
HHoommee  BBuuyyeerrss  

GGuuiiddee  22000099  
The Practical Guide to Buying a Home 

By Rita Gibbons and Virginia Hometown Realtors LLC 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

© 2009 Virginia Hometown Realtors LLC.  All rights reserved. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Virginia Hometown Realtors 

571-330-0741 

Email: LuvnNLivn@msn.com 

www.VirginiaHometownRealtors.com 



Our Mission ... As the area’s most knowledgeable real estate 
professionals, it gives us great pleasure helping our clients 
reach their goals. Our expertise and caring service give you the 
freedom to realize your dreams. 

Helping people to realize their dreams and goals gives us the 
greatest satisfaction.  Whether it’s helping someone find the 
home of their dreams, helping our clients sell their home, or 
giving someone a helping hand, we try to provide the services, 
support and guidance needed. 

We're here to help you with all of your real estate needs.  It’s 
through getting to know our clients we develop a life-long 
relationship on both a professional and personal level.   

Living life to its fullest is how we approach each day.  Each day 
bring new promises.  It’s with this zest for life that we reach 
out to our family, our friends, our clients and the community.  
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I. Introduction 

So you’re ready to buy a home!  Whether you want to purchase a single family 

house, condominium, co-op or townhouse, it’s a major decision.  We’ll help you 

navigate the waters giving you overviews, check lists, critical points and valuable tips 

learned through real life experiences of buyer such as you and real estate 

professionals. 

You’ll find this guide is shorter than you would like.  Our goal is to deliver a practical 

and useful guide that will make your homebuying process simpler and potentially 

save you thousands of dollars. 

This guide is broken into sections which lay out the process for you to follow to help 

you buy a home.  Note that some subtopics may be covered in several sections 

because the topic comes up more than once during the home buying process. 

Look to the left column for important tips and suggestions that the author wants to 

highlight. 
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II. Are you Ready to Be a Home Owner? 

Without sounding too much like your parent asking you questions, you need to ask 

yourself … Are you ready to own a home? 

Home ownership historically has proven to be one of the smartest investments you 

can make.  You need to determine whether you are ready.  The responsibilities are 

huge – mortgage payments, taxes, maintenance costs, upkeep, utilities and the 

responsibility of taking care of the house.  If you are, congraductions, you’re about 

ready to embark on the journey of your life. 

Why People Buy Homes 

There are many reasons why people choose home ownership.  Some want to own a 

piece of the American dream.  Others because of the potential financial rewards – 

after paying off your mortgage, you can own your home free and clear of debt.  

Some want something that is their own … they can expand, paint, decorate and 

renovate … to make it exactly what they want.  Whatever the reason, millions of 

people buy homes every year. 

Why Others Choose to Rent 

Many people instead choose renting.  Renting has both positive and negative 

aspects, and we’d be doing you a disservice if we did not mention both. 

Positives of Renting: 

Á You are not “tied down” and, except for the term of your lease, can easily 

pick-up and move 

Á You can test out an area before buying 

Á You may have the tupe of job that causes you to move frequently and can 

adjust your lifestyle quickly 

Á Generally, you are not responsible for maintenance and repairs 

Á You are not taking on a massive long-term debt 

Negatives of Renting: 

Á You are paying someone else’s mortgage, taxes and putting money in their 

pocket. 

Á There are no tax deductions for renting a home. 

Á You are not building any equity (as you pay down a mortgage on property 

you own your debt drops and the amount of profit you would make on a 

sale increases … this is your equity). 

Á You are less likely to establish yourself in the community. 
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Á You will have to move if the owner chooses not to re-rent to you when your 

lease expires. 

 

Á What you rent is what you get, unlike a property you own which can be 

renovated and customized.  Except for furnishings you cannot really change 

a rental property. 

 

Á Rents climb, while mortgage payments can remain fixed.  **Note … Talk to 

your mortgage consultant about fixed rate verses adjustable rate 

mortgages. 
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III. What Can You Afford? 

When getting ready to buy a house, you need to determine what you can afford.  

Here, we’re talking both about a down payment and up front cash costs (such as 

closing costs, moving expenses, etc.) as well as on going expenses such as mortgage 

payments, tax payments, insurance and maintenance. 

If it sounds like we’re talking a great deal of money, we are.  Buying a house is 

probably the largest financial decision many people make in their lifetime.  Before 

you can select a house, you need to assess your financial situation.  Unless you know 

exactly what you can afford, you can get yourself into a great deal of trouble with a 

house that becomes a money pit … taking far more from you each month than you 

can afford. 

Having said that, once you determine what you can really afford, then the fun 

begins.  You look at homes in your price range and have the chance to find that 

dream house you are searching for. 

Your House Will Likely Be Your Largest Investment 

For most people, their house is their largest investment.  As time goes on and you 

pay down your mortgage, you accumulate equity.  Equity, in its simplest terms is 

what your house is worth minus any debt on your home.  Some day when you 

retire, if you have paid down your mortgage, you will live mortgage free.  If you 

need additional money, you can borrow against your home, with your home being 

your retirement nest egg.  Over the course of time, your house should appreciate in 

value giving you more equity in your home. 

Take a Long Term View of What You Can Afford 

Too many people watched real estate prices sky rocket in the late 1990’s and again 

in the early 2000’s, only to watch prices and equity crash.  The foreclosure market is 

in full swing today because people bought at what was the top and assumed it 

would keep climbing forever. 

You must look at real estate ownership as a long-term investment.  For some this 

may be 5 to 10 years, for other 30 to 50 years.  Whatever your situation, you must 

know that getting out of a home – selling it if you can’t afford to keep up with the 

payments – is easier said than done.  May people have had homes on the market for 

years.  You cannot cash out of a home the way you can with stocks, so be careful if 

you are “cutting it too close” with your finances. 
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Tax Benefits of Homeownership 

One of the reasons that homeownership is so attractive is the tax benefits 

homeowners receive from homeownership.  Under current tax laws, the interest on 

your mortgage is tax deductible.  During the early years of a 30-year mortgage 90 to 

95% of what you will repay is interest, putting only the slightest dent in the principle 

amount that you owe.  The government allows you to deduct the interest portion of 

the payment of your taxes.  Your “net monthly payment” may be 20% to 40% less 

than you are actually paying.  Look at this example: 

 Mortgage Payment:   $1,000.00 

 Interest Portion of the Payment  $900.00 

 Tax Bracket:    30% 

 Value of Tax Deduction:   $900.00 x 30% = $270.00 

 “Net Cost” of Payment:   $1,000.00 - $270.00 = $730.00 

So while you do have to pay $1,000.00 to the bank, the “real cost” in this example is 

only $730.00 after you tax deductions. 

