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This workshop is designed to provide a basic understanding of the many relocation issues facing the mobile military family.  Specifically, it addresses the programs and services available from both the Relocation Assistance Program and the Housing Office.  The relocation assistance program office is generally located on the installation in the Family Center and provides the PCSing service member/family guidance on their move.  The housing office on the installation helps a service member or family obtain housing as part of a permanent change of station move.  This workshop provides an outline of the rental and home buying processes, information on budgeting for housing and choosing a neighborhood.  The websites and worksheets referenced in this workbook are all reliable sources for up-to-date information.  We hope you enjoy this workshop and please provide us your feedback using Worksheet I, Evaluation Form.
Chapter 1
Relocation Assistance Program and Services 
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Introduction
The relocation personnel located in the installation’s Family Center are the primary resource for education, information and referral on any and all moving questions.  They may provide inbound and outbound briefings; workshops such as this one; a loan closet, training to sponsors; individual and custom moving calendars and schedules, as well as individual counseling.  Their primary goal is to prepare you and your family for a military move with as little stress as possible and in the most cost effective manner.   

Plan My Move (PMM)
Plan My Move is a web-based application that provides service members and their families a comprehensive set of tasks that need to be completed in preparation for a PCS move. Users can create a custom calendar with email alerts and store this information for future access.  Users may print to-do lists that reflect their move. Users may also print task specific checklists and information about their origin and destination. 
PMM and its companion website MilitaryINSTALLATIONS (MI) displays information on most major installations from Army, Air Force, Navy, USMC, DLA and U.S. Coast Guard. Some smaller installations are also included.  For example, all Military Processing Entrance locations are included in the database. The Soldier and Family Assistance Centers and United States Army Recruiting Command are examples of other specialized files. The total number of locations changes frequently. 

Plan My Move is the responsibility of the relocation personnel in the Family Center.  Plan My Move (PMM) and MilitaryINSTALLATIONS (MI) share the same database.  PMM/MI is concise, consistent and predictable as it is reviewed and revised by a MilitaryHOMEFRONT editorial team before being published.  

Basic Plan My Move 

With basic Plan My Move, Calendar views are tailored based on the user-provided departure date, origin, and destination installations. This basic view presents a 12-week schedule of required and recommended tasks that dynamically accounts for weekends and Federal holidays. There are four basic calendar views: domestic to domestic; domestic to overseas; overseas to domestic; and overseas to overseas. 

The Plan My Move calendar views are also platforms that present a wealth of information pulled from centrally managed and maintained content. Behind each task are pages of information which is either installation specific (taken from the appropriate topic article provided by the installation) or general (written by subject matter experts) or a combination of both. A “Read More” icon is presented when there are additional pages of information linked to that task. 

Enhanced Special Needs Plan My Move 

The basic Plan My Move calendar view changes if a user selects that they have a family member with special needs. When they do so, they are presented with an enhanced calendar that presents additional tasks specific to special needs moves denoted by the special needs icon.  The travel checklists change as well. 

Custom Plan My Move 

Plan My Move has a “customize calendar” function that allows users to tailor the basic and enhanced three month calendar to meet their specific needs. To use this custom function, users must first create a user account with a unique user provided ID (email address) and password. 

The “customize calendar” function allows a user to modify the content and schedule of basic tasks, remove basic tasks they don’t need to perform, and add and schedule their own unique tasks. As a result the custom calendar is not constrained to the basic 12 week planning period, and may be as short as one month or longer than 12 months. The custom calendar also allows users to set and store email notifications for the tasks on their calendar. The account for a custom calendar is stored and available every time a user signs in. The email address used to create the account is also used for email notifications. 

First Move Plan My Move 

This is a special domestic-only six week calendar that is designed for the population who is making their first move from advanced training school. It has its own tasks and events connected with a first move.

MilitaryINSTALLATIONS
MilitaryINSTALLATIONS (MI) is the official DoD source for installation and state resources available to active duty, guard and reserve service and family members.  Users can view articles, photos, major unit listings and contacts for programs and services worldwide for major installations and some smaller installations.  Users can also view articles and local, state and national resource directories by State.  MI has the capability of customizing and printing booklets of information specific to a family’s move.  MI connects to all of the official DoD resources available to compliment the subject of the articles available in its database. 

Military OneSource
Military OneSource (MOS) is a valuable service available to all military members, guard and reserve.  MOS can be reached at 1-800-342-9647.  Military OneSource is a 24-hour, 7-days-a-week, toll-free information and referral telephone service available worldwide to active duty, Reserve, and National Guard military members and their families. Military OneSource provides information ranging from everyday concerns to deployment-related issues.  Military OneSource’s website offers information on a variety of topics and issues: career and education; crisis support; family and recreation; financial and legal; health and relationships; and military life and deployment. Users may also use the website to order educational materials (booklets, CDs, etc.) at no charge and access consultants on-line on a 24/7 basis.

Of particular importance to this workshop are the resources and references on buying and renting in the Military OneSource library and the Relocation Essentials program for local community information.  There are cost of living calculators, neighborhood comparisons, school reports and much more on this website to help you research the areas around your new duty station.
Chapter 2
Government Housing Office 
Programs and Services  

Roles and Responsibilities

Once PCS orders are received it is imperative that you contact the gaining installation’s housing office immediately.  The contact information can be found in MilitaryINSTALLATIONS by searching the program and service “housing office” and the installation, then select “go”; or this information can be provided by the losing installation’s housing office.  Early contact is important for several reasons:  determination of the application process; determination of the quarters available for transferee’s family size (on base housing may not be an option for the transferee); determination of wait list (if any) and wait times (if any); determination of other housing options—privatized, local community and government owned or leased housing.

The housing office is responsible for maintaining all government housing.  The housing office is also responsible for assignments and terminations of all property on the installation and for government leased or owned properties in the local community.  The latter is often the case for overseas assignments.  This section does not discuss clearing quarters but be aware when you live on an installation there is a process for having your property inspected as part of out-processing and there could be some expense incurred for cleaning and damages.

The housing office has the responsibility of keeping a list of rental, and sometimes purchase, properties for your use.  This process has mostly been automated in recent years through the Automated Housing Referral Network (AHRN).  AHRN is sponsored by the Department of Defense and is designed to improve the process of securing available housing for relocating military members and their families.  Property managers input properties available in the community and service members can search these properties online.  There is no charge for this service.  AHRN is available worldwide.  Overseas the housing office also maintains the housing furniture office.

The Housing Management Furnishing Office has furniture available to loan and furnish local economy housing for the length of the tour.  They offer schrunks (storage closets), beds, tables, lamps, and various other furniture items so that you do not have to expend money for these items when you live off of the installation overseas.  

Housing Privatization Programs
The Military Housing Privatization Initiative (MHPI) is a public/private program whereby private sector developers may own, operate, maintain, improve and assume responsibility for military family housing, where doing so is economically advantageous and national security is not adversely affected. The MHPI was enacted on February 10, 1996 as part of the National Defense Authorization Act for fiscal year 1996. Under the MHPI authorities, the Department of Defense (DoD) can work with the private sector to revitalize military family housing by employing a variety of financial tools including: direct loans, loan guarantees, equity investments, and conveyance or leasing of property or facilities. 

MHPI addresses two significant problems concerning housing for military service members and their families: (1) the poor condition of DoD owned housing, and (2) a shortage of quality affordable private housing. Military service members receive a Basic Housing Allowance which is to be spent on private sector housing, or privatized housing.

Many installations have privatized housing run by a handful of companies in partnership with DoD.  The housing office can provide you with contact information or you can find contact information and websites in MilitaryINSTALLATIONS under the installation housing topics.
Services’ Housing Websites
Each of the Services has a portal where a user can find detailed information on housing available at the installation: floor plans; wait lists; eligibility among a myriad of other details. Army Housing Online User Services, Navy and Marine Corps Housing OneStop and the Air Force Housing website is secure and needs access from your installation. 
Chapter 3
Budgeting for Housing

Determining what you can afford depends on your income, credit rating, current monthly expenses, down payment and the interest rate.  Generally, you can afford to purchase a home that is priced at two and one half times your annual salary.  If renting, you can afford a payment that is approximately 25 percent of your monthly gross income.  Whether you are renting or buying, budgeting for your housing needs is imperative and your credit report is important for both transactions.
Your income determines how much house you can afford.  To determine an “affordable” home price you must know your gross annual income.  The total gross annual income should be the total of all wage earners in the household who will contribute to the mortgage.  Do not forget to add in any additional income such as alimony into this number.  Once you know your income you will be able to determine your debt-to-income ratio.  Conservatively, your debt-to-income ratio should be no more than 36 percent (i.e. no more than 36 percent of your gross annual income should go to mortgage, home and other debt expenses such as credit card debt, car loans, school loans, etc.).

Another very important factor in determining how much house you can afford is your credit rating.  It is important to make sure that your credit history is as clean as possible.  Before you begin to house hunt take the time to get copies of your credit report and review it.  Your family center can provide information on how to obtain a free annual credit report.  Your credit report lists a number of personal identifiers, such as your Social Security number, your date of birth, current and past addresses, even your current employer. It also reveals present and past loans, credit cards, mortgages and any other reported debts. It discloses the status of those accounts, whether they are up-to-date, overdue, paid in full or in collections. Any public information, such as liens, judgments, bankruptcies, even criminal convictions against you are also recorded. Your credit file will register the severity of your overdue accounts, whether they are 30, 60, 90 or more days past due, or if they were charged off by the lender. Whenever you apply for a loan or other type of credit, your credit report is ordered and examined by the potential creditor. The report rates your financial status and the creditor uses it to help decide the likelihood of your repaying the borrowed funds.  Make sure that the information on the report is correct and if there are any problems you need to correct them before you begin looking for a mortgage.  
Lenders use the information on your credit report in a complicated formula to determine your credit rating.  Your credit rating is a number anywhere from 150 to 900.  The higher the number, the more credit worthy you are and you are less of a financial risk to a lender.  Your credit rating is an extremely important factor that banks consider before they will approve you for a mortgage or that a landlord considers before renting an apartment.
Your current monthly expenses also determine how much house you can afford.  Monthly expenses may include credit card payments, student loans, car loans/lease payments, tuition, outstanding loans, memberships etc.  The calculators listed at the end of this chapter ask you for this number and total monthly expenses, to help determine how much house/apartment you can afford. 

