytown, USA 42643

Dear Mr. and Mrs. Time:

We are pleased to advise that your mortgage loan application has been
approved for a fixed-rate real estate mortgage on the property located at 32048
Residence Plaza, Uptown USA 62544 subject to the following terms:

Amount of Loan $82,850.00
Term 30 years
Interest Rate 8%
Commitment fee $829.00

In order to accept this commitment, you must sign and date the original and
return it to us on or before September 19, 1996. This commitment will expire
if the loan is not closed under the terms specified by October 9, 1996.

In order to close this transaction, the following document must be furnished to
us for our review. Please contact Ms. Get loan about obtaining the following:

Preliminary Title Report

This commitment is subject to all laws and regulations governing the
transaction.

At the established time for closing, please arrange to bring to the closing
certified bank funds or a cashier's check for the funds needed to close the
transaction. Make the check payable to Home buyers Mortgage Company.

Please call me if you have questions. Thank you for the opportunity to be of
service to you.

Sincerely,

Vice President
Residential Lending

I accept the terms as outlined in your letter dated September 4,
1996. (Please sign. Do not print.)

Signature Date



This module would not be complete without a brief review of Fair Housing
Laws.

Laws have been passed by Congress to protect home buyers against
certain types of discrimination in housing. The purpose of these laws is to
create a single, unbiased market where everyone has the opportunity to
purchase a home and live where she or he chooses.

The Fair Housing Act prohibits discrimination in housing or mortgage

lending and the provision of insurance or brokerage services because of:

Race or color

National Origin

Sex

Familial status (one or more children under 18; also applies to pregnant

women.)

Handicap or disability

Creed

Religion

Age

What is prohibited?
No one may take any of the following actions based on the above basis:

Refuse to rent or sell housing

Refuse to negotiate for housing

III Make housing unavailable
Deny housing

Set different terms, conditions or privileges for sale or rental of a dwelling

Provide different services or facilities

Falsely deny that housing is available for inspection, sale or rental

For profit, persuade owners to sell or rent (blockbusting)

Steering - Conscientious direction of persons to or away from specific areas



Redlining - Refusing to make loans or issue insurance policies in certain
areas

Coerce, intimidate or harass someone for exercising their fair housing rights.

No one may refuse to reasonably accommodate the needs of persons with

disabilities.

In mortgage lending, no one may take any of the following actions
based on the above bases:

Refuse to make mortgage loan

Refuse to provide information regarding loans

Impose different terms or conditions on a loan

Discriminate in appraising property

Refuse to purchase a loan

Set different terms or conditions for purchasing a loan

The Equal Credit Opportunity Act prohibits denials of credit based
on race, color, religion, national origin, sex, age, marital status or receipt of
public assistance.

If you believe that you have encountered discrimination, you should
contact a local fair housing agency or your local HUD office, or call (toll-free)

1-800-669-9777. Hearing impaired persons may call (TDD) 1. 800-927-9275

82

79



80
REVIEW QUIZ II

1) What is a VOE and what does it tell a lender?

2) Why are debt-to-income ratios reviewed by lenders?

3) What is a VOD and why is it used by lenders?

4) Identify key information contained in a credit report.

5) High ratios increase/ decrease the lender's risk. (circle one)

6) Identify two acts that can reduce your ratios.



Below is a checklist of the most frequently requested information by lenders

from the borrower. Use the Checksheet to gather information and documents
prior to completing the loan application.

CHECKSHEET

Property information:
1. Purchase Contract and Escrow Instructions signed by all

parties, original or a copy certified true and correct.

2. Names, company and telephone number for listing and selling
real estate agent's.

3. Name, address and telephone numbers for Title Company and
Escrow Office.

4. Copy of check for earnest money deposit.

5. Copy of listing, including real estate taxes and lot dimensions.

6. Legal description of property being purchased.

7. Property hazard insurance agents name, company, and
telephone number.

8. Name and telephone number of persons for appraiser to contact
to access the property.

Employment:
1. Names, addresses, telephone numbers, and exact dates of

employment with ALL employers over the past two years.

2. W-2/1099's for 19 and 19 from all employers (two
years).

3. Signed personal federal tax return including all schedules for
19 and 19 .

4. Most recent pay stub.

5. Signed company federal tax returns including all schedules for
19 and 19 (self-employed).
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6. Current (within past 3 months) Year-to-date Profit and Loss

statement and Balance Sheet for self-employed or
commissioned applicants, reviewed and signed by an
accountant without audit.

7. Award letter(s) or most current amendment for social security or
retirement benefits. Include proof of payment (direct deposit or
check stub).

8. Copy of Note income must have 5 years or more remaining.

9. Rental agreements/leases (FHA requires one year lease) for all
tenants of real property owned.

10. Schedule of Real Estate on all real property owned to include
property address and zip codes, type property (SFR, TH, condo,
etc.), type mortgage (FHA, VA, conventional, private, etc.), date
mortgage originated, mortgage balance, mortgage payment,
rental income, and net income earned (positive and/or
negative) on each property.

11. Proof of consistent receipt of child support and alimony if
considered qualifying income.

Assets:

1. Two months of current statements for ALL bank, credit union or
savings accounts showing BALANCES, ACCOUNT NUMBERS,
and COMPLETE ADDRESS of the lenders.

2. Stock and bond account statements including broker's names,
addresses, account numbers, number of shares and value.

3. Life insurance face amount cash value if any.

4. Year, make and estimated value of all vehicles.

5. Gift letter -funds will be verified in borrower's account.



Liabilities:

1. Names, addresses, balances, monthly payments, and account
numbers for all vehicle loans, charge accounts, credit cards, and
any otherfinancial obligations.

2. Lenders' names, addresses, balances, monthly payments, and
account numbers for all mortgages. Include a copy of annual
statement, a 12 month payment history, and the type loan (FHA,
VA, conventional and/or private) for each loan.

3. Letter explaining any slow pays, collection accounts,
judgements, or other credit problems.

4. Bankruptcy paper (petition, schedule of debts, and discharge)
and a letter of explanation

Other:

1. Addresses and dates of occupancy for ALL residences for the
past two years.

2. Names and addresses of all landlords within the last two years.

3. Copies of social security cards and driver's license (photo ID is
required for each borrower).

4. If divorced, provide divorce decree and stipulations.

5. Name and address of nearest living relative.
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SO NOW YOU'RE READY TO CLOSE

V

You have already learned: How to budgetfor a home.

How to look for your dream home.

How to find a lender and apply for a loan to

purchase that dream home.

Now it is time to discuss how you are going to survive the "closing process" of

that loan on your "Dream Home!" The closing of a home loan often is the most

confusing and difficult part of the home purchase process. There are many
forms that you are asked to sign. You may encounter good and not so good
closing agents. There are a few things about the loan closing that you should
always remember:

1) Never be intimidated by your closing agent. The closing

agent may close several loans a day. They become so

familiar with the forms and process, that sometimes they

forget that you are a novice.

2) If you do not understand what you are signing, don't

sign until the closer has explained the form so you can

understand it.

3) Remember, it is your signature on the dotted line, not

the closer's. The closing company is getting paid a fee

to close your loan and you should expect excellent

customer service.

Your lender, real estate agent or closing agent, will contact, you to let you know

when it is time to close your loan. All parties purchasing the home should be

present for the closing. On occasion, if one of the parties is out of town at

closing time, documents may be signed ahead of time. For the purpose of this class,

however, we are going to role play with all parties involved in a closing presentation.

The following is a list of some typical "closing documents."

1) HUD 1 - Settlement Statement

2) Addendum to HUD 1



D 3) Assessor's Letter

4) Truth in Lending Disclosure Statement

5) Escrow Disclosure

6) Assumption Disclosure

7) Prepayment Letter

8) Affidavit that there are no Outside Agreements

9) Mortgage or Deed of Trust

10) Note

11) Termite Certificate

12) Survey

13) Survey Disclosure and Receipt

14) Encroachment Affidavit (if needed)

15) Flood Zone Disclosure

16) Loan Application

17) Addendums to Loan Application

18) Warranty Deed

19) Lien Affidavit

By now you are probably saying to yourself: "What have I gotten myself into?"

Right? Well, just remember, everyone that buys a home has to sign some, if not

all, of these closing documents. It is all just part of the responsibility of being a

homeowner. At the end of this session, you should feel perfectly comfortable
with the closing process.

There are three (3) basic types of residential closings:

Closing of an FHA loan

Closing of a VA loan

Closing of a Conventional loan

Many of the same forms are used for any of the three (3) basic types of closings,

We will review each of the common forms and discuss other forms that may
also be included in only some closings.



HUD I SETTLEMENT STATEMENT

V

We will discuss this form by each line item: A loan closer should walk
through this form with you at closing, line item, by line item. PAGE
ONE (1) OF THE HUD 1- Settlement Statement

B. Type of Loan: As you can see, this form is a standard settlement
statement form for all closings.

The loan options are:

1) FHA - (Federal Housing Administration)

2) RECD (Rural Economic and
Community Development)

3) Cony. Unins. - (Conventional Uninsured)

4) VA - Veterans Affairs

5) Cony. Ins. - (Conventional Insured)

6) File Number:
This number is assigned by the lending

institution.

7) Loan Number:
This number is assigned by the lending

institution.

8) Mortgage Insurance Case Number:
This number is often referred to as the
MIC.This number is used on FHA insured
loans only.

C. Note: This form is furnished to give you a statement of actual

settlement costs. Amounts paid to and by the
settlement agent are shown. Items marked "(p.o.c)"
were paid outside the closing, they are shown here for

information purposes and are not included in the
totals.

D. Name and Address of Borrower:

The borrower is the person receiving the loan and buying the house.
The borrower is the person making the loan with the lending
institution. There may be one or more names shown in this block. If
there is more than one person purchasing this home and approved for

this loan, the names will be shown as follows:
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Sam and Janet Murray

1234 Hewitt Avenue

Tulsa, OK 74119

The address that is placed in this box, is the property address of the
newly purchased home.

E) Name and Address of Seller:

The name and address of the person selling the house goes in this
location. The address should be a new forwarding address, if one is
available.

F) Name and Address of Lender:

The name and address of the lending institution goes in this box. This

is the financial institution or mortgage company that is making you the

loan to purchase this house.

G) Property Location:

The address of the new home goes here. Normally, the property
location and the borrowers address will be the same, but if an investor

is purchasing a home to rent rather than live in, the addresses will be
different.

H) Settlement Agent:

The Settlement Agent is the person closing the loan for you. Typically,

this is a closing company name.

Place of Settlement:

This is the address of the location where the closing is taking place. It is

normally the address of the Settlement Agent or could be a bank or
mortgage company address, if the closing is taking place at the financial

institution or mortgage company office location.

I) Settlement Date:

This is the actual date of the closing.



J) Summary of Borrower's Transaction:

Just as the statement says, the left side of the settlement statement of "J" is

always the "buyer's" or "borrower's" side of the statement.

100) Gross Amount Due from Borrower:

101) Contract Sales Price:

This is the actual selling price of the home. It is the amount you

agreed to pay for the home.

102) Personal Property:

If there is a value added to the purchase of a home for personal

property, that was not included in the contract price, that
amount would be shown here.

103) Settlement Charges to Borrower (line 1400):

The amount on this line is a transferred amount from line 1400

on Page 2 of the Settlement Statement. We will discuss later
how this amount is totalled.

104) Blank:

Used for unusual items needing to be shown.

105) Blank:

Used for unusual items needing to be shown.

Adjustments for items paid by seller in advance:

106) City/town taxes to

The amount shown on this line will indicate real estate taxes
that have been paid for months "from and to". It is normally the

obligation of the seller to pay real estate taxes from the last
time they were paid current to the day of closing on this loan.
This line is used for city and town taxes only.

94

91



92
107) County taxes to

This line is used for only county real estate taxes paid by the
seller.

108) Assessments to

This line is used for assessments only. An assessment could be a

special charge that cities, towns, or counties sometimes charge

for special infra-structure, such as streets and sewer lines.

109)-1'12) Extra blank lines for unusual items unique to a loan closing only

120) Gross Amount Due From Borrower:

The total of the contract sales price and any amounts shown on lines
101 through 112 are totalled here.

200) Amounts Paid By or on Behalf of Borrower

201) Deposit or earnest money:

The amount you gave your real estate agent as a deposit or
earnest money is shown on this line. There is no set amount for

this. It can be whatever amount was agreed upon when the
contract was signed.

202) Principal amount of new loan(s):

The amount shown on this line is the actual amount of money
you are borrowing from the financial institution or mortgage
company to purchase this house.

203) Existing loan(s) taken subject to:

This line is not used in typical loan closings. It is an exception
type line item.

204 - 209) Extra blank lines for usual items unique to a loan closing only

Adjustments for items unpaid by seller:

210) City/town taxes to



The amount of real estate taxes due from the closing date to the

end of the tax year is shown on this line. It is the amount the
borrower is responsible for.

211) County taxes to

If there are county real estate taxes, they are shown on this line.

212) Assessments to

If there are assessments due, they are shown on this line.

213-219) Extra blank lines for unusual items unique to a loan closing only.

220) Total Paid By/For Borrower:

The total of lines 201 through 219 is shown on this line.

300) Cash At Settlement From/To Borrower

301) Gross Amount due from borrower (line 120):

This is a transferred amount from line 120.

302) Less amounts paid by/for borrower (line 220):

This is a transferred amount from line 220.

303) Cash From /To Borrower:

The amount most often shown on this line is the amount of closing
costs that have to be paid. It is the very unusual case when a borrower

gets money paid "to" him/her at closing. Most often money is being
received "from" the borrower for the balance Gf downpayment and

closing costs.

K) Summary of Seller's Transaction:

Just as the statement says, the right side of the settlement statement,

"K" is always the "seller's" side of the statement.

400) Gross Amount Due to Seller:

401) Contract sales price:
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The amount of the sales price taken from the contract is
entered on this line item.

402) Personal Property:

If there is any personal property value not included in the
contract sales price, but is part of the contract, it is entered on
this line.

403 - 405) Extra blank lines for unusual items unique to a loan closing
only.

Adjustments for items paid by seller in advance:

406) City/town taxes to

The amount of city/town real estate taxes paid by the seller is
shown on this line. The dates for which the taxes are being
paid are also shown.

407) County taxes to

The amount of county real estate taxes paid by the seller is
shown on this line. The dates for which the taxes are being
paid are also shown.

408) Assessments to

The amount of any assessment paid by the seller is shown on
this line. The dates for which the assessment is being paid is
also shown.

409 - 412) Extra blank lines for unusual items unique to a loan closing
only.

420) Gross Amount Due to Seller:

The total of the contract sales price and any amounts shown on lines
401 through 412 are totalled on this line.

500) Reductions in Amount Due to Seller:

501) Excess deposit (see instructions):



There is not typically an amount shown on this line..It is there
for unique circumstances.