You need to keep this tax advantage in mind when you are planning to buy a house 

and determining what you can afford. 

Remember as time goes on, more and more of your mortgage payment is to 

principle, less is to interest, so the tax deduction you receive (which is only the 

interest portion) will decline over time.   

You may also be entitled to deduct real estate taxes you pay, lowering your “real 

cost” of owning your home.  Deductions may vary by state, county, or municipalty, 

so you need to check with your tax consultant. 

NOTE:  Please consult with a tax advisor before buying your home.  

The above are only examples and your savings and tax liability will 

be tied to your individual tax situation. 

Mortgage Payments Can Be Fixed But Other Costs Can Rise 

Most people take mortgages which are “fixed rate mortgages.”  Other types of 

mortgages exist (which are discussed later in this guide) where payments can vary.  

However, even with a fixed rate mortgage, where your payments will be the same 

every month for the next 20, 30, 40 years, other costs associated with 

homeownership can and will change: 
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 Real Estate Taxes 

 Maintenance Costs 

 Utility Costs 

 Other Costs of Living 

How Mortgage Companies Determine What You Can Afford 

Mortgage companies look at what is called your “debt-to-income ratio.”  Typically, 

they look to see if your monthly housing expense (mortgage, taxes and insurance) 

are at or below 33% of your gross income, and whether than expense plus 

consumer debt (i.e. credit cards, car payments) is less than 38% of your gross 

income.  This is your debt-to-income ratio.  If your debts are too high in 

relationshiop to your income, you may not qualify for a mortgage,  or you may have 

to pay a higher interest rate because of the increased risk the bank faces, or you 

may have to put a larger down payment on the house. 

There are special mortgage programs such as the government’s FHA program or 

state mortgage programs such as the Virginia Housing Development Authority 

“VHDA” or Veterans Administration “VA” have different standards.  Different banks 

may apply different criteria, so when you speak to your mortgage consultant, find 

out what criteria they apply and whether they are a good fit for your financial 

situation. 

Keep in mind these is guide is a generalized criteria, and the numbers used are only 

examples.  The actual percentages calculated and compared are established by 

lenders. 

Still Not Sure What Your Monthly Budget Is? 

At the end of this guide are several forms.  First is the “House Shopping Checkliest” 

which you should bring with you when you view a new home.  Second is the 

“Budget Calculator” which can help you calculate your real monthly budget.  You 

will likely be surprised at how much you spend!  It is important that you take the 

time and evaluate your real monthly budget before looking for a mortgage. 

Have a Budget in Mind Before You State House Hunting 

In order to know what you can afford to buy, you need to know your budget.  Look 

at your income, your expenses, and figure out what you can really afford each 

month.  With this number you can select a price range of homes that are best suited 

for your budget. 

Factors to consider are: 



 

Housing Related: 

Á Down Payment 

Á Mortgage Payments 

Á Taxes 

Á Maintenance 

Á Repair and Renovations 

Á Utilities 

Á Furniture 

Not Housing Related: 

Á Student Loans 

Á Car Expenses 

Á Food 

Á Entertainment and Travel 

Á Education Costs (including 

day care, nursery school, 

private school, college) 

Á … and more 

TIP:  Borrowing from Relatives 

If you are getting a loan from a family member and not a mortgage, read on.  

Assuming you want to protect your family member, it is still a good idea to give 

them a mortgage on the property. 

Why?   Suppose you are in a car accident and are sued.  A $1,000,000 judgment is 

levied against you.  The first asset they will attack is your home.  If they take the 

home, they take it subject to mortgages.  If a family member who loaned you the 

money is not protected with a properly recorded mortgage, they will have no 

protection and will lose the money they loaned you.  



 

IV. Get Your Finances in Order:   

Start with Your Credit 

Most people underestimate the importance of their credit score in their life.  Your 

credit impacts every aspect of your life – from employment to insurance rates to 

interest rates!  Your credit has the biggest impact in the area of homeownership.  

Good credit means you get a lower interest rate, making lower monthly payments 

and potentially afford a more expensive home.  With a bad credit score, if you can 

get a mortgage, your interest rate may be higher, your monthly payments will rise 

and the amount you can borrow may be less. 

Your credit score will directly affect the amount of house you can buy. 

The Fair Credit Reporting Act 

The Fair Credit Reporting Act is a federal law that protects the rights of consumers.  

Extensive information about your credit rights can be found at 

www.ftc.gov/os/statutes/fcrajump.shtm. 

This site contains several links to government resources including: 

Á The Fair Credit Reporting Act (“FCRA”) 

Á The Fair and Accurate Credit Transactions Act of 2003 (“FACTA”) 

Á Educational Materials about the FCRA 

FACTA gives everyone the right to a free credit report from each of the three 

national credit bureaus.  Free reports can be obtained once every 12 months.  The 

Federal Trade Commission (“FTC”) shows that the only authorized online resource 

for your free credit report under federal law is:  www.AnnualCreditReport.com.  Be 

aware that any other “free” credit report site will cost you and are not free and 

carry hidden costs, fees and other deceptive practices. 

Check Your Credit Score 6 to 12 Months in Advance 

You should check your credit early so there are any mistakes in your credit report, 

you have sufficient time to have those mistakes corrected.  It is not uncommon for 

there to be errors – significant errors – in your report.  It can take months of letter 

writing to get these items correct.  It is recommended that you keep copies of 

everything you send to credit reporting agencies.  If you encounter any problems, 

the Federal Trade Commission can help. 

Write Directly to Each of the Three Major Credit Bureaus 

You can get your report from the major credit bureaus from 

www.AnnualCreditReport.com – the only website authorized by the FTC.  You can 

www.ftc.gov/os/statutes/fcrajump.shtm
http://www.annualcreditreport.com/
http://www.annualcreditreport.com/


 

also write the bureaus to request your reports.  To get their current mailing 

information, please visit: 

Á Experian … www.experian.com 

Á TransUnion … www.transunion.com 

Á Equifax … www.equifax.com 

Whichever approach you take, don’t delay in getting your reports.  Avoid other sites 

which claim to offer “free” credit reports, which carry hidden costs, fees and other 

deceptive practices. 