Your down payment is yet another factor in home affordability.  Traditionally lenders required all home buyers to provide a down payment of 20 percent of the purchase price of the home.  However, there are programs run by public and private lenders that, if you qualify, can offer flexible terms and lower interest rates.  Chapter 6 discusses these and other types of mortgages. 

Finally, the interest rate of the mortgage is one last factor to consider when determining if a home is “affordable”.  Interest rates affect the type of mortgage you choose and also how much your monthly payment will be.  Your monthly debt obligations are calculated against your annual income. The higher the ratio, the higher the risk, which could mean a higher interest rate on your loan.  As a result, you may be able to afford less house than you originally thought.  Also, a low credit rating may make you seem like a high credit risk, which means you'd only be eligible for higher mortgage interest rate loans and thus be able to afford less house.

There are several websites with calculators designed to help answer the question of what you can “afford”. Some calculators available from the HUD website are a “Buying vs. Renting” calculator and a “How Much Home Can You Afford?” calculator.
Chapter 4 Choosing a Neighborhood

Considerations

The following are the most important things to consider when choosing a neighborhood.
Location:  This is the key question-where do you want to live?  To decide, you or your spouse/family need to determine if you want to live in a city, small town, near public transportation, near schools, near shopping, close to work, etc.  There are many, many factors to consider.  These decisions are difficult under normal circumstances but when you are moving, often in a short period of time, to a completely unfamiliar community, this decision is even more difficult and may limit your options.  For example, there may not be a city near some remote military installations or the installation may be in a high cost, complex metropolitan area.

Take a Tour:  The best advice is to take a house hunting trip and visit several different neighborhoods in areas you think are viable options; however, uniformed families do not have reimbursed house hunting trips as do DoD and other federal civilians so this is expensive and may be impossible for a uniformed family faced with moving.  In rare instances, it might be possible to fly to your new location Space Available and your command may grant you permissive TDY for a house hunting trip.  But do not count on being able to pull this together, so you will need to use your next best resources -- MilitaryINSTALLATIONS, Plan My Move, Military OneSource and other Internet sources.  If you are lucky enough to go on a house hunting trip you don’t need to find the perfect house on this trip, but you should drive around different neighborhoods to get a feel for population, house type, location, schools, commute time, etc.  You can choose neighborhoods to visit by using the classified ads in a local newspaper and identifying potential new homes; use the various Realtor websites to find potential new homes and their neighborhoods; or contact a licensed real estate agent for advice.  Chapter 6 has more information on choosing and working with real estate agents.

Needs:  Remember your family’s needs, the proximity to the support services of a military installation is important.  Consider you and your spouses’ commute to work, where the school/s are located, location of public transportation, nearest grocery store and other shopping, parks and other recreation facilities, places of worship and the location of the closest hospital/medical facility.  If you have a special needs family member make sure to keep their needs as a top priority.

Schools:  If you have children, you are familiar with how difficult it can be to decide on the right school for your child.  There are several websites that rate schools, the National Center for Education Statistics provides comparative school information.  The quality of the school district in your new neighborhood is extremely important even if you do not have children as it could impact the resale of your home.  For DoD schools, visit the Department of Defense Education Activity (DoDEA) website, and select your installation.  Look at and review the test scores available here or you can read all about the education options in MilitaryINSTALLATIONS’ Education article found on the left hand tool bar.

Safety:  This is always a top concern.  Local police departments can provide crime statistics.  If possible, talk to some of the potential neighbors to determine how safe they feel walking their dog at night, if their children play outside in the neighborhood, do the children walk to school/bus stop, etc.  When living overseas safety and security is extremely important and you will be briefed by the military on areas where you can live and steps to take to protect yourself and your family.
Military Families:  Living with or near other military families provides many advantages:

· Neighbors who are in a similar situation to your family thus a good support network for spouses as well as children
· Easier to buy and sell homes with a constant turnover of families
· Availability of DoD run schools in some locations, medical treatment facilities and support services of the commissaries and exchanges.
Evaluating Potential Neighborhoods
Things to look for when you visit a potential neighborhood:

· Traffic: are there major roads nearby; noise factor; speeding cars; sidewalks for safety; quiet street for children to play/walk/ride bikes.
· Children: are there any children playing outside (make sure to visit on a weekend or after school).
· Ask the neighbors: if you see someone outside getting the mail or walking their dog ask them how they like living in the neighborhood.  People will usually share their opinions.

· Time of day: visit at various times during the day/week/weekends.  Get out of your car and walk around.
· Noise: train tracks nearby?  Landing pattern for local airport? Police or fire station? Major road/highway?  Local high school with lights for night games?

· Visual aesthetics: are the homes nicely kept, lawns cut; power lines running through the neighborhood or nearby; landfills/substations/strip malls/gas stations.

Most military moves require remote research on the new duty station.  House hunting trips and other luxuries are difficult for most moves.  For this reason MilitaryINSTALLATIONS and Military OneSource provide databases and consultants to assist with your research.
Chapter 5
Renting – the Process
Overview of the Rental Process

This chapter discusses the rental process and finding an apartment or home to rent in your new location.  The process can be confusing if there is a lot of choice in your new area.  The process can also be difficult if you are a first time renter, or if you have been out of the rental market for many years.  It is important to learn as much as possible about the rental market in your new location before you start looking for a home.  You can save valuable time by ranking your community and housing needs before you begin your home search.  Here are the major steps in the rental process:

Step 1:  Determine needs and priorities for community and housing

Step 2:  Determine your price range

Step 3:  Conduct housing search

Step 4:  Negotiate the lease 

Step 5: Move in!

Step 1 Determining Your Community and Housing Needs

This is done by sitting down with family members and listing everything you consider important (Worksheet A).  For example: 

· How many rooms do you need?

· Do you have children and/or pets?

· Will you need parking facilities? 

· Do you prefer carpeting?

· Do you need an in-unit washer and dryer?

· Do you prefer a garden apartment or a high rise?

· Will you need to be close to schools, shopping centers, hospital, places of worship?

· How long are you willing to drive to your duty station?

It is a good idea to think about what your family situation will be in a year or two.  Will you have additional children?  Or, will your children be “leaving the nest”?  These factors can make a difference as to where you will choose to live, and how much room you will need.
Step 2 Determining Your Price Range

The amount of rent you should pay each month is usually not more than 7 percent to 33 1/3 percent of your gross monthly income or an average of 25 percent. The 25 percent income formula determines the maximum rent the average person should be comfortable paying.  Only you know what other expenses you have and the amount of monthly rent for you to comfortably pay.  Some other considerations to take into account include:

· Utilities – always ask if any utilities are included in the rent.  Sometimes this is the case.  If not, your budget can be adversely impacted.

· Apartment Insurance – a renter’s policy is recommended for your rental apartment, condominium or house rental in a new area.  Your annual premium will depend on location, type and size of unit, and especially on the value of furnishings and your personal possessions.  For more specific information, contact your insurance agent.

· Amenities – If you are interested in amenities such as a garage, fireplace, recreational facilities and central air conditioning, you will find them more consistently available in the middle and upper priced luxury rental and condominium complexes.

Here is a Sample Rental Calculation (Use Worksheet B to determine your rental range)
Employee Annual Gross Income

$28,000


Spouse Annual Gross Income 

+$ 0

Other (Verifiable Income)


+$ 0

Total Annual Gross Income


$28,000 divided by 12

Monthly Gross Income 


$2,333 times 25 percent
Maximum Rent




$583.25

Step 3 Conducting a Housing Search

The right apartment for you will meet all (or most) of the particular personal and financial requirements which you have established.  Some of your requirements may not be easily noticed when viewing an apartment.  Requirements that often require further investigation might be:

· Exterior doors -- make sure the doors are well built and locks work.

· Check the windows and screens and make sure the locks function.

· Check the white noise and make sure the noise from the neighborhood or within the unit will not keep you up at night.  Remember to listen to those air conditioners and heaters.

· Examine for signs of water damage.  Look up at the ceilings and down at the floors.

· Test the appliances and all faucets.  See how long it takes to get hot water and let hot water run until it is cold again.  Water pressure is important too.

· Test your cell phones to see if they work inside all rooms.

· Look for signs of rodents especially in upper cabinets and the back of cabinets.

· Look for the cable/Internet hookups and see if they are in convenient places for your furniture and needs.

· Check smoke detectors to ensure they are working and locate the fire extinguishers in big buildings.

Speak to tenants on the premises or in the parking areas.  Ask if there are any problems with the building, in the complex or with the management.  Find out how responsive the landlord is to requests for maintenance, complaints about neighbors who are noisy or inconsiderate.  Ask about heat and hot water.  Ask about pest problems.  If the boiler breaks down frequently or the building has insects or mice, you can be sure the tenant will tell you.  He/she has no vested interest in the property.  Often a second visit to the premises is advisable, either in the evening hours when people are returning home from work, or on the weekend when children are not in school.

To help you give full consideration to every apartment on your itinerary, an Apartment Hunting Worksheet is included in this workshop, Worksheet C.  Make a number of copies and take notes for each apartment you visit.  This will be very helpful at the end of the day in remembering and separating each apartment.  It is advisable to then check your Apartment Hunting Worksheet against your wish list and priority list to see which apartments meet most of your needs.  Using these tools will help ease your decision-making. 

