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Why Do You Need A Realtor® ?
A Realtor® brings a wealth of knowledge and experience to the business of buying a home. In fact, a
licensed real estate professional provides much more than the service of helping you find the home of
your dreams. Realtors are not really sales agents. They are counselors, expert negotiators, and superb
navigators around the local neighborhood, and should be excellent researchers to know everything
possible about the properties you are interested in. They are members of the National Association of
Realtors (NAR) and must abide by a Code of Ethics and Standards of Practice enforced by the NAR.
(if they are not a Realtor®, they are not bound by the NAR Code of Ethics…
’real estate agent’ is not always equal to a Realtor®)

A professional Realtor® is your best resource when preparing to buy a home.

Working with me can save you time, money and frustration.


I know the housing market inside and out and can help you avoid many a “wild goose chase.”



I can help you with any house even if it is listed elsewhere, or is being sold by the owner directly.



I know the best lenders in the area; can help you get pre-qualified for a mortgage; and discuss down payments, closing
costs, and monthly payment options, even special financing programs specifically for Texas ‘Hometown Heroes’.



I can be an excellent source for general information about the community, specific information about schools, churches,
shopping, transportation, plus tips on house inspections and pricing.



I am experienced at presenting your offer to the homeowner and can help you through the process of negotiating the best
deal.



I bring objectivity to the buying transaction, and can point out advantages and disadvantages of a particular property,
helping you to overcome an emotional attachment to a property that may not be in your best interest.

And the BEST thing is that all this help normally won’t cost you a cent. Generally, the
Seller pays the commission to Realtors. However, that doesn’t affect my dedication or the
spirit of teamwork that we will put into helping you find and buy the home of your
dreams. After all, our success depends on your happiness.
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Why Should We Sign a “Buyer Representation Agreement”?
Signing a form can feel like you are signing away some rights or decision-making ability.
In this case, signing a “Buyer Rep” form means protection for you, and gives you added
loyalty and information sharing by ME.

This is a pared down list of what this form actually says:


Outlines MY responsibilities to YOU



Defines a timeframe that we will work together under those responsibilities



Defines my compensation and how I receive it



Explains policy on Agency (how we work together) and Intermediary (how
we work when you wish to offer on one of my Brokers’ properties)



Contains a consent clause for you to see same properties as other clients

 A Customer is similar to a windowshopper….asking factual questions, but not receiving advice and opinion.


A Client (having signed the Buyer Rep) has my full loyalty to provide Advice and Opinions, along with my best efforts
to attain what you seek.

As my Client, I represent YOU from first conversation to the end of Closing on your
new home. These are the important points of how I will do that:


Complete loyalty to your needs and information



Confidentiality of all information about you and your search—you can
talk freely



Help you consider alternate solutions to find the perfect property



Give Full Disclosure of all facts and pertinent information known to me



Give Advice and Opinion along with facts; help educate you on the
process



Make EVERY attempt to find your best property and fulfill your needs



Prepare and NEGOTIATE offers on your behalf.



Attempt to strengthen your offer’s position and solve problems



I’m working on YOUR side only

No, never! You always have a choice. IF you decide our ‘partnership’ is not working for you, or you have
decided to stop looking, a simple request in writing letting me know this, and our agreement can end.
We are a team, and if the team is not getting to the goal, there is no point in continuing as a team.
Just communicate with me!
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A home is most likely the biggest purchase you’ll ever make, and it marks a major step in life.
There’s no scientific formula that tells someone when they’re ready to buy, but you should
take stock of your financial situation as well as your personal lifestyle. In general, there are a
number of advantages to homeownership, both tangible and intangible, that you’ll want to
consider.

Investment - Every payment you make on your
mortgage puts you one step closer to acquiring a
major possession. And every improvement you
make to your property not only enhances your
way of life, but also adds value to your home.

Protection from Inflation -

Once you
purchase a home, the bulk of your housing costs
are not exposed to inflation. That means your only
housing expenses that will rise over time with
inflation are property taxes, homeowner’s
insurance and maintenance costs.

Equity - Because a home increases in value even
as you are paying down your loan, most buyers
effortlessly build equity. Equity creates wealth and
can help you accomplish any number of financial
goals, such as paying for retirement and funding a
child’s education.

Tax Advantages - Your real estate taxes and
the interest on your mortgage are deductible from
your income tax. For many buyers, that tax break
can go a long way toward making home ownership
just as affordable as renting.

Satisfaction - For many people, home ownership simply makes life more enjoyable, whether
it’s the pride that comes from decorating and
maintaining your home or the knowledge that
your children will grow up in the neighborhood
of your choice.
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Purchasing your first home is a big step, which comes with some very serious decisions. Many
homebuyers are intimidated by the process, and continue renting much longer than they should, or
need to. However, if you break the home buying process down into these simple steps, and follow these
important tips, you will find the process less intimidating, and much more manageable.
Will you live in your next home for at least 3 years? If the answer is "Yes," you should probably purchase, rather
than continue renting. With average appreciation, you'll break even on your closing costs after 2 years, and start making
money at year three. Every year after that will put more money in your pocket! The most expensive aspect of real estate
is buying & selling, so the longer you can live in the home the better. However, purchasing makes sense if you can make
as little as a 36 month commitment.
Down Payment?!
It always surprises me how many people want to purchase a home, but don't because they believe that a hefty
down payment is required. Zero to 3% down programs have been very common over the last few years, and have
quickly become the norm. The option of 100% financing is not for everyone or every property. USDA loans are zero
down, but your property must be in a qualified area, and your income level and price of house must fit in, as well.
you can still get into a property with as little as 3-5% down. Perfect credit isn't required, but that is something I
would be more than happy to help you investigate.
Get Pre-Qualified
Pre-qualification is a very important step, and the step that first time home buyers dread the
most. Talking with Lenders can be scary but have no fear; many people have problems or
blemishes with their finances; it’s nothing new. Qualifying to buy a home is pretty easy and
requires relatively little work for you. Pre-qualification is what gives you buying power and
allows you to make an offer on your dream home when you've found it. More importantly,
pre-qualification will let you know how much your new home will REALLY cost - in monthly
payments.
Consult a Real Estate Professional ASAP
Many first time home buyers avoid contacting a Real Estate Agent because they dislike high pressure sales. However, Real Estate Agents have an advantage over traditional salespeople because they have access to the Multiple
Listing Service, which is a database that lists roughly 99% of the homes for sale in a given market. This means that
your Real Estate Agent doesn't have to sell - he/she merely presents your options. The most important qualities to
look for in your Real Estate Agent are his/her knowledge of your specific market and their willingness to help. Interview a few agents and choose one that will help guide you through the process. You'll find the
help & insight will be invaluable - and you'll be glad you contacted your Real Estate Agent
sooner, rather than later.
Make a List of "Must Haves" & "Wants"
Many new home buyers mistakenly think that they will "just know" when they "walk into the
one." While some buyers DO fall instantly in love with a home, this is not the norm. You'll find
your search is easier, and you will be more confident in your decision, if you take a systematic
approach to your search.
The best way to organize your search is to make two lists: Your "must haves" and your
"wants." Your "must haves" are the absolute necessities in your new home - Great examples
of your "must haves" are price, school district, size, etc...
Your "wants" are the qualities that you would like for your new home to have, but it's not a
necessity. Great examples of "wants" are color, flooring, kitchen appliances, surround sound,
and type of exterior, often easily changeable later.