Request Your Credit Reports and Review Them Carefully 

You’d be amazed at how many people’s credit reports contain errors!  Addresses 

you’ve never lived at, names you’ve never had, even accounts that you’ve never 

had!  When you get your reports, review it line by line looking for mistakes.  Do 

things appears that are not yours?  Do you show late payments when you paid on 

time?  Are accounts shown as open that are closed?  Do you see judgments, 

repossessions or other things that never occurred?  Highlight them.  You may find 

many mistakes and those mistakes may or may not repeat on the other bureau’s 

credit reports. 

Dispute Any Items That Are Wrong 

Contact the credit bureaus – in writing – with all correspondence sent certified mail, 

return receipt requested.  Be sure you sign all inquiry letters that you send to the 

bureaus.  It is recommended you write to the companies rather than disputing 

online because the letter will be sent locally – online disputes may be handled 

overseas. 

Credit Bureaus Are Required to Remove Erroneous 

Information 

By Law, the credit bureaus are required to remove erroneous information from your 

credit report.  The steps involved are beyond the scope of this guide.  There is 

extensive free information available online to help you with this.  Several important 

sites include: 

Á Federal Trade Commission (FTC) … www.ftc.gov/os/statutes/fcrajump.shtm 

Á Free Credit Report Online … www.AnnualCreditReport.com 

Á Experian … www.experian.com 

Á TransUnion … www.transunion.com 

Á Equifax … www.equifax.com 

http://www.experian.com/
http://www.transunion.com/
http://www.equifax.com/
http://www.ftc.gov/os/statutes/fcrajump.shtm
http://www.annualcreditreport.com/
http://www.experian.com/
http://www.transunion.com/
http://www.equifax.com/


 

Does Applying For Credit Hurt Your Credit Score? 

When you request credit from someone, whether for a loan, credit care or other 

reason, that request is recorded on your credit score and has a light negative effect.  

Excessive inquiries compound the issue.  However, all credit inquiries within a 14-

day period count as only 1 inquiry (the agencies realize that people may speak with 

multiple mortgage companies).  Credit inquires can count for as much as 10% of 

your score. 

Remember: 

Á Information on your credit report is critical to mortgage companies.  

They use it to judge your creditworthiness and whether you are likely to 

consistently pay on time.  The more problems they see, the higher rate 

they may charge. 

Á While you can try to explain to the mortgage company that items are 

erroneous, and try to produce documentation proving it is erroneous, it 

is far easier to correct the report via the reporting agency. 

Á It is never too early to start correcting mistakes in your credit report.  

Even though laws govern how long credit agencies have to correct 

mistakes, the reality is it can take longer. 

Á Just as important as cleaning your credit report is keeping it clean.  Do 

not pay anything late and do not take on any new credit or debt.  Avoid 

increasing your balances on your accounts while you are shopping for a 

home! 

There are other factors you must consider: 

Avoid taking on Any New Debt 

If you are serious about buying a home – stop spending now!  While you need to 

curb spending while buying a home, you must avoid taking on new debt.  You will 

likely need a new mortgage and increasing your debt loan, whether through credit 

cards, store cards, care leases, financed store purchase or personal loans, will make 

it harder, maybe even make it impossible, for your to get a mortgage! 

Consolidate Your Funds in One or Two Places 

If you have several checking accounts, savings accounts and stock portfolios 

scattered around?  Consider having your assets in just a few accounts making it 

easier when the mortgage company asks for financial records.  However, do not 

make it an habit to move money around – banks don’t like that. 



 

Do Not Apply for Credit with Multiple Sources 

Applications for credit actually have a slight negative effect on your credit score.  

Multiple applications compound the problem.  Avoid creating excessive inquiries 

into your credit. 

  



 

V. Stability Is Important 

Mortgage underwriters like stability.  Instability means risk – risk that you cannot 

repay the loan; risk that the bank may have to foreclose.  Banks do not like to 

foreclose.  They want to be repaid on the money they lend and work hard to find 

the safest mortgagees.  Some banks do work with higher risk mortgages; but they 

demand higher interest rates to cover the higher risk. 

The Ten Commandments When Applying For a Mortgage 

1. Thou shall not change jobs, become self-employed or quit your job. 

2. Thou shall not buy a car, truck or van (or you may be living in it)! 

3. Thou shall not use charge cards excessively or let your accounts fall behind. 

4. Thou shall not spend money you have set aside for closing. 

5. Thou shall not omit debts or liabilities from your loan application. 

6. Thou shall not buy furniture. 

7. Thou shall not originate any inquiries into your credit. 

8. Thou shall not make large deposits without first checking with your loan officer. 

9. Thou shall not change bank accounts. 

10. Thou shall not co-sign a loan for anyone. 

Financial Stability Is Important 

Unexplained large deposits immediately before you apply for a loan is a red flag.  

Having a steady balance for several months Is more important than a balance spike 

days before you apply. 

If your balance does spike – such as a gift from a relative – make sure you have a 

letter substantiating this, so the mortgage company knows it is a gift to be used as 

part of the down payment, as opposed to being a loan or a ploy to trick the bank 

into thinking you carry high balances in your accounts. 

Job Stability Is Important 

Avoid changing jobs in the months before applying for and closing on your home.  

This creates a risk and could either cause the mortgage company to decline your 

loan or give you a much less favorable mortgage (such as a higher interest rate). 

If you do change jobs, try to make sure you take another position in the same 

industry.  Major life and career changes should not happen while you are trying to 

get a mortgage. 



 

VI. Down Payment and Earnest Money Deposit 

The down payment is how much you will be putting in yourself at closing, with the 

rest being paid by the mortgage company.  For example, FHA (government loan) 

requires a minimum of 3% down payment and the lender puts in 97% of the 

purchase price.  Conventional loans require 5% or more down payment.  VA loans 

can be 100% financing, but have very strict guidelines. 

The earnest money deposit (“EMD”) – or “good faith deposit” is the money you 

present with an offer to purchase a house and sign the purchase contract.  For the 

purpose of this guide, we will refer to this type of payment as the EMD or deposit.   

Deposits can vary from a couple of hundred dollars to 5% of the purchase price.  