Tips on How to Look for an Apartment

· Choose location/area(s) first, remembering your requirements and priorities.

· Openly discuss your likes and dislikes with your family about each apartment you see.

· Ask questions.  Nothing which concerns you is too insignificant.  If you want to know then ask.

· Take notes.  Short comments about your impressions will help you remember each apartment.

· Take pictures.  This is one way to share the apartment hunting trip with household members who couldn’t come on the trip.

· Decision making technique:  Look at one apartment; look at the next and decide which you like the best, then eliminate the other.  Look at a 3rd apartment and compare it to your choice between apartments 1 and 2.  Choose the one you like best and eliminate the other.  See a 4th apartment and repeat the same process.  You are only comparing two apartments at a time when you use this method.
· Continually review your Apartment Hunting Worksheet against your priority list.

Step 4 The Leasing Process

Introduction

Once you have selected your new residence, you will have to sign a lease.  A lease is a legally binding document, designed to protect your rights and spell out responsibilities for you and your landlord.  If you have thoroughly checked the apartment or home you will be renting you should already know what repairs may be needed.  You should also know what services will be included in the rent—water, heat, utilities, etc. – and who you should contact for any arrangement and be aware of your rights as a tenant. 
Leasing Process
Step 1:  Fill out application

Step 2:  Pay application fee

Step 3:  Application approved

Step 4:  Negotiate and review terms of the lease

Step 5:  Walk through and give landlord damage list (see Worksheet E for a sample list)
Step 6:  Sign Lease (pay security deposit, first month’s rent and rental agent’s fee, if applicable)

Remember a lease is a written, dated legal contact between landlord and tenant.  The provisions specify the terms of the rental and the rights and responsibilities of both tenant and landlord.

Application for Lease

Before you actually receive your lease you will go through several steps in the renting process:

·  You will have to make a formal application to rent.  The application process protects the renter’s or owner’s right to choose a qualified tenant.  You will need a valid ID, form of payment and your references if you have them to provide with your application.

· You will pay a non-refundable fee which covers the processing of this application and the credit search that the manager or landlord will conduct.  The landlord or leasing company will check credit references, banking references, your employer, and your current landlord.  During this process, make sure that you and the building manager develop a written list of any repairs to be made.  This will be attached to your lease and will protect you from the possibility of new management refusing to make changes you assumed would be made.  In some locations there is a military waiver program for the application fee.  Check with your housing office to see if this is applicable.
· Once your application is accepted, another deposit is usually required.  This will be put toward your security deposit or your other non-refundable fees, such as a cleaning deposit or administrative fee.  Again, a military waiver program might exist in your area.

Normal Lease Provisions

Your lease should provide full particulars regarding the following items:

· Description of the apartment

· Duration of the lease

· Identity of landlord and tenant(s)

· Due date for rent

· Amount of rent 
· Late charges if rent is past due

· Prohibition against commercial use

· Security deposit

Illegal Lease Provisions

Though most landlords are fair and abide by the law, there may be some who will try to take unfair advantage of a tenant.  Consequently, some leases may contain provisions which are generally unlawful.  The following are some examples:

· A provision which forces you to agree to accept blame in any future dispute with your landlord, i.e. that you pay landlord’s legal fees in any court action.

· A provision permitting the landlord to assume possession of your personal property or change your locks and prohibit you entry to your apartment for lack of payment of rent.

· A provision freeing the landlord from responsibility for negligence in causing you or your guest’s injury.

· A provision permitting the landlord to force you to continue paying rent for a dwelling gutted by fire, tornado or other disaster.

· A provision permitting retaliation against you by eviction, shutting off water, padlocking doors, turning off heat or other “harassment” for such things as complaints to proper authorities regarding housing code violations, organizing tenants’ associations, or making “Do-It-Yourself” repairs.
Federal and local laws make it illegal to prohibit children except in studio/efficiency and one bedroom apartments, and in owner-occupied 2 to 3 family dwellings.  Landlords can have specific prohibitions against members of opposite sexes sharing a bedroom.

Landlords are not required to permit pets, so it follows that most landlords do not allow pets.  Of those few who do, there may be an additional pet charge or a requirement that the pet only be a cat or dog not weighing over 15 pounds.

Additional Considerations

The following should be addressed in a lease and if these topics are not addressed you should add them in before signing: 

· Subletting

· Maintenance responsibilities

· Notice requirements when terminating the lease

· Landlord’s rules and regulations

· Tenant’s rights and responsibilities

· Paying for utilities

· Landlord’s right to access

· Transfer clause

· Waterbeds

· Laundry and recreational facilities

· Parking facilities and cost

· Other amenities and cost

· Children or pets

· Military Clause

Before You Sign Your Lease

Read your lease carefully before signing and have any illegal clauses struck from the lease.  Otherwise, even though these unlawful clauses may not be binding, you will be forced to go to court to preserve your rights.  Any landlord who offers a lease containing illegal clauses and refuses to strike them when asked may not be someone from whom you wish to rent an apartment.

Since members of the military are often faced with short-notice, mandatory moves, you want to include a common “military clause” in your lease.  This clause protects you from incurring penalties (such as losing all or some of your security deposit) if you have to cancel the lease prior to its expiration. A copy of the military clause can be found in Worksheet D.

To further protect yourself and to make sure that everything you have discussed is contained in this legal document, have a copy of the lease reviewed by the legal office on your installation before you sign it.  You can find the legal office through MilitaryINSTALLATIONS, select Legal Office from programs and services and select your installation.

Security Deposit

In the military, especially in high cost areas, installations may have negotiated military waiver programs that can impact the amount of your security deposit or even if you need a security deposit.  Often utility security deposits are waived.  When you sign the lease you will be asked for a security deposit.  

Find out the exact amount of deposit you are required to make and the exact purposes for which the deposit will be used.  Check your lease to see if you are required to rent the dwelling for a specified period of time before it will be refunded.  See if the lease contains any provisions, reservations or conditions affecting refunds of deposit. Local laws may regulate how much you can be charged and how a deposit is held by the landlord and how it is to be refunded to the tenant.

To insure return of the security deposit:

· Complete a damage list of the condition of the unit BEFORE moving in, which is reviewed and signed by tenant and landlord or rental manager.  Ask the landlord/agent to do a walk-through with you. (Worksheet E).
· All rental payments should be made on time.

· Give landlord proper and legal written notice in advance before moving out.

· All damages caused by tenant should be repaired before vacating.

· Apartment should be reasonably clean upon vacating.

· Notify landlord in writing of your forwarding address.

If the landlord fails to return the security deposit plus interest within the legal time limit or if there is a disagreement regarding damages try to resolve dispute through direct negotiation with landlord.  Ask for payment in writing and keep a copy.  Send the letter by registered mail.  If there is still no response, take your paperwork into your legal office to see if they can provide you any assistance or you may need to find private legal advice.
Tenant Protection and Fair Housing Rights

Federal law, as well as state laws, make it illegal for a landlord to deny housing on the basis of race, creed, color, religion, sex, national origin, ancestry, physical disability, age (18 and up) or marital status.  These are known as discrimination laws. To help you recognize efforts to deny you housing opportunities, you should watch for the following:

· You are told the unit you wish to rent is not available when it really is.
· You are offered different rental terms or conditions than someone else.
· You are being directed to rent in a particular neighborhood or facility in order to keep people of your particular race, color, religion, sex or national origin from obtaining a unit in certain neighborhoods or facilities.

This law applies to all multi-family dwellings except a building of four or fewer units where the owner is actually residing in the same complex.  Also excluded are associations that rent exclusively to one sex, such as the YMCA, and housing specifically for the elderly.

If you believe you have experienced discrimination visit your installation housing office, your legal office or you can call HUD’s toll free number 1-800-569-4287 or contact your regional HUD Office.

Tenant Entitlement

· Landlord may not enter your apartment without your permission except in times of genuine emergencies.  Otherwise, landlord must give reasonable advance notice and come at reasonable hours and/or your convenience.

· “Peaceful Enjoyment” of your apartment.  You are protected against harassment and unreasonable disturbances.

· A clean, decent apartment upon move in.
· Clean and safe common areas.
· A kitchen sink, toilet, tub or shower.
· All apartment and building appliances and facilities in good and safe working order, i.e. plumbing, elevators, heating and electrical.
· Repairs made within a reasonable time.
· Appropriate receptacles for removal of trash provided by landlord.
· Security, i.e. properly working locks, good lighting outside and in hallways, all public areas.
· Rent charged not in excess of any legal limits.
· Running water, reasonable amounts of hot water at all times.  Where heat is provided for, controlled and paid by the landlord, reasonable heat, usually between October 1 and May 1.

· Maintenance of 68 degrees from 6:00 a.m. to 10:00 p.m. and 55 degrees from 10:00 p.m. to 6:00 a.m. is required by most local laws.

Landlord Entitlement

· Rent paid on time.
· Tenant gives permission to landlord to enter apartment at reasonable times to make repairs, improvements or show apartment to prospective tenants, building purchasers, lenders, workmen or contractors.
· Landlord has the right to evict tenant through proper legal channels for:

· Non-payment of rent

· Continued disorderly contact

· Destruction, damage and injury to premises willfully or through gross negligence

· Substantial violation of rules and regulations

· Other lease violations

· Tenant keeps apartment clean.
· Tenant (including children and guests) is not a nuisance to other tenants.
· Tenant is responsible for proper trash removal.
· Tenant exterminates if apartment is the only one with a pest problem.
· Tenant notifies landlord and returns key when moving out.
· Tenant notifies landlord when she/he will be away for long periods of time.
· Tenant notifies landlord if repairs are necessary.
· Tenant keeps rules and regulations set by landlord to preserve property and allocate the fair use of joint services and facilities such as laundry, recreation and parking areas.
Tenant-Landlord Relations

To help receive the greatest satisfaction from renting, keep your relationships with your landlord business-like by reporting all problems as they occur even if they are your fault, placing all communications to landlord in writing, and keeping a copy of all your written communications and rent receipts.
If both parties follow the guidelines of the lease there shouldn’t be any disputes.  Overall, the landlord must maintain a clean and safe facility that meets the requirements of the building and housing codes and of the lease.  It is possible that the landlord will have a property manager or superintendent with whom you will deal to maintain these standards.  The landlord, in turn, has the right to evict a tenant who does not follow the terms of the lease.  However, as long as you both understand what your responsibilities are and who should be dealing with whom to accomplish them, you should be happy and comfortable in your new home. 
Additional Protection – Insurance and Security
The building management is not responsible for the loss of your property.  Their insurance covers only the building and appliances they own.  It also covers them if any property or personal injuries are a result of their negligence.  They may not be liable for injury to others on their property if caused by your negligence.  The landlord/owner is usually responsible for providing some degree of security in common areas such as hallways and parking lots.

