
How to Become a Buyerz

You are about to embark on one of the most 
important and exciting decisions in your life-
time, the selection and purchase of a home.  
It is a decision that will bring you years of 
comfort and joy,  Yet, the idea of spending 
your free time evaluating homes and neigh-

izing the purchase can be an overwhelming 
process.  For some buyers, the process is 
tedious and confusing.  This is why consult-
ing a professional REALTOR  is a smart 
decision.

with your agent the type of home you be-
lieve will be right for your needs.  Is your 
family growing?  Do you entertain a lot?  
Garden?  Barbeque?  Work at home?  Are 

Your REALTOR ’s expertise and experi-

right home of your dreams.  He/She has access 
to the Multiple Listing Services (MLS), 
which provides information on virtually 
every home for sale in the market.  This is a 
useful tool because it provides the most cur-
rent comparative information available for 
more informed shopping.

In addition, your agent will show you homes 

have the resources to help you understand 
how much a lender will let you borrow and 
on what basis it’s calculated.  Once you have 
calculated a price range, your REALTOR   
will work with you to establish the criteria 
that will lead you to the right home.

ALTOR   can assist you.  He/She cannot suggest a 
lower price than what is listed, but she can tell 
you what comparable homes are selling for in the 
same neighborhood.  Your REALTOR   will act 
as the intermediary between you and the seller 
who is likely to also be represented by an agent.  
If there are negotiations over price, closing dates, 
contingencies, and items – such as appliances – to 
be left or taken, your REALTOR   will be your 
representative.

do in a short period of time.  Your REALTOR  
will direct you to a lender, and inspection and 
insurance professionals and Stewart Title for your 
escrow and title needs.  He/She will keep you on 
track and organized.

Shop smarter… not harder.

Fine tune those dreams of your next home by 
working on the answers to two questions:

2. What are your needs and preferences in a 
home?

Though you may be willing to spend until it hurts, 
the name of the game is how much a lender calcu-

  will put 
you in touch with a lender that she trusts to help 

institution will lend you).

In general lenders allow your total monthly hous-
ing costs to go as high as but not more than 30% 
of your gross monthly income.  The second re-
quirement is that not more than 36% of your 

that you can comfortably afford. He/She will 

borhoods, figuring your down payment and
monthly costs, applying for a loan, and final-



gross monthly income can be tied up in total monthly house 
payment and payments on outstanding long term debt.

Lenders use slightly different formulas for arriving at “total 
monthly house payment”.  These costs generally include 
your mortgage principal and interest payments, property 
taxes as a monthly figure, and hazard insurance as a 
monthly figure.  These four items are referred to as PITI 
(principal, interest, taxes and insurance).  If you’re required 
to pay private mortgage insurance (PMI) because your 
down payment is less than 20%, those premium payments 
will also be included.  If you decide to buy a condominium 
or town house, the monthly homeowner’s association fees 
will be included.  Keep in mind these formulas aren’t cut 
and dried and things change from lender to lender, so your 
best bet is to consult.

Get Your Financing in order

You can get together with a lender to get your loan applica-
tion completed and the financing process started.  Be pre-
pared to provide the lender with copies of any important 
and necessary information.

Making your Purchase

Once you have found the perfect house, your REALTOR�  
will take you through the purchasing process:

Submit your offer to buy the house.  The seller may accept 
your first offer, or you may go through one or several 
counter-offers before you and seller agree on the terms of 
the sale.  Once you both agree, you have a contract of sale, 
which spells out the details and responsibilities of all par-
ties involved in the transaction.

Making the Decisions About Your Purchase

Below are some of the items you will need to consider and 
how the purchase process works.

How Much Should You Offer to Pay?

Should you offer to pay the seller’s asking price or a lower 
one?  Consider such factors as:  How long has the house 
been on the market?  Is its price reasonable?  Your REAL-
TOR�  can show you comparable home sales (comps) for 
similar properties in the neighborhood to help you.  How 
competitive is the area’s home buying market?  If the seller 

is offering an assumable mortgage or financing, 
how much is it worth to you?