Naturally, the seller wants more and the buyer wants to put down less.  Generally, 

you want to put down as little as possible, but not so little that the seller refuses to 

accept your office.  This is all points for negotiation and we can help you determine 

what would be advantageous to presenting your offer to the seller. 

Your Earnest Money Deposit Is Very Important to the Seller 

The amount of your EMD can make or break a deal.  If you present an offer with 

only a couple of hundred dollars on the line, this may tell the seller that you are not 

serious about purchasing the house.  If you present your offer with a better EMD, 

this tells the seller that you will do everything in your power to close on the 

purchase of the home.   

Most Mortgages Require a Down Payment 

While some high-risk lender will do 100% financing (and more), we strongly advise 

against it.  These loans are disappearing because the banks took too many high risk 

loans and this is why we are experiencing an economic meltdown now.  If you 

cannot afford to make a down payment, you may want to wait a little while and 

save a little money.  We have access to first-time buyer loan programs which require 

little money up front.  We still recommend that you have some money in reserve for 

a “rainy day.” 

Your Down Payment Is Also Important to the Seller 

When you make an offer to buy a home, there are several things the seller thinks 

about.  Their first thought may be “are we getting enough for our house,” their 

second thought will be “will this person be able to close and actually buy it?”  A 

buyer who is going to make a small down payment and finance a higher percentage 

of the purchase price is a greater risk and may be less appealing to the seller.   



 

Buyers who make an offer that includes a more substantial down payment may 

make the seller more confident that the buyer will be approved for a mortgage. 

Price, Down Payment and Credit Score ɀ the Magic Triangle 

As you can see, price, down payment and credit score all play into each other.  If you 

have better credit and a good down payment, you have a greater chance of getting 

a mortgage with a good interest rate, negotiating a better purchase price, resulting 

in a lower monthly payment.  You may even be able to afford a more expensive 

house with all of these factors in your favor. 

In contrast, a low or no down payment, low credit scores and higher interest rates, 

make it harder for you to buy a home, will cost you more every month for the same 

size loan and may force you to buy a small house. 

Typical Down Payments are 3% to 10% of the Purchase Price 

The most common down payment with mortgages is 10%.  FHA has given first time 

buyers the opportunity to purchase a home with 3% down.  Opinions are mixed on 

whether you should give a larger down payment.  Let’s take a look at the pros and 

cons: 

Arguments in Favor of a Larger Down Payment 

Á You will have strong leverage in negotiations with the seller 

Á You will receive a lower interest rate 

Á You will take on less debt with a smaller mortgage 

Á You will have an easier time being approved for a mortgage 

Á A larger down payment may help offset problems with your credit score 

Arguments in Favor of a Smaller Down Payment 

Á You leave yourself with more cash on hand 

Á You reduce the risk that you will go into debt (credit card debt or home 

equity debt) in the future when you need to make purchases, and credit 

card debt and home equity debt are at higher interest rates than mortgages 

Á You can pay off other debts (credit cards, student loans, personal loans) 

which may be at a higher interest rate and may not be tax deductible 

Á With relatively low interest rates (currently 6.0% to 6.5%) and tax benefits 

on mortgage interest, the “real cost” of the mortgage loan 

Á There are other significant up-front costs when you buy a house – legal fees, 

taxes, insurance, moving costs, immediate repairs or renovations. 

 



 

VII. Neighborhood Hunting 

Have you decided which neighborhoods you want to look in?  You may find a 

beautiful home in an area you don’t want to live.  Conversely, you may accept a 

lesser home to be in your dream location. 

You need to decide the kind of area you want to live in to begin searching.  Some 

criteria you want to decide on will include: 

¶ Is there a particular town you want to be in? 

¶ An area of town? 

¶ On a private road or cul-de-sac? 

¶ School districts may or may not be important to you.  Homes in better 

districts often have higher real estate prices and taxes. 

¶ Are amenities and services a concern?  Do you want parks, swimming pools 

and new libraries? 

¶ Do you want to be near railroads, highways and mass transit? 

How Much Can You Afford? 

The last several pages have given you an idea of what you need to consider when 

getting ready to buy a home.  Ultimately, it all comes down to monthly payments.  If 

your taxes are lower you can afford a little more.  If taxes are higher you can afford 

less.  If you are in a community that has monthly maintenance charges or dues, that 

will also play into the mortgage payments you can afford. 

When calculating what you can afford, use our form at the end of this book “What 

Can I Afford” to help evaluate your finances.  The list of expenses is not exhaustive 

and you may have other expenses not considered on this form. 

Location, Location, Location 

We’re sorry to use a cliché, but location is tremendously important when you are 

looking for a home.  You’ll be living there for years to come, and the location is 

almost as important at the house itself. 

Do you have a location in mind? 

There are many reasons people choose a location.  Perhaps family and friends live 

nearby.  Perhaps you have children and want them in a great school district.  

Perhaps the town has great homes, not great schools but you don’t have children 

and can get a great value on a comparable house.  Perhaps you want to live in town 

or out in the country. 



 

Here are some things you should consider and rate for yourself.  Either pick the 

more important ones or rate them from 1 to 10, 10 being high: 

Factor Choice or Score 

Private Community or Public Neighborhood  

Remote or close to shopping and major roads  

Good Public Schools  

Income Levels in the Area  

Strong Diversity in the Community  

Primarily Homeowners vs. Renters Living in the Community  

Public Services such as parks nearby  

Stability of Local Economy  

Crime and Safety Issues  

Tax Rates in the Area  

 

Review your answers – there is no right or wrong answer … it will help you identify 

the right towns, neighborhoods or communities for you to search. 

Neighborhoods vs. Housing Developments vs. Rural 

Community 

The difference between a neighborhood and a housing development is uniformity.  

Neighborhoods are often older.  Much of the newer construction over the last 20 

years has been by developers building an entire development at a time.  There is 

less consistency and uniformity in neighborhoods.  There may be a mix of nicer 

homes, smaller homes, maybe some run-down homes and maybe recent 

construction, all in a several block area.  Some people prefer the feel of this type of 

community. 

With housing developments (or subdivisions), the houses were built as a part of  a 

development plan, generally over the course of several years, with all homes being 

approximately the same age.  They often look similar or the same as the other 

homes in the development. 

If you are not sure which you prefer, look at homes in both types of communities. 