HILARY MEADER, GRI E FATHOM REALTY E

MCKINNEY E TX 214.585.9383

E

WWW.YOURTEXASDREAM.COM

Pick Your Favorite Neighborhoods
You can always make changes to your house, but you can never change its location. Most home buyers already
have a good idea of where they would like to live because of school districts, work, or other factors. However,
neighborhoods can be pretty different, even in the same area of the city.


Ask your Real Estate Agent to email you a list of homes in the specific area of town you're interested in.



Take a drive through the different neighborhoods on the list your Real Estate Agent sends you, and choose
your favorites.



Pay attention to area amenities, how well the yards & common areas are kept, and if you see a lot of "for
lease" signs - which can be an indication of a heavy rental area, and lacking in "pride of ownership."

After you have picked your favorite neighborhoods, and you know your "must haves" and "wants," you can
literally make a list of EVERY home available that meets your criteria, and view those homes.

Make Your Decision!!!
Homebuyers often hesitate after they've found the right home because they're not confident about
their decision, or their decision-making process. Your home is probably the largest investment of your
life, and it's normal to feel butterflies in your stomach before putting your first home under contract.
However, if you do your due diligence - and you have if you followed the steps above - then you will
have your bases covered. If you've found a home that meets all of your "must haves," most of your
"wants," is in the right neighborhood, and in your budget - it's the home for you!
Don't wait and let another buyer take YOUR home!

Buying your first home can
seem very intimidating, but can
be extremely exciting. If you
think that buying a home is
right for you, it probably is.

Make sure to use these
important tips and you'll know
you made the right decision
when you find your first home.
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The Buying Process
Choosing an Agent — Choosing an advisor to guide you through a transaction as important as
buying a home is serious business. Homebuyers should give just as much consideration to hiring a
buyer's representative as sellers give to hiring a listing agent. That means conducting interviews,
seeking referrals and researching the company as well as the individual. Remember, you’ll be working with this person for at least 3 months, depending on your market, and your ‘wish list’.
While it’s important to ask potential agents a number of questions relating to their experience and routines, it’s
also important to listen for the questions they ask you to get a feel for if they’re really intent on understanding
your needs. Experience in your preferred neighborhood is important, but so is the comfort level between agent
and client, because buying a home is a highly personal experience. Ultimately, you only work with one agent, so
it should be someone you like, trust and respect and who feels the same way about you.


Assessing your Financial Situation — The scary part. First, use an online mortgage calculator to get a
sense of your buying power and monthly mortgage payments. As a general rule, most experts say that your housing expenses should not exceed 28 percent of your gross monthly income, but a variety of factors – from your
credit score to other debt – can open this ratio up to a pretty wide range. Remember that there are other costs
involved in buying a home, such as moving, decorating and remodeling expenses. You should also consult with your
accountant or financial advisor to talk about how real estate affects your financial goals. Knowing where you will
come out of the transaction will give you a lot more confidence going in.



Getting Pre-Approved — In today’s home-buying environment, a mortgage pre-approval is not only
essential; it is also incredibly easy to obtain – whether online, over the phone or in-person.
A mortgage pre-approval lets you know exactly what you can afford to buy.
It also demonstrates to a seller that you are a willing and able buyer. And it
gives you a head start in getting an actual loan commitment. Learn more
about pre-approvals by visiting with a lender who works with programs and
areas you may be interested in. Types of mortgages and financing programs
vary, and one lender may offer something another doesn’t. Check in with a
couple lenders before making your choice.



Creating a Wish List — Almost every home purchase involves some
degree of compromise, which is why it is important to prioritize your wants and needs before you begin your
search. There are many variables to think about depending on how you prioritize your wants and needs before
you begin your search. There are many variables to think about depending on your lifestyle, budget and future
plans, but some universal considerations include:


Location – The DFW Metro area offers many great neighborhoods, each with its own character. Consider
the factors that are important to you, such as schools; transportation; and neighborhood amenities like
restaurants, shops and parks. Here are some ways to research an area you’re considering. Tap local resources like the Chamber of Commerce, which can provide information about area businesses and community events.
o

Seek out neighborhood residents and get their opinion about where they live.

o

Drive or walk through the neighborhood at various times of the day and evening

o

Leverage your agent’s expertise in the neighborhood.
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Type of home - A great diversity of housing exists within the area: single-family homes, Manufactured
homes, acreage properties, new-construction, vintage homes, ‘flips’ and fixer-uppers. You probably have
a preference for a certain style of construction. Weigh the pros and cons to narrow your focus, but keep
an open mind. What you THINK you want, and what you find out you love often are two different ideals!


Features and amenities - Garage parking, hardwood floors, a fireplace, outdoor space, a doorman. In
the end, these are the kinds of details that drive the decision to purchase one home versus another. In
creating this list, some things to consider are resale value, your daily routine, and the cost of making
changes or additions down the road.

FINDING YOUR HOME
Once you have obtained a mortgage pre-approval and selected a real estate agent, you are ready to begin
your home search in earnest.

In addition, if you have an existing home to sell, I will customize a comprehensive
marketing program to help you achieve the highest possible sales price in the
shortest amount of time. For more information, call me and we’ll discuss how to
work on both.

