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THE BASICS OF REAL ESTATE – A THRU Z

This is a brief overview of a real estate transaction.  The topics include who the parties are and what roles they play, and an explanation of various items that come up in the contract and mortgage process.
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WHO ARE THE PARTIES?

There are several parties involved in any given real estate transaction.  It is important to know who they are and what roles they play.

THE LAWYER –
You should hire a lawyer that you feel comfortable with and who can answer all your questions.  You are going to be spending at least the next 2 – 3 months in a client-lawyer relationship so you should be able to trust and have faith in the lawyer you hire.  During this time you may be anxious, nervous or excited and you need a lawyer who will put you at ease.  If you don’t feel this is the right person to represent you when you first meet, get another lawyer.  

THE MORTGAGE BROKER/LOAN OFFICER –
Same rules apply – you need to hire someone that you feel comfortable with and someone who is straight with you on terms, interest rates, etc.

THE REALTOR –
The realtors are paid by the seller.  That doesn’t mean that they don’t help out the buyers.  Realtors can be helpful in smoothing out some rough spots between the seller and buyer and may be instrumental in negotiating terms before the lawyers get involved.  They can also help out during the transaction with resolving issues.  However, once you have a lawyer any contract questions or concerns should really be discussed and handled by your lawyer.

THE BANK’S LAWYER –

The bank hires their own lawyer to make certain all the bank documents are signed properly and that the bank’s mortgage is a first lien on the property.  This lawyer is also responsible for disbursing the money at the closing.

THE TITLE CLOSER –
The title closer is hired by the title company.  The title closer’s purpose is to make certain that the deed and its accompanying documents are signed and notarized.  The title closer also ensures that any liens that the seller may have on the property are paid off.  The title closer gives you, the purchaser, a title policy which states that you own the property and the only lien on your property is your mortgage.  It’s a type of insurance.

LET’S SIGN THE CONTRACT!
Once you have put an offer in on the property and it is accepted, the realtor will ask for your lawyer’s information.  If you don’t have one, the realtor can probably suggest one if you want.  Once the realtor has all information, a purchase memorandum will be faxed to both lawyers.  The seller’s lawyer draws up the contract and forwards it to your lawyer.  Upon receipt, your lawyer will contact you to come in to review the terms and to sign.  Don’t forget to write down all your questions and concerns and bring them with you.  This is your opportunity to discuss the terms of the sale and make sure you understand them.

THE CONTRACT – 
A contract of sale is a binding document that states you are purchasing a home from a seller.  What actually binds you aside from your signature is the down payment you put down on the contract.  This tells the seller that you are acting in good faith.  Under the contract you have one obligation – to do everything possible to get a mortgage and to comply with whatever the mortgage broker asks you to provide him in order to process your loan application.  You will usually have 30 – 45 days to get this accomplished.  

GOOD FAITH ESTIMATE – A/K/A G.F.E. –
The Good Faith Estimate is an estimation (not actual figures) of what your closing costs will be for your transaction.  The GFE provides you with a good idea of what you can expect to pay at the closing ie. your out of pocket expenses.  With this information you can at least have an idea of what it will actually cost you to buy the property, which helps to avoid any surprises at the closing.  Always get your G.F.E. BEFORE you sign a contract!

ENGINEER/TERMITE INSPECTION –

Always important.  The bank will always ask for a termite inspection so get one.  An engineer inspection is always recommended and it should be done.  The $400 - $500 you will spend on an inspection may save you grief and aggravation in the long run.  This is something you really want to have done BEFORE you sign a contract!  

APPRAISAL –
Always ordered by your mortgage broker/loan officer.  This tells the bank that your dream house is actually worth what you are paying.  The bank is NOT going to lend you the money if the house does not appraise for the value of the purchase price!

TITLE SEARCH –
A title search is a search that will reveal any liens and violations presently recorded on the property.  Any violations that are on record are the responsibility of the seller to clear up prior to closing, unless you have agreed otherwise.  All liens including the seller’s mortgage will be paid off at the closing and both your mortgage and deed will be recorded.  
Another document that the title company will provide you with, unless they can’t find one on record, is the survey.  The survey is important because it tells you where your property lines are.  This is important because if the seller’s fence is on his neighbor’s property, you can run the risk of getting sued.  So it is always important to make sure your lawyer has the title company find one in the records or order a new one.  The $600 - $700 that you may have to spend to get a new one, may save you grief and aggravation in the long run.

ARE WE THERE YET?
No doubt you will be a whirlwind of emotion – some days excited, some days unsure and some days depressed.  The mortgage process takes time.  The bank has to check you out before they will lend their money to you.  BE PATIENT!

MORTGAGE COMMITMENT – 
Once the bank has approved your loan, a commitment will be issued.  This is the bank’s promise to lend you the money.  It sets out the terms and conditions of the type of loan the bank is willing to lend you.  Once this is issued and unless the bank is asking for additional items from you, you will not be far away from scheduling a closing.  The file will then be sent to the bank’s lawyer who will then make a final review of the file and title report and give a clear to close.

SETTING A CLOSING DATE –
Once the file is cleared, the file will be scheduled between all lawyers involved.  Generally the closing will be held at the bank’s lawyer’s office.  The bank’s lawyer will provide your lawyer with the amount available from the mortgage after the bank and their lawyer  take out their fees.  With this figure and a title bill, your lawyer will be able to give you an amount that you will need for closing.

FINAL WALK THRU –
After the closing is scheduled, you want to contact the realtor and schedule a final walk thru of the property.  You want to make sure the seller hasn’t done anything to the house from the first time you saw it.  This is important!  Don’t waive your right to a final walk thru.  This will be your only chance to address any items that may come up.  The walk thru should be done on the evening before the closing.  

CLOSING DATE –
You are finally here!  Stay calm.  Bring your photo id to the closing along with whatever monies you were instructed by your lawyer to bring.  Rest up the day before – you will need it!  There is a lot of signing to do.  The average closing takes approximately 2 – 2 ½ hours. When it’s all over, go out and celebrate.