502) Settlement charges to seller (line 1400):

This amount is a transferred amount from line 1400 on Page 2

of the Settlement Statement. We will discuss later how this
amount is totalled.

503) Existing loan(s) taken subject, to:

This line is not used in typical loan closings. It is an exception

type line item.

504) Payoff of first mortgage loan:

The amount shown on this line is the "loan payoff' amount. If

the seller had an existing mortgage on the house he/she has
just sold, the payoff amount would go on this line.

505) Payoff of second mortgage loan:

If the seller had a second mortgage, which is an additional loan,

on this house he/she is selling, that loan would have to be paid

off also. The amount would be shown on this line.

506 - 509) Extra blank lines for unusual items unique to a loan closing
only.

Adjustments for items unpaid by seller:

510) City/town real estate taxes to

The amount of city/town taxes due from the beginning of the
tax year to the closing date is shown on this line. It is the
amount for which the seller is responsible.

511) County taxes to

The amount of county real state taxes due from the beginning

of the tax year to the closing date is shown on this line It is the

amount for which the seller is responsible.
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512) Assessments to

The amount of assessments due from the beginning of the
assessment year to the closing date is shown on this line. It is the

amount for which the seller is responsible.

513 - 519) Extra blank lines for unusual items unique to a loan closing

only.

520) Total Reduction Amount Due Seller:

The total of lines 501 through 519 is shown on this line.

600) Cash At Settlement To/From Seller:

601) Gross amount due to seller (line 420):

The amount from line 420 is transferred to this line.

602) Less reductions in amount due seller (line 520):

The amount from line 520 is transferred to this line.

603) Cash To/ From Seller:

The amount most often shown on this line is called the amount of sales

proceeds due to the seller. Usually the seller will receive money from

the sale of his/her house.

It is the rare occasion when a seller has to bring money to the

table to close on a loan. The amount shown on this line is generally
known as equity from the sale of a,house.



PAGE TWO (2) OF THE HUD 1- SETTLEMENT STATEMENT

L. Settlement Charges

700) Total Sales/Broker's Commission based on sales price:

Division of Commission (line 700) as follows:

701) $ to

702) $ to

Both of these line items indiCate who is receiving the division

of the commissions paid and how much each one is getting.

703) Commission paid at Settlement:.

The amount entered into on this line is the amount of the real

estate commission paid by the seller. It would be the total of
lines 701 and 702. This amount is most often shown in the
column titled: "Paid from Seller's Funds at Settlement."

704) Extra blank line for additional commissions paid.

800) Items Payable in ConneCtion With Loan

801) Loan Origination Fee

This is the fee the bank or mortgage company is charging the

borrowers for processing and making the mortgage loan. This
fee is a percentage of the loan amount.

802) Loan Discount

You should have discussed discount points when you
discussed the loan application and selecting a lender earlier in
this course. The discount points you agree to pay are shown on

this line. This would be shown in the column labeled "Paid
from Borrower's Funds at Settlement". Sometimes the seller
will agree to pay discount points, but most often it is a buyer's
expense.

; 1.00



803) Appraisal Fee to

There is most often a charge for an appraisal. Before you
received the approval of your loan, the financial institution or
mortgage company had to have an appraisal to determine the
fair market value of the house you are buying. This fee is
generally paid by the buyer, unless agreed to differently in the

contract.

804) Credit Report to

There is most often a charge for a credit report. Before the
financial institution or mortgage company could approve your

loan, they had to determine your credit-worthiness. The
charge for that credit report is shown on this line. It is most
often a buyer's expense, however, sometimes the seller agrees to

pay for this item.

805) Lender's Inspection Fee:

If, prior to closing on this loan, there are repair requirements
shown in the contract and/or the appraisal, the lender must
ascertain that those repairs have been made. The lender is
allowed to charge a fee for it's time and travel expense. That fee

is shown on this line. It is generally a buyer's expense, but the

seller may agree to pay the fee prior to closing.

806) Mortgage Insurance Application Fee:

Most lenders require mortgage insurance on the note and
mortgage you are signing when the downpayment is less than

20%. The collateral for this loan is the home you are buying.
The mortgage insurance protects the lender against financial
loss if the mortgage is foreclosed.

807) Assumption Fee:

If the buyer of this house is not getting a new loan, but is
assuming the loan balance of the old mortgage that belongs to
the seller, then an assumption fee is allowed to be charged to
the buyer. The financial institution or mortgage company
receives this fee.

808 - 811) Extra blank line for additional line items that may be
charged at closing.

1 0



900) Items Required By Lender To Be Paid in Advance:

901) Interest from to @$ /day:

The lender is allowed to charge you interest from the day you

close your loan until the first payment is due. (Example: If you

close your loan on the 15th of the month, and your first
payment is due on the 1st of the following month, you will be
charged 15 days interest at closing. That amount is shown on

this line.)

902) Mortgage Insurance Premium for months to

On some loans, there is a mortgage insurance premium fee.
When this fee is charged, the amount is shown on this line.
This is generally a buyer's expense and is shown in the buyer's

column.

903) Hazard Insurance Premium for years to

Hazard insurance is always required on any mortgage loan. This

is the insurance that protects the borrower and the lending
institution against loss in the case of fire or other disasters and

damages. The amount of the hazard insurance is most often a

charge to the buyer and is shown on this line in the buyer's
column.

904 - 905) Extra blank lines for other insurance premiums or
unusual expense items.

1000) Reserves Deposited With Lender:

1001) Hazard Insurance months @$ per month:

This line item is generally referred to as: Being paid into the
"escrow account" : It is also called "pre-paidsr It is a prorated
amount of the annual hazard insurance premium. This item is
charged to the borrower and shown in the appropriate column.
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100
1002) Mortgage Insurance months @$ per month:

This line item is generally referred to as: being paid into the

"escrow account:" It is also called "pre-paids." It is a prorated

amount of the annual mortgage insurance fee. This item is

charged to the borrower and is shown in the appropriate

column.

1003) City property taxes months @$ per
month:

This is a prorated amount for the payment of annual
city real estate taxes. It is also called a "pre-paid?' It is

charged to the borrower and shown in the appropriate
column.

1004) County property taxes months @
per month:

This is a prorated amount for the payment of annual
county real estate taxes. It is also called a "pre -paid" It

is charged to the borrower and shown in the
appropriate column.

1005) Annual Assessment months @ $ per
month:

This is a prorated amount for the payment of any
annual assessment fees against this property. It is also
called a "pre-paid." It is charged to the borrower and
shown in the appropriate column.

1006 - 1008) Extra blank lines for any additional items unique to the

closing of this particular loan.

1100) Title Charges:

1101) Settlement or closing fee to

The lender and closing agent are allowed to charge a
settlement or closing fee. The amount of this charge
could be split between the buyer and seller, or paid in
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full by the buyer or the seller depending on how the
contract is written. There may be an amount shown in
both columns.

1102) Abstract or title search to

There is most often a fee charged to either bring an
abstract to date, if the state is' an abstract state, or at a
minimum a title search fee. The lender must be sure
that there is no flaw in the chain of the title and must
check to see if the property is clear of any mortgage,
liens, or encumbrances.

1103) Title examination to

There is most often a fee for an attorney to examine
the abstract or read the chain of title. All lending
institutions require this service and it is usually
charged to the buyer and shown in the appropriate
column.

1104) Title Insurance Binder to

Some loans require title insurance be purchased to
guarantee that a property has a clear title. This
insurance protects the lender and sometimes the buyer

against a clouded title. For an additional premium, the

buyer can obtain insurance coverage. This is generally

a fee charged to the buyer and is shown in the
appropriate column.

1105) Document preparation to

The lending institution is allowed to charge a
document preparation fee. This fee may be charged for

preparation of the note and mortgage documents. This

is generally charged to the buyer and is shown in the
appropriate column.

1106) Notary fees to

There are documents signed at closing that must be
notarized before being recorded in the land records.

104



102
The closing agent or lender usually charges this fee to

the buyer and is shown in the appropriate column.

1107) Attorney's fees to

This line is included for any attorney's fees that were
accumulated during the course of the sale of this
property or other legal services or closing services. This

could be charged to the buyer or the seller, depending

on who incurred the fee.

1108) Title Insurance to

This is a fee that is charged for the premium on title
insurance. It is generally a buyer's expense and is
shown in the appropriate column.

1109) Lender's coverage

This is a fee for the title insurance. It is the fee charged

for the lender's coverage of the policy. It is generally a

buyer's expense.

1110) Owner's coverage

This is a fee that is charged to the borrower for the
homeowner coverage of title insurance. It is generally a

buyer's expense.

1111 - 1113) Extra blank lines for items unique to this closing of this

particular loan.

1200) Government Recording and Transfer Charges

1201) Recording fees: Deed $ ; Mortgage $

Releases $

These are allowable charges for the recording of
required documents. Generally, the recording of the
warranty deed and mortgage is charged to the buyer.
The recording of releases is charged to the seller.



1202) City/county tax/stamps: Deed $ ; Mortgage $

Many cities and counties require tax stamps when real

estate is purchased. The warranty deed stamps can be
charged to either the buyer or seller.

1203) State tax/stamps: Deed $ ; Mortgage $

Some states require tax stamps when real estate is sold

or purchased. These stamps can be a buyer or seller
charge.

1204) - 1205) Extra blank lines for items unique to the closing of this

particular loan.

1300) Additional Settlement Charges:

1301) Survey to

Most lenders require a survey be performed on the
property prior to closing. The survey company
certifies to the lender the property boundary lines.
This is generally a buyer's expense.

1302) Pest inspection to

Pest inspection certifications are generally required on

all loan closings. The lender wants to be assured there

are no termites or termite damage present in the house.

This is generally a seller's expense.

1303) - 1305) Extra blank lines for items unique to the closing of this
particular loan.

1400) Total Settlement Charges (enter on lines 103, Section1, and 502,

Section K):

This is a total of each of the buyer's column and the seller's
column.

In most cases the HUD 1- Settlement Statements must be signed by both the
buyer and the seller. Proper legal names are to be typed and signed as indicated.
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104
ADDENDUM TO HUD-1 SETTLEMENT STATEMENT

V

The FHA requires this addendum as a certification that the borrower and

seller received copies of the Settlement Statement and that the receipts and

disbursements are true and accurate. The Settlement Agent also has to certify

to the same information. A closing date is required on this form.



TRUTH IN LENDING DISCLOSURE STATEMENT

y
The Truth in Lending Disclosure Statement is a document that discloses to the

borrower all the costs involved in making and closing the loan. The lender is

required to give this to the borrower within three business days of the loan
application. For home purchase loans, this statement may be revised just before

closing because it is based on the Good Faith Estimate of closing costs. This
statement can be confusing to the borrower. It has five (5) primary boxes:

1) Annual Percentage Rate (APR):
The annual percentage rate or APR is the cost of a borrower's

credit as a yearly rate. This APR is defined by the federal
Truth in Lending Act, as including finance charges, as well as,

the contractual interest rate. The APR shown on the Truth in
Lending Disclosure Statement is always higher than the
interest rate shown on the note and mortgage. This does have a

tendency to confuse the borrower.

Finance Charge:

This is the dollar amount the credit will cost you. It is your

estimated closing costs.

3) Amount Financed:

The amount of credit provided to you or on your behalf. It is

your loan amount.

Total of Payments:

The total amount of money you will have paid after you have
made all scheduled payments. This amount is usually a very
large dollar amount, because most often is spans a twenty-five

(25) to thirty (30) year mortgage term. The figure is a total of
all interest you will pay over the life of the loan plus the
original mortgage amount.

Your Payment Schedule:

This area of the statement shows the breakdown of your
monthly payments. It sets out the principal and interest
amounts, as well as, all tax and hazard insurance amounts and

how those payments are to be made. It also indicates any late

payment charges or prepayment charges.

n.
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106 NOTE

The note is a document on which a borrower promises to repay a loan. In the
case of a home loan, the note is often referred to as a mortgage note. The note
contains the following information:

1) It identifies the "borrower" as the person signing the Note, as
well as, the person's successors and assigns.

2) It identifies the "lender" by name.

3) A Note always contains a clause declaring the borrower's
promise to pay interest and repay the principal sum of the note.

4) It sets out the principal amount, rate of interest and term of the
note.

5) It says when and where payments are to be made.

6) It gives the amount of each payment.

7) It indicates the Note is secured by a mortgage, deed of trust, or
similar security instrument that is dated the same date as the
Note and called the "Security Instrument." The Security
Instrument protects the lender's legal interest in the property
should the property be foreclosed.

8) It indicates payment adjustments, if applicable.

9) A Note declares a borrower's right to prepay the debt.

10) A Note sets out the penalty if the borrower fails to make
his/her payments. It sets out late charges, and default charges.

11) The Note sets out waiver rights, obligations and proper notice
requirements.

By signing the note, the borrower accepts and agrees to the terms and

conditions contained in the note.



PAYMENT LETTER - ATTACHMENT TO SETTLEMENT STATEMENT

V

This is a simple form that sets out all information required to make your
monthly mortgage payments. It may include the following information:

Loan number

Borrower's name and address

First payment due date

Complete breakdown of payment amount, indicating the amount of
the payment being applied to principal, interest, taxes, and hazard
insurance

When payments are due

To whom checks are to be made payable, with the address

An estimate of your annual real estate taxes

These items are not required but may be included:

Legal description of the property

Date of closing or settlement

Property value
Sales price

Loan amount

Interest rate

Term of loan

Seller's name

Loan closer's name



INITIAL ESCROW ACCOUNT DISCLOSURE STATEMENT

y
The escrow disclosure statement is an estimate of activity in your escrow
account. It indicates a starting balance, payment amounts into and from the
account, description of those payments into and from and anticipated escrow
account balance.



'PURCHASER /BORROWER STATEMENT
SELLER/OWNER STATEMENT

y
This is an affidavit that there are no outside agreements associated with this
loan or the sale of this property. The buyer and seller both sign certifications to

the fact that they are the sole owner of a fee simple title and are in possession or

will be in possession of the property.
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MOR TGAGE

V

The mortgage or security instrument is a document signed by a borrower and
a lender giving the lender the right to the borrower's house if the borrower does

not repay the loan. The mortgage has many clauses. The mortgage contains the

same information as the Note and other clauses such as:

Application of payments

Fire, flood and other hazard insurance requirements

Condemnation
Occupancy, preservation, maintenance and protection of the property

Fees

Grounds for acceleration of the debt

Reinstatement information

Foreclosure procedures

Generally during a loan closing, the borrower does not take the time to read
completely through a mortgage. It is advisable for the borrower to be very
familiar with the mortgage prior to closing. Typically the mortgage is a lengthy

document to read at a loan closing, but you, the borrower, have every right to
take the time to read the mortgage. Asking for a draft copy of the mortgage in
advance would be wise. Don't ever sign a document you have not read or are
not familiar with. Ask questions about any provision found in the mortgage if

you do not understand the provision. Seek legal counsel when needed.
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HOW TO CARE FOR YOUR HOME AFTER CLOSING

V

Congratulations!
You are now the proud owner of the home of your dreams. You have worked

hard to save money, find the right neighborhood, the right real estate broker,
the right house, the right lender, and the right closing agent. Now it is time to

think about how to protect your investment in your home.