Today, approximately 93 percent of home searches begin on the Internet. Please see my search of the
MLS at www.hilarymeader.fathomrealty.com. Our web site includes tools, tips and access to all of the active
properties listed in the MLS. Best of all, you’re in control. Sign up to manage and customize your search, receive
e-mail updates on new listings as they become available, conduct several searches at once and save and
compare properties. Here’s what we’ll do:


Review Listings — Using the guidelines you set forth, your agent will present you with available listings. In
addition to price and property attributes, pay close attention to data like property taxes, market time and
monthly assessments for condos and town homes.



View Properties — I will schedule showings and accompany you on each appointment. When you walk
through a home, some things to consider are: how the space functions for your lifestyle; what’s included
in the total square footage (balcony, basement or garage); and, in new construction, which features are
standard and which are upgrades.




According to the U.S. Department of Housing and Urban Development, the average buyer will view 15
homes before buying one. But that is just an average. Some buyers will purchase the very first home
they see. Others will look at more homes.

Open Houses — Remember, if you are attending Open Houses without me be sure to mention that you
are being represented by a Realtor. This will save you from being bombarded with calls from other
agents trying to represent you. I will supply you with some business cards to make the Open House sign
-in process even easier.

Compare Properties — Discuss each home you see with your agent, and provide candid feedback. Your expectations
and the marketplace will begin to converge, and your agent will be able to adjust certain parameters such as location
and features in order to present you with alternatives. When you find a home and are ready to make an offer, your
agent will perform a Comparative Market Analysis or CMA. This report compares the subject property with other
properties that are currently listed and recently sold to help you formulate your offer.

HILARY MEADER, GRI E FATHOM REALTY E

MCKINNEY E TX 214.585.9383

E

WWW.YOURTEXASDREAM.COM

MAKING AN OFFER
Chances are, when you find a home you absolutely love, someone else may love it too. So
it’s important to act quickly and make an educated offer based on a rational approach to
pricing and negotiating that you and your agent have discussed. To start the process rolling, your agent will draw up a contract that includes your offering price and other terms
and contingencies. Buyers often focus on price, but there are other important terms to a
real estate contract. You can include any terms you like, but the more you add, the more
likely the seller is to object.

Here are the most common elements of a real estate contract:


Price — The market will determine the final price, but your agent will help you formulate an offer based on
comparable listings and sales, and current market conditions.



Mortgage Contingency (Third Party Financing) — A mortgage contingency stipulates that you
will buy the home subject to obtaining a mortgage. If you cannot obtain a mortgage, and the seller will not
agree to finance the sale, then the contract will be void. The terms of the mortgage must be stated in the contract, and you will also need to establish a timeframe for securing financing.



Home Inspection Contingency (Option Period) — A thorough inspection of the property by a licensed home inspector protects you against structural or material problems that are not detectable in a casual
walk-through. Home inspections are just as important in new construction as they are in resale. Obviously,
buyers can’t inspect a home that isn’t built yet, but they can request an inspection prior to closing. In new construction, an inspector will make sure that all mechanical systems are working properly. They may also spot
repairs that need to be added to the builder’s punch list (a list of items that need to be completed before the
home is delivered to the buyer). The buyer, not the seller, is responsible for hiring and paying the inspector.
(Even if you are using a standard-form real estate contract, an attorney’s review is always highly recommended. It is also recommended that you use an attorney that specializes in real estate transactions. )



Earnest Money — Earnest money is a deposit, given by the buyer to the seller, which secures the contract
until the closing. An initial deposit, usually in the form of a check, must be given to the seller or seller’s agent
along with the contract. This money is typically held in an escrow account at the title company until the closing, when it may be applied to the down payment and/or closing costs. If the sale does not go through due to
contingencies covered within the contract, then the earnest money may be returned to the buyer. However, if
a buyer is in breach of contract, then a seller may be entitled to keep all or a portion of the earnest money.



Closing Date — One of the most important terms of a real estate contract is the closing date – the
date when ownership changes hands. This is usually, but not always, the date that the seller must vacate
and the buyer may occupy the property. Flexibility on the closing date can give a buyer a big advantage
over other potential buyers. Occasionally, it can also allow you to negotiate a lower price or other, more
favorable terms.

COUNTER OFFERS
In many transactions, there is a fair amount of negotiation – offers and counteroffers – before both parties
are satisfied. This is one aspect of a real estate transaction in which an agent is
invaluable. Not only can an agent draw upon his or her experience and market
knowledge to offer sound advice during a negotiation, but he or she can also serve
as a buffer between the buyer and the seller/seller’s agent. Negotiating for a
home can be a highly charged and emotional process. But the most emotional
buyer will look like one cool customer behind the right agent, and in the end, you
usually wind up with what’s important to you.
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FROM CONTRACT TO CLOSING
In a real estate transaction, there are dozens of loose ends to tie up between signing the
contract and closing the sale. My top strength is attention to detail during this important
phase in which we coordinate and oversee the following steps:


Recommend a mortgage broker and help expedite the loan-application process.



Deposit earnest money with the seller or seller’s agent


Recommend and schedule a home inspector and accompany the buyer on the inspection. It is
always highly recommended that the buyer attends the inspection along with me in order to
make sure that any issues that come up are properly relayed to the buyer’s attorney.



Obtain important documents, such as property disclosure forms and condominium documents
(budget, declaration, condo association minutes), and deliver them to the buyer and buyer’s
attorney.



Monitor all contingencies to ensure that they have been met



Recommend service providers for moving, home-improvement and repairs



Schedule a final walk-through. Again, both buyer and buyer’s agent should be present.



Coordinate your closing

CLOSING
It’s almost YOURS!!
I work closely with you, your lender, your attorney, and the seller’s agent to make sure
everything is in place for a smooth and efficient closing.
Typically, three days prior to the closing, your lender will forward all loan documentation
to you in the form of a Closing Disclosure, which lets you know the amount required to
close. You will be responsible for bringing the balance of your down payment and closing
costs (such as lender fees, title company fees, and state and city transfer taxes) to the
closing in the form of a cashier’s check. At the closing, the title company ‘escrow
officer’ (or your attorney) will guide you through the many documents you need to sign,
including the bill of sale, the deed and the affidavit of title.

My goal is to provide you with the information you need to feel confident at your closing.
If you have questions about your closing, contact me at any time.