You will have to make sure that the security in your apartment or the building is adequate for your needs and that you have enough insurance.  You might want to consider a peep hole in the apartment door, a chain lock or a dead bolt lock.

You must also have your own insurance to protect your possessions and yourself from fire, vandalism or theft, malfunctioning heating or air conditioning systems, or natural disasters such as damage due to storms.  You may want to consider an umbrella liability insurance policy to protect you if someone is injured on the rental property due to your negligence.  Personal property and liability insurance commonly called renters insurance can protect you from these potential problems..
When You Move Out

You are responsible for returning the premises to the landlord in good and clean condition.  You will also be responsible for making or paying for repairs for damages that you have caused.  In return, you should receive your security and other deposits.

A Word About Renting a House

Renting a house is an alternative to renting an apartment.  There are, of course, many things to consider before you make a final choice.  It is important to carefully think about your options.

There are several advantages to renting a house.  These include:

· Privacy

· A quieter environment
· More living space, which may be very important if you have a large family

· More storage space

· Convenient parking

· The possibility of “charm”, especially in an older home

The disadvantages of a house rental include:

· An absentee landlord

· Additional costs for utilities, including heat

· Additional costs for yard maintenance

· No protection under fair housing laws to protect the rights of tenants in single-family homes

Determining your Housing Needs and Price Range

Before your home search, it is important to sit down with family members and discuss:

· What you want and need in terms of housing.  Consider space, layout, appliances, storage and parking.

· Be sure to rank your needs.  Also, consider what your family situation might be like in a year or two.  You may, for example, have children “leaving the nest” or “entering the nest”.  If so, your space requirements may change.

· What you want and need in terms of a community.  Think about how close you will need to live to schools, hospitals, shopping centers, and places of worship.

· How much can you comfortably afford?  Most landlords will not want you to spend more than 1/3 of your gross monthly income on rent.  Landlords want to know that you can comfortably make your payments.

Finding a House to Rent

You can usually find a house to rent through these resources:

· Internet

· Local newspaper advertisements

· Rental agencies

· Military networking

Rental agents have listings of available houses.  They know the rental market, and they can pre-screen houses for you.  When you find a place to rent, they can help you negotiate a lease with the landlord.  Agents will charge a fee, but in many parts of the country the landlord pays the fee when it is a house rental.

If you work with a rental agent, be sure to tell him/her if you have a pet(s).  If you do, your choice of rentals may be limited.

When you find a house you would like to rent, it is a good idea to look at it at least twice keeping all of your housing priorities in mind.

Lease Arrangements and Requirements

Landlords usually require a lease, although some can require an agreement.  The difference between a lease and agreement is that a signed lease is a legal contract, a written agreement can also be a legal contract but generally doesn’t have the same protections.  An oral agreement affords the least protection.  Remember to read the lease carefully before you sign it.  The lease or agreement will specify the following:

· The amount of rent and due date

· The length of the lease

· A description of the house

· The landlord’s rules and regulations

· The tenant’s rights and responsibilities

When you sign a lease, you will be asked for a security deposit.  Local laws vary as to how much you can be charged.  Usually the security deposit will be one or two months’ rent.  Find out if your landlord will put this money in an interest bearing account.

Most landlords will offer a “military clause” on a rental agreement or lease in case you are transferred for the convenience of the government.  Military clauses are especially important in leases since they prevent you from having to pay rent until the lease expires even if you must move.  The clause allows you to end the lease with no penalty.  If the landlord doesn’t include this clause in the lease then ask him or her to put this in writing.  If your request is not met and you don’t want to pay a penalty for a short notice move, then shop for another place to rent.  A copy of the Military Clause is included in Worksheet D.

Military clauses are less important on rental agreements since rental agreements are more flexible than leases.  Although they are more expensive than leases, agreements may be better for people who rent temporarily or, like military members, can anticipate another move.

If an agreement must be broken, the usual penalty is loss of the security deposit.  You will not have to pay rent for the entire length of the agreement.  Even so, it is good protection for you to have a military clause attached to your rental agreement.

Rental Assistance Terms

Agreement:  an arrangement between two parties regarding a course of action, i.e. renting the apartment or home.
Amenities: features that are attractive or desirable such as tennis courts, gym, pool etc.

Application Form and Fee: required by many landlords; should be answered honestly and completely.

Cleaning Deposit: a deposit used to cover the costs of cleaning a rental unit; usually non-refundable.

Contract: written or oral agreement between two (or more) parties to do or not do specific things; contracts for a rental period of more than one year should be in writing.

Cooperative Housing: type of real estate ownership; found frequently in large cities; owner has percentage interest in the total building.

Damage Deposit: deposit to cover unreasonable physical damage to the property or economic damage if the landlord is not notified of tenant’s departure within the stated period of time.

Default: failure of a party to perform a duty or fulfill a contractual obligation.

Escalation Clause: statement in lease of rental increase to become effective upon renewal of lease.

Eviction: legal proceedings by a landlord to recover possession of a rental property.

Fair Housing Act: national legislation prohibiting housing discrimination because of race, creed, color, religion, sexual preference, or national origin.

Landlord: owner or lessor of real property.
Lease: a contractual agreement between the owner of real property and a tenant for the possession and use of the premises for a specified period of time in return for payment of rent.

Lease Cancellation Penalty: a fee charged to a tenant in the event that the tenant breaks the lease before the specified time.

Lessee: tenant.
Lessor: landlord.
Maintenance Fees:  an additional cost to cover maintenance of common areas, heating, plumbing and electrical systems; usually in rental in condominium or coop communities.

Oral Agreement: verbal agreement between landlord and tenant.

Pet Deposit:  additional money required by landlord to cover possible damages caused by tenant’s pet(s); usually used to cover professional extermination of premises upon tenant’s departure.

Premises:  land and structures on the land; the property that you are renting.

Real Estate Agent: state licensed salesperson in the employ of a real estate broker.
Real Estate Broker: person employed to act as an intermediary in a real estate transaction; frequently the principal or office manager of a firm; licensed by the state.

Real Property: land, buildings, soil and air space above the land.

Recreation Fees: additional payments that might be required to use community pool, beach, tennis courts, etc.

Rent: periodic payments made by tenant to landlord for the use of real property.

Renter’s Insurance (Tenant’s Insurance): personal property and liability coverage especially designed for renters.

Security Deposit: similar to damage deposit, but tenant might have to live in unit for a specified time period before this becomes refundable.

Sublet: renting from the first or a subsequent tenant under the terms of the original lease.

Utilities: heat, electricity, water, sewer, trash collection; may or may not be included in the rent.

Written Agreement: similar to a lease but shorter with a month-to-month arrangement between landlord and tenant.

Chapter 6
Buying – The Process
Introduction

Home ownership is the American dream.  It has always been difficult for military families to purchase homes and then move every few years because of the uncertainty surrounding real estate and mortgage markets.  Sometimes it is hard to sell the home and if it is kept as a rental property, the military member becomes an absentee landlord.  It takes a special skill set to be an absentee landlord or you need to hire a local person to assume these tasks.  
In good markets when real estate is appreciating and interest rates are low, home sale figures rise, new home construction rises and the tax laws are favorable to families who own homes.  However, when the markets are bad, such as the downturn that began in late 2007, we have declining values; longer sales cycles; higher down payment requirements; fewer mortgages with zero down; tougher underwriting; higher credit scores; more private mortgage insurance; more documentation; increasing foreclosures; tougher rules for jumbo loans with higher interest rates; fewer adjustable mortgages; no interest only programs or negative amortization; and last but not least, problems with people wanting to sell but having no equity in their homes – this is known as a short sale.

This chapter will address the process for home buying beginning with how to select and work with a real estate agent through selection, negotiating a contract, obtaining a mortgage and closing.

Part 1 Selecting and Working with An Agent

It is not necessary to work with a real estate agent to buy a home, but it is very foolish to try to do it alone unless you have an education in buying and selling real estate in the state in which you are trying to purchase.  The agent works for the seller and that can be confusing when buying a home. The seller hires an agent to find a buyer for the home on the seller’s terms and conditions.  A buyer can hire their own agent to find them a home to buy and negotiate based on the buyer’s terms and conditions.  In some states an agent can represent both the buyer and the seller.  In many states an agent cannot represent both buyer and seller.

Types of Agents

Realtor®: A member of the National Association of Realtors, a state Realtor’s association, and a local board of Realtors.  Realtors may access the Multiple Listing Service (MLS), a local database of homes for sale that is unavailable to most non-Realtors.  Realtors are bound by the Realtor’s Code of Ethics.
Real Estate Broker: Person employed to act as an intermediary in a real estate transaction; frequently the principal or office manager of a firm; licensed by the state. 

Real Estate Agent: State licensed sales person in the employ of a real estate broker.