What Happens to the Earnest Money?

A “deposit” is made in part, to show the seller 
your seriousness about buying.  Your REAL-
TOR�  will inform you the amount that is usually 
given in you area.  The seller doesn’t actually re-
ceive the earnest money.  A third party, Stewart 
Title, holds the amount in a special trust or es-
crow account until the sale is closed or the con-
tract is broken.

How Does The Seller Prove the “Title” is 
Clear?

A “title” spells out who has the right to ownership 
of a property.   It is said to be “clear” if there are 
no substantial claims or liens (such as a mort-
gage) against it.  A standard contract ask you, in 
essence, how you want the seller to show you that 
he or she owns the property and that the “title” 
has no claims against it that would prevent trans-
fer to you.

A “title search” is done by Stewart Title and an 
Owner’s Policy of Title Insurance is issued.  In 
order to issue this insurance policy, which pro-
tects you against losses that come from claims 
against the title, Stewart Title first searches the 
title.  Because you are insured (usually for the 
sales price), the owner’s insurance provides the 
most protection.

A Title Report is prepared showing a brief history 
of the ownership and any legal documents that 
affect its title.

What conditions do you want to place on the 
home you’re buying?

When you commit to buy the home through your 
offer, you may make that commitment contingent 
upon certain things happening, such as you secur-
ing financing for the home.  In a similar vein, you 
may make the purchase contingent upon the sale 
of your present home by a certain time and under 
certain terms.



You will also want to make sure the home is in good shape. 
You may make the contract subject to your being satisfied 
with a building inspector’s report and/or an inspection for 
termites.  The purchase should also be subject to your being 
satisfied with your own inspection of the home just prior to 
closing.

What are you buying?

The contract should spell out everything that is part of the 
purchase that may not be clearly part of the real estate.  
Common items that could cause questions include appli-
ances, light fixtures (such as the chandelier in the dining 
room), shades, blinds, curtains and rods, sun screens shelv-
ing or cabinets, potted flowers, shrubs and trees, or perhaps 
a swing set that is cemented down.

What special provision should be included?

Most contracts for sale include some standard provisions, 
such as one for property taxes, insurance costs, utility bills, 
and special assessments to be prorated at closing between 
buyer and seller.  Others outline particulars about what 
happens if the property is damaged before closing or if the 
seller or buyer fails to go through with the sale.  You may 
want to add your own special provisions.  For example, you 
may want a new homebuilder to provide you with home 
warranty insurance at no cost to you,

The settlement process

All the pieces are starting to come together.   Your lender 
has approved your loan.  Except for the seller’s paying off 
the existing mortgage, the title is clear.  The property in-
spector you hired has submitted a report and finds no major 
structural or mechanical flaws in the house.  You, your RE-
ALTOR�, and the seller’s agent have completed a “walk-
though”, a final inspection of the property  (The walk-
through inspection assures you that no damage has occured 
since the property inspector looked at your house, or that 
work you specified in the contract was completed.)

What are all those closing costs?

After you applied for your loan, you should receive form 
your lender a “good faith estimate” of the fees charged for 
closing.  This good faith estimate includes fees charged not 
only by the lender, but all parties involved.

The uniform settlement sheet you receive at clos-
ing will be divided into categories so that it’s eas-
ier to see what the chares are related to.  For ex-
ample, some of the categories are:  payments 
connected with loan, the title, money that must be 
placed in escrow, money that must be paid in ad-
vance to the lender, the broker’s commission, re-
cording fees, and document preparation fees. 

In your contract, you and seller agree who will 
pay what and although it’s likely you won’t be 
paying all the closing costs, here’s a general run-
down on what some of the costs include.

Charges related to the loan

The loan origination fee covers the lender’s ad-
ministrative costs.  The loan discount, referred to 
as points (each point being equal to 1 percent of 
the loan amount), is extra interest paid to the 
lender to make up the difference between market 
interest and the interest of the loan.