AFTER CLOSING
While your transaction is complete, my work is not. I like to maintain relationships with my clients long after closing.
I’m always glad to help you find a variety of service providers and tradesmen to perform work on your home or make
life a little easier.
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If you've ever applied for a credit card, a loan to buy a house or car, or a line of credit to make some other large
purchase, then you've probably had your credit report reviewed by the lender. If your report says you don't pay
your bills on time, or that you have a lot of debt, you may not get that loan -- or you may get it but have to pay a
higher interest rate. Because it can have such an impact on the
things you do in your life, you should make sure that your credit
report is accurate and that you understand how it affects the credit you can get.

A credit report is an accumulation of information about how you
pay your bills and repay loans, how much credit you have available, what your monthly debts are, and other types of information
that can help a potential lender decide whether you are a good
credit risk or a bad credit risk.

The report itself does not say whether you are a good or bad credit risk -- it provides lenders with the data
to make the decision themselves. Credit bureaus, also known as credit reporting agencies (CRAs), collect
this information from merchants, lenders, landlords, etc., and then sell the report to businesses so they
can evaluate your application for credit. Lenders make their decisions based on different criteria, so having all of the information helps ensure that they are making the right decision.

Information that makes up your credit report includes:
Personal identifying information - This includes your name, address (current and previous), Social Security Number, Date of Birth, current and previous employers, and (on the version you get) your spouse's name
may be included as well.

Credit history - This section includes your bill-paying history with banks, retail stores, finance companies,
mortgage companies, and others who have granted you credit. It includes information about each account
you have, such as when it was opened, what type of account it is, how much credit it includes (or the amount
of the loan), what your monthly payment is, etc. If you've closed the account or the loan has been paid off,
then that information shows up as well. If there were missed or late payments, this is where that appears.

Public records - Information that might indicate your credit worthiness, such as tax liens, court judgments
and bankruptcies. This information is readily available from public records.

Report inquiries - This section includes all credit granters who have received a copy of your credit report. It
also includes any others who were authorized to view it. In addition, lists of companies that have received
your name and address in order to offer you credit are included. These companies don't actually see your report, but get your name if you meet their criteria for an offer of credit, insurance or other product. This is
where all of those "pre-approved" credit card offers come from.


Dispute statements - The report may also include any statements you've made disputing information on the
report. Most credit bureaus allow both the consumer and the creditor to make statements to report what happened if there is a dispute about something on the report.
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Things that don't appear on most credit reports include:
Bank account balances
Race
Religion
Health (although medical bills may show up as debts)
Criminal or Driving records
Income
There are different versions of credit reports available depending upon
who is requesting it. The consumer version includes all of the above information, as well as a listing of all inquiries for
the report. The business version includes all of the above information, but only the inquiries made by companies with
a "permissible purpose" -- this usually means someone you have initiated business with.
You've probably heard about a credit score as well. Don't confuse your credit score with your credit report. Credit
scores are based on formulas that use the information in your report, but they are not a part of your report. Fair, Isaac
and Company came up with a proprietary scoring formula that most creditors use, although there are other scoring
methods that are used for various purposes. This score essentially boils down all of the information in your credit report to a single three-digit number. This gives creditors an easier way of making decisions about your creditworthiness. These numbers range from 300 to 850, with the higher number indicating a better credit risk.

How Credit Bureaus Get Information
A credit bureau is a clearinghouse for credit information about consumers. There are over 1,000 local and regional
credit bureaus around the country that gather information about your credit habits directly from your creditors. Typically, these smaller local and regional bureaus are affiliated with one of three large national credit bureaus – Equifax,
Experian, and TransUnion.
For example, let's say you apply for a credit card and provide the card company with all of your personal information,
such as your name and address, your previous address (if you haven't lived at your current residence for more than two
years), your employer, other credit cards you have, etc. The credit card company then contacts a credit reporting agency
(CRA) and reviews your credit report. If the company approves your application for a credit card, then the information
you've supplied is forwarded to the CRA. That credit card company also reports your payment history to the CRA, so that
becomes part of the report. The CRAs also access information about you from public record information such as court
records.
All of the transactions you have that involve credit are reported monthly to CRAs by the merchants or creditors you deal
with. Most large creditors report this information to all three national credit bureaus (CRAs). Some smaller lenders or
merchants, however, may only report the information to one. For this reason, your report from each CRA may not be the
same. You might get a copy of your report from Experian that does not include an account that shows up on your report
that is maintained by TransUnion. For this reason, it is wise to review copies of all three reports.
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While the report itself only relays the history of your dealings with creditors, there is still information there
that may seem innocent to you but NOT to potential creditors. This includes information like:


Credit Inquiries
Every time you apply for a credit card to get a free travel mug, duffel bag, or tee shirt, you are adding another hard
inquiry to your credit report. When potential lenders see these inquiries, it may wrongly imply that you're either in
some financial situation where you need a lot of credit, or are planning to take on a large debt. Either can flag you as
a high credit risk.
Other types of inquiries, such as your own requests to view the report, employer requests to view the report and
requests by marketers to get your name in order to sell you something, count as soft inquiries. These inquiries
don't show up on the reports that lenders see, and
therefore don't affect how they view your credit.
Also, watch out when you are car shopping or mortgage
shopping. Make sure you don't let the car dealer or
mortgage broker run your credit unless you know you're
going to be buying from them. While the FCRA allows
these types of multiple credit inquiries that are within
seven to 14 days of each other to be counted as a single
inquiry, you would have to be careful of your timing to
make sure you don't have multiple inquiries show up.
So, how many hard inquiries can you have without a
problem? Some experts say that if you have 10 credit card
inquiries in six months, that will probably scare a lender. Others experts say that as few as six credit card inquiries in six months can label you as risky. Inquiries that are older than six months may not be looked at as
strongly because if you actually set up the loan or opened the credit card account, those accounts would now
be showing up on your report as well. The newer inquiries might lead the lender to think that you actually
have the credit accounts available now but they haven't shown up on the credit report yet. Most inquiries drop
off of your report after two years.