Rural communities are located outside of town limits.  These communities may or 

may not be part of a “subdivision” and may sit on as little as an acre lot or as much 



 

as a 10 acre lot.  These properties are desirable if you like to have room and don’t 

want neighbors right next to you.  Many of these rural communities do not have 

public water or sewer – they have either a private or community well and septic 

system.  Many of the services you will find in “conventional” neighborhoods aren’t 

available when you live in the country – such as cable TV, shopping may be 10 miles 

or so from your home, you may have a longer commute to work, but the pay off is 

peace and quiet, trees, room to move around.  

These are things you need to think about when you’re thinking of where you want 

to live. 

  



 

 Real Estate Agent 
One of the biggest decisions you will want to think about as you prepare to search 

for your new home is whether or not you should use a real estate agent.  There are 

benefits to using a knowledgeable agent such as: 

They know the market – what’s available – what has sold recently and at what price 

They have visited hundreds of homes in the area and have a good idea of which 

ones do not meet your needs and goals.  This will save you time and energy by 

avoiding homes that do not suit your needs or criteria. 

Most sellers use a realtor and have the realtor negotiate with your agent which will 

work in your favor.  Typically there is no cost savings for the seller when there is 

only one agent. When the seller’s agent works for the seller – you should have an 

experienced agent working for you in the transaction. 

They have knowledge about current market conditions, and whether homes are 

selling quickly (good for sellers) or slowly (good for buyers). 

They can negotiate a better deal for you. 

The seller pays your (the buyer’s) agent’s commission so there’s no cost to you 

except the agent’s brokerage administrative fee ($200 to $500). 

Note:   Commissions are usually split 50/50 between the buyer and the seller real 

estate broker firms.   The real estate agent typically takes 30% to 70% of what their 

company earns.   

What is the quality of your real estate agent?  Some are good, some aren’t.  One of 

the biggest complaints we hear is agents just don’t listen to what clients want.  If 

your agent isn’t showing you want you want, tell them.  If they don’t listen, find a 

new agent. 

Make sure your agent is available for you – they work for you and should try to 

make every effort to meet on your schedule.  Does your agent return calls?  Is your 

agent on time or at least gives you the courtesy of a call if they are running late? 

When choosing a Realtor®, look for an agent who 

Makes you feel comfortable and confident, not anxious or pressured.   

Specializes in areas want to live (if you're a buyer).  

Returns calls promptly and answers questions readily.  

Informs you of new listings (if you're a buyer).  



 

Will readily give you free information.  

Has access to an MLS system where you can search for properties at your leisure.   

Our MLS can be searched by you 24/7 – visit www.homesdatabase.com/ritagibbons  

When working with your Realtor® 

Set working guidelines (when you’ll view houses, for example).  

Make your priorities clear so you and your Realtor® are working together 

and not wasted time on listings that don't fit your criteria.  

Keep all of your paperwork in one place, for easy retrieval when you need them 

(including your priority list, listing notes and loan documents).   

  

http://www.homesdatabase.com/ritagibbons


 

UNDERSTANDING AGENCY… WWhhoo  WWoorrkkss  ffoorr  WWhhoomm??  

 SELLER AGENCY (SINGLE AGENCY) 

Agent will represent the best interests of the seller 

Agent will owe the seller fiduciary duties 

Agent must give the buyer all material facts so that the 

buyer can make an educated decision 

 BUYER AGENCY (SINGLE AGENCY) 

Agent will represent the best interests of the buyer 

Agent will owe the buyer fiduciary duties 

Agent must give the seller all material facts so that the 

seller can make an educated decision 

 

 TRANSACTION BROKER (DUAL AGENCY) 

Agent represents both the buyer and the seller equally 

Agent’s objective is to get a mutually satisfactory 

agreement among all parties 

Agent gives all options to the buyer and the seller 

Depending on the local market, all parties may be 

present at contract presentation to negotiate on their 

own behalf 

All parties have confidentiality.  Agent may do nothing 

to the detriment of either the buyer or the seller 

Both the buyer and the seller have a right to counsel.  

Before making any decisions, both parties have the 

right to seek family, religious, legal, or financial 

counsel.  

 

 

  

Seller Buyer 

In all relationships, as your Agent I have a duty to act 

honestly with both the buyer and the seller. 
 

Seller 

Buyer 

Seller 

Buyer 



 

VIII. Find a Mortgage Company 

An experienced mortgage company that writes mortgages in your area can be a 

great help to you.  They know the market, what kinds of mortgages you may qualify 

for and the criteria that will be applied to your situation. 

Even if you have not found a house yet, you need to contact a mortgage company 

now to get information, learn what you qualify for and get a commitment letter 

and/or pre-approval letter.  The commitment/pre-approval letter is very important 

when you are ready to present an offer to purchase.  This lets the seller know you 

have a mortgage lender lined up and are serious about buying their home. 

Mortgage Bankers vs. Mortgage Brokers 

You’ve probably heard of both.  However, do you know the real differences 

between the two?  There is a difference in how they are defined, and there may be 

less of a difference in a practical sense.  Neither is better in all situation – it depends 

on your situation. 

Mortgage Bankers have the money.  They are licensed by the state and are allowed 

to write consumer mortgages.  They are generally lending their own money (they 

may have borrowed their money from another source, but the loan comes from 

them).  They can keep the mortgage and service it … meaning they collect interest 

over the next 30 years; or they can resell the mortgage to a third party (such as an 

investment fund).  If it is resold, the only thing that changes on your end is who you 

send the check to.  It is extremely common for mortgages to be resold – often 

several times – over the life of the mortgage. 

Mortgage Brokers do not lend money.  Instead, they work with one or more banks 

(usually more than one) and act as an outside company that finds people to borrow 

money.  In other words, they are doing the sales work for the mortgage banks.  

Some mortgage brokers work with multiple banks because different banks have 

different lending criteria.  Some mortgage banks will write high risk mortgages; 

others only low risk.  Some will lend large amounts of money; others prefer smaller 

mortgages.  Whichever the case, the mortgage broker’s job is to find you the best 

mortgage given your situation – credit score, down payment, purchase price, loan-

to-value ratio, etc.  The advantage to a mortgage broker is they have access to many 

different loan products and have more options available to the borrower. 

We cannot say that one is always better than the other.  It depends on your 

situation and it depends upon your financial criteria and qualifications to get a 

mortgage. 



 

We recommend you talk to at least two different mortgage bankers/brokers.  Make 

sure you are comfortable with the person you are working with.  Are they forthright 

with information?  You want someone who’s going to give you the full financial 

picture when you are borrowing this much money. 