Qualifications

When selecting a real estate agent you need to first check their credentials and make sure that they are licensed.  Ask about their experience and references.  Find out if they work as a team and who they report to at their agency.  Ask about relationships with mortgage lenders and home repair providers.  Above all you need to feel that you can trust this person.  Remember, they are not getting paid for their time and will only be compensated if you buy a house. 

Tips for selecting a Realtor in an unfamiliar area:

· Check the Realtor referral databases, if available. The Internet has great sources for this information. They are too numerous to mention but the National Association of Realtors (http://www.Realtor.com) is always a good place to begin.

· Get an education and information from the installation Housing Referral Office or the Relocation Program in the Family Center.

· Word of mouth from your sponsor or new co-workers may be helpful.

To select a company, use the following criteria:

· Does the company have a full-time, salaried, Relocation Director who counsels the transferees, sends information, and assigns agents, or has a dedicated staff that does so?

· How does the company assign agents - do they actually "match" you with an agent who is an expert in homes in your price/lifestyle range, who has similar interests, etc?

· If you are unsatisfied with the agent assigned for any reason, will the Relocation Director reassign a different agent?

· Does the Real Estate firm have a website and toll free number for you to keep in touch?

· Will the company provide a custom relocation packet and links to video?

· Does the real estate company belong to the Employee Relocation Council and the local Multiple Listing Service?

· How long has the company been in business? What is their market share?

Working with the agent:

· It is extremely important to tell him or her everything you want and need in a house.

· Discuss your financial situation because you want to make sure you are shopping for housing in the right price range.

Your agent will be spending time helping you to locate your new home, and if you are comfortable with the agent it is wise to stick with that person until you have successfully purchased your home.

Part 2 Buying a House
HUD has a brochure entitled Home Economics which provides a wealth of resources for anyone looking to purchase a home.  HUD has five key steps to home ownership:

Organize:  Set a goal to save a certain amount of money each month then stick to it.

Watch Spending and Savings: prioritize your family’s spending needs so that saving becomes second nature.

Negotiate: communicate early and often with companies or banks you owe money to so that you can work out problems before they grow larger.

Elevate your credit score: know your credit score and what it means to banks and credit card companies and your future.

Read, and understand, the fine print: consider all the options, educate yourself, and be informed before you sign on the dotted line.

Timing

Finding a home to purchase is a laborious process and depends on market conditions.  Closing takes a minimum of 30 days and if any changes are made to the terms and conditions the clock starts over.  However, you and the seller will have to agree on an occupancy date and you need to allow plenty of time to secure your mortgage.  

Financial Planning for Home Purchase

Naturally, the more money you can save, the better your purchasing position.  But even if you can’t build a nest egg before you purchase, you can take some important steps:

· Stop all credit spending.
· Work to reduce your installment debt.
· Make sure you pay all your bills on time every month.
If you think you may have a poor credit rating, discuss it with the personal financial management counselor at your Family Center, with a counselor at Military OneSource, or your Realtor as you go through the home search process.  Do not wait until you are ready to apply for your mortgage.  Most minor credit problems can be resolved if they are tackled quickly and honestly.

Sizing Up Your Options

Your housing options will be dictated by what you can afford and by what is available in the local real estate market when and where you are looking.

In some areas you will find condominiums and townhomes, while in other areas the market consists mostly of single family homes.  If you buy a house, you will usually have more space and privacy and a yard, and you will be responsible for taking care of it.

If you buy a condominium, you give up some privacy but you also give up the job of taking care of the yard and the outside of your property.  In a condominium you are responsible for the interior space.  However, you will have a condominium fee every month which will go toward the exterior maintenance and upkeep of the grounds.

No matter what your preference, you should remember that as a member of the military, you are subject to involuntary moves.  A primary consideration in any home you select should be how easy it will be to sell or rent when you move again.  While it is impossible to forecast local economic conditions which might affect the resale of your home you can minimize the risk of not being able to sell when you want by selecting a “typical” home in a good location.

Steps of the Home Buying Process 
Step 1: Determine Price Range.  There are a few online tools to help determine the amount of mortgage you can afford.  These tools are available on the Realtor.com website and the Fannie Mae website.  Use these tools to help determine the amount you can afford to pay for a down payment, remember some states require property taxes to be escrowed and rolled into the mortgage.  Also consider getting pre-qualified for a certain mortgage amount.

Step 2: Determine Priorities.  Use the Buying a Home Needs vs. Wants handout (Worksheet F).

Step 3: Visit the area and see homes.  Remember to bring the Home Buying Worksheet with you, a new one for each house you visit (Worksheet G).

Some tips:

· Ask questions about property taxes, schools, transportation and other community related issues.
· Ask for copies of the listings on all the properties you are scheduled to see.
· Take notes.
· Compare homes you see; eliminate the ones that don’t meet your requirements.
· Share your reactions with your Realtor while you are looking.  This will help the Realtor find the right house for you.

· If you are uncomfortable with the Realtor or any advice they provide, get a second opinion.

Step 4: Decide on a home and make an offer

What you need in a house depends on:
· The size, the age, and activities of your family.
· The amount you have available for a down payment.
· The amount of mortgage you can qualify for.
· What's available in the local real estate market.
Step 5:  Negotiation and Agreement

Step 6:  Contract Finalized 

Select Home, Make Offer, Negotiate and SIGN the Contract. Your offer should include:
· Price (based on current market analysis).
· Closing date.
· Contingencies.
· Inspections (termite and engineering) and closing costs (what the buyer will pay and what the seller will pay).
· Personal property conveyed with sale (draperies, washer and dryer, etc.).
Your Realtor will present your offer, with a check from you to show your sincerity (earnest money) to begin the process.  When you and the seller have come to terms and have both signed you have a legally binding contract.  In many states, the offer to purchase and the contract are the same piece of paper.

Step 7: Fulfill Contingencies

Step 8: Closing

The process:
The real estate closing is held at the Realtor’s office, at a title company, or at an attorney’s office depending on the state or area.  At closing the title to the property will be passed from the seller to you (the buyer).  An attorney or title company representative, all buyers, listing and selling brokers will be present.  The home seller should provide all warranties on equipment and any instructions on equipment maintenance or operation.

By the closing date the attorney will have searched the title of the property, provided title insurance and obtained old and new lender instructions and resolved any problems.

· All conditions fulfilled, contingencies removed.
· Title to the property will be passed from the seller to you, the buyer.
· You sign deed of trust/mortgage; note - VA, FHA, lender forms; settlement sheets.
· Pay balance of down payment and closing costs with cashier/certified check.
· Pay Costs.  Costs vary depending on type of mortgage, but may include: financing costs discount points, mortgage insurance premium, VA funding fee; escrows, title search and insurance; transfer taxes and recording fees; appraisal and credit report; homeowner's insurance; real estate taxes; prepaid interest; survey; termite inspection; other customary or lender-required fees.
· You can negotiate for the seller to pay any or all of the above costs.
Step 9: Move In

Part 3 Mortgages Demystified

Types of Mortgages

There are six common types of mortgage loans: conventional fixed rate, non-conventional fixed rate, adjustable rate mortgages (ARM), FHA, VA, and home equity or line of credit loans. The National Association of Realtors is a good place to start to learn about the types of mortgages as well as the Veterans Administration  and Fannie Mae.

Conventional fixed rate - A type of mortgage in which the underlying terms and conditions meet the funding criteria of Fannie Mae and Freddie Mac, loans up to a set maximum amount.  See the table below for the current Fannie Mae rates.  The Fannie Mae website is the best place for current information.  Conventional fixed rate loans are the most popular type of loan, especially when interest rates are down. They are popular because the interest rate and monthly payment amount never change over the life of the loan. It is easy to calculate the monthly payment amount; there are only three pieces of data needed to perform the calculation: loan amount, term (length of loan) and interest rate. 
Note that the loan limits in the following chart apply based on the original loan amount, rather than the unpaid principal balance (UPB) at the time of delivery to Fannie Mae. The loan amounts in 2011 remain unchanged from 2010.
	
	Maximum Original Principal Balance for 2011

	Units
	Contiguous States, District of Columbia, and Puerto Rico
	Alaska, Guam, Hawaii, and the U.S. Virgin Islands

	
	General
	High-Cost*
	General
	High-Cost*

	1
	$417,000
	$729,750
	$625,500
	$938,250

	2
	$533,850
	$934,200
	$800,775
	$1,201,150

	3
	$645,300
	$1,129,250
	$967,950
	$1,451,925

	4
	$801,950
	$1,403,400
	$1,202,925
	$1,804,375


* High-cost area loan limits vary by geographic area; values in table are maximum amounts permitted across all high-cost areas.  For loans originated on or before September 30, 2011, the "temporary" high-cost area loan limits will apply and will be the same as the 2010 high-cost area loan limits in the table above, up to a maximum of $729,750 for a 1-unit property in the continental U.S. Loans originated on or after October 1, 2011, will use the "permanent" high-cost area loan limits established by FHFA under a formula of 115% of the 2010 median home price, up to a maximum of $625,500 for a 1-unit property in the continental U.S .Use the resources below to determine limits by location and loan origination date.  Source Fannie Mae website.
When to use it:  if you want the security of stable payments for as long as you live in the property and you can afford the higher initial rate.

Non-conventional fixed rate - Loans above the set maximum amount listed above. 

Adjustable rate mortgages (ARM) - is a mortgage loan where the interest rate on the note is periodically adjusted based on a variety of indices. Interest rate fluctuates as the market rate changes. If rates decline, the borrower's rate also declines. If rates increase, the borrower's rate increases. Most adjustable rate mortgages have three common elements: adjustment period, adjustment factors, and limits on adjustments. Some loans are at a fixed rate for a specific period of time, and then either must be refinanced or become adjustable for the life of the loan.
When to use it: if you need the benefit of the lower rate to qualify for the loan; if you expect your income to increase each year as the payments increase; and/or if you plan to live in this property for only a few years.  An ARM is a good alternative to the fixed rate loan when interest rates are high.
FHA loans - The primary goal of the FHA is to help low and middle income people buy homes. Because the FHA loan is backed by the full faith and credit of the U.S. government and insures the loan, lenders are willing to make loans with smaller down payments than normally required.  There are several types of FHA Loan programs:
· FHA Loan: Adjustable Rate The FHA adjustable rate mortgage is a HUD mortgage specifically designed for low and moderate-income families who are trying to make the transition into home ownership.