Open credit accounts
Another thing to watch out for as you gather all of those free mugs and duffel bags is that even though you may
have forgotten about them, accounts you don't use still count toward your total available credit. Just as with the
hard inquiries we've talked about, these can indicate to a potential lender that you could easily put yourself into
financial danger with all of that readily available credit.
According to TransUnion and Experian, you should not close out your oldest card, because it has the most history
on it; also, you should maintain four to six credit cards to "keep your credit score and debt balances
healthy" (TransUnion). But other than that, close the accounts you don't use. In addition to avoiding excessive
available credit, you're limiting your exposure to identity theft.
Cutting up the card or just not using it doesn't mean the account is closed. You have to call or write to the card
company and ask to close the account.

Missed payments
Obviously, your payment history makes a big difference. You should always make at least the minimum payment, or
consolidate accounts to reduce your payments. These delinquencies stay on your report for seven years -- even if
you've caught your payments up! The same goes for accounts that creditors have turned over to collection agencies
or charged-off -- meaning that they've written the account off as a loss. Even if you do pay off the account at a later
date, the charge-off or collection action stays on your report for seven years.
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Maxed-out credit lines
Another thing that scares lenders is a maxed-out credit line (or two). This waves a big red flag and indicates that
you may be financially strapped for some reason. Some experts suggest moving debt around if this is the case.
For example, if you have a maxed-out card but have other cards that haven't reached their credit limits, you
might consider moving some of the debt from the maxed-out card to the non-maxed-out ones.

Debt in relation to income
If you have unsecured credit card debt that is more than 20 percent of your annual income, lenders may not want to
give you the best deal on a loan (if they'll take the chance and give you a loan in the first place). Work to reduce
the debt-to-income ratio and you'll be able to get better rates on the loans you seek.

You can find the contact information for all three national credit bureaus in the United States.
Every year you are allowed a free credit report from each of these three agencies.
Get the full report here:
www.annualcreditreport.com
Equifax – www.equifax.com
To order your report, call: 800-685-1111
To report fraud, call: 800-525-6285/ TDD: 800-255-0056
Experian – www.experian.com
To order your report, call: 888-397-3742
To report fraud, call: 888-EXPERIAN (397-3742)/ TDD: 800-972-0322
TransUnion – www.transunion.com
To order your report, call: 800-916-8800
To report fraud, call: 800-680-7289/ TDD: 877-553-7803
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Most people have so many questions about how exactly mortgages work and what the different terms mean. The problem for most people is all the confusing terms that banks and lending institutions use. Here’s a basic insight on how
mortgages work, explain some terms that are used in the industry, and well as explain the different loan options.

What is a Mortgage?
According to the Webster’s dictionary, a mortgage is "the
pledging of property to a creditor as security for the payment of a debt." In plain terms, it is the legal contract
that says if you don't pay the loan back (along with all of
the fees and interest that are included with it), then the
lender can have your house.
In states following the "title theory," (Texas is this type)
the lender holds the title to your house until the debt is
completely paid off, and the lender will sell your house in
order to get the money back if you can't make your mortgage payments. In states following the "lien theory," the mortgagee holds a lien on your property and can foreclose on that lien and sell your property in the event you default under the
mortgage.
Your down payment is the lump sum you pay up front that reduces the amount of money you have to finance. You can
put as much money down as you want, or you can sometimes pay as little as 3 to 5 percent of the purchase price. With
USDA Rural loans, even ZERO! (that doesn’t mean you don’t have to front ANY cash, however) The more money you put
down, the less you have to finance and the lower your monthly payment will be.

The mortgage payment is made up of:
Principal - This is the total amount of money you are borrowing from the lender (after you've made your down
payment). It is the amount of money you are financing.
Interest - This is the money the lender charges you for the loan. It is a percentage of the total amount of money
you are borrowing.
Taxes - Money to pay your property taxes is often put into an escrow account, meaning that the money is
placed in the hands of a third party until it is time to pay or certain conditions are met. A portion of your
property tax is added to your monthly mortgage payment and held in escrow until it is due.
Insurance - There are several types of insurance that can come into play when you get a mortgage. You'll have
hazard insurance to protect against losses from fire, storms, theft, etc., and if your home is in a flood risk zone
and you're getting a federally insured loan, you'll have to get flood insurance. Unless you have at least 20 percent equity in your home, you'll also have to pay private mortgage insurance (PMI). This can sometimes be
pretty expensive, so it makes sense to put as much into your down payment as you can. (Equity is the portion
of your home's value that you have already paid for.)
These pieces of your mortgage payment are referred to as PITI.
Mortgages are typically paid off in incremental payments that gradually chip away at the principal of the loan. This is
called amortization. The portion of your payment that goes to pay the interest is much higher than the portion that goes
to the principal -- at least for the first several years. These payments are precisely calculated and scheduled to pay off the
loan in a specified period of time.
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Types of Mortgages
There are many types of mortgages you can choose from. Which type you choose usually depends on the length of
time you think you'll be in your home or the other financial obligations you have. If you think you'll be there for the
long haul, then you may want a fixed rate mortgage with the lowest interest rate you can get.
There may be other considerations, however. What if you have
kids who are going to be entering college in 10 years? In that
case, you might consider getting an adjustable rate mortgage
or a mortgage with a balloon payment so you can keep your
payments low for the first few years in order to save for college. Once the kids are out of college, you can refinance at the
current rate. If you don't think you'll be in your home for that
long, then you may also want to look at other options.

Fixed-rate Mortgages
This mortgage offers an interest rate that will never change over the entire life of the loan. If you lock in a rate of 7
percent that calculates a payment of $1,247 per month, then you know that in 20 years you'll still be paying $1,247
per month. The only things that will change will be the property tax and any insurance payments that are included in
your monthly payment. The length (known as the term) of your fixed rate mortgage can be 15, 20 or 30 years. These
terms have an effect on the various benefits you'll get from your mortgage.

30-year fixed-rate - The 30-year term gives you the maximum tax advantage by having the greatest interest
deduction. While the fact that you're paying more interest may not seem like a benefit, you make lower payments with the longer term fixed-rate loan and you get a bigger tax deduction. If you will be staying in your
home for many years (especially if you think your income may not increase tremendously), this may be the
best option. This type of loan is also the easiest to qualify for.
15-year fixed-rate - You can shorten your mortgage by 15 years and usually get a lower interest rate with
the 15-year mortgage. The advantage with the shorter term, besides paying your loan off sooner, is that
you'll also have more equity in your home sooner, but the down side is that you will also have a higher
monthly payment.