Avoid Less Credible Mortgage Companies 

When the refinance boom started in 2002, thousands of mortgage companies 

sprang up to capture refinance business.  Many clients were given bad mortgage 

programs, hidden costs and over-leveraged mortgages that consumers could not 

afford.  Some pushed mortgage programs that are now causing the mortgage crisis 

where consumers cannot afford to make payments. 

Others engaged in dishonest practices, such as promising a particular rate and half-

way through the settlement, tell the buyer that the rate is higher because of market 

conditions, something on their credit report, or some other excuse they conjured 

up.  Still others added on excessive fees that were not disclosed, padding their 

pockets and putting the borrower in a worse situation than if they had a higher 

interest rate! 

You may be surprised that many mortgage companies didn’t even want to work 

with home buyers, instead making a quick buck in the refinance market! 

You need to work with a mortgage lender that specializes in home purchases.  They 

understand the process takes time, and that they must be willing to put in time to 

help you.  You want to find someone who will work hard for you – someone who’s 

there every step of the way. 

  



 

IX. What Kind of Home Do You Want? 

Homes come in all shapes and sizes.  Do you want a Single Family House?  A 

Townhouse?  A Condominium?  A Co-op?  How many bedrooms do you want?  How 

many bathrooms?  What other features are important? 

Single Family House:  This is the free standing house on its own land.  A single family 

house can be attached (with a house attached to one side) or detached.  There is 

greater flexibility; however, if there is a homeowner’s association, you must follow 

the rules and regulations of the association.  You must always follow state, county 

and local zoning laws.  You carry all the risk as the homeowner (this is why you have 

homeowner’s insurance).  If you are part of a homeowners association, you may 

have limited exposure for risks in common areas. 

Townhouse:  While each townhouse is individually owned, they are attached.  You 

will have monthly fees for common area costs such as grounds maintenance.  The 

homeowners association rules govern and generally you can do very little on the 

outside of the property.  Your risks are the same as a single family house. 

Condominium:  These may be townhouses or apartment styled homes.  Each 

condominium is individually owned.  With condominium ownership you own from 

the interior wall in – you do not own the land or the exterior.  There are higher fees 

since the condominium association takes care of the exterior maintenance of the 

building.  Condominiums are very restrictive on what you may and may not do and 

many people do not want to pay higher monthly fees in exchange for maintenance 

free exterior. 

Co-Ops:  These are found mainly in cities.  A corporation owns an apartment 

building and you buy shares in the corporation which in turns gives you a unit.  Co-

op are the most restrictive – which many people find intrusive – but some people 

like an environment where neighbors are regulated in what they can do. 

What Features Do You Want in Your Home? 

Do you have any idea of what you want to buy?  Don’t feel bad if you don’t – that’s 

part of the home buying process.  Look at all sorts of homes – ranches, capes, 

colonials, Victorian, Splits … you may find features that you prefer in some and not 

in others.  Visit several of each type to see what you prefer. 

Here’s a brief checklist to help you in your search: 

  



 

Home Search Criteria: 
GENERAL INFORMATION  

Name:   

Current Street Address:  

City/State/Zip:  

Home Phone:   Business Phone:   

Email:   
  
  

TIME L INE INFORMATION  
Deadline for Locating a Home:   

Required Move In Date:  
  
  

NEEDS ANALYSIS  
Family Size:  Adults:   Children:  

Need-to-Have features:  

  

  

  

Nice-to-Have features:   

  

  

Area Preferred:  

Price Range: From:   To:   

Approximate Square Footage:     

  

Prefer:   Home  Condominium  Town home  Duplex/Triplex 

 Other  

Approximate age of Home:  

Style:   

Bedrooms:  Bathrooms:  Garage:  
      

Important Features:    

____Den 

____Family Room 

____Formal Dining Room 

____Combination Dining Room 

____Wooded Lot 

____Air Conditioning 

____Swimming Pool 

____Fireplace 

____Porch 

____Patio 

____Workshop 

____Drapes/Blinds 

____Carpet 

____Public Transportation 

____Utility Room 

____Breakfast Area 

Other:   
  
  

SCHOOL REQUIREMENTS  
Elementary School:  

Middle School:  

High School:   
  
  

PRESENT HOME INFORMATION  
 Sold  Listed  Not Listed 

If not sold or listed, may we have a cooperating broker assist you?  

Approximate down payment available:   

Source of down payment:   

 



 

New Construction vs. Resale 

Do you want a new construction or existing home?  Once again, there are 

advantages and disadvantages to both: 

New Construction: 

Larger Rooms, Higher Ceilings 

More outlets, higher capacity electric system 

New central air systems 

Appliances are all new and many are built in 

Opportunity to customize such as upgrades, colors, carpets, etc. 

Heating System and Insultation – Newer system and higher energy efficiency 

Repairs should be minimal during the first years.  Most new construction have 

warranties.  However, expect some problems even with a new home. 

There should be no asbestos, lead or mold issues with a new construction 

Real Estate Taxes may be considerably higher on new construction 

Costs are generally higher than similarly sized existing homes 

Construction delays are likely which can result in delays of up to a year. 

Amenities may not be in place for the community and area. Most often the services 

follow after everyone’s moved in and established a new for the services. 

Schools may not be in place yet and children may be bused to existing schools.  

Schools follow increases in population and demand. 

Lawns, walks and landscaping may or may not be in place and you may have 

additional costs for grass and trees. 

You may have to wait for months or a year to move in. 

Communities look like a huge construction site for years. Plants can take 10 to 20 

years to mature. 

Resale values in new communities are not certain.  Will the community sell out?  

Will the people be happy with the quality of construction? 

Most builders have a set price in mind.  There may be some flexibility, but they have 

a set price in mind. 

New homes should be in prime condition. 

 

Resale/Existing Home: 

Older homes were designed with smaller rooms and lower ceilings 

The electrical system may not have enough capacity 

The central air system may be older – how old is it? 

Appliances may be older 

Structural changes can be very expensive 

Heating system will be older and insultation may not be as efficient 

Your home inspector should check for mold, lead and asbestos as these can cause 

serious health issues. 

Repairs may be a bigger issue because things are older.  You don’t know how well 

the previous owner maintained the home. 



 

Taxes are generally lower than new homes 

Costs are generally lower 

There are no delays in settlement due to construction; unless you are doing major 

renovations. 