There are some questions you should be asking yourself. For example:

How should the house be maintained?

How do the repairs get done?

How will you pay for major repairs?

What are the safety issues that need to be addressed?

How do you relate to the new neighbors?
What ways are there to make the house more energy efficient?

What insurance coverage is necessary?

Is refinancing a way to reduce mortgage payments?

What should be done if it's not possible to make mortgage payments?



114 SEEKING ADVICE FROM THE PREVIOUS HOMEOWNER

The best source of information for the continuing maintenance of your new
home is the previous owner. Hopefully before closing takes place you spent
some time with the previous owner going through the house room by room to
become familiar with all the aspects of the house. Most important would be
the basic systems such as the roof, the electrical, the heating, the plumbing and
the foundation. In addition, the previous homeowner can give you the names
and phone numbers of contractors and other professionals (electricians,
plumbers, roofers, carpenters) who have worked on the house and what they
did and when they did it. You should try to obtain construction information
such as wiring diagrams, blueprints or remodeling plans. It is important to
know who picks up the garbage or trash and when they do it. You should also
know who the fuel oil supplier is and when fuel oil is delivered if you have an oil
burning heating unit. You should be familiar with the location of the main shut
off valves for water and gas, the main electrical switch, the fuse or
circuit/breaker box, and the operation of the hotwater heater thermostat.

MAKING NECESSARY REPAIRS

The pre-inspection report you requested before buying the house will give you
information related to repairs that may be needed now and in the very near
future. There are minor repairs to the house that you will be able to perform
such as a replacing a broken window, caulking tile in the bathroom, weather
stripping, or painting. For typical repairs you'll need to have the following basic
tools:

Hammer

Straight blade and Phillips screwdriver (or combination screwdriver with
interchangeable tips)

Slip joint pliers

Handsaw

Wall scraper

Tape measure

Flashlight

Plunger (one that works for both sinks and toilets).

Other repairs will require the services ofa contractor. You will need to know
how to find a contractor, who is reputable.



Here are a few guidelines you can follow to help you make the right selection:

1) Talk to people in your neighborhood to get the names of
contractors suitable to do the repairs that are needed. You
should also use local publications to put together a list of
contractors.

2) Arrange to have the contractors visit you for an interview and

a discussion of the work that needs to be done. Ask the
contractor for the address of a property where you can see
what work has been done.

3) Get free cost estimates from the contractors. Ask them to give
you an estimate in writing in the form' of a firm bid with a date
that work will be started and completed.

4) A contract specifying what work is to be performed, all
material and labor for the project, when payments are due,
when work is to be completed etc., should be signed by you
and the contractor you selected. It's important to hold back
about ten percent of the payment until after the work is
completed.

5) The contractor should be required to obtain the necessary
permits and make sure the work is inspected, if required by
local government.

6) Be sure the contractor has liability insurance that includes
bodily or personal injury, and property damage.

7) The contractor should provide a reasonable time of
guaranteeing the work that is to be performed. Thirty days is
normal but, the type of work performed should be considered.

Manufacturers' warranties could apply for a product that was
installed by the contractor.

HOME MAINTENANCE

Now that you own a home of your very own you want to make sure it is
maintained properly. Home maintenance requires some routine inspections for

maintenance. We have provided you a Home Maintenance Checklist to help
you become familiar with the items and systems that should be routinely
inspected and cared for.



116
HOME MAINTENANCE CHECKLIST

The purpose of this checklist is to help you identify the need for minor repairs

or maintenance by walk-through inspections. These should be done at least

twice a year because of seasonal changes once in the fall and once in the

spring. You should be able to recognize the evidence of a need for repairs at

other times during the year based on your walk-through experiences. Major

repairs and their cost will be avoided if you do proper inspections and take

appropriate action. The checklist indicates the parts of the home, what

indicators of a problem to look for, and suggests possible causes.

INTERIOR

Basement Dampness or water following wet weather Check if

ventilation to the basement is adequate, if sump pump is working, if leaders

and downspouts are working properly, and if drainage on the outside of the

foundation is away from the house.

Living area Water stains on the ceiling Check for missing caulk

around the bath tub and tile.

Attic or ceiling under roof Water stains Check for worn roof or

missing shingles.

Electrical System Fuses that blow or circuit breakers that go off -

Check for overloads and employ a licensed electrician to upgrade the

system if the problem continues.

Heating and Cooling Systems - Inadequate heating or cooling Check

for dirt and dust around furnace. Clean or change any air filters. Have

heating and cooling system checked by a qualified service person.

Plumbing System - Leaking faucets Check for worn washers.

EXTERIOR

Foundation - Pool of water Check leaders and downspouts to make

sure rain water flows through properly and away from the foundation.



Walls Peeling paint or decayed siding and trim Check for lead-based

paint if the house was built prior to 1978 and take corrective measures if

there is a problem. Check drainage from leaders and downspouts.

Roof Missing or worn shingles Check branches of nearby trees to

determine if they are too near the roof. Evaluate roof for replacement.

Yard Rotted or dying trees Check for insect infestation and soil

contamination from road salt, chemicals, etc.

GETTING MONEY TO PAY FOR REPAIRS

The money to pay for major repairs can come from home improvement or
personal loans from local lenders. The contractor may provide financing or
advise you where to obtain it. A home equity loan may be the approach you
take. In any event, you should shop around for the best interest rate and the
best repayment schedule for you. Check with community agencies to find out

if money is available through special grants or loan programs.

You should perform a fall and spring inspection, since it will be helpful

for you to be aware of items that may need attention before they become major

repairs. Eventually it will become routine to check items that may need repair

before they become a problem. This will save you money in the long run.
Examples would include replacing a downspout from the gutters, scrapping
and painting the outside trim of windows, cleaning or replacing the furnace
filter, and draining the hot water heater.

SAVING MONEY THROUGH ENERGY EFFICIENCY

Energy efficiency such as adding insulation without over insulating to cause
dampness, having a thermostat timer and purchasing energy efficient items will

result in lowering the expense of homeownership. You can contact your local

utility or state agency for energy-saving tips and the availability of grants or
low cost loans to improve the energy efficiency of your home. You should be
aware of energy savers such as: Turning out lights when you leave the room,

not letting water run unnecessarily, insulating your attic, having your furnace
or heat pump serviced periodically, installing storm windows and putting
weather striping around your windows and doors.
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m
SECURING YOUR HOME AND FAMILY

Safety issues relate to protecting your home by changing locks, installing fire

extinguishers, and listing emergency numbers near your phone. In addition, fire

marshal recommended smoke detectors should be installed on the ceiling or
hallway outside each bedroom door and in or near the living room. They should

be checked periodically to make sure they are working. A chain link ladder
should be considered for a way to escape from a second or third story window.

It can be stored under a bed or in a closet. You can perform a fire-prevention

tour of your home or have a fire inspector come to your home if the community

provides the service. A first aid kit with band aids and medicines in a easy to
reach place is very important for everyone in your family. Ways of making your

home secure would include, locking your doors and windows when your not at

home, trimming shrubs that hide windows and doors, putting up lights for
lighting your house and yard and stopping mail and newspaper delivery if your

going to be away for a few days. You should have all of your important papers in

a safe place such as a safe deposit box at a local bank or a fire proof safe at your

home.

GETTING NEIGHBORLY ADVICE

Neighbors are a very important source of information. You should make it a

point to meet with your neighbors soon after you move into your home. They
will be invaluable should an emergency occur where you need their help and
they will be most helpful in advising you of the benefits of being part of your

community. For example, changes such as, street widening, zoning changes on a

nearby property and the location of a community center could have impact on
you and your home. Your neighbor can provide you with access to community

organizations you may find helpful to getting involved in neighborhood
activities. This might include a Blockwatcher or Neighborhood Watch
Association, child home care or play group, Volunteer Fire Fighters
Association, Boys and Girls Clubs, etc.

CONSIDERING HAZARD, FLOOD AND OTHER INSURANCE PROTECTION

It is very important to keep hazard insurance complete and up to date. Flood
insurance is also needed if you are located in a federally designated flood plain

area. These are required by lenders before closing. You should make sure your

hazard insurance policy contains an inflation rider which automatically



increases the coverage as the value of the home increases. It is important to be

sure replacement cost new is provided rather just value. Other insurance
available would include a homeowners warranty and insurance from the place
of purchase that extends the warranty period for new equipment. Mortgage
life insurance pays off the mortgage at the borrower's death. You may wish to

consider all of the preceding insurance as good investments; however, you will

have to include the cost for each in your expenses.

LOWERING YOUR MORTGAGE PAYMENTS

It is possible to lower monthly mortgage payments by refinancing the
mortgage on your home. The decision to refinance a mortgage depends on the
interest rate available for a new mortgage, discount points and the amount of

closing costs to be paid. Typically, there needs to be at least a two percent
difference between your mortgage and the new mortgage that is available.
Refinancing may not be a good idea for you if you have a prepayment penalty
on your mortgage.

LOOKING FOR HOMESAVER ASSISTANCE

You should contact your lender immediately if you are unable to make a
mortgage payment. The main reason homeowners fail to make mortgage
payments is usually due to a loss of income related to divorce or marital
problems, death of a family member, job loss and/or the inability to replace
income, major illness and/or large medical bills, etc. You should immediately
contact a housing counseling agency for assistance in straightening out your
financial difficulties and helping you deal with your lending institution.
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CASE STUDY - THE JOHNSON FAMILY

Cathy and Ben Johnson recently moved into the home of their dreams in order

to accommodate their growing family. Cathy, while cooking dinner, noticed
water leaking from a light fixture in the ceiling. When Ben arrived home, he
checked it out and immediately realized it was from a leaking roof that needed

to be replaced. During dinner Cathy revealed to him that the doctor advised
her to take leave from her job in order to carry her baby to term. This news
alarmed Ben because earlier that day he received a notice of job termination
effective immediately due to a downsizing.

Ben decided that Cathy should be aware of his situation. He informed
her of his pending job termination meaning they would have to pay the full cost

of their much needed medical insurance. They sat down to discuss the changes

needed in order to pay their bills. It became obvious that their limited
resources would not allow them to continue making mortgage payments, pay
their many medical bills, or replace the roof.

What should they do?



Questions:

GROUP DISCUSSION

1) It's a cold winter's night and you find that the heating unit in
your home is not working. What do you do?

2) How do you respond to your neighbor who comes to your
front door to tell you your child has broken their window?

3) You come home and find your spouse in need ofemergency
care. You have an infant and a young child who need attention
while you take your spouse to the emergency room. What
steps would you take in this situation?

4) What do you do if you are unable to make a monthly mortgage
payment?

5) You receive a notice about a next door neighbor who is
planning an addition that will result in the destruction of trees
on your property. What should you do?

6) You suspect your neighbor is allowing their dog to relieve itself

at night on your property. How would you solve this problem?

7) You want to make an addition to your home. What doyou do?

8) You have heard that your neighbor received a grant to improve
heating unit efficiency. Where would you go to get more
information

9) You have read in the newspaper how interest rates are at an all
time low and many homeowners are refinancing their
mortgages. Should you take advantage of this opportunity?
What steps do you take?

10) Fall is here and leaves have accumulated on your lawn. How
will you remove them from your property if burning is not
permitted?

11) You buy a new stereo, you install it, you turn it on and the
lights go out. What do you do?
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Flowliontiills[Typ of Busine Bag.. (l.1. cede) olionyi ille/ Type ol Busine. Bo.. Phone (Intl. 1. esd.r

Woos A Addree al Employs
MS. Employed

int. piom-Io) Nn. a Add. of Employer

e n / . yp OBTATInes

M Sell Employed
In se (loorn a)

Mnnly Interns

I

Mon Ty Income

I
(I . odePoillon/litly type el euine Bus nese ein. (Incl. el

Fledelle Mac Fenn 113/0.. 10/12

ISC/PLA/Y0193/1030.1
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plowdo0 an trOs oag es Km and 00005I
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MONTHLY INCOME AND COMOINEO HOUSING EXPENSE INFORMATION
Cit Month ty Magma Boma. CoIscrootoof Tom

E1r37;Vels....1 E san err

nem............ . .

rift Mortgage irits

Pren1 Pestrem

blase Erna,. Inconso a 6 e

Clemilme

BaNeil Other Finencing Wall

Commissions Houma Inschenc

Dtvidendl/bstehmt Real Seidel...
Nat Rni& Insane Mortgage Innnisne
OTHER Melons Complling.
glee Iheln011b In 'describe
Cane/ Income; Wool

Home...1w Assn. ChM,

an.,:
ToldTot 1 1 I Total / t
tlelf Employed Derremmo may 0. mquirod So plooldsoldltionel dominsentenfon such se ta rem n nd 11 eldernnis.

Describe Other Income Norice:Allmony, child support, or separate maintenance Income need not be revealed 11 the
Borrower (B) or CoBorrower (C) does not choose to have II considered for repaying
this loan.B/C Monthly Amount

.. VI. ASSETS AND LIABILITIES

Ws &Mment end any spreadable supporting schedule, may be completed tolmly by both married and ynnntried Co.Ronossers If their assets end aebitalm et. suniciennyloMed so ihm the Simonsen, yen be/vs...minatory and fairly presented an corribmd beets: einem.. moues. Simonsen,' and Schedules am sou red. IM CoBorroarm swoon ems compieled Pout spout, Mit Slaienwnt Imo supponmgschedules must be completed Wu, thel spouse also.

ASSETS
Dvollption

Cash or Market
Value

Cash deposit lemma aurchm held by:

Llbilinet end Pledged A 1n Ust the crecitior's nem, 00.It 000 netnyn/ nunnb1101 01 outstanding debts, mcvomg
automobile loan, tmonnnn charge accounts. peel strun mans. alimony. child sunpon. MOO! 1etl9tf. etc. 1)1 COnfinytiGn
sn01, tl necessary Indicate by Ii lhos 1112.1,111*Knonil b .«1.11.0 upon Sal of fern edict armed or upon rehnemmg of

.1,10C1910pfly.

LIABILITIES
Monthly Payt. & Unpnid
Mos. Loll to Pay Balance

1-1,1 c.n.c king end 00.090 CiOl, beta.

Nm end ....s ol hen, OIL. Of Csdil Union

Name eta 000 r el Company

oyes.

Pert./Mo.

Acct. n.