· FHA Loan: Fixed Rate An FHA loan benefits those who would like to purchase a home but haven't been able to put money away for the purchase, like recent college graduates, newlyweds, or people who are still trying to complete their education.

· Energy Efficient Mortgage The FHA Energy Efficient Mortgage program (EEM) helps current or potential homeowners significantly lower their monthly utility bills. It allows them to incorporate the cost of energy efficient improvements into their new FHA home loan or FHA refinancing loan.

· Graduated Payment Mortgage Graduated Payment Mortgages are FHA loans for homebuyers who currently have low to moderate incomes but expect them to increase substantially over the next 5 to 10 years.

· FHA Loans for Condominium Units FHA Condominium Loans are specifically designed toward those who purchase housing units in a condominium building.

· Growing Equity Mortgages FHA Section 245(a) allows those who currently have a limited income, but expect that their monthly earnings will increase, to purchase a home with the help of a Growing Equity Mortgage in which payments start small and increase gradually over time.

Each of the above FHA Mortgage programs has unique benefits and should be investigated to determine your eligibility for an FHA mortgage. Source: FHA website.
VA loans - After World War II, the U.S. Government created the Veteran's Administration loan program to help people who have served in the military buy homes. The program is still in place today, helping veterans buy homes with little or NO down payment required. The basic VA entitlement is $36,000. For loans in excess of $144,000 to purchase or construct a home, additional entitlement up to an amount equal to 25 percent of the VA county loan limit for a single family home may be available. VA county loan limits, which can change yearly, are available on the VA website.  The loan limits are the amount a qualified veteran with full entitlement may be able to borrow without making a down payment.  
There are many benefits of a VA Home loan:
· Equal opportunity. 

· No down payment (unless required by the lender or the purchase price is more than the reasonable value of the property). 

· Buyer informed of reasonable value. 

· Negotiable interest rate. 

· Ability to finance the VA funding fee (plus reduced funding fees with a down payment of at least 5% and exemption for veterans receiving VA compensation). 

· Closing costs are comparable with other financing types (and may be lower). 

· No mortgage insurance premiums. 

· An assumable mortgage. 

· Right to prepay without penalty. 

· For homes inspected by VA during construction, a warranty from builder and assistance from VA to obtain cooperation of builder. 

· VA assistance to veteran borrowers in default due to temporary financial difficulty. 

Home Equity Line of Credit or Loan - A home equity loan is secured by a second mortgage on the borrowers' principal residence. It is generally used for debt consolidations, home improvement, education, car purchases and/or for a down payment. Lenders offer two types of home equity loans: Home Equity Lines of Credit and Fixed Rate Second Mortgage Loans.  One should consider carefully before taking a line of credit or a second mortgage as this severely limits future purchasing power.
Questions to Ask any Prospective Lender
· Am I able to view your rates/programs online?

· How many different loan programs do you provide?

· Do you provide loans to borrowers of all credit status?

· Are you able to provide FHA and/or VA loans?

· Do you offer special loan programs specific to my situation or geographic area?

· In what states are you licensed to provide loans?

· How quickly can I be qualified and approved for the loan in which I'm interested?

· What will the overall costs associated with my loan closing be?

· What are the fees specific to you the lender?

· Do you require escrows for insurance, taxes?

· Do you offer online bill pay and account information?

· Have you ever sold the servicing of your loans?

Qualification Process

There is nothing more important in the purchase of a home than getting a mortgage that is right for you.  The many kinds of mortgages available today might make this process seem confusing but careful evaluation of your own situation can help to simplify the process.

Identify your current monthly expenses:

· Car payments

· Child care costs

· Charge card minimum payments

· Installment loan payments

· Alimony or child support

Identify your current monthly income:

· Base salary

· Variable housing allowance

· Alimony or child support

· Income from other sources (BAH, hazard duty pay, special pay, etc.)

Discuss your situation with your financial counselor and the Realtor you are working with.  They can help you determine your maximum mortgage amount and the maximum amount you will want to spend for a home.

Shopping for A Mortgage

You will want to deal with a reputable lender who offers a good variety of programs that are competitively priced.  If you want to go VA or FHA you will probably choose a mortgage bank or brokerage company.  If you go conventional you may select a commercial or savings bank.

Your Realtor is likely to know the local lenders as well as the housing market and can be depended on for guidance in finding the right mortgage source.  

The RESPA Reform (discussed below) for closing your loan is designed to help consumers shop for the best loan which in turn leads to more competition and lower prices.  The new regulations also make it easier for the consumer to understand the key final terms of the loan so there are no surprises.

Loan Application

When you apply for a loan, here is how it actually works:

You will:

· Apply for mortgage - include information about spouse or other co-borrower.
· Sign forms allowing the lender to check your finances.
· Complete an application form  providing account numbers and addresses for all bank accounts, all charge accounts, all credit cards and any loans you may have.

· Pay an application or origination fee (to cover the costs of the lender’s appraisal of your new property, the credit report and the application processing).

Your lender will:

· Check your finances and credit history including employment, bank accounts and payment record in your current house or apartment.
· Process application.
· Provide you with a mortgage commitment.
Loan Closing

Once you have received the mortgage commitment, and all other contract requirements have been met, you can close on your new home.  The rules are changing and the best place to find the latest information is on the HUD home page that discusses real estate regulations and consumer protections, better known as the Real Estate Settlement Procedures Act (RESPA).  Every real estate transaction closed for the past 60 years has had a form called the HUD 1.  This is the closing statement.  It tells you what the seller and buyer are paying for and the costs associated with the mortgage.  The HUD 1 can be found on the HUD website and in (Worksheet H) which indicate changes made to the HUD and the Good Faith Estimate as part of the housing crisis.
Following is a summary of the new rules for closing as they pertain to consumers.
For the first time ever, HUD will require mortgage lenders and brokers to provide borrowers with an easy-to-read standard Good Faith Estimate (GFE) (Worksheet H) that will clearly answer the key questions the buyer has when applying for a mortgage, including:

· What's the term of the loan?

· Is the interest rate fixed or can it change?

· Is there a pre-payment penalty should the borrower choose to refinance at a later date?

· Is there a balloon payment?

· What are total closing costs? 

HUD estimates that by improving upfront disclosures on the GFE, and limiting the amount estimated charges can change, consumers will save nearly $700 in total closing costs. 

The new HUD-1 Settlement Statement allows consumers to easily compare their final closing costs and loan terms with those listed on the GFE. 

HUD's new Good Faith Estimate has been reduced from four to three pages; including an instructional page to help borrowers better understand their loan offer. In addition, the GFE will consolidate closing costs into major categories to prevent junk fees and display total estimated settlement charges prominently on the first page so the consumer can easily compare loan offers. HUD will specify the closing costs that can and cannot change at settlement. If a fee changes, HUD will limit the amount it can change. 

To help borrowers compare their Good Faith Estimate with their HUD-1 Settlement Statement, each designated line on the final HUD-1 will now include a reference to the relevant line from the GFE. Borrowers will now be able to easily compare their estimated and actual costs in the same manner.

HUD will require lender payments to mortgage brokers (often called Yield Spread Premiums) to be disclosed in a more meaningful way. These payments are directly dependent on the interest rates that consumers agree on.  To ensure that HUD's new requirement will not create a consumer bias against brokers, HUD did rigorous consumer testing and found the new Good Faith Estimate helped consumers to select the lowest cost loan nine-out-of-ten times, regardless of whether the loan was originated by a lender or a broker. 

Loan originators will be required to provide borrowers their Good Faith Estimate three days after the loan originator's receipt of all necessary information. To facilitate shopping, loan originators could not require verification of GFE information (tax returns etc.) until after the applicant makes the decision to proceed. 

HUD will allow lenders and settlement service providers to correct potential violations of RESPA's new disclosure and tolerance requirements. Lenders and settlement service providers will now have 30 days from the date of closing to correct errors or violations and repay consumers any overcharges. 
Tips on Resolving Mortgage Problems
The following are a few officially sanctioned government resources available to provide assistance and answer questions about mortgage payments and problems.  These resources are reliable sources of information when you have mortgage, foreclosure or other home selling or buying questions. 

Helpful Programs 
HOMEOWNERS ASSISTANCE PROGRAM (HAP) run by the Corps of Engineers is available to eligible service members and federal civilian, including non-appropriated fund, employees. The program is authorized by law, and administered by the US Army Corps of Engineers (USACE) to assist eligible homeowners who face financial loss when selling their primary residence homes in areas where real estate values have declined because of a base closure or realignment announcement.  The HAP was temporarily expanded as part of the America Recovery and Reinvestment Act, 2009 to assist service members and DoD employees who are wounded, injured or become ill when deployed, surviving spouses of service members or DoD employees killed or died of wounds while deployed, service member and civilian employees assigned to BRAC 05 organizations, and service members required to permanently relocate during the home mortgage crisis.  For eligible applicants, the Government may:

1. Reimburse you for part of your loss from selling your home. 

2. Assist you, if you do not have funds from the sale of your home, to pay-off your mortgage. 

3. Purchase your home by paying off the mortgage. 

4. Help if you default on your mortgage.
Please note that the en PCS benefit is only for individuals who receive orders between 1 February 2006 and 30 September 2010.  Homeowners’ Assistance Program details can be found on the Department of Defense Homeowners’ Assistance Program home page.  
VETERANS ADMINISTRATION has historically provided low interest rate loans to service members.  Information on VA loans can be found on the VA Loan Guarantee Home Loan Program home page.  VA may be able to assist in arranging a repayment plan or other alternative to foreclosure.  VA offers home loan counseling through its nine Regional Loan Centers (RLCs).  Call toll-free, 800-827-l000, to request a call back from a Loan Service Representative or visit the VA website for a list of the VA Regional Loan Centers. 
HOPE FOR HOMEOWNERS A provision of the Housing and Economic Recovery Act of 2008, is a refinance program for distressed borrowers.  If eligible – and if lender agrees – borrower may qualify for a partial write-down of their mortgage debt and a new 30-year fixed-rate loan for up to 90 percent of current appraised value.  Hope for Homeowners is run by the Federal Housing Authority. 
Under this authority there are two primary programs, HAMP and HARP both found on the Making Home Affordable home page.