Adjustable-Rate Mortgage
An adjustable-rate mortgage (ARM) has an interest rate that changes based on changing market rates and economic
trends. They usually offer an initial interest rate that is two to three percentage points lower than fixed-rate mortgages, but these rates are not fixed. If you don't expect to be in your home for many years, however, an ARM may
be a good option.
How often your interest rate adjusts is determined by the terms of the loan. You may choose a six-month
ARM, a one-year ARM, a two-year ARM, or some other term. There is usually an initial period of time during
which the rate won't change. This might be anywhere from six months to several years. For example, a 5/1
year ARM would mean the initial interest rate would stay the same for the first five years and then would adjust each year beginning with the sixth year.
There will also be caps, or limits to how high your interest rate can go over the life of the loan and how
much it may change with each adjustment.
The interest rates for ARMs can be tied to one-year U.S. Treasury bills, certificates of deposit (CDs), the London Inter-Bank Offer Rate (LIBOR), or other indexes. When mortgage lenders come up with their rates for
ARMs, they look at the index and add a margin of two to four percentage points. Being "tied" to these index
rates means that when those rates go up, your interest goes up with it. The flip side is that if they go down,
your rate also goes down.
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What is a debt-to-income ratio?
Answer: Your debt-to-income ratio is all your monthly debt payments divided by your
gross monthly income. This number is one way lenders measure your ability to manage the payments you make every month to repay the money you have borrowed.
To calculate your debt-to-income ratio, you add up all your monthly debt payments and divide them
by your gross monthly income. Your gross monthly income is generally the amount of money you
have earned before your taxes and other deductions are taken out.
For example, if you pay $1500 a month for your mortgage and another $100 a month for an auto
loan and $400 a month for the rest of your debts, your monthly debt payments are $2000. ($1500 +
$100 + $400 = $2,000.)
If your gross monthly income is $6000, then your debt-to-income
ratio is 33 percent. ($2000 is 33% of $6000.)

Lenders look at this ratio when they are trying to decide whether to lend
you money or extend credit. A low DTI shows you have a good balance
between debt and income. As you might guess, lenders like this number
to be low -- generally you'll want to keep it below 36, but the lower it is,
the greater the chance you will be able to get the loans or credit you
seek.
Add up all of your monthly debt obligations -- often called recurring debt
-- including your mortgage (principal, interest, taxes and insurance) and
home equity loan payments, car loans, student loans, your minimum
monthly payments on any credit card debt, and any other loans that you
might have.

Try this loan calculator which will give you a good idea of your DTI:

http://www.bankrate.com/calculators/mortgages/ratio-debt-calculator.aspx

Why is the 43% debt-to-income ratio important?
Evidence from studies of mortgage loans suggest that borrowers with a higher debt-to-income ratio
are more likely to run into trouble making monthly payments. The 43 percent debt-to-income ratio is
important because, in most cases, that is the highest ratio a borrower can have and still get
a Qualified Mortgage.

There are some exceptions. For instance, a small creditor must consider your debt-to-income ratio,
but is allowed to offer a Qualified Mortgage with a debt-to-income ratio higher than 43 percent. In
most cases your lender is a small creditor if it had under $2 billion in assets in the last year and it
made no more than 500 mortgages in the previous year.
Larger lenders may still make a mortgage loan if your debt-to-income ratio is more than 43 percent,
even if this prevents it from being a Qualified Mortgage. But they will have to make a reasonable,
good-faith effort, following the CFPB’s rules, to determine that you have the ability to repay the loan.
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Why debt to income matters in mortgages
Paying your bills on time, having stable income and boasting a good credit score won't get you a mortgage
loan if your lender determines that you live too close to the edge.
In the mortgage lending world, your distance from the edge is measured by your debt-to-income ratio, which,
simply put, is a comparison of your housing expenses and your monthly debt obligations versus how much
you earn.
Knowing your DTI is just as important as knowing your credit score when you get ready to apply for a home
loan

You can be so focused on their credit scores and on getting a low interest rate that you overlook at the big
picture of your financials. Your debt-to-income ratio plays a huge role. It's a number that can impact whether
or not you're getting a mortgage in the first place.

How to figure debt-to-income ratio
There are two types of debt-to-income ratios that lenders look at when you apply for a mortgage:



The front-end ratio, also called the housing ratio, shows what percentage of your income would go
toward your housing expenses, including your monthly mortgage payment, real estate taxes, homeowner's
insurance and association dues.



The back-end ratio shows what portion of your income is needed to cover all of your monthly debt
obligations. This includes credit card bills, car loans, child support, student loans and any other debt that
shows on your credit report that requires monthly payments, plus your mortgage payments and other
housing expenses.
To calculate the front-end ratio, add up your expected housing expenses and divide it by how much
you earn each month before taxes (your gross monthly income). Multiply the result by 100 and that is your
front-end DTI ratio. For instance, if all your housing-related expenses total $1,000 and your monthly income
is $3,000, your DTI is 33 percent.
To determine the back-end ratio, add up your monthly debt expenses with your housing expenses
and divide the result by your monthly gross income. For instance, suppose you pay $200 per month for a
car loan, $50 per month in student loans, and about $100 per month in credit card bills. That adds up to
$1,350 in monthly debt obligations, including housing expenses. Based on a monthly income of $3,000,
your back-end ratio would be 45 percent.

Recommended debt-to-income ratio
Lenders typically say the ideal front-end ratio should be no more than 28 percent, and the back ratio, including
all expenses, should be 36 percent or lower.
In reality, depending on credit score, savings and down payment, lenders accept higher ratios. Limits vary
depending on the type of loan. For conventional loans, most lenders focus on your back-end ratio.
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A great way to make the home-buying process flow smoothly is to educate yourself and
learn from mistakes others have made - this can make the difference between buying the
home of your dreams and buying a "lemon."


Not getting pre-qualified or pre-approved
If you receive pre-qualification or pre-approval from a reputable lender, your negotiating position is strengthened.
It shows agents and sellers you are serious about buying a home.



Not seeking guidance from real estate professionals and inspectors
These people are trained in buying, selling and inspecting. Find someone you respect and trust and allow them
to help – it will benefit you in the end.



Choosing an agent haphazardly
Don’t jump from agent to agent just because you saw their
name on a sign outside of a house you like. Interview at least
three agents and choose the one you feel most comfortable
with and who will focus on your needs.