Nemo end ad ddddd o1 an. 3L of Genoa Union

Name end addr of Company

Acct no

Pyi./are.

Acct. no.

Name and oddities of Bane. SL. of Clealt Union

Name end mime.. of Crnpny I pay!. /Me..

acct. n.

Acct. no. Is
Nemo and addl.. of dent, SaL. of C1.11 Union

bleen n el Compeny

acct. no

I Pays., mom.

Amt. no.
Slot.* 80000 (Company °mt./numbs.
/ dmictiptien,

Name end 0111* al Canypny

aml: no

Por./Moe.

Ufa Insurance net coon iu

Foos amount 1

Subtotal Liquid Assets

Reel tab owned lents/ merliel volu
Item .module of foal *Moto cremd)

Name end pop." el company

Acct. no.

I Pep /Moe.

Vested Interest In lollfernent fund

Net worth al buelnesistes1 owned
paean financial IMnerneng

Mitamoblle Owned Onse and yea)

MDT and so eeeee of Company

Acct. Ne.

t Pr./Moe.

Dine, namta ithenmei

Allmany/Child Iiiipporl/Bepatme Masnlenenc Peernenio
Owed lot

am, Rmaseo Essen.. ion lid one, %mum mom. 110.1

Total Pau. a. II

Total Monthly Payments
Net Worth
(a minus b) Total Liabilities b.

f1011010 MOO Fenn 47/Rm. 10/17

iSC;PLAI/0113/10671
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VI. ASSETS AND LIABILITIES cont.

Schedule of Real Estate Owned (If additional properties are owned, use continuation sheet.)

Properly Add. tomer a a Bold. ell I ***** MO
ele or il If renlel being held for Income) t Pc op. ny. t Be . r47,*.;:l1..

Ammons el
alertgegoo Wm

000..
Rental lama.

0.05.
Paytmns

.............
Motnimma,
T S. Wm. arm

$1..1 Mom

S S S S S

Totals $ S $ S S S

st any addlllonal names under which eredit has previously been received and Indicate appropriate creditor name(s) and account number(s):

Alternate Name Creditor Name Account Number

VII. DETAILS OF TRANSACTION

a. Purchase price

b. Alterations, Improvements, repairs

c. Land (if acquired separately)

C. Refinance encl. debts to be paid oft)
e. Estimated prepaid Hems

I. Estimated closing costs

g. PMI. MIP, Funding Fee

h. Discount (if Borrower will pay)

I. Total costs (add Items a through h)
j. Subordinate financing
k. Borrower's closing costs paid by Seller
I. Other Credits (explain)

m. Loan amount
(exclude PMI, MIP, Funding Fee financed

n. PMI. MIP, Funding Fee financed

o. Loan amount (add m & n)

p. Cash from/to Borrower
(subtract i, k. I & o from it

If you answer 'yea' to any questions a through I, Borrow. Coe...sr
please use continuation sheet for explanation.

a. A. ilaso any memo.g lodgments swim. yogi

b. Hew you been dec./. bent/mot MM. inn Cod l yoon1

C. limo you non lueOony lotrclemri tenon n gin sine to Mod
In Neu ihenof In in la° r yews/

d. Ao you onny to toonuoi7

0000
.000

. If.. you dorm." or moinrcIty bn obngsi.d on any loon ...eh oaluired on fottomiut, of 1 ila on mu nl
0' 1,..entn17 01,11e aCnold Ineloy even loons bon. rnongq 100., SRA Koons. hon. impoontonni

vavbehonth .onbInothreo imoonol hone band monolog, !inne. obiigosion, Dar... loan
guatamm. pOmd clsoiaois. including do.. nma and Addmis of
Loules, ill., 1/A casement.. A any, and moons lot M action I 0000

I. Ara you Otiose...op dnnount o In deaull on any C../ MO or .ny Mho tom,
mongol, Artanual obuiplion, bond. or ben go...moo? I 'Yea' gm muses az
downs. In Me ...WI Quest..

9. Ate you oollgalw to On Mom. child sinsoon, or Gomml nioontenencosr

h. to on, pan ol in. *am porni boneromeir =
I, Are you co 0.1.00 or ndOrf On note?

1. A. you U.S. crIllen/

Am you corn.nra oesidnt Wien/
I. O. you intend Is occupy th properly a your primary rest

e 'Veal Obhlen t. Mime

ea How you had an comm. ..... In fnotiny m the v.'s&
Ili wTal typo of pop, did you ow, rommal.eidome

smono nom iSee. or ...nom WeCoM B.17
M 14o. osd you nod nos b Me home sooty by yours. (SI

its eon sown* ISPo co loins won anon. Dimon Cl?
IX. ACKNOWLEDGMENT AND AGREEMENT

000 0
0

0 000 00 000000
00

The undersigned ...Beady acknowledge ts) anti *greats, Mal: Ill In. Man ...sib by this eisoftraton sod 00 1.0,0.0 by riot montaag 0 tired d INI1 on in pommy deluolimil noon: m 1M emeiony
*tan. be wad for any inegat 0 peonitooled purpose ot usta 131 se Mal.nls mos in ibis Opphialsbe, CM .400 h. Me woos. ol obiammg1M loan onchcald nitton, lel 0000n ol In toomrty MI be as
Intocaleo asscru: Ti w..talbn a tntmenhootIon el any information cont... In Ino appbbloon may to moot It any hone by the Lome, es agents. successorsand assigns. troMetmecity 00 Wougn a owt
opening agency, Porn any sow./ named In this oollcalion. ono 101 oinogonot copy ints sopikMn to now. by Me ltnOm. rm. Iro loan is nor Dwo...<1; 10) Me 10001,. it agent, Symbeyson ene1
Yeomans me, On on. arms., uenlooned In the oppolealoen end lb. con sung obtopowo to amend Ana supp.e.n.,. Ma otoomd. m Mo. ooncliOn of any al rnotootal melon
line h.* repotlenteb he.. V.vld change plow 10 closing; m In the Owen my /D,0 Vernon. On Ins bon :0005N. In nth appacation bcom bel.Mbenl. Lena. III Agents, successon end saqns, rnay,
in seamen re inot oiner Monis and refneffies, moon my/our nrmist and account iniormailon lo cnrcin mooning agency; 1131 omennip ol me loan may be irons... to successor or elven of die 1,00.,
onMenn nolic to me ono /of do odmmosmiton of 11, loan account may be mnsien. to an 0901. suc ..... msin or the tinder min arm no.* to ma: (9) 0, tMr. Ns agirms, successoes and mogns
nyed no oopseeentolipme eoptee or 1001150, to tho Elonomi(s)eagarcling the 0awny.IM come.. d Ise ptomny, 0th roue din procny.

10,0, aoonn discrinanilon ter.. Ihal sit etedolors rnm chic. lumie ...Mateo to ell ciCle mossy 0u1101..., and that .100 reposing ognum monism SoperOlocrecte hoSlatoof On ele InormeNal
PPP. MOWS. The Ohio cad night. osnuniu/on sidnunIstero 000.000 ca 011, Pus hoe

Certification: !M Gently Mal th. Informedlon Molded In MN application Is In. and con.? al 04 Me dale lel fonts olicasol my/our signal/nets) on Ibis llopiicalton and esnooseog my/out
unOwslanding Mal any Inientionar or negligent mlwormniallonisl of the mlomailon consort. M Mos noOn11. ny .000 In cmi Naboiy nd/0 cntrunal emnailles exit/tang. ON not Ilnuted ens oe
Pnonsonenm 0 both undo the foonsione of TM* It, Unded Stales Coo, Section 'OW. 01 s.. and insboiey tot moncry Memo. Us ionclon,110 gents.succosso And Migna insuiers and any othee
person who may Sutler any 10. du 10 1411111100 open any Mint p./1.11Con wohich I/me NM 17.00 014011

borrower s Signature Lisle
X

Co- Borrower s Signature Date
X

X. INFORMATION FOR GOVERNMENT MONITORING PURPOSES
he following onlOrmalion os requested by the Federal Government for certain types of loans related to a dwelling, In over tO monitor the Lancer's compliance

with equal credit opportunity, lair housing and home mortgage disclosure laws. You are not required to !tartish this Information, but are encouraged to do so.
The law provides that a Lender may neither discriminate on the basis of this information, nor on whether you choose to furnish it. However, if you choose not to
furnish if, under Federal regulations this Lender Is required to note race and sex on the basis of visual observation or surname. If you do not wish to furnish the
above information, please check the box below. (Lender must review the above material to assure that the disclosures satisfy all requirements to which the
Lender is subject under applicable state law for the particular type of loan applied for.)
BORROWER

I do .01 sOsh 10 furnish this Inlonnallon

P.C./N.P." O rrasranInledelalmn Psi:1°1.16nd..
Origin:

P11:11Info.:11910 =NIP.*
Mot (specify)

OMaleFemale
is be Camp.. by Intern..

INS OVICOLIOn ti lat. by:

r.o.holoce Mho..

by nwr

by telephone

vmh, 00404

CO-BORROWER
L__Jt do nos gosh to furnish Inn Inhornallon

. '''''' .% t: gAI.''''' I:C1am. Iopronr
0/151n:

tei'is"pinr co.'sgin Hi...
E.] O.. ispeohit
=FemaleSec

Inlemewef Nam tom or eye.,

Inhnolermees Signature Dal.

anew. Peen. Number end. area coots,

Nemo snit Obehyl 0 Inter.00010 Emir/ern

terldle Mee Rom 11S/Rev. 10/17

15C/RLA//1 09 1/10034.

pop ]ale peg. Penn. Mae ions tees/Re, gem
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Borrower's Certificate. The undersigned certifies that:

(a) I will not have Outstanding any other unpaid obligations contracted in connection with the mortgage transaction or the purchase of the said property
except obligations which are secured by property or collateral owned by me Independently of the said mortgaged property, or obligations approved bythe Commissioner;

(b) One of the undersigned Intends to occupy the subject property. (note: delete this item it owner-occupancy N not required by the commitment);

(c) All charges and fees collected tram me as shown in the settlement statement have been paid by my own funds, and no other charges havebeen or will
be paid by me In respect to this transaction;

(d) Neither I, nor anyone authorized to act for me, will refuse to sell or rent, alter the making of a bona fide offer, or refuse to negotiate for the sale or rental
of or otherwise make unavailable or deny the dwelling or property covered by this loan to any person because of race, color, religion, sex, handicap.
familial status or national origin. I recognize that any restrictive covenant on this property relating to race, color, religion, sex, handicap, familial status
or national origin is illegal and void and any such covenant is hereby specifically disclaimed. I understand that civil action for preventative relief may
be brought by the Attorney General of the United States In any appropriate U.S. District Court against any person responsible for a violation of this
certificate.

Bon... 01 Sigma...ell) & 0&l.:

X

Lender's Certificate. The undersigned certifies that to the best of Its knowledge:
(a) The statements made in Its application for insurance and In this Certificate are true and correct;

(b) The conditions listed above or appearing In any outstanding commitment Issued under the above case number have been fulfilled;
(c) Complete disbursement of the loan has been made to the borrower, or to his/her creditors for his/her account and with his/her consent;

(d) The security Instrument has been recorded and Is a good and valid first lien on the property described;
(e) No charge has been made to or paid by the borrower except as permitted under HUD regulations:
(I) The copies of the credit and security instruments which are submitted herewith are hue and execs copies as executed and filed for record;
(g) it has not paid any kickbacks, fees or consideration of any type, directly or indirectly, to any party in connection with this transaction except as

permitted under HUD regulations and administrative instructions.

I, the undersigned, as authorized representative of
mortgagee at this time of closing of this mortgage loan, certify that I have personally reviewed the mortgage loan documents, closing statements. application
for insurance endorsement, and all accompanying documents. I hereby make all certifications required for this mortgage as set lonh in HUD Handbook
4000.4.

L.r, Nemo:

51gnawse & Tni ar Lonalee I O5.0.1 & 0.1.:

X

Note: II the approval is executed by an agent in
the name of lender, the agent must enter the
lender's code number and,type.

Co. Nun... IS Siqnsi: T

t5C/97X0A MUO/VA ADDENDUM// 10119(04,514. Page 4
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REQUEST FOR VERIFICATION
OF EMPLOYMENT

Privacy Act Notice: This Information is to be used by the agency collecting it in determining whether you qualify as a prospective mortgagor under its
program. it will not be disclosed outside the agency without your consent except to your employer(s) for verification of employment andas required and
permitted by law. You do not have to give us this information, but if you do not your application for approval as a prospective mortgagor may be delayed or
rejected. The information requested in this form is authorized by litle 38, U.S.C., Chapter 37 (if VA); by 12 U.S.C., Section 1701 et. seq., (if HUD/FHA) and
Title 42 U.S.C., 1471 et. seq., or U.S.C., 1921 et. seq., (if U.S.D.A. FmHA).

Instructions: LENDER OR LOCAL PROCESSING AGENCY (LPA): Complete Items I through 7. Have the applicant complete Item 8. Forward the completed
form directly to the employer named in Item 1. EMPLOYER: Complete either Parts II and IV or Parts III and IV. Return form directly to the Lender or Local
Processing Agency named in Item 2 of Part I.

Part I Request
1. Name and Address of Employer 2. Name and Address of Lender or Processing Agent

I have applied for a mortgage loan or rehabilitation loan and stated that I

am/was employed by you. My signature in the block below authorizes
verification of my employment information.
3. Signature of Applicant

1, Employees identification

5. I certify that this verification has been sent directly to the employer and
has not passed through the hands of the applicant or any other interested
party.
Signature of Lender, Official of LPA, or FmHA Loan Packager

8. Name and Address of Applicant 7. Title

e. Dale 9. HUD/MA/CPO, VA nr Fmf IA No.