Services will probably already be in place 

Schools are likely in place 

Generally lawns and landscaping are already done.  You may want to upgrade the 

landscaping, but the essentials are probably already in place. 

You can generally close on an existing home in 30 days. 

Existing communities have mature landscaping, established residents 

Resale tends to be home-by-home – and a history of the resales are on file with the 

county. 

You generally have a better chance of negotiating with the seller 

Some homeowners renovate, paint, etc. to help sell the house – it may be in great 

condition. 

Let’s face it – who wouldn’t like a new home?  It’s clean, fresh and no one has ever 

lived in it!  But are there downsides to new construction?  Absolutely.  And upsides 

of resale homes.   

You need to evaluate what works best for you and your family.  Again, there is no 

right answer and we recommend you look at both options during your hunt. 

Be sure to keep an open mind – even if you think you are “just looking for new” or 

“just looking for classics” you may find a home completely different than what you 

expected that is your dream home! 

  



 

X. The Interior of the Home 

As you explore and find homes, study them hard.  See what features you like and 

don’t like.  If it the home you want to buy, you should really love it – you’re going to 

be living there for some time.  While many people place an emphasis on the 

exterior, we believe the interior is more important.  Your family will live inside the 

home and be outside looking at it perhaps 1% of the time.  99% of your time will be 

spent living in the home, so make sure it is what you want. 

Here are some key questions to consider when evaluating a potential home 

purchase: 

Á Do you get a warm feeling from this home? 

Á Do the rooms flow well or is it “choppy”? 

Á If you like to entertain, will there be enough room? 

Á If you hold dinners frequently, will you have enough room in the dining 

room to sit your guests?  Is the kitchen large enough to cook for your 

guests? 

… and some questions to ask room-by-room: 

Kitchen 

Á Does the kitchen fit your every day needs? 

Á Are the appliances and cabinets up-to-date or do they need replacing? 

Á Are the fixtures (faucets) in good shape? 

Á Is the electric in the kitchen up-to-date?  Do you see GFI outlets near the 

sink. 

Á Is there sufficient lighting in the room?  What about the light fixtures in the 

room? 

Á How are the floors?  Are they level, warped, cracked?   

Á Are the ceilings in good condition?  Water stains?  Warped? 

Á Is there adequate heating and air conditioning in the kitchen?  The kitchen is 

the hottest room in the house, so be sure there is adequate air conditioning 

supplied to that room. 

Á Are the appliances working?  Open the refrigerator and the freezer.   

Á Look under the sink, garbage disposal, dishwasher and refrigerator for leaks. 

Bathrooms 

Á Are the fixtures in good condition?  Any signs of leaks?  Look under the sink 

looking for signs of leaks. 

Á What is the quality of the plumbing?  Is it plastic PVC or metal?  If metal, 

how old are the pipes?  Could there be lead in the pipes or joints? 



 

Á Run the bathtub and shower.  Does the water flow well?  Is there very little 

pressure?  Do the fixtures leak when they are running? 

Á What condition are the floors in?  Dirty grout may be cleaned; however, 

cracks in the floor could indicate problems with the subfloor. 

Á How is the overall appearance of the bathroom?  Is there wallpaper on the 

ceiling that makes you want to pull your hair out?  Mirrors on three of the 

walls?  A color of tile that you can’t imagine why they made it?  Even if you 

don’t love it, can you live with it until you can redo the bathroom?  Is it a 

nightmare that has to be fixed immediately? 

Á Do the bathrooms have newer outlets and GFI outlets? 

Living Room, Family Room, Den 

Á Are these rooms big enough for your family?  Think about present and 

future needs.  If you are planning on having children, take that into account.  

If a room is small, but good enough for noew, what will happen when your 4 

and 6 year olds turn 12 and 14 and have friends over? 

Á Are the rooms big enough for furniture you want to bring with you or for 

the kind of furniture you want?  Or will you be trying to squeeze your 

furniture in the rooms? 

Á What is the condition of the floors?  The carpets?  Are you planning on 

pullig up the carpets and use the hardwood floors underneath?  If you are,, 

you’d better check to make sure they exist!  Some builders put carpet right 

over plywood. 

Á Do they have dogs?  Do you see urine stains on the carpets?  There’s a good 

chance it’s gone through the carpet and down to the wood floors. 

Á Are there enough outlets?  We use far more electricity today than we did 20 

years ago.   

Á Do you know where you want to hang your plasma TV?  Is there electricity 

nearby?  Is there enough wall space for the plasma?   

Master Bedroom 

Á Do you want a master bedroom?  The master bedoom typically is the largest 

with a private bathroom and walk-in closets.  Is this critical for you? 

Á Is it large enough?  Is it laid out well or is the room awkward? 

Á What condition is the bathroom? 

Á Do you like it?  Do you love it? 

Additional Bedrooms 

Á Are there enough bedrooms? 

Á Do you think your family may grow in the future? 



 

Á Will you have guests staying often enough that you want to have a guest 

room? 

Á Do you want a home office?  If the home doesn’t have one already, you will 

likely convert a spare bedroom into an office. 

Á Are the bedrooms large enough?  Don’t look at the size of your kids today … 

remember they grow and grow fast.  The 4 and 6 year olds will be a lot 

bigger in 10 years! 

Á Do they have enough closet space? 

Á Do you have enough bathrooms for the number of bedrooms? 

Á It may sound sexist, but if you have daughters (as we do) the reality is that 

you may need more bathrooms or bathroom space than you do with sons. 

General – All Rooms 

If the room has exterior doors and windows, are the locks working property?  Are 

the locks out-of-date? 

Do you detect drafts around the doors and windows? 

Are there cracks in the glass? 

Are window screens in place?  If not, are they in storage?  Don’t take anyone’s word 

for it – look at them. 

Do you detect pet or smoker odors?  If they are strong you may need to repaint the 

walls and re-carpet the room. 

Check the walls for termite damage.  If you have wooden wall paneling, moldings, 

and see bubbles in the paint.  Push on it lightly.  If your finger disappears below the 

surface level of the wood, that is a strong indication of termite activity.  Also look for 

indications of sawdust, another potential sign of termites. 

Minor Issues Inside the Home 

If trim, woodwork, etc. looks in disrepair … is it just a bad or old paint job?  If the 

wood underneath is good, a fresh coat of paint will make it look new. 