1. Home Affordable Modification Program (HAMP) - For customers who are currently delinquent or struggling to keep current on their mortgage.  Guidelines allow eligible customers who have experienced a financial hardship – and are in default on their loan or facing an imminent default – the opportunity to explore a restructure of their loan terms. 
2. Home Affordable Refinance Program (HARP) - For customers who are current on their mortgage and whose mortgage is owned by Fannie Mae or Freddie Mac and if the bank or mortgage companies agree. Guidelines allow a maximum loan to value of up to 125%, allowing customers an opportunity to take advantage of today’s lower interest rates even if their home value has declined to a point that may make them ineligible for a standard refinance. 

HOPE NOW ALLIANCE integrates servicers, non-profit counselors and investors to foster an environment that promotes creative solutions to help consumers keep their homes; it aggregates and reports results for servicers involved in this effort.  Free help is provided from HOPE NOW, 888-995-HOPE.  Contact HUD for a reference to a HUD approved housing counselor or call 800-569-4287.  For the hearing impaired call 800-877-8339.  
Preventing foreclosure is in the best interest of service families, communities and the economy. Lenders are more willing to work with customers than ever before but it is still very difficult to navigate the process. Here are some options:

Refinance - New loan on the property with no change in ownership to pay off the existing loan. 

Repayment Plan - Distribute delinquent payments over a period of time, usually no more than 12 months. Monthly amount is usually added to mortgage payment.

Modification - Changes one or more terms of the mortgage including term extensions, rate adjustments and/or principal forgiveness, where allowed.

Short Sale - Enables customer to sell home and use proceeds to pay mortgage – even if total proceeds are less than amount owed on the mortgage. 

Deed In Lieu - Allows customer to transfer property to the Mortgage Company, as a servicer, if customer cannot sell home at market value. 

Forbearance - Partial or full suspension of monthly payment for a period of time.  Due to the long-term implications on customer credit, this should be used only in severe hardship cases.  
Home Buyers Terms
Acre: a measure of land equaling 4,840 square yards or 43,560 square feet.
Amortization: the reduction of a debt by means of regular payments of principal and interest on a set schedule (usually once a month for an agreed-upon number of years).
Appraisal: an estimate of quantity, quality or value of real property.

Appurtenance:  anything added to the property so that it becomes an inherent part of and goes with the property when it is sold (i.e. a garage).
Assessed Value or Assessment:  the value placed on property by the local government for taxation purposes.
Binder: an agreement to purchase real estate, typically accompanied by an earnest money deposit, as evidence of good faith, on the part of the prospective buyer.
Broker: a licensed person, partnership or corporation that serves as agent to facilitate the sale, lease or exchange of real estate.

Carrying Charges: the various expenditures necessary to maintain a property from month to month (i.e. taxes, insurance, etc.).
Certificate of Title: a written statement of opinion by an attorney or a title company as to the ownership of a house; contains a legal description of both house and land.
Clear Title: a title free of all encumbrances and defects.
Closing Costs: various expenses involved in selling a house, changing title, procuring and processing a mortgage.  All these are paid by the purchaser over and above the price of the house and the lot at the time of closing.
Closing Statement: an accounting of funds paid to or received by the seller and buyer of the property.

Commission: compensation to the real estate broker for selling (or leasing) a property, usually measured as a percentage of the sales price.
Common Property: property owned and used by the public or a group of people who live in an area/community where the house is located.
Condominium: a specific unit which is owned within a multiple-unit complex, plus an undivided interest in the land or other parts of the building in common with other owners.
Contract: a legally enforceable agreement between two or more parties to do certain things for consideration.
Credit Rating/Credit Score: a rating/number given by a lending institution to a person based upon his and/or her present financial condition, experience and past credit history.
Deed: a written document, signed and delivered, which conveys title to real estate.
Down Payment: initial payment, over and above the mortgage, at the time of purchase.
Earnest Money: advance payment of part of the purchase price to bind a contract for the property.
Encumbrance: a claim, lien, charge or liability attached to, and binding upon, real property which reduces the property’s value but does not prevent conveyance of the title by the owner.

Equity: the value of the interest an owner has in real estate in excess of any loans secured by the property.  When your mortgage is fully paid up, you have 100% equity in your house.

Escrow: money or papers delivered to a third person to hold until all conditions in a contract are fulfilled.
Legal Description: a description recognized by law, which is sufficient to locate and identify the property.
Lien: a charge against the property whereby the property is made security for the payment of a debt.

Listing: an agreement between a property owner and a broker to sell or lease the property.

Market Value: the highest price which a buyer, willing but not compelled to buy, would pay; and the lowest a seller, willing but not compelled to sell, would accept.

Mortgage: an instrument which pledges certain real property as security for payment of a debt.

Point: one percent of the principal amount of the loan.  The lender frequently charges the borrower one or more points at the time of closing as the cost of making the loan.

Restriction: a device in a deed limiting the use of a property.
Survey: the measurement of a piece of land to determine the land’s area.
Title: the sum of all the evidence which constitutes proof of ownership.
Title Insurance: an insurance policy which indemnifies the holder of any loss sustained by a defective title.
Title Search: examining ownership papers on file at the recorder of deeds for liens against the property or defects in the chain of title.  Title search is usually mandatory before a home is sold.

Zoning Ordinance: the regulation of the character and use of property in prescribed areas.
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Worksheet A - Requirements for a New Apartment
Preferred Location:

Urban ____________ Suburban __________ Rural ________________
Desired commuting time:  ___________________

Desired transportation:  Car/Carpool ________Public Transportation_______

Desired proximity to shopping: _____________________

Desired proximity to place of worship: ___________________

Desired proximity to _______________________________________________(other)

Medical Requirements:

Educational Requirements:

School:  ____ Public _____ Private/Parochial

Day Care:  Age(s) of Children ___________________  Center ______ or Home___________

Nursery/Pre-school 

Elementary

Middle/Junior High 

High 

College 

Other 

Recreational Requirements:
Leisure Requirements (organizations/activities):

Other Requirements:

Rental Housing Requirements: (M = Mandatory/P = Preferred)

1. Garden _________  Townhouse ________  Multi-family _________ Single Family _______ Room in private home ____________
2. Number of bedrooms:  ___________________
3. Number of bathrooms:  __________________

4. Number of rooms:  ______________________

5. Children: _____________________________
6. Pets: _________________________________
7. Parking: ______________________________
8. Storage/Closets: ________________________
9. Air Conditioning: _______________________
10. Laundry: ______________________________
11. Swimming pool: ________________________
12. Rent: _________________________________
13. Other requirements (i.e. Jogging, Cable TV, Distance between parking spot and your unit): _______________________________________________________________
Worksheet B - Rental Calculation Worksheet

Employee Annual Gross Income
$__________________+


Spouse Annual Gross Income
$__________________+


Other (verifiable)

$ _________________



Equals

Total Annual Income


$ _________________ divided by 12 equals

Monthly Gross Income

$ _________________ times 25 percent equals

Maximum Rent 


$ _________________

Worksheet C - Apartment Hunting Worksheet

	Rental Contact:

	Phone Number:

	Address: 

	Monthly Rent:

	Lease Term:

	Utilities Provided:

	Parking Area:

	Apartment Number:

	Floor:

	View:

	Exposure:

	Special Services:

	Neighborhood:



	Proximity to Transportation/Shopping:



	School District/Proximity to local schools:



	Building Age/Condition/Windows:



	Air Conditioning:

	Heating:

	Noise:

	Pets Permitted:

	Furnishings/Window Coverings:

	Living Room Size/Daylight/Fireplace:



	Dining Area Size:



	Entry Hall Size/Closets:



	Kitchen Size/Workspace/Appliances/Storage:



	Master Bedroom Size/Closets:



	Additional Bedroom Size/Closets:



	Additional Bedroom Size/Closets:



	Master Bathroom Size/Tub/Shower:



	Additional Bathroom Size/Tub/Shower:



	Other Rooms (Type, description):



	Terrace/Garden/Storage Area:



	Miscellaneous items:



	Overall Impression:



	Tenants’ Comments:




Worksheet D - Military Clause
[image: image1.emf]
Worksheet E - Apartment Pre-Move-In Damage List
	
	Excellent 

Condition
	Good

Condition
	Fair

Condition
	Poor Condition/

Not Working

	Bedrooms
	 
	 
	 
	 

	Living/family room
	 
	 
	 
	 

	Dining area
	 
	 
	 
	 

	Kitchen
	 
	 
	 
	 

	Air conditioning
	 
	 
	 
	 

	Fireplace
	 
	 
	 
	 

	Furnace type
	 
	 
	 
	 

	# of outlets
	 
	 
	 
	 

	Bedroom privacy
	 
	 
	 
	 

	Blinds/curtains
	 
	 
	 
	 

	Cable TV connection
	 
	 
	 
	 

	# phone jacks
	 
	 
	 
	 

	High speed Internet
	 
	 
	 
	 

	Carpet
	 
	 
	 
	 

	Hardwood floors
	 
	 
	 
	 

	Closet space
	 
	 
	 
	 

	Storage
	 
	 
	 
	 

	Furniture
	 
	 
	 
	 

	Light Fixtures
	 
	 
	 
	 

	Natural Light
	 
	 
	 
	 

	Paint/wall condition
	 
	 
	 
	 

	Patio/balcony
	 
	 
	 
	 

	Pets allowed
	 
	 
	 
	 

	Upstairs/downstairs
	 
	 
	 
	 

	View
	 
	 
	 
	 

	Water pressure
	 
	 
	 
	 

	Age of appliances
	 
	 
	 
	 

	Counter space/ drawers
	 
	 
	 
	 

	Dishwasher
	 
	 
	 
	 

	Garbage disposal
	 
	 
	 
	 

	Gas/electric
	 
	 
	 
	 

	Microwave
	 
	 
	 
	 


Worksheet F - Housing: Needs vs. Wants
Use this worksheet to list your “needs” for a house and neighborhood.  You can also list your “wants” (i.e. fireplace, wood floors, community pool, etc.)