Part II - Verification of Present Employment
10. Present Position 11. Dale of Employment 12. Probability of

Continued Employment

14. Current Base Pay

s D Annual
15a. Earnings Year.to-Date Past Year

$

Monthly

b. Overtime Year.to-Date Past Year

13. If Overtime or Bonus, if Its continuance likely?

Overtime Yes No Bonus Yes No

.1 Hourly Weekly E-J Other (Specify)
re.

c. Commissions YeartorDate Past Year

S

d. Bonus YeartoDate Past Year

$

For Military Personnel Only
Inwrible ray Monthly An falai) Nnollaanblo ray (Moill11 y Amoanl)
Base ray Career C ray

rro ray

flight ray

Oil ler (Specil y)

auntie's VIP;

nations

Clothing

$

Other (Specify)

$

17. Remarks: (If paid hourly, please indicate average hours worked each week during current and past yawl

Part ill Verification of Previous Employment
18. Salary/Wage at Termination per: I-1

1_1 Year
Base Pay Overtime

$

19. Dates of Employment

Month 0 Week
Commissions Bonus

Is $

20. Position Held

2t. Reasons for Leaving

Part IV - Certification

Federal statutes provide severe penalties for any fraud, intentional misrepresentation, or criminal connivance or conspiracy purposed to influence the
issuance of any guaranty or insurance by the VA Administrator, the U.S.D.A., FmHA/FHA Commissioner, or the HUD/CPD Assistant Secretary.
22. Signature

1

23. hale of Employer 24. Date

FileName: MOD3.ATN 8/29/96

Ilk ST 1,4)PY AVM A LE
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REQUEST FOR VERIFICATION OF DEPOSIT
PRIVACY ACT NOTICE STATEMENT - This information is to be used by the agency collecting it in detemining whether you qualify as a prospective
mortgagor for mortgage insurance or guaranty or as a borrower for a rehabilitation loan under the agency's program. It will not be disclosed outside the
agency without your consent except to financial institutions for verification of your deposits and as required and permitted by law. You do not have to
give us this information, but, if you do not, your application for approval as a prospective mortgagor for mortgage insurance or guaranty or as aborrower
for a rehabilitation loan may be delayed or rejected. This information request is authorized by Title 38, U.S.C., Chapter 37 (if VA): by 12 U.S.C., Section
1701 et seq., (if HUD/FHA); and by 42 U.S.C., Section 1452b (if HUD/CPD).

INSTRUCTIONS

LENDER OR LOCAL PROCESSING AGENCY: Complete items 1 through 8. Have applicant(s) complete item 9. Forward directly to the Depository named
in item 1. DEPOSITORY: Please complete items 10 through 15 and return DIRECTLY to Lender or Local Processing Agency named in item 2.

PART I - REQUEST
1. TO (Name and Address of Depository) 2. FROM (Name and Address of Lender or Local Processing Agency)

I certify that this verification has been sent directly to the bank or depository and has not passed through the hands of the applicant orany other party.
3. Signature of Lender or Official of Local

Processing Agency
4. Title 5. Date 6. Lender's No. (Optional)

7. INFORMATION TO BE VERIFIED:
Type of Account and/or Loan Account/Loan in Name of Account/Loan Number Balance

$

$

$

$

TO DEPOSITORY: I have applied for mortgage insurance or guaranty or for a rehabilitation loan and stated that the balance on deposit and/or
outstanding loans with you are as shown above. You are authorized to verify this information and to supply the lender or the local processing agency
identified above with the information requested in items 10 through 12. Your response is solely a matter of courtesy for which no responsibility is attached
to your institution or any of your officers.

8. NAME AND ADDRESS OF APPLICANT(S) 9. SIGNATURE OF APPLICANT(S)

TO BE COMPLETED BY DEPOSITORY
PART II - VERIFICATION OF DEPOSITORY

10. DEPOSIT ACCOUNTS OF APPLICANT(S)

Type of Account Account Number Current Balance Average Balance for
Previous Two Months Date Opened

$ $

$ $

$ $

$ $

11. LOANS OUTSTANDING TO APPLICANT(S)

Loan Number Date of Loan Original Balance Current Balance Installments
(Monthly /Quarterly) Secured by No. of Late Pmt.'s

within Last 12 Mo.

$ $ $ per

$ $ $ per

$ $ $ per

12. ADDITIONAL INFORMATION WHICH MAY BE OF ASSISTANCE IN DETERMINATION OF CREDIT WORTHINESS: Please include information on ldans
paid-in-full as in item 11 above)

13. Signature of Depository Official 14. Title 15. Date

The confidentiality of the information you have furnished will be preserved except where disclosure of this information is required by applicable law. The
completed form is to be transmitted directly to the lender or local processing agency and is not to be transmitted through the applicant or any other
party.
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1. DEPOSIT AND PROPERTY
(DATE OF CONTRACT) 19 RECEIVED by (specify agent) (the -Escrow Agent")
from the undersigned Purchaser a deposit in the amount set forth in Paragraph 2a.i. hereof in the form of (CASH/CHECK/NOTE)
which if in the form of cash or check shall be deposited expeditiously by said Escrow Agent in an (INTEREST/NON-INTEREST)
bearing escrow account in a District of Columbia financial institution after final ratification of this contract. Any interest shall be paid to Purchaser at settlement.
or to Seller in the event of a forfeiture of deposit pursuant to Paragraph 11c. The deposit shall be applied as part payment of the Purchase Price, in the amount
set forth in Paragraph 2c. hereof, of the premises known as Washington, D.C., Zip Code
Lot . Square , with improvements thereon (collectively, the 'Property"), including built-in heating plant and air-conditioning system, all plumb-
ing and lighting fixtures. kitchen equipment, including range, refrigerator, built-in dishwasher, trash-compactor and disposal, all wall-to-wall carpeting, cornices.
curtain and drapery rods, awnings, T.V. antennas, screens, storm doors and storm windows, Venetian blinds, shades, indoor shutters, trees, shrubs and plants.
alarm system (with a transfer fee of $ and a monthly service fee of $ ) and
if the foregoing are installed on the Property and owned by Seller as of the above date, upon the terms of sale set forth herein.
2. PAYMENT OF PURCHASE PRICE
The Purchase Price of the Property shall be paid as follows:

a. Cash i. Deposit with Contract
Downpayment ii. Balance of Downpayment at Settlement $

TOTAL DOWNPAYMENT
b. Financing i. First Trust

ii. Second Trust
iii. Trust (Seller to Take Back) $
TOTAL FINANCING

e. TOTAL PURCHASE PRICE OF PROPERTY
3. FINANCING
a. First Trust (If FHA or VA financing is used, see Addendum attached.) The Purchaser is to (PLACE/TAKE TITLE SUBJECT TO/ASSUME)

a (CONVENTIONAL FIXED RATE/ARM/FHA/VA) first deed of trust in lender's
usual form secured by said Property in the amount set forth in Paragraph 2b.i. hereof due in years and bearing interest at the rate of_ percent per annum
or, in cases other than assumptions, the prevailing rate at time of settlement, payable approximately $ monthly, plus one-twelfth of annual
taxes, fire insurance and private mortgage insurance if required by lender.
b. Second Trust. The Purchaser is to (PLACE/TAKE TITLE SUBJECT TO/ASSUME) a second deed of trust in lender's usual
form secured by said Property in the amount set forth in Paragraph 2b.ii. hereof due in_years and bearing interest at the rate of_percent per annum, payable
approximately $ monthly.
c. Trust (Seller to Take Back). The deferred purchase money note in the amount set forth in Paragraph 2b.iii. hereof as part of the purchaseprice is to be
secured by a deed of trust in usual form on said Property, to be paid in monthly installments of $ or more, without
penalty, at maker's option, including interest at the rate of percent per annum. The entire unpaid balance shall be due in full within
II this Paragraph 3c. is applicable, this contract shall not be assigned without the prior written consent of the Seller. (See additional terms on addendum attached.)
4. CONVENTIONAL FIXED RATE/ARM FINANCING CONTINGENCY
This contract is contingent on the ability of Purchaser to secure or receive a written commitment for the herein described financing, to take title subject to any
existing deeds of trust, or to obtain lender's approval of any assumption, if required, within calendar days from the date of final ratification of this contract.
which commitment or approval Purchaser agrees to pursue diligently. Purchaser reserves the right to increase the cash downpayment and/or to accept a
modified commitment for financing. If Purchaser has diligently pursued obtaining financing and has provided all information requested in a timely manner, as
required by Paragraph 9b.v. hereof, and the lender needs additional time to finish processing the loan, prior to the expiration of the day period Purchaser
or Seller may extend this contingency period for an additional 15 days by notifying all parties of the intention to do so, and by providing them with evidence from
the lender that all information received by it to date shows that the loan should be approved. If, after making every reasonable effort, Purchaser is unable to obtain
the herein specified financing and notifies Seller of this fact in writing within the term of this contingency, this contract shall become null and void and Purchaser's
deposit shall be refunded in full. IF PURCHASER FAILS TO GIVE ANY OF THE ABOVE NOTICES, THIS CONTINGENCY SHALL AUTOMATICALLY EXPIRE
AND THIS CONTRACT SHALL REMAIN IN FULL FORCE AND EFFECT, UNLESS OTHERWISE STATED HEREIN.
5. SETTLEMENT
a. Date of Settlement. Within days from the date of final ratification of this contract, or as soon thereafter as a report on the title can be secured if promptly
ordered, and survey obtained, if required, and loan processed, all if promptly applied for, Seller and Purchaser agree to make full settlement in accordance with
the terms hereof.
b. Place of Settlement. THE PURCHASER HAS THE RIGHT TO SELECT THE SETTLEMENT OFFICE. Purchaser hereby authorizes any of the undersigned
Agents to order the examination of title, a survey, and the preparation of necessary conveyancing papers through (to
be named within 10 days of ratification).
c. Payment of Downpeyment. Purchaser agrees to pay by certified check at settlement a downpayment in the amount set forth in Paragraph 2a. hereof, of
which sum the above deposit shall be a part. If the deposit exceeds the downpayment, any excess shall apply first to settlement costs and the balance shall be
refunded to Purchaser at settlement.
d. Payment of Conventional Loan Fees. If a new loan is to be placed under this contract, the Purchaser agrees to pay by certified checkat settlement a loan
fee (i.e. points) of _% of the principal sum of the loan. The Seller agrees to pay a loan fee of % of the principal sum of the loan. The above lees are based
on the present mortgage money market, and the Purchaser will comply with any reasonable increase or decrease in such lees. All other lender's fees shall be
paid by Purchaser by certified check at settlement based on lender's good faith estimate of closing costs (including Private Mortgage Insurance Premium) as
reouired by lender.
e. Payment of Settlement Costs. Purchaser agrees to pay by certified check at settlement the settlement charges in connection with the examination of title,
the survey, the preparation of all necessary conveyancing papers, tax certificate, conveyancing, settlement fee, notary fees and recording charges, except those
incident to clearing existing encumbrances. The D.C. Recordation Tax will be paid by the Purchaser and the D.C. Transfer Tax will be paid by the Seller. Seller
hereby agrees to pay a reasonable closing fee for services rendered to Seller, and to pay any above-mentioned costs incurred if upon examination the title should
be found defective and it is not remedied as stated herein.
f. Taking Title. Property is to be conveyed in the names of
6. TENANCY
If there is no existing tenancy, Seller agrees to give possession of the Property at the time of settlement, and if Seller fails to do so and occupies the Property.
Seller shall become and thereafter be a tenant at sufferance of Purchaser, and hereby expressly waives all notice to quit provided by law. The Property is sold
and shall be conveyed free of any existing tenancy, except as follows:
(hereinafter the Tenant(s)1. See Addendum attached.

7. D.C. SOIL DISCLOSURE REQUIREMENTS
The characteristic of the soil on the subject Property as discribed by the Soil Conservation Service of the United States Department of Agriculture in the Soil
Survey of the District of Columbia published in 1976 and as shown on the Soil Maps of the District of Columbia at the back of that publication is

. For further information, the Purchaser can contact a soil testing laboratory, the District of Columbia Department of Environmental
Services, or the Soil Conservation Service of the Department of Agriculture.
8. AGENCY AND BROKERAGE FEES
a. The parties recognize the following agents negotiating this contract;
(1) of broker representing the Seller as Listing Broker,
and (2) of broker representing the Seller as Subagent,
and (3) of broker representing the Purchaser as Buyer's Broker
(said agents are collectively referred to as the "Agents-).
b. The respective Agents shall be paid brokerage fees at the time of settlement as specified inseparate agreements with the respective Agents. The settlement
office shall disburse brokerage fees as per said separate agreements.
c. It is understood and agreed by all parties that Buyer's Broker is acting as an agent solely representing the Purchaser in this transaction.
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d. It is understood and agreed by all parties that Listing Broker shall pay a portion of the Listing Broker's brokerage fee to the Buyer's Broker per separate
agreement between the Listing Broker and Buyer's Broker. The settlement office shall disburse the Buyer's Broker fee at the time of settlement as per said
separate agreement. (Delete this clause (d) if Buyer's Broker is to be paid by Purchaser or Seller directly. Use form Addendum or other acceptable
provision.]
9. ADDITIONAL FINANCING CONDITIONS
General Financial Provisions.
a. In the event that mortgages are used rather than deeds of trust, the word "mortgage shall be substituted automatically.
b. If this contract provides for the assumption of existing trust(s) or for purchase subject to existing trust(s), it is understood that the balance of such trust(s) an
the cash downpayment are approximate amounts. A COPY OF THE EXISTING TRUST(S) AND NOTE(S) ARE ATTACHED HERETO. Any change(s) require
by the lender in order that the trust may be assumed will be subject to the Purchaser's consent, if assumption is promptly applied for.
e. Trustees in all deeds of trust are to be named by the parties secured thereby.
d. Seller shall allow inspections of all the Property and furnish any pertinent information required by Purchaser or Purchaser's financing agency in reference t
obtaining a loan commitment.
e. If this contract provides for financing. Purchaser placing financing agrees to make application immediately and file all necessary papers that are required Ii
complete processing and agrees that failure to do so within seven (7) days after final ratification of this contract, or to promptly comply with allfurther request.
from lender for additional information, shall give Seller the right to declare the deposit forfeited or avail himself of any legal or equitable rights as provided in thr

paragraph labeled 'FORFEITURE OF DEPOSIT/LIOUIDATED DAMAGES?
f. Seller agrees to comply with reasonable lender requirements for repairs.
10. CONSUMER REPORT AUTHORIZATION
A financial or credit information statement signed by Purchaser is to be submitted together with this contract.
Purchaser hereby authorizes each of the Agents to disclose (and to provide a signed copy) to Seller or any lender the financial or credit informationstatemer
provided to such Agent by Purchaser. In the event the terms of this contract require Seller to take back financing from Purchaser, this contract shall be continger
upon approval of a satisfactory Consumer Report (Credit Report) by Seller within 5 days after receipt of said report by Seller, provided, however, that Sellerorder
or notifies Seller's Agent to order said report immediately after the final ratification of this contract. If Seller does not approve the credit standing of Purchaser. ant
Purchaser is so notified in writing by Seller within 5 days after receipt of the Consumer Report, this contract shall be null and void and the deposit returned ti
Purchaser. Purchaser hereby authorizes each Agent to order and obtain a Consumer Report from a Consumer Reporting Agency to be used only in connecter
with this transaction. Further, in the event such Agent is acting on behalf of a creditor, Seller or other party directly affected by said transaction. Purchaser hereby

authorizes such Agent to forward all or any portion of the information contained in the Consumer Report to the creditor. Seller or other party directlyinvolved. Cos
of said Consumer Report is to be borne by Purchaser. Except as stated herein, the Consumer Report is confidential and the information contained therein she
not be knowingly released to others without the written consent of Purchaser. Purchaser hereby certifies that all income and credit information furnished it

connection with this purchase is true and accurate to the best of Purchaser's knowledge.
11. ADDITIONAL SETTLEMENT PROVISIONS
a. Performance. Settlement is to be made at the settlement office designated in Paragraph 5. Delivery to the settlement office of the cash payment ant
settlement costs as herein stated, the executed deed of conveyance and such other papers as are required of either party by the terms of this contract shall bi
considered good and sufficient tender of performance in accordance with the terms hereof. It is agreed that funds arising out of this transaction at settlement mat

be used to pay off any existing encumbrances, including interest, as required by lender.
b. Adjustments. Rents, taxes, water, sewer, oil, escrow for taxes and insurance, insurance (except FHA Mortgage Insurance Premium), and interest on existim
encumbrances, if any, and other operating charges are to be adjusted to the date of settlement. Rent security deposits, if any, plus interest shall be transferrer
to Purchaser at time of settlement. Taxes, general and special, are to be adjusted according to the certificate of taxes issued by the D.C. Departmentof Finance

and Revenue, except that assessments for improvements completed prior to the date of acceptance hereof, whether assessment therefor has been levied or not.
shall be paid by Seller or allowance made therefor at the time of settlement.
c. Forfeiture of DeposIt/Liquidated Damages. If Purchaser fails to make full settlement as hereby required, the deposit herein provided for shall be forfeitec
as liquidated damages (in which event Purchaser shall be relieved from further liability hereunder), unless Seller notifies Purchaser and eachof the Agents it
writing within thirty (30) days after the date provided for settlement herein of his election to avail himself of any legal or equitable rights, other than the saic

liquidated damages, which he may have under this contract. In the event Seller so elects to avail himself of legal or equitable rights as aforesaid, Seller anal
execute and deliver to Escrow Agent with such notice an Agreement of Release (as defined below) for execution by Purchaser, and upon such execution by