Not getting enough information about the properties
Obtain market statistics and sales records for the area you are
considering buying a home in so you know how things (prices,
conditions, list-to-selling price ratios) stack up in your
neighborhood.



Not looking at enough houses for sale
The more you see, the more you’ll learn about what you want and what each house is worth.



Not making the correct price comparison
Don’t assess the value of a house only on the asking price. Your real estate agent should compile reports that
reflect and compare the selling price of similar houses recently sold.



Forgetting to calculate all the costs
When calculating the maximum price you can afford, don’t forget to include hidden costs, i.e. courier costs.
Calculate a reasonable price range and look for a house that is priced closer to the lower end of your range.



Not asking enough questions
Don’t be afraid to ask questions! Remember, this is potentially the biggest purchase you will make in your life –
don’t get caught in a "lemon" because you didn’t ask enough questions!
Fear of losing a specific house

Don’t fall in love with the first home you see. New listings come onto the market all the time. The best deal may
still be around the corner.
Choosing A Poor Location:
Location matters. Even within every neighborhood and subdivision, there is a difference in location. Is it on the busiest
street? Is there a shopping center out the back window? Is there a train track that you can hear going by? These are
just a few examples that can cause a home not to sell as easily as similar homes in a same subdivision.
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Not looking past the interior decorating or cosmetic improvements
Don’t choose a house because you like the interior decorating – that is not what you are buying and it will probably go with the seller when he moves. Check out the actual structure of the house!



Not checking out every nook and cranny before purchasing
Go through the house with a fine-tooth comb. You don’t want to find out after you’ve bought the house that the
roof is leaking. Open cabinets, turn on every switch, notice details, move stuff away from the walls, look in the
attic, turn on faucets.



Not making a low offer
Pay only what you can afford. The seller can always make a counter-offer, and you can counter-offer again until
you settle on a suitable price, or you can simply walk away.



Being pushed into buying a certain home
Don’t make a decision until you feel you’ve seen enough to pick the best one.



Not Doing Your Homework: Knowledge is power. There is so much information out there today with the Internet
and so many more online tools. Real Estate agents are not the only people that have access to the MLS (Multiple
Listing Service). Consumers themselves now have access and see exactly what homes are list being sold for. It pays
to do your homework when buying a new home, there is no excuse to enter the market unprepared. For MLS access,
you can go to my website and sign up for access: www.YourTexasDream.com/property-search



Trying To Make a Shrewd Investment: When buying a home, it is very important to make an investment that fits the
needs of you and your family. You should not try to guess what will happen to the market. There are so many people
that are trying to become real estate investors and property “flippers” from seeing different shows on TV. No matter
what, every investment carries some type of risk.



Overlooking An Inferior Floor Plan For An Attractive Exterior: The home may have gorgeous curb appeal, but you
will not be living on the lawn. No matter how attractive the exterior is, you need a home that is livable.



Overlooking How the House Will Function Your Family: How do you really live? Do you really need a formal dining
room and living room? Would you be happier with an eat-in kitchen and a great room and a den to use as a home
office? The house only needs to fit one family…Yours.



Not Having The Home Properly Inspected In A Resale: This is not the time for
surprises. In the long run, it will pay to have a home inspection performed by a
qualified, respected professional. You may be able to save yourself a lot of money
and headaches by finding out about potential issues before purchasing a property.



Not Checking Out The Builder’s Reputation On A New Home: Talk to three or four
people who live in the builder’s homes and see what they have to say. If one
builder did all the houses in a neighborhood, talk to the residents and get their
input. It’s also a great way to meet your potential neighbors.



Not Getting What You Want Because You Are Impatient: This is an extremely big
decision. You need time to review all the information and what is available.
Impatient decisions can lead to mistakes. That is why it is always smart to work
with a full time Real Estate agent who knows the intricate market.



Waiting for a Better Market / Better Interest Rates: Warren Buffet says the rear view mirror is always clearer than
the windshield. But, remember…If you wait too long, you might just pass up the perfect home for you. Even in a
slower market, nice homes that are priced right will sell very fast.



Not Buying At All: If you can afford to purchase a home and you decide not to purchase, you will be losing out on the
benefits of tax deductions, building equity, and the appreciation in value. Over a long period of time, Real Estate has
always been an extremely profitable investment and will continue to do so in the future.
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Getting your future home inspected is an integral part of the buying process. Although you are excited about
settling in – your barbeque pit, oven, fireplace, and even house-warming party ideas are already fired up in your
mind – a home inspector may uncover issues that could make you reconsider your purchase. With the help of
your Realtor, you may want to ask for repairs, renegotiate the price, or back out of the contract. We encourage
inspections for our buyers who are purchasing to be built or newly constructed homes as well. Why not have your
builder fix problems before you take possession of the home, rather deal with a warranty issue later? In this article, we'll help you understand what home inspections entail.

Scheduling and Pricing
As Realtors, we STRONGLY encourage you to hire a professional home inspector once you are under contract to purchase a
home. Obtaining an inspection is part of your due diligence as a home buyer. We want you to be aware of problems before rather than after - you own the home. Of course, you should be aware that a home inspection is not exhaustive - some issues
may be left undiscovered - but having an inspection will certainly provide more information about the property than forgoing
this step.
Inspections are ideally scheduled within the “Option Period” to allow the buyer time to review the inspector's findings before
committing to the purchase. Often, the home buyer is not on the property while the inspection is taking place, since most home
inspections take several hours. Instead, the home buyer will meet the inspector and their Realtor on the property afterwards to
review the inspector's findings. The inspector will prepare a formal report and submit it to the buyer within a day or two after
the inspection meeting.
The price of a home inspection is based on the size and age of the home, as well as any special inspection items such as a pool,
sprinkler system, termites, and septic system. Realtors typically sees clients paying between $300-$650 for a thorough home
inspection.

What's Inspected


Home inspectors are trained to search for visual and structural problems in and
around homes. In Texas, these professionals abide by the Standards of Practice
and Rules Governing Inspectors held by the Texas Real Estate Commission. Listed
below are most of the Commission’s minimum inspection requirements:



Foundation: The inspector will look for cracks, differing grades, erosion, water
pooling and the efficiency of the foundation's drainage.



Roofing Materials: Skylights, evidence of water penetration and the roof's materials will all be noted.



Roof Structure and Attic: The attic's ventilation, insulation, degree of completion and ease of access will be reported.