Why do lenders charge points?

Whenever governmental regulation, state usury 
laws and/or competitive practices prohibit the 
lender form charging a rate of interest which 
would make the real estate loan competitive with 
other fields of investments, the lender must seek 
some other methods of increasing the yield for the 
investors.  By charging “points”, the lender can 
bring the real estate loan up those other invest-
ments.  Please contact your lender for additional 
information.

Are “points” called by different name?

Yes.  Commitment Fee, Discount Fee, Warehous-
ing Fee, Funding Fee, etc.

Who must pay the points?

FHA:  The Buyer is usually charged with the 
Loan Origination Fee.  The Discount Fee can be 
paid by the Buyer or Seller. 

VA:  The Buyer is usually charged with the Loan 
Origination Fee and the Funding Fee.  Discount 
Fee may be paid by Seller, Buyer or split.



Conventional:  Points can be paid by the Buyer, the Seller 
or split between the two.  State on Contract of Sale!

City/County/State government sponsored loans:  As pub-
lished by them.

Do the number of points charged fluctuate?

Yes.  If rates on mortgage loans are lower than other in-
vestments (such as stocks, bonds, etc.) then funds will be 
drawn away from the mortgage market.  Also, when there is 
a heavy demand upon the money market because of busi-
ness needs, military requirements or other government bor-
rowing, the result is that money for home mortgages be-
comes scarce and more expensive.  When that occurs, more 
points can be charged.  Points balance the market.  Points 
are not set by government regulation but by each lender 
individually.

Is FHA or VA financing unfair to sellers?

No.  Homes can sell faster because more buyers can qualify 
with the lower down payments requirement, lower interest 
rate, or long term loans with lower monthly payments.  The 
purpose of these loans is to provide purchasers the opportu-
nity to buy homes with minimal cash investment thus pro-
viding a bigger market for sellers.

Are points deductible for income tax purposes?

Points on a home are deductible if they are generally 
charged in the geographical area where the loan is made.  If 
you are in doubt about points being deductible you should 
contact your tax return preparer.

Other charges will most likely include an appraisal fee (to 
make sure the house is worth what you’re paying for it, 
thereby assuring the lender that the house has enough value 
to cover the loan amount), and a credit report.  If you are 
required to pay PMI (Private Mortgage Insurance for less 
than 20% down) a charge will be included since the lender 
obtains the insurance for you.  If you are assuming the 
seller’s mortgage rather than getting a new loan, an as-
sumption fee will be listed.

Items paid in advance to the lender

Items paid in advance generally include mortgage interest 
(from the closing date and the date your first payment is 

due), the first year’s hazard insurance, and if re-
quired, the first year’s PMI premium

Deposits or reserves with the lender

Extra amounts (usually 2 months) for hazard in-
surance, property taxes (this depends on the time 
of year you close the transaction), and PMI (if 
required).  If you are buying a condominium or 
town house, you may also have to pay some por-
tion of the homeowner’s association fees.

Title charges

Title charges include fees for the title search and 
fees for preparing the documents for closing and 
transfer of title.  There will be a one time fee/
premium for the owner’s title insurance and a one 
time fee/premium for the lenders title insurance.  
For more information, please refer to the title and 
escrow section

Recording and transfer charges

These fees are for recording the Deed of Trust 
(mortgage) and grant deed.  There may also be 
transfer fees which are fees for transferring prop-
erty, and notary fees.

Closing

Before closing, any issues (such as problems you 
found during the walk through) should be re-
solved.  The closing becomes a formality in 
which your Stewart Title Escrow Officer will ex-
plain the documents and will ask you to review 
and sign them.

As a buyer, you’ll sign a note in which you agree 
to pay back the mortgage loan and pledge the 
house as security until it is paid off.  You’ll also 
sign a number of other documents that are re-
quired by the government and acknowledgments 
that you have received all the information you 
should have about the loan and the transaction.  
Don’t be surprised if some of the documents seem 
repetitive.