Purchaser and delivery of the Agreement of Release to Escrow Agent, the deposit shall be returned to Purchaser by Escrow Agent holding the same andno Ageni

shall be liable to Seller for return of said deposit. In the event of the forfeiture of the deposit as liquidated damages or in the event of an award of damages by E
court or a compromise agreement between Seller and Purchaser, Seller shall allow or pay Listing Agent one-half thereof as compensation for services rendered
said amount not to exceed the amount of the full brokerage fee. Nothing herein shall prevent Listing Agent from holding Seller liable for the full amount of any
commissions to which Listing Agent may be entitled. Seller and Purchaser agree that Escrow Agent who holds the deposit given by Purchaser shall have the right

to disburse the deposit and accrued interest thereon upon settlement of this contract, and that in the event settlement does not occur for any reason the deposi,
and accrued interest thereon shall only be given or returned by Escrow Agent to any of the parties to this contract i. when an 'Agreement of Release, in which all
parties authorize and direct the disposition of the deposit as therein specified, has been signed by all such parties and delivered to Escrow Agent, or ii. as dire cteo

by a court order. If either Seller or Purchaser refuses to execute an Agreement of Release when requested to do so in writing and a court finds that such party

should have executed same, the party who so refused to execute an Agreement of Release shall pay the reasonable expenses, including, without limitation.
reasonable attorney's fees, incurred by the other party in the litigation. The parties hereto hereby agree that no Agent shall have any liability to anyparty on

account of disbursement of the deposit or on account of failure to disburse the deposit, except only in the event of such Agent's gross negligence or willful

misconduct. The parties further agree that the Escrow Agent and the other Agents shall not be liable for the failure of any depository in whichthe deposit is placed.
and that Seller and Purchaser each will indemnify, defend and save harmless the Escrow Agent and the other Agents from and against every claim, liability, cost.

damage, loss or expense arising out of the holding, disbursement or failure to disburse the deposit, except in the case of such Agent's gross negligenceor willful

misconduct.
d. Conveyance. Seller agrees to execute and deliver a good and sufficient special warranty deed. Purchaser agrees to have the deed of conveyance recorded
promptly.
ADDITIONAL PARAGRAPHS NUMBERED 12 THROUGH 16 SET FORTH ON THE REVERSE SIDE OF THIS CONTRACT ARE INCORPORATED HEREIN
AND MADE A PART HEREOF AND ALL PARTIES ACKNOWLEDGE THAT THEY HAVE READ SAID PARAGRAPHS.

WE, THE UNDERSIGNED, HEREBY RATIFY, ACCEPT AND AGREE TO THIS CONTRACT AND ACKNOWLEDGE RECEIPT OF A COPY THEREOF.

THIS IS A LEGALLY BINDING CONTRACT. IF YOU DO NOT UNDERSTAND ALL OF THE TERMS OF THIS DOCUMENT, SEEK COMPETENT LEGAL
ADVICE BEFORE SIGNING IT.
ADDENDUM ATTACHED. Yes_No

I hereby certify that I have received and read a copy of the disclosure notice in Paragraph 16 prior to signing this Contract.
Purchaser:

SELLER (Print name also) PURCHASER (Print name also)

SELTE7/15761 name so PURCHASER (Pnnt name also)

ADDRESS (if other than premises) ADDRESS OF PURCHASER

LISTING BROKER SUBAGENT OR BUYER BROKER (strike one)

ADDRESS ADDRESS

THE SELLER OR PURCHASER, WHICHEVER ONE PROVIDES FINAL RATIFICATION, SHALL COMPLETE THE FOLLOWING:
DATE OF FINAL RATIFICATION TIME OF FINAL RATIFICATION BY (INITIALS ONLY)
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12. PROPERTY
a. Property Condition. Seller, at the time of settlement or occupancy (whichever occurs first), will leave the Property free and clear of trash and debrisand broom
clean, will leave the electrical, plumbing, heating, air-conditioning and any other mechanical systems and equipment included in this contract in operating
condition, and will deliver the Property in substantially the same physical condition as of the date of this contract. Purchaser has the privilege of apre-settlement
inspection of the Property. All notices of violations of municipal orders or requirements noted or issued by any department or agency of the District of Columbia,
or prosecutions in any courts on account thereof, against or affecting the Property at the date of this contract shall be complied with by Seller and the Property
conveyed free thereof, with the exception of the means of egress regulations.
b. Termite Inspection. Prior to the time of settlement, Seller shall order a termite inspection, and no later than the time of settlement Seller shall pay the costs
of termite inspection and provide to Purchaser a written certification from a licensed exterminator that, based upon a careful visual inspection of accessible areas
of the house, any garage, and any accessory buildings, there is no evidence of infestation of termites or wood-boring insects. 11 such infestation exists,' Seller is
to exterminate, using a licensed exterminator. Seller at his own expense and prior to settlement shall repair any prior or current visible damage caused by termites
or wood-boring insects.
e. Risk of Loss. The risk of loss or damage to said Property by fire or other casually is assumed by Seller until the executed deed of conveyance is delivered
to the Purchaser or is recorded by the settlement office conducting the conveyance, whichever shall occur first.
d. Title. The Property, including the personal property described in Paragraph One above. is sold free of encumbrances, except as staled herein. Title is tobe
good of record and marketable subject, however, to covenants, rights of way, easements, conditions and restrictions of record, if any, on the date of execution of
this contract by Purchaser; otherwise the deposit is to be returned and sale declared off at the option of the Purchaser, unless the defects are of such character
that they may readily be remedied by legal action, but the Seller and the Agents are hereby expressly released from all liability for damages by reason of any
defect in the title. In case legal steps are necessary to perfect the title, such action must be taken promptly by and at the Seller's expense, whereupon the time
herein specified for lull settlement by the Purchaser will thereby be extended for the period necessary for such action.
13. NOTICES
All notices required or permitted herein shall be in writing and effective as of the date on which such notice is mailed in any United States Post Office by certified
or registered mail, postage prepaid, or hand-delivered to Seller or Listing Broker and to Purchaser or Buyer's Broker (if any) in each case at the addresses
specified in the signature fines of this contract or to such other addresses as the parties may designate in writing from time to time. Delivery of notice to Subagent
shall not constitute notice to Seller.
14. CONTRACTING PARTIES
The principals to this contract mutually agree that it shall be binding upon them, their heirs. executors. administrators, personal representatives. successors and
assigns: that the provisions hereof shall survive the execution and delivery of the deed herein stated and shall not be merged therein; that this contract contains
the final and entire agreement between the parties hereto. and neither they nor their agents shall be bound by any terms. conditions. statements. warranties or
representations, oral or written, not herein contained. The Agents assume no responsibility for the condition of the Property nor for the performance of this
contract by any or all parties hereto.
15. AGREEMENT
Without limiting the means of ratifying this contract, the parties agree that ratification of this contract may be accomplished by signing same or by transmitting
assent through a wired or electronic medium which produces a tangible record of the transmission (such as a telegram, mailgram, datagram or facsimile), and that
such ratification shall be binding on the parties.
16. UNDERGROUND STORAGE TANK DISCLOSURE
In accordance with the requirements of Section 3(g) of the District of Columbia Underground Storage Tank Management Act of 1990 (D.C. Code Section 6-995.2),
as amended by the District of Columbia Underground Storage Tank Management Act of 1990 Amendment Act of 1992 (the "Act") and the regulations adopted
thereunder by the District of Columbia (the 'Regulations"), Seller hereby informs Purchaser that Seller has no knowledge of the existence or removal during
Seller's ownership of the Property of any underground storage tanks as that term is defined in the Act and the Regulations, except as follows:
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Addendum

Special provisions attached to and hereby made a part of the contract dated 19 for the property known as
Washington. D.C.. Zip Code by and between the undersignei

Seller(hereinafter referred to as Seller) and the undersigned Purchaser (herein referred to as Purchaser). (NOTE: BROKERS MAY WISH It
HAVE THEIR LEGAL COUNSEL REVIEW THESE CLAUSES PRIOR TO USE.)

The parties agree that only those provisions which they have initialed below in the spaces provided are made part of the aforesai'
Initials contract. In the event of any inconsistency between any initialled provision in this Addendum and any provision in the contract to whic

it is attached, the initialled provision in this Addendum shall prevail. Provisions in this Addendum which are not initialled are not a pal
of the contract between the parties.
1 SPECIFIC INSPECTION CONTINGENCY

Initials This contract shall be contingent until 5:00p.m. on the day after final ratification of this contract, to allow an inspection of subjec
property by a party of Purchaser's choice and at Purchaser's expense for defects in structure, plumbing, heating, air conditioninr..
(excluding portable units), electrical system or leaks in the roof, gutters or downspouts; provided, however, that in the event thr
contract is for sale of a condominium or cooperative unit, Purchaser's right to inspect and this contingency shall apply only to such c
the aforesaid items as are Seller's obligation to repair under the Condominium Instruments or Proprietary Documents. In the ever
defects are discovered in any of the above items, Purchaser shall notify Seller in writing and provide therewith a copy of the inspection
report within said time period in the manner set forth in the NOTICES Paragraph hereof; otherwise, this contingency shall be deemer
to have been waived by Purchaser and this contract shall remain in full force and effect.
Upon receipt of such report, Seller shall have the option of 1. remedying said defects at Seller's expense prior to settlement, or 2
refusing to remedy the defects. If Seller refuses to remedy said defects, Seller shall notify Purchaser in writing of such decision withir
two (2) days from receipt of Purchaser's notice in the manner set forth in the NOTICES Paragraph hereof; otherwise, Seller shall be
obligated to remedy the defects prior to settlement and this contract shall remain in full force and effect.
In the event Seller refuses to remedy said defects, Purchaser shall have the right to cancel this contract and receive a full refund of the
deposit by providing written notice of cancellation to Seller within one (1) day from receipt of Seller's refusal to remedy defects, in the
manner set forth in the NOTICES Paragraph hereof; otherwise this contract shall remain in full force and effect.
UNLESS OTHERWISE STATED HEREIN, IT IS FURTHER AGREED AND UNDERSTOOD THAT ANY INSPECTION(S) OF THE
SUBJECT PROPERTY MADE HEREUNDER SHALL BE IN ADDITION TO AND NOT IN LIEU OF INSPECTION(S)AND PROVISIONS
CONCERNING THE CONDITION OF THE SUBJECT PROPERTY REFERRED TO IN THE PARAGRAPHS OF THIS CONTRACT
ENTITLED PROPERTY CONDITION AND TERMITE INSPECTION.
2 GENERAL INSPECTION CONTINGENCY

Initials This contract is contingent until 5:00p.m. on the day after final ratification of this contract, to allow an inspection of subject property
by a party of Purchaser's choice, as selected by Purchaser and at Purchaser's expense. In the event of an unsatisfactory inspectior
report, as determined by Purchaser in his sole discretion, Purchaser shall have the right to declare this contract null and void anc
receive a full refund of the deposit, provided that Purchaser notifies Seller and Listing Agent in writing in accordance with the NOTICES
paragraph within said above time period of the unsatisfactory inspection report. If this contract is not declared null and void within saic
time period, this contingency shall automatically expire and this contract shall remain in full force and effect.
UNLESS OTHERWISE STATED HEREIN, IT IS FURTHER AGREED AND UNDERSTOOD THAT ANY INSPECTION(S) OF THE
PREMISES MADE HEREUNDER SHALL BE IN ADDITION TO AND NOT IN LIEU OF INSPECTION(S) AND PROVISIONS
CONCERNING THE CONDITION OF THE PREMISES REFERRED TO IN THE PARAGRAPHS OF THIS CONTRACT ENTITLEC
PROPERTY CONDITION AND TERMITE INSPECTION.
3 "AS IS" CONDITION

Initials The property is sold in 'AS IS" condition, said condition to be determined as of (insert date of contrac:
ratification, date of inspection contingency release, date of settlement, or other agreed date). Seller makes no representation or
warranty, express or implied, as to the condition of the property or any equipment or system contained therein. All clauses in the
contract pertaining to property condition, termites or compliance with city, state or county regulations are hereby deleted from the
contract. Seller shall have no obligation to make repairs to the electrical, plumbing, heating, air conditioning, or any other mechanica:
system, equipment or fixture. Smoke detectors shall be installed as required by Washington, D.C. law.
4. SELLER/PURCHASER CREDITS

Initials Seller shall credit Purchaser at time of settlement with the sum of $ or % of total gross our
chase price towards Purchaser's allowable closing costs. (Check with lender on amount and/or purpose of credit.)
5 HOLDING CHECK

Initials The deposit check is to be held until (date) for transfer of funds. (Must not exceed 7 days, D.C. Code Sec
tion 45-1937 (a) (1)].
6 PROMISSORY NOTE

lnitiais (date). In addition to the deposit thereunder and as partial consideration for the Seller's acceptance of the
Sales contract dated for the sale of Washington, D.C., the
undersigned Purchaser promises to pay to the order of the sum of $ on or
before the day of 19 Failure to pay said sum by the due date shall give the Seller
the right to declare the deposit under said Sales contract forfeited or to avail himself of any legal or equitable rights as provided in the
Sales contract Paragraph labeled 'Forfeiture of Deposit/Liquidated Damages'.
7. THIRD PARTY APPROVAL

Initials This contract is contingent upon the written approval of as to all terms and conditions herein by nc
later than 5:00p.m. on In the event written notice of disapproval is not delivered to Agen!