Housing Needs




Housing Wants
Neighborhood Needs




Neighborhood Wants
Worksheet G - Home Buying Worksheet
Make multiple copies of this form and take it with you to each property you visit on your house hunting trips.  Your Realtor® may provide you with the Multiple Listing Service (MLS) printout for each home he/she shows you but this worksheet will help you recall and compare each house you visit.  Attach a copy of this worksheet to each listing.

Date: 

General Information:

Address: 


Community: 

Listed Price: ________________________

Taxes: ____________________

HOA Dues_________________________
Additional Fees/Abatements: 

Estimated Utility Costs: 

Lot Size: 

Year Built: __________        Square Feet: __________
Floor Plan: 

Garage (1 car, 2 car, 3 car): 

Rooms:
Total Number: 

Size of Master Bedroom: 

Size of Bedroom #2: 

Size of Bedroom #3: 

Size of Bedroom #4: 

Size of Master Bathroom: 

Size of Bathroom #2: 

Size of Bathroom #3: 

Size of Master Closet: 

Size of Closet #2: 

Size of Closet #3: 

Size of Closet #4: 

Size of Kitchen: 

Size of Family Room: 

Size of Living Room: 

Size of Dining Room: 

Other Rooms:

Interior:

Appliances: 

Closets: 

Attic: 

Basement: 

Ceiling Fans: 

Heating/Air Conditioning (type): 

Security System: 

Utility Room(s): 

Exterior:
Yard: 

Deck/Porch/Patio: 

Foundation/drainage: 

Doors: 

Landscaping/Trees: 

Driveway: 

Roof: 

Gutters: 

Siding Material:

Sprinkler system: 

Windows:

Swimming Pool/Hot Tub:

School Districts:
Elementary: 

Middle School/Junior High School:

High School:

Neighborhood: 
Condition of Neighborhood:

Traffic/Noise:

Power Lines:

County/City Services:

Trash Removal (public/private):

Public Transportation:

Airports:

Police/Fire:

Near Landfill/Dump/Factory/Production Plant:

Proximity to Shopping, Recreation, Schools and Work:


Worksheet H - Good Faith Estimate and HUD – 1
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Your initial interest rate is
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interest, and any mortgage insurance is

Can your interest rate rise?
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Good Faith Estimate Page 2
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Some of these charges
can change at settlement.
See the top of page 3 for
more information.

Sur Adjusted

rigination Charge

Our origination charge
This charge is for getting this loan for you,

2. Your credit or charge (points) for the specifi

interest rate chosen

[ The credit or charge for the interest rate of 19 is included in
“Our origination charge.” (See item 1 abovay
[ You recaive a cradit of $1 Jfor this interest rate of [ 1%.
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[ A [T

3. Required services that we select
These charges are for services we require to complete your sattlement.
Wo will choosa the providars of these sarvices
Service Charge.
I

4. Title services and lender’s title insurance
This charge Includes the services of a title or settiement agent, for
example, and title insurance to protect the lender, if required.

5. Owner’s title insurance
You may purchase an owners title insurance policy to protect your intarest
in the property.

6. Required services that you can shop for
These chareies are for Oiher services that are raquired to complete your
settlement. We can identify providers of thase services or you can shop
for them yourself. Our estimates for providing thess services are below,
Service Charge

7. Government recording charges
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8. Transfer taxes
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9. Initial deposit for your escrow account
This chatga is hal}.g o B acenint o pay e tgeuing charges
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e e

10.Daily interest charges
This charge is for the daily interast on your loan from the day of your
sottlement until the first day of the next month or the first day of your
normal mortgage payment cyde. This amountis St Iper day.
for days (f your settlamert is 15

11.Homeowner's insurance
This chargs is for the insurance you must buy for the property to protect
from a loss, such as fire.

Policy Charge

(1B ][ o charses for Al oiverserment servies
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Good Faith Estimate Instructions 
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· Revised to compare with GFE.

· Categorized - eliminate free proliferation.

· Third party charges listed outside column.

· Added page to HUD-1/1A.

· Highlights key loan terms.
HUD 1 Page 2
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700. Total Real Estate Broker Fees Paid From Paid From

Division of commission (line 700) as follows: Borrower’s Seller’s
Funds at Funds at
701 % i© Settlement Settlement

702. % to
703. Commission paid at settlement
704,

800. ltems Payable in Connection with Loan

801. Our origination charge $ from GFE #1)
from GFE #2)
803. Your adjusted origination charges from GFE A)

(
(
(
804. Appraisal fee to (fror GFE #3)
(
(
(

802. Your credit or charge for the specific interest rate chosen $

805. Credit report to from GFE #3)
from GFE #3)
from GFE #3)

806. Tax service to

807. Flood certification
808,

900. Items Required by Lender to Be Paid in Advance
901. Daily interest charges from t© @$ Jclay (from GFE #10)

902. Mortgage insurance premium  for months to (frorn GFE #3)

903. Homeowner’s insurance for years to (from GFE #11)
904.

1000. Reserves Deposited with Lender

1001, Reserves or escrow (from GFE #9)

1002. Homeowners insurance  months @ $ per month

1003. Mortgage insurance months @ $ per month

1004. Property taxes months @ $ per month
1005. months @ $ per month
1006. months @ $ per month
1007. Aggregate Adjustment -3

| a|a| | e

1100. Title Charges
1101. Title services and required title insurance (frorn GFE #4)

1102. Settlement or closing fee $

1103. Owners title insurance (from GFE #5)

1104. Lenders title insurance premium $

1105. Lenders title policy limit $

1106. Owners title policy limit $

1107. Agents portion of the total title insurance premium

1108. Undenwriter’s portion of the total titls insurance premium $

1200. Government Recording and Transfer Charges

1201. Government recording charges (from GFE #7)
1202. Deed $ Mortgage $ Releases $

1203. Transfer taxes (frorn GFE #8)
1204. City/County tax/stamps Deed § Mortgage $

1205. State tax/stamps Deed § Mortgage $

1206.

1300. Additional Settlement Charges

1301. Required services that you can shop for (from GFE #6)
1302.

1303,

1304.

1306,

1400. Total Settlement Charges (enter on lines 103, Section J and 502, Section K)
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HUD 1 and GFE Comparison Chart

[image: image8.png]Comparison of Good Faith Estimate (GFE) and HUD-1/1A Charges

Good Faith Estimate

HUD-1/1A

Charges That Cannot Increase HUD 1/1A Line Number

Our origination charge # 801
Your credit or charge for the specific interest rate chosen # 802
Your adjusted origination charges # 803
Transfer taxes #1203

Charges That in Total Cannot Increase More Than 10%

Increase between GFE and HUD-1/1A Charges

‘

Total

or

%

Charges That Can Change
Initial deposit for reserves or escrow #1001
Daily interest charges # 901 $ /day
Homeowner’s insurance # 903
#
#
#





· Compares charges listed on GFE & actual charges listed on the HUD-1/1A.

· Identifies tolerance compliance or violation.

· Three Categories:

· Charges that cannot increase

· Sum of charges that cannot increase more than 10%

· Charges that can increase
Comparison Chart Continued

[image: image9.png]Loan Terms

Your initial loan amount is $
Your loan term is years
Your initial interest rate is %
Your initial monthly amount owed for principal, interest, and $ includes
and any mortgage insurance is | Principal
Interest
Mortgage Insurance
Can your interest rate rise? " No.  Nes, itcanrise to amaximumof = %. The first change will be
on and can change again every after

. Every change date, your interest rate can increase or decrease
by %. Over the life of the loan, your interest rate is guaranteed to never be

lowerthan = % or higher than %.

Even if you make your payments on time, can your loan balance rise?

_ No. _Yes, it canrise to a maximum of §

Even if you make your payments on time, can your monthly

amount owed for principal, interest, and mortgage insurance rise?

" No. | Yes, it can rise to a maximum of The earliest it can

reach this amount is

Does your loan have a prepayment penalty?

No. ' Yes, your maximum prepayment penalty is $

Does your loan have a balloon payment?

Total monthly amount owed including escrow account payments

No.  Yes, you have a balloon payment of duein

years on

You do not have a monthly escrow payment for items, such as property

taxes and homeowner’s insurance. You must pay these items directly yourself.

You do have an additional monthly escrow payment of $
That results in a total initial monthly amount owed of $ This includes
principal, interest, and any mortgage insurance, and any items checked below

Property taxes Homeowner's insurance

Flood insurance





· Ensures borrowers that they received loan they applied for.

· Highlights key loan terms.

Worksheet I - Evaluation Form
1.  Was this workshop helpful?

2. What information did you find most helpful?

3.  What information did you find least helpful?
4.  What additional information would you like to have incorporated in future workshops?

5.  Is the workbook helpful?  If not, what would make the workbook more helpful?
6.  Additional comments
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