Rugs not clean and floors don’t shine … before moving in, have the rugs 

professionally cleaned and clean up the floors …  

Squeaky doors … a can of wd40 will fix that 

Mildew tiles, dirty grout … these can be cleaned up with industrial strength cleaner. 

 

 



 

XI. The Exterior of the Home 

There are things that you need to look for on the outside of the home that may be 

significant problems of may be minor issues that can be resolved quickly.  This is not 

a complete list – your home inspector should assess the home and give you a better 

idea of any potential problems and minor issues. 

Major exterior items to check include: 

 The Roof 

 The Pitch of the Property (how the lot slopes – towards or away from the 

house) 

 Doors 

 Door Locks 

 Brickwork 

 Crawl Space Under the House 

 Buckling, Bowing or Sagging Walls 

 Fences 

 Swimming Pool 

Minor exterior issues that may need repairs 

 Messy or Overgrown Yard 

 Window Screens Torn 

 Dirty Walkways, Deck, Steps 

 

  



 

Home Tour Criteria 
Property Address: _________________________________________________ 
 

PROPERTY COMMENTS EXTERIOR COMMENTS 

V View  V Foundation 
 

 

V Lot Size  V Roof  
 

 

V Landscaping 
 

 V Architectural Style  

V Square Footage 
 

 V Deck/Patio  

INTERIOR COMMENTS V Swimming Pool 
 

 

V Number of 
Bedrooms 

 

 V Garage  

V Number of 
Bathrooms 

 

 V General Exterior 
Condition 

 

V Living Room 
 

 
LOCATION COMMENTS 

V Kitchen  V Convenience to Work 
 

 

V Dining Room  V Convenience to 
Shopping 

 

 

V Family Room  V Convenience to 
Schools 

 

 

V Study  V Convenience to Day 
Care 

 

 

V Fireplace(s)  V Nearby Recreational 
Facilities 

 

V Openness of Home  V General Appearance 
of Houses in the Area 

 

V General Interior 
Condition 

 V House Value Relative 
to the Area 

 

ADDITIONAL COMMENTS 
 

 

 

 

 



 

XII.  THE HOME-BUYING PROCESS 
 

 

 
  

Analyze Your Needs in a 
Consultation 

Find a Realtor You Can 

Trust 

Obtain Financial  
Pre-Qualification and  

Pre-Approval 

Select Properties 

View Properties 

Write an offer to  
Purchase 

Accept the Contract 

Complete the Mortgage 
Application* 

Secure Underwriting 

Obtain Loan Approval* 

Schedule Termite & 
Survey 

Contact Title Company 

Close on the Property 

Take possession of your 
New Home 

Earnest deposit 
money 

Inspections 
Remove 

Contingencies 

Credit Report Appraisal Verifications 

Rejection 
Conditions 

Title Exam & Title 

Insurance 

Money Up Front: 

¶ Earnest Money  

¶ Option Money  

¶ Inspection Fee  

¶ Appraisal  

¶ Credit Report  

Negotiate and 
Counteroffer  

*If not already pre-approved 



 

XIII. LOAN APPLICATION CHECKLIST 

X General: 

 Picture ID with Social Security Number 

 Payment to cover application fee. 

 Name and complete address of all landlords (past 2 years). 

X Income: 

 
Employment history, including names, addresses, phone numbers, and 
length of time with that company (past 2 years). 

 Copies of your most recent pay stubs and W-2 form (past 2 years). 

 Verification of other income (social security, child support, retirement). 

 

If you are self-employed: Copies of signed tax returns including all 
schedules (past 2 years), and a signed profit and loss statement of the 
current year.   

 If you are retired: Tax returns (past 2 years). 

 If you have rental property income: Copies of all lease agreements. 

X Assets: 

 
Copies of all bank statements from checking/savings accounts (past 3 
months).  

 
Copies of all stock/bond certificates and/or past statements/retirement 
accounts. 

 Prepare a list of household items and their values. 

 Copies of title documents for all automobiles, boats, or motorcycles. 

 

Face amount, monthly premiums, and cash values of all life insurance 
policies (Cash value may be used for closing costs or down payments.  
You need documentation from the carrier indicating cash value). 

X Creditors: 

 
Credit cards (account numbers, current balances, and monthly 
payments). 

 Installment loans (car, student, etc.)  Same details as for credit cards. 

 

Mortgage loans (property address, lender with address, account 
numbers monthly payment and balance owed on all properties 
presently owned or sold within the last 2 years).  Bring proof of sale of 
properties sold.  

 Childcare expense/support (name, address, phone number). 

X Other: 
 Bankruptcy – bring discharge and schedule of creditors. 

 Adverse credit – bring letters of explanation. 

 
Divorce – bring your Divorce Decrees, property settlements, quitclaim 
deeds, modifications, etc. 

 VA only – bring Form DD214 and Certificate of Eligibility. 

 Retirees – bring retirement and/or Social Security Award Letter. 

  



 

LIMITATION OF LIABILITY/DISCLAIMER OF WARRANTY 

The author and the company make no representations or warranties with respect to the 

accuracy or completeness of the contents of this guide.  No warranty may be created or 

extended by sales or promotional materials.  Advice and strategies contained herein may not 

be suitable for every situation.  This work is provided with the understanding that the author 

is not engaged in the rendering of legal, accounting or other professional services.  If 

professional assistance is required, the services of a competent professional person should 

be sought.  The author shall not be liable for damages arising hereon.  The fact that an 

organization or website referred to in this work as a citation and/or potential source of 

further information does not mean that the author endorses the information, the 

organization or its website may provide or recommendations it may make.  Further, readers 

should be aware that internet websites listed in this work may have changed or disappeared 

between when the work was written and when it is read. 

This guide is an overview to the process of purchasing a home.  It will highlight and identify 

important topics and provide advice on handling issues.  Ultimately, all decisions are yours 

and yours alone.  No part of this guide is meant to serve as legal advice and the laws of 

different jurisdictions may vary and change over time.  We recommend now and in this 

guide that you consult with an attorney and/or tax advisor before proceeding forward with 

the purchase of a home. 

Copyright © 2009 by Virginia Hometown Realtors LLC.  No part of this publication may be reproduced 

or transmitted in any form by any means electronic, mechanized, photocopying, recording, scanning or 

otherwise without the prior written permission of the author/company. 

 

 