(specify) and (Seller/Purchaser) by said time and date, this contingency
clause automatically becomes null and void and the contract shall remain in full force and effect. No notice of approval is required. Ir
the event written notice of disapproval is timely delivered to said Agent (specify) and
(Seller/Purchaser) this contract shall automatically become null and void and the deposit shall be returned to the Purchaser in full.

DATE SELLER

DATE SELLER
,

DATE PURCHASER
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Addendum

Special provisions attached to and hereby made a part of the contract dated 19 for the property known as
, Washington, D.C., Zip Code by and between the undersigned

Seller (hereinafter referred to as Seller) and the undersigned Purchaser (herein referred to as Purchaser). (NOTE: BROKERS MAY WISH TO
HAVE THEIR LEGAL COUNSEL REVIEW THESE CLAUSES PRIOR TO USE.)

8. CONTRACT REQUIRING CO-SIGNERS
Initials Purchaser shall secure the written approval of (name of co-signer(s)) as a co-signer of this

contract by no later than 5:00p.m. on In the event written NOTICE OF APPROVAL, in such form
as shall be legal requisite to bind (name of co-signer(s)) as a party to this contract, is not timely delivered
to Agent (specify), this contract shalt automatically become null and void and the deposit shall be
returned to the Purchaser in full.
It is agreed that (name of co-signer(s)) will execute, endorse, co-sign, co-mortgage and/
or furnish and execute all documents necessary to complete or effectuate the purchase of this property and to comply with all of the
terms and conditions of this contract, including but not limited to, all time limits.
(NOTE: Agent should personally verify the intent of co-signer, if possible. It is recommended that the co-signer arrange to sign the
contract at the time the offer is written.)
9. TELEGRAM/MAILGRAM ACCEPTANCE (Note: to be signed by all parties.)

Initials We hereby accept the (offer/counter offer) to (purchase/sell) (address)
Lot Square dated 19 from
(Seller/Purchaser) upon the following terms: Deposit $ at % per annum due in YEARS. Seller
agrees to pay loan fees not to exceed__ % of the principal amount of the loan. Financing contingency shall be for days
from ratification of this contract. Settlement by Seller agrees to all other terms of the
recommended WASHINGTON, D.C. ASSOCIATION OF REALTORS 0 (Specify Single
Family/Condominium/Cooperative form) Sales contract.
(NOTE: Any deletion to the recommended WDCAR contract and/or additions including special provisions, such as secondary
financing, inspection contingency and personal property items in the contract must be included in the telegram.
10. TIME LIMIT FOR ACCEPTANCE

Initials This (offer/counter-offer) must be accepted by no later than (AM) (PM) on the day of 19
and written NOTICE OF ACCEPTANCE must be delivered within said time period to Agent and
(Seller/Purchaser) in accordance with the NOTICES paragraph hereof. If said NOTICE OF ACCEPTANCE is not delivered within the
time herein provided, this (offer/counter-offer) shall be automatically null and void and the deposit shall be returned to the Purchaser in
full.
11. SALE OF PURCHASER'S HOME

Initials a. This contract is contingent upon Purchaser's acceptance of a contract of sale on Purchaser's property located at
by no later than 5:00p.m. on the day of

19 , which sale Purchaser shall diligently and in good faith pursue. Purchaser shall deliver to Agent
(specify) within said time period, in accordance with the NOTICES paragraph hereof, copies of said sales contract for Purchaser's
property which shall provide for settlement thereunder within the time for settlement under this contract. Purchaser's property shall be
listed exclusively with a licensed real estate broker on or before the day of 19 and Purchaser shall
deliver to said Agent within said time period, in accordance with the NOTICES paragraph hereof, a copy of the listing contract for
Purchaser's property with said broker. If any of the documents provided for in this paragraph are not timely delivered, this contract shall
automatically become null and void and the deposit shall be returned to Purchaser in full.
b. The Parties agree that Seller's property herein shall remain on the market during the above contingency period. Accordingly,
notwithstanding subparagraph a. of this paragraph, if Purchaser does not remove the above contingency and provide evidence of
ability to perform under the terms herein within hours after receipt of written notice that Seller has accepted a Secondary
contract, said notice to be delivered in accordance with the NOTICES paragraph hereof, this contract shall become null and void, and
the Purchaser's deposit shall be promptly returned in full.
(NOTE: Paragraph 11 b. should accompany 11a., "Sale of Purchaser's Home', or any other contingency desired.)
12. CONTINGENT ON SELLER PURCHASING ANOTHER HOME

Initials This contract is contingent upon Seller executing a contract to purchase another home (which Seller shall diligently and in good faith
pursue) by no later than 5:00p.m. on the day of 19 In the event Seller does not deliver a
written waiver of this contingency to Agent (specify) and Purchaser within the aforesaid time period, this
contract shall automatically become null and void and the Purchaser's deposit shall be returned in full.
13. SECONDARY CONTRACT

Initials a. Purchaser acknowledges that this is a Secondary contract and that there is a pre-existing Primary contract on this property dated
19 . The rights of the Purchaser under the Primary contract and the obligations of Seller

thereunder are and shall be in all respects superior to the rights and obligations of the parties hereunder. If the Primary contract is
cancelled, withdrawn or otherwise made null and void, Seller shall promptly deliver to the Agents and Purchaser written notice of same
and NOTICE that this contract has become the Primary contract, in the manner set forth in the NOTICES paragraph hereof. If the
Primary contract on this property has not been cancelled, withdrawn or otherwise made null and void by no later than 5:00p.m on the
day of 19 then this Secondary contract shall automatically become null and void (but Seller shall
nonetheless deliver, within 24 hours thereafter, written notice thereof to Purchaser and Agents), and the deposit shall be returned
promptly to Purchaser in full. Seller does hereby expressly release and discharge the Escrow Agent and the other Agents holding the
deposit from any and all claims and demands Seller has or may have against any of them for returning the deposit.
Suggested Form of Notice to Purchaser
b. Purchaser is hereby notified that the Primary contract on has been cancelled/
withdrawn and that the Secondary contract has become the Primary contract and is in full force and effect. This contract with
Purchaser shall be the Primary contract and the date of final ratification of this contract shall be the date on which Purchaser receives
this notice.

DATE SELLER

DATE SELLER

DATE PURCHASER
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Special provisions attached to and hereby made a part of the contract dated 19 for the property known as
, Washington, D.C., Zip Code by and between the undersigne

Seller (hereinafter referred to as Seller) and the undersigned Purchaser (herein referred to as Purchaser). (NOTE: BROKERS MAY WISH TC
HAVE THEIR LEGAL COUNSEL REVIEW THESE CLAUSES PRIOR TO USE.)

14. ACCELERATION OF SETTLEMENT DATE/LOAN COMMITMENT EXPIRING
Initials It is expressly agreed by all parties that, in the event Purchaser receives a loan commitment which is to expire prior to the settlemer

date called for herein, all parties will proceed to settlement prior to the expiration date of said loan commitment and in such event Se Ile
shall have the right to remain in possession of the subject property through 19 and for such right sha
pay a daily payment of $ The Seller shall also place with the Settlement Attorney a security deposit in the amour
of $ . (NOTE: POST-SETTLEMENT OCCUPANCY AGREEMENT SHOULD BE EXECUTED IF SUCH ACCELERATE(
CLOSING OCCURS.)
15. GIFT LETTER (NOTE: Check with lender as to letter format.)

Initials Purchaser shall secure a legally binding letter and statement from agreeing to timet
provide moneys toward the (deposit/downpayment) hereunder in the amount of $
said letter and statement to be obtained on or before the day of 19 . In the event Purchaser does nc
provide Agent (specify) with the letter as above required within the aforestated time period, this contrac
shall be null and void, in which event Seller irrevocably authorizes the deposit to be returned to the Purchaser without further notice o
demand, and Seller does hereby expressly release and discharge the Escrow Agent holding the deposit and the other Agents from an
and all claims and demands Seller has or may have against any of them for returning the deposit to Purchaser pursuant to the term!
of this Paragraph.
16. PRELIMINARY FINANCING CONTINGENCY

Initials This contract is contingent upon Purchaser delivering to the Seller, within seven (7) calendar days from date of final ratification of this
contract, a written prequalification letter from a recognized institutional I ender of Purchaser's choice, in form and substanc&
satisfactory to Seller in Seller's reasonable discretion, that the herein described financing is available to Purchaser and, based upor
the information provided by Purchaser, the herein described financing should be committed subject to appropriate verification
approvals and commitment. If such a prequalification letter is not delivered within said seven (7) calendar days, Seller has the
absolute right to declare this contract null and void by written notice to Purchaser within ten (10) calendar days from date of fina
ratification hereof. If Seller so declares this contract null and void, the deposit shall be returned to Purchaser. Purchaser agrees tc
make loan application with an institutional lender which customarily provides said prequalification letter. It is understood that this
prequalification letter does not constitute the loan commitment which is subject to both the Purchaser and the property meeting the
lender's and/or investor's guidelines.
17. EXTENSION FOR ANY CONTINGENCY

Initials The expiration date for the contingency for is hereby extended through
5:00p.m. on , 19 .

18. RECEIPT OF CONDOMINIUM/COOPERATIVE DOCUMENTS
Initials The Purchaser hereby acknowledges receipt of all of the Condominium/Cooperative [strike one] information as required by the Sales

contract for the purchase of Apartment at the Condominium /Cooperative.
(strike one] located at . Dated the day of
19 at AM or PM.
19. ITEMS TO CONVEY AT SETTLEMENT

Initials In addition to the improvements mentioned in Paragraph 1 of this contract, the following items of personal property (which the parties
agree have value) shall convey with the realty at the time of settlement:

20. ITEMS TO BE REMOVED
Initials Notwithstanding the provisions of Paragraph 1 of this contract, the following fixtures and/or items of personal property shall not convey

and shall be removed from the subject property by Seller prior to settlement and will not be replaced:

21. POST-SETTLEMENT OCCUPANCY AGREEMENT
Initials Purchaser agrees to grant occupancy to Seller from the date of settlement. Seller and Purchaser agree to the terms and conditions of

the Post-settlement Occupancy Agreement which is attached to and is part of this contract.
22. PRE-SETTLEMENT OCCUPANCY AGREEMENT

Initials Seller agrees to grant occupancy to Purchaser on Seller and Purchaser agree to
the terms and conditions of the Pre-settlement Occupancy Agreement which is attached to and is part of this contract.
23. LICENSED SELLER/PURCHASER AGENT

Initials The parties acknowledge that is a licensed real estate agent in (DC MD or
VA) associated with and may share in the brokerage fee to be paid.
(NOTE: This clause should be used when Purchaser or Seller is a licensed real estate agent; failure to include could result in violation
of the law.)
24. BROKERAGE FEE SEPARATE FROM SALES PRICE

Initials It is understood and agreed by all parties that (agent's name) of

(Company Name) is acting as an agent solely representing the Purchaser in
this transaction ("Buyer's Broker). Seller has no obligation to Buyer's Broker, and does not owe a brokerage fee or other consideration
of any nature to said Buyer's Broker. The settlement office is directed to collect from Purchaser's funds, and to pay at settlement, said
Buyer's Broker fee from Purchasers' funds and to disburse said fee, as per the separate Buyer's Broker Agreement between Buyer's
Broker and Purchaser. This Buyer's Broker's fee is separate and apart from any brokerage fee owed to the Seller's Listing Broker
pursuant to the agency paragraph of the above-referenced Sales contract. The parties acknowledge that said Buyer's Broker
relationship was disclosed to Seller and/or Seller's agent prior to showing the property to the Purchaser.

DATE SELLER

DATE SELLER

DATE

4', 4P B ST
u. I

PURCHASER
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Addendum

Special provisions attached to and hereby made a part of the contract dated 19 for the property known as
Washington, D.C., Zip Code by and between the undersigr

Seller (hereinafter referred to as Seller) and the undersigned Purchaser (herein referred to as Purchaser). (NOTE: BROKERS MAY WISH
HAVE THEIR LEGAL COUNSEL REVIEW THESE CLAUSES PRIOR TO USE.)

Initials

Initials

Initials

Initials

25. AGREEMENT BETWEEN SELLER AND BUYER'S BROKER (FSBO/BUILDER)
It is understood and agreed by all parties that (agent's name)
(Company Name) , is acting as an agent solely representing the Purchase
this transaction ('Buyer's Broker"). The Seller agrees to pay to the Buyer's Broker a cash payment of $ 1

Settlement Office is hereby irrevocably directed to deduct and pay said Buyer's Broker's fee from the proceeds of the sale. This le,
separate and apart from, and is in addition to, any brokerage fee owed to any Listing Broker pursuant to the agency paragraph of
above-referenced contract. The Parties acknowledge that said Buyer's Broker relationship was disclosed to Seller and/or Sell,
agent prior to showing the property to the Purchaser.
26. ADDITIONAL SELLER TAKE BACK FINANCING PROVISIONS
Each monthly installment on the note described in Pargraph 3c. of Sales contract when so paid shall be applied first to the paymen
late charges, then to interest on the amount of principal remaining and the balance thereof credited to principal, which note and dr
of trust Seller agrees to accept as part of the purchase price. In case of default on any payment, the entire amount then remair
unpaid shall become due and payable fifteen (15) days after written notice is sent to maker by certified mail, return receipt request
unless maker cures said default prior to the expiration of said fifteen (15) day period. Said trust and note may not be assumed or t
taken subject to said trust and note without the prior written consent of the noteholder. The note shall provide that i. maker shall pa
late charge of five percent (5%) of any monthly installment not received by the noteholder within thirty (30) days of the due date; r
ii. default in the payment of any prior encumbrance or charge against the Property shall be construed to be a default on the paym
of this note. The deed of trust shall provide that unless waived by the noteholder, maker will submit to noteholder, on a yearly ba
evidence of payment by the due date of all real property taxes and assessments and all insurance premiums for policies on
Property.
27. TENANCY
The Property is sold and shall be conveyed free of any existing tenancy, except as follows:

(hereinafter the Tenant(s)'). Without the prior written consent of Purchaser (which shall not
unreasonably withheld) Seller shall not a. modify the terms of or terminate such tenancy, except for non-payment of rent;.or b. enter i
any new leases or tenancies with respect to the Property. Seller represents to Purchaser and Agents that on
19 . Seller has provided to the Tenant(s) a written notice of the intended sale of the Property and a bona fide offer of sale. II

Property is tenant occupied. Purchaser hereby represents that Purchaser (WILUWILL NOT) occupy the Propel
28. ADDITIONAL TENANCY PROVISIONS
Seller and Purchaser further acknowledge that, in addition to the rights under the bona fide offer of sale, the Tenant(s) has an additio
fifteen (15) day right of first refusal to purchase the Property during the period specified by District of Columbia law and regulatio
Seller further represents and agrees that within two (2) days after final ratification of this contract Seller will hand-deliver to
Tenant(s) and send by first-class mail the notice of right of first refusal required by District of Columbia law and regulations and a cc
of this contract. In the event that prior to the dale of this contract Seller has not provided to the Tenant(s) a written notice of the intenc
sale of the Property and a bona fide offer of sale, Seller represents and agrees that within two (2) days alter final ratification of I
contract Seller will hand-deliver and send by first class mail to the Tenant(s) a written notice of the intended sale of the Property, a be
tide offer of sale, the required notice of right of first refusal and a copy of this contract. Upon or alter execution of a contract of sal(
the Property between Seller and the Tenant(s), at the option of Purchaser (exercisable by written notice to Seller) this contract shall
void and the deposit hereunder shall be returned to Purchaser. If however, the Tenant(s) shall fail to exercise the foregoing right
purchase the Property or shall execute and deliver a valid rejection of said rights, then this contract shall remain in full force and elk
The Seller shall keep Purchaser and the Agents apprised of all negotiations, correspondence, contracts and other developments v
respect to negotiations with the Tenant(s). All actions required hereunder to be taken by Seller shall be taken in accordance v
District of Columbia law and regulations.