Interior and Exterior Walls, Ceilings, Floors, and Doors: Here, the inspector wants to make sure there are efficient escape
routes available to residents and that there is no water penetration.



Porches, Balconies, Decks, and Carports: Generally, the home inspector makes sure that all porches, balconies, etc. have
sure footing, guardrails and were constructed properly.



Heating, Cooling and Electrical Equipment: Electrical panels should all be grounded, insulated and not placed in a
hazardous location, e.g. the bathroom. The inspector will also make sure that your AC and heating equipment each have
functioning units, valves, coils, and thermostats, and that they are not corroded in any way.

HILARY MEADER, GRI E FATHOM REALTY E

MCKINNEY E TX 214.585.9383

E

WWW.YOURTEXASDREAM.COM

Common Inspection items, continued...



Plumbing Systems: When it comes to plumbing, inspectors will look for deficiencies such as leaks and the lack of water
pressure and water supply to showers and sinks. They will also check for drippy faucets and cranky commodes.



Appliances: The appliance inspection is relatively thorough. Deficiencies from the home's stove, dishwasher, food waste
disposal, range exhaust vent, oven and microwave oven, trash compactor, garage door operators, doorbell and dryer vents just to name a few - will be included in the final report.

Special Inspections
There are some features of a home that may not always be covered by a regular home inspection. When buying a home with a
pool, septic system or potential termite damage, we strongly encourage our clients to have these special features checked by an
independent, licensed inspector. Problems with these features can be hard to spot if you don't have a trained eye. Uncovering
potential problems through special inspections before closing can save a buyer from expensive repairs
in the future.

Termite Inspection
Termites are one of the most common household pests. Since these insects eat wood from
the inside out, it can be difficult to recognize the signs of an infestation if you're not familiar
with them. When buying a home, a termite inspection is almost always required. We always
recommend that our clients hire a licensed termite inspector to inspect a home before buying.
An inspector can identify current and past termite damage in a home as well as hazards that
could encourage an infestation. Buyers can also ask the seller for a history of termite infestation in the home during the
inspection process.

Pool Inspection
Always have a licensed pool technician assess the in-ground pool at your choice of home. A regular Inspector can do it, but
the pool tech will be more up to date on equipment and costs.

After the Inspection
Once the inspection is complete and the home buyer has a good understanding of the inspection report, the agent
helps the buyer determine the significance of the inspector's findings and prepares a list of any necessary repairs. If the
inspection report uncovers standard issues, we may advise that our client ask the seller to repair the items before
closing. If more significant issues are uncovered, the buyer can either back out of the contract, ask for repairs to be
made, or ask the agent to help them renegotiate the contract to reflect the home's deficiencies.

Having a home inspection provides peace of mind to the buyer and helps uncover problems
with the home that could result in costly repairs for you to deal with.

HILARY MEADER, GRI E FATHOM REALTY E

MCKINNEY E TX 214.585.9383

E

WWW.YOURTEXASDREAM.COM

What does “Dual Agency” or “Intermediary Mean?

At the time of the first substantive dialogue with you as a prospective buyer, I should provide
you with a copy of the statutory information about agency required by The Real Estate License
Act (TRELA), called the IABS (I have you sign one at the very beginning of our work together). The statutory
information includes an explanation of the intermediary relationship, seen below:

Basically, if you as a Buyer, wish to buy a home listed by me, the Broker at Fathom Realty would usually
appoint another agent to represent one side or the other. (Unless you as a Buyer did not want representation (before we
signed a Buyer Agreement). Then you would be a “customer’ who would need to decide on your own what goes in your offer with no
help from another agent.) Here are the steps:











My brokerage would have negotiated a written listing contract with a seller and a written buyer representation
agreement with a buyer.
In those documents, the respective parties would authorize the broker to act as an Intermediary and to appoint
associated licensees to work with the parties in the event that the buyer wishes to purchase a property listed with
the firm.
At this point, the broker and associated licensees would be functioning still as exclusive agents of the individual
parties.
The Listing Agreement and Buyer Representation Agreement would contain in conspicuous bold or underlined print
the broker’s obligations set forth in Section 1101.651(d) of TRELA.
When it becomes evident that the buyer represented by my Brokerage wishes to purchase property listed with the
firm, the intermediary status would come into play, and the Intermediary(Broker) may appoint different associates to
work with the parties.
The intermediary would notify both parties (Buyer/Seller) in writing of the appointments of licensees to work with the
parties.
The licensees would provide advice and opinions to their respective parties during negotiations, and the
intermediary broker would be careful not to favor one party over the other in any action taken by the intermediary.
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No. The Listing Agent may represent the seller only as the seller’s agent. There is no law requiring that a buyer be represented in a transaction. When a broker represents the seller only, the seller is the broker’s client while the buyer is a
customer. In those instances, the broker would be obligated to act in the seller’s best interests. An Intermediary, on
the other hand, would be prohibited from favoring one party over the other.

When the Listing Agreement or Buyer Representation Agreement exists but no intermediary status yet exists, the
broker (or salesperson) may advise the parties generally on these matters.
Once the intermediary status has been created, the intermediary broker may not express opinions or give advice during negotiations. Information about matters which do not constitute an opinion or advice may be supplied in response
to a question from the client.

For example:


The intermediary could tell the buyer what the prevailing interest rate is without expressing an opinion or giving
advice.



The seller's question about the amount of earnest money could be answered with a factual statement that, in the
broker's experience, the amount of earnest money that is usually seen in transactions depends upon the amount
of the sales price and could give examples of those figures.



If the buyer asks what amount should be in the offer, the intermediary could respond with another factual
statement that, in the broker's experience, those offers closest to the listing price tend to get accepted by the
seller.

These same rules would apply to a Licensee acting as an intermediary without appointments made by the intermediary broker. If appointments have been made following the procedures in the license act, then the appointed Licensee
may provide opinions and advice during negotiations to the party to whom the salesperson is appointed.

What’s a Subagent?
A Subagent is an agent that you have NOT signed a Buyer Representation Agreement with, and who can assist you
in writing a contract and presenting an offer. A Subagent cannot give you market advice, nor advice on what to offer;
they must respect and represent the Seller, by law. Be aware that often Listing Agreements with Sellers are written
without offering compensation to a Subagent, so your use of them would require you to pay them directly, in
whatever agreement you may form with them.
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