 

    

    

  

 

 

Who’s Who in Lending?

• Savings and Loan Associations 
Historically Savings and Loans (S & L’s) have concentrated their lending activities 
toward the home loan business. However, in recent years, with major deregulation by the 
government the savings and loan organizations have expanded their services to virtually 
match the activities of banks. The S & L’s offer checking accounts, savings accounts, 
personal, commercial, and business loans, safe deposits, as well as home loans. Though 
all of these services are offered by S & L’s, their primary lending concentration is still on 
the housing industry. 
 
• Commercial Banks 
Generally speaking, commercial banks are the most diverse and active of all finance 
institutions or entities. These banks offer all types of services including: savings 
accounts, many specific investment options, charge cards, as well as commercial, 
personal, residential, agricultural and business loans, plus all other banking related 
services. Commercial banks are definitely the leaders of the lending industry. 
 
• Mortgage Bankers 
Mortgage bankers usually will use their own money to fund mortgages, however, they 
ultimately sell the loans to another entity such as a bank, a savings and loan association, 
pension or retirement funds, private investors or one of the government agencies like 
FNMA or GNMA who purchase residential mortgages. 
 
When mortgage bankers sell a block of mortgages to an investor, they will often retain 
the servicing of these loans. This means that the mortgage banker will continue to be 
responsible for the collection of the payments from the individual borrowers. The 
mortgage banker is paid a small percentage of the interest (usually ¼ % to ½ %) for this 
servicing agreement. 
 
• Mortgage Brokers 
Unlike mortgage bankers, mortgage brokers do not actually loan their own money. For a 
fee, mortgage brokers will actually arrange financing for a borrower from a lender. This 
lender could be a bank, a savings and loan, a private individual or another entity such as a 
credit union or pension fund. 
Mortgage brokers act as a middleman between the borrower and the lender by arranging 
the financing for which they are paid a commission or a fee. This fee may be paid by the 
borrower, the seller or even the lender. 

There are four main sources from which borrowers will obtain their home loan; savings 

and loan associations, commercial banks, mortgage bankers, and mortgage brokers. 



 

    

    

  

 

 

Obtaining a Loan

Once you’ve examined your credit record and your financial matters are in order, pay a 
visit to a lender, mortgage company, savings and loan, bank or credit union. Your 
Realtor may provide you with several names of lenders who have proven reliable in their 
previous transactions. 
 
Apply for your loan as soon as possible. In fact, it’s a good idea to know what you can 
afford before you even begin looking for your new home. A good lender can translate 
your earnings and credit results into a loan amount that you can manage, while 
recommending the best type of mortgage program based on your goals. This 
prequalifying 
 
meeting with a lender is to “search and obtain information” only and should be 
free of charge to you. When you are ready to negotiate and obtain a loan, talk with 
several lenders – compare program rates, costs and service and then select the one 

that can put together the best package to fit your budget and overall needs. 
Basics – it may vary, but the lender needs this information for the application: 

 

• Address of residence(s) for the last two years 
• Social Security Number(s) 
• Driver’s License or other valid picture identification 
• Names and addresses of employers for the last two years 
• Two recent pay stubs showing year-to-date earnings 
• Federal tax returns for the last two years 
• W-2’s for the last two years 
• Last two months of statements for all checking and savings accounts 
• Any loans owing – names, addresses, account numbers, and payment amounts 
• Addresses and estimated value of other real estate property owned 
• Your best estimate of the value of your personal property 
• Divorce decree, if applicable 
• For a VA loan, a “Certificate of Eligibility” or DD214 s 
• Funds to pay upfront for the credit report and property appraisal 
  

Once you have received a pre-approval from a reputable lender, your negotiating position 
is strengthened. It shows agents and sellers that you are prepared and serious and ready 
to buy a home today. 



Note: Steps may vary. If you are pre-approved, all verifications of your information
have been ordered and reviewed.  Upon receiving an accepted contract, the lender then
orders the appraisal and “approves” the value of the property. Your information will
also be updated prior to the funding of the loan.

Loan Application
Prepared

Reviewed By Manager
Assigned to packager/
Check sheet filled out 

Loan File Opened 
Information Ordered 

Appraisal
Credit Report 
Verifications

Title Information
Others, in writing…

Five-Day follow-up on 

items not received 

Information Received
To Underwriter 

Underwritten

Approved Denied Suspense

Commitment letter out

Documents ordered 

Documents returned 
Funds ordered

Loan closes

To Funding

Notice to branch

Branch forwards

File returned to process

Conditions to packager

Packager fulfills

Return for approval

The Loan Process



WAYS TO TAKE TITLE IN ARIZONA

Community

Property

Community

Property

 with Right

Of Survivorship

Joint Tenancy

With Right

Of Survivorship

Tenancy in

Common

Requires a valid
marriage between
two persons

Parties need not be
married: may be
more than two joint
tenants

Requires a valid
marriage between
two persons

Parties need not be
married:  may be
more than two
tenants in common

Each spouse holds
an undivided one-
half interest in the
estate

Each joint tenant
holds an equal and
undivided interest in
the estate, unity of 
interest

Each spouse holds
an undivided one-
half interest in the
estate

Each tenant in
common holds an
undivided fractional 
interest in the 
estate.  Can be 
disproportionate.
(i.e., 20% - 80% or
60% - 40%)

One spouse cannot
partition the property
by selling his or her
interest

Requires signatures
of both spouses to
convey or encumber

Each spouse can 
devise (will) one-half
of the community
property

Upon death the
estate of the
decedent must be
“cleared” through
probate, affidavit or
adjudication

One joint tenant can
partition the property
by selling his or her
joint interest

Requires signatures
of all joint tenants to
convey or encumber
the whole

Estate passes to
surviving joint
tenants outside of
probate

No court action 
required to “clear”
title upon  the death
of joint tenant(s)

One spouse cannot
partition the property
by selling his or her 
interest

Requires signatures 
of both spouses to 
convey or encumber

Estate passes to the
surviving spouse
outside of probate

No court action
required to “clear” title
upon the first death

Each tenant’s share
can be conveyed,
mortgaged or
devised to a third
party

Requires signatures
of all tenants to
convey or encumber
the whole

Upon death the
tenant’s 
proportionate share
passes to his or her
heirs by will or
intestacy

Upon death the
estate of the 
decedent must be
“cleared” through
probate, affidavit or
adjudication

Both halves of the
community property
are entitled to a
“stepped up” tax
basis as of the date
of the death

Deceased tenant’s
share is entitled to a
“stepped up” tax
basis as of the date
of the death

Both halves of the
community property
are entitled to a 
“stepped up” tax
basis as of the date
of the death

Each share has its
own tax basis

NOTE:  Arizona is a community property state.  Property acquired by a husband and wife is presumed to be community property unless legally

specified otherwise.  If a married person acquires title as “Sole and Separate”, his or her spouse must execute a disclaimer deed to avoid the

presumption of community property.  Parties may choose to hold title in the name of an entity, e.g. a corporation, a limited liability company, a

partnership (general or limited), or trust.  Each method of taking title has certain significant legal and tax consequences.  Therefore, you are

encouraged to obtain advice from an attorney or other qualified professional.



CLOSING COSTS:  WHO PAYS WHAT
This chart indicates who customarily pays what costs. Please reference the purchase contract for variations.

1.   Down payment

2.   Termite (Wood Infestation) Inspection

3.   Property Inspection (if requested by Buyer)

4.   Property Repairs, if any (negotiable)

5.   New Loan Origination Fee (negotiable)

6.   Discount Points (negotiable)

7.   Loan Document Prep Fee

8.   Credit Report

9.   Appraisal or Extension Fee (negotiable)

10. Interest Proration on Seller’s Existing Loan

11. Existing Loan Payoff/Payoff Demand

17