DATE SELLER

DATE SELLER

DATE PURCHASER

DATE PURCHASER
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A. Settlement Statement U.S. Department of Housing
and Urban Development

air
OMB Approval No. 2502-0265

B. Type of Loan

1. FHA 2. FmHA 3. Cony. Unlns.

4. VA 5. Cony. Ins.

O. File Number 7. Loan Monter S. Maims, Insurance Cass Number

C. Note: This form Is furnished to give you a statement of actual settlement costs. Amounts paid to and by the settlement agent are
shown. Items marked "(p.o.e.)" were paid outs* the closing; they are shown here for informational purposes and are not
included In the totals.

D Name and Address of Borrower E. Name and Address of Seller F. Nem* and Address of Lander

G. Property Location N. StMlement Agent

Place of Settlement I. Settlement Date

J. Summary of Borrower's Transaction K. Summary of Seller's Transaction
100. Gross Amount Due From Borrower 400. Gross Amount Due To Seiler
101. Contract sales price 401. Contract sales price
102. Personal property 402. Personal property
103. Settlement charges to borrower (line 1400) 403.

104. 404.

105. 405.

Adjustments for hems paid by seller In advance Adjustments for Items paid by seller In advance
106. City/town taxes to 406. City/town taxes to
107. County taxes to 407. County taxes to
108. Assessments to. 408. Assessments to
109. 409.

110. 410.

111. 411.

112. 412.

120. Gross Amount Due From Borrower 420. Gross Amount Due To Seiler

00. Amounts Paid By Or In Behalf Of Borrower 500. Reductions In Amount Due To Seller
201. Deposit or earnest money 501. Excess deposit (see instructions)
202. Principal amount of new loan(s) 502. Settlement charges to seller (line 1400)
203. Existing loan(s) taken subject to 503. Existing loan(s) taken subject to
204. 504. Payoff of first mortgage loan
205. 505. Payoff of second mortgage loan
206. 506.

207. 507.

208. 508.

209. . 509.

Adjustments for hems unpaid by seller Adjustments for Items unpaid by seller
210. City/town taxes to 510. City/town taxes to
211. County taxes to 511. County taxes to
212. Assessments to 512. Assessments to
213. 513.

214. 514.

215. 515.

216. 516.

217. 517.

218. 518.

219. 519.

220. Total Paid By/For Borrower 520. Total Reduction Amount Due Seller

lament T o/From Seller

301. Gross Amount due from borrower (line 120) 601. Gross amount due to seller (line 420)
302. Less amounts paid by/for borrower (line 220) ( ) 602. Less reductions In amt. due seller (line 520) ( )

303. Cash From To Borrower 603. Cash To From Seller

BEST COPY AVAILABLE
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L. Settlomont Chorgos

700. Total Saloai Brokons Commiacion Wood on prim II
Division of Commission (line 700) as follows:

701. S to
702. S to

Paid From
Borrowers
Funds at

Settlement

Paid From
Seller's

Funds at
Settlement

703. Commission paid at Settlement
704.

800. home Payable In Connection With Loan
801. Loan Origination Fee
802. Loan Discount oh,

803. Appraisal Fee to
804. Credit Report to
805. Lenders Inspection Fee
806. Mortgage Insurance Application Fee to
807. Assumption Fee
808.

809.

810.

811.

900. hems Required By Lender To Be Paid In Advance
901. Interest from to @$ /day

902. Mortgage Insurance Premium for months to

903. Hazard Insurance Premium for years to

904. years to

905.

1000. Reserves Deposited With Lender
1001. Hazard insurance months@S per month

1002. Mortgage insurance months@E per month

1003. City property taxes months@S per month

1004. County property taxes months@S per month

1005. Annual assessments months@S per month

1006. months@S per month

1007. months@S per month

1008. months@S per month

1100. Title Charges
1101. Settlement or closing lee to

1102. Abstract or title search to
1103. Title examination to

1104. Title insurance binder to
1105. Document preparation to
1106. Notary fees to
1107. Attorney's fees to

(includes above items numbers: )

1108. Title insurance to
(includes above items numbers: )

1109. Lender's coverage $

1110. Owner's coverage S

1111.

1112.

1113.

1200. Government Recording and Transfer Charges
1201. Recording fees: Deed $ ; Mortgage $ ; Releases S

1202. City/county tax/stamps: Deed S ; Mortgage S

1203. State tax/stamps: Deed S ; Mortgage S

1204.

1205.

1300. Additional Settlement Charges

1301. Survey to
1302. Pest inspection to
1303.

1304.

1305.

1400. Total Settlement Charges (enter on lines 103, Section J and 502, Section K)

BEST PY AVM
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GLOSSARY

ACQUIRED PROPERTY

A property owned as a result of a foreclosure, acceptance of a deed-in-lieu of

foreclosure, or acquired as a result of a paid insurance claim; often referred to

as Real Estate Owned (REO).

ADJUSTABLE RATE MORTGAGE (ARM)

A mortgage that permits the lender to periodically adjust the interest rate
when the index changes.

AMORTIZE

A period of time over which a calculated mortgage payment will fully repay

a set loan amount at a specified interest rate.

ANNUAL PERCENTAGE RATE (APR)

The total annual mortgage cost stated as a percentage of the loan amount.

APPRAISAL

A professional estimate of a property's market value.

ASSUMABLE MORTGAGE

A mortgage that a buyer can take over with the purchase of a property.

BINDER

An offer secured by an earnest money deposit.

BUDGET

An itemized summary of probable expenditures and income for a given

period;a systematic plan for meeting expenses in a given period; the total sum

of money allocated for a particular purpose or time period.

BUYDOWN

A sum of money paid to a lender at closing to reduce the borrower's

out-of-pocket monthly mortgage payment. Most buydowns are temporary.

1111

CAP

A limit on an adjustable rate mortgage (ARM) which determines how much
the interest rate can increase.
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CASH RESERVE

The equivalent of mortgage payments that a lender requires a borrower to

have available after closing.

CLEAR TITLE

Title to a property without liens or questions of ownership.

CLOSING

A meeting or settlement of the finalized sale on a property where documents

are signed, and monies exchanged.

CLOSING COSTS

Expenses or settlement costs, above the sales price, incurred by both buyer

and seller during the transfer of a property.

COMMITMENT

A written agreement between a lender and a borrower to loan money subject

to compliance with stated conditions.

COMMITMENT LETTER

A letter sent by the lender to a borrower stating that the loan has been
approved and describing the terms of the loan.

CONDOMINIUM

A form of ownership where a unit and interest in common areas is owned.

CONTINGENCY

Conditioned events that must happen in order for the buyer and seller to

conclude a sales transaction.

CONTRACT

An greement between two or more parties for legal consideration.

CONVENTIONAL MORTGAGE

Any mortgage that is not insured or guaranteed by the Federal Government.
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CONVERTIBLE MORTGAGE

An adjustable rate mortgage that can be converted to a fixed-rate mortgage

under specified conditions.

CONVEYANCE

The transfer of title on real property from one party to another.

COOPERATIVE

A form of ownership where shares of stock for a unit is owned in a corporation

rather than a unit itself.

CREDIT DEROGATIVES

Negative credit reflected on a credit report such as slow pays, open collection

accounts, liens, judgements etc.

CREDIT REPORT

An individual's or organization's credit history prepared by a credit bureau and

used by a lender to determine a loan applicant's creditworthiness.

DEBT

A sum of money due by an expressed agreement.

DEBT-TO-INCOME-RATIO

Percentage of total debt payments to gross income.

DEED

The legal document conveying title to a property.

DEED OF TRUST

A document used instead of a mortgage in some states.

DEFAULT

Failure to make loan payments when they are due.

DEPOSIT

A cash deposit made by a potential buyer to demonstrate that the the

offer to purchase is serious.
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DISCOUNT POINT

An amount equal to one percent of the principal amount of a mortgage loan. A

one time charge assessed by the lender that must be paid in cash at closing.

DOWN PAYMENT

The part of the purchase price that a buyer pays in cash and is not

included in the mortgage.

EARNEST MONEY DEPOSIT

See "Deposit".

EQUAL CREDIT OPPORTUNITY ACT (ECOA)

Federal law that prohibits lenders from denying mortgages on the basis of

race, color, religion, national origin, age, sex, marital status.

EQUITY

A homeowner's financial interest in a property. Equity is the difference

between the fair market value of a property and the amount

still owed on the mortgage.

ESCROW

Money deposited with a third party that is returned upon fulfillment of a
condition or contract.

ESCROW ACCOUNT

An account established with a third party (See "Escrow").

FAIR CREDIT REPORTING ACT

A consumer protection law that regulates the disclosure of

consumer credit reports.

FANNIE MAE

Federal National Mortgage Association.
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FHA
Acronym for the Federal Housing Administration that provides mortgage

insurance and sets construction and underwriting standards.
FHA does not lend money.

FHA MORTGAGE

A mortgage insured by the Federal Housing Administration (FHA).

FIXED-RATE MORTGAGE

A mortgage in which the interest rate does not change.

FLOOD INSURANCE

Insurance required on properties located in a designated flood area.

FORBEARANCE

A lender's agreement to postpone foreclosure in order to give a borrower time

to catch up on overdue payments.

FORECLOSURE

The legal procedure permitting a creditor to take possession of and sell

property that is mortgaged as security for a defaulted loan.

FOR SALE BY OWNER

Homeowners who sell their homes without the assistance
of a real estate agent.

FREDDIE MAC

Federal Home Loan Mortgage Corporation.

111

GOAL

The objective toward which an endeavor is directed.

GOOD FAITH ESTIMATE

An itemized breakdown of estimated closing or settlement costs.

GROSS MONTHLY INCOME

The total amount a borrower earns each month before income taxes or other
expenses are deducted.
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HAZARD INSURANCE

A casualty policy covering real estate property against "multiple perils."

HOMEOWNER'S WARRANTY

Insurance that covers repairs to specific parts of a house for a

specific period of time.

HUD
Acronym for the U.S. Department of Housing and Urban Development

which administers many housing programs.

INDEX

A measurement used by lenders to determine any changes to the interest rate

charged on an adjustable rate mortgage.

INTEREST

The fee charged for borrowing money.

INTEREST RATE

A percentage of an amount of money usually expressed as an annual I
percentage which is paid for the use of the money for a

specified period of time. I
11

LIEN

A legal claim to a property that must be paid when the property is sold.

LOAN

The letting of money by a lender to a borrower to be repaid

with or without interest.

LOAN ORIGINATION FEE

See "Origination fee'.

LOAN-TO-VALUE (LTV)

The amount of a loan compared to the value of a property

expressed as a percentage.



LTV
See "Loan-to-value".

m
MARGIN

The lender's cost and profit for doing business which is added to the index rate

to determine the interest rate on an adjustable rate mortgage

for the upcoming period.

MORTGAGE

A legal' document which a borrower gives to the lender on property as

security for payment of a debt.

MORTGAGEE

The lender in a mortgage agreement.

MORTGAGOR

The borrower in a mortgage agreement.

MORTGAGE BANKER

An entity active in the field of mortgage banking.

MORTGAGE BROKER

A firm that processes loans for a number of lenders.

MORTGAGE INSURANCE

Insurance that protects lenders against loss if a borrower defaults.

NOTE

A written promise by one party to pay a specified sum of money to a second

party under the conditions' agreed upon mutually.

Also called a "promissory note".

NOTE RATE

The interest rate on a mortgage loan.



0
ORIGINATION FEE

A fee paid to the lender for processing the loan application, stated as a
percentage of the mortgage amount.

Irl I
PITI

An acronym for Principal, Interest, Taxes and Insurance, the components of a Imonthly mortgage payment.

I

I

I

I

POINTS I
See "Discount points".

PREQUALIFICATION I
Determining the amount a buyer is eligible to borrow before a loan

application is made. I
PRIORITIZE

To arrange or deal with in order of importance. I
ni I

QUALIFYING INCOME RATIOS

A comparison of a proposed monthly housing expense to gross monthly

income; and a comparison of total monthly debt, including proposed housing I
expense, to gross monthly income.

REAL ESTATE AGENT

A licensed person who acts on behalf of an owner to sell a property. In I
some states, a licensed person who acts on behalf of the buyer, and is paid a

commission by the seller. I
REAL ESTATE SETTLEMENT PROCEDURE Act (RESPA)

Requires lenders to give borrowers advance notice of closing costs. I
RURALECONOMIC AND COMMUNITY DEVELOPMENT (RECD) IProvides housing loans in rural communities, formerly known as Farmers

Home Administration (FmHA).
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REFINANCING

Paying off one loan from the proceeds of another loan on the same

property.

A
SURVEY

A drawing showing the legal boundaries of a property.

111
TITLE

A legal document establishing the right of ownership.

III
UNDERWRITING

A risk analysis conducted by a lender to decide whether or not to approve a

loan.

0
VERIFICATION OF DEPOSIT (VOD)

A form sent to each depository listed on the loan application to verify

funds of the borrower.

VERIFICATION OF EMPLOYMENT (VOE)

A form sent to the borrowers employer to verify the borrower's employment

and employment history.

DEPT. OF VETERANS AFFAIRS (VA LOAN)

A federal agency that guarantees no downpayment loans to veterans who

have served and active military who are serving in the U.S. military.

El
YIELD

The effective rate of return on an investment based on fees, an interest rate,

and the price paid for the mortgage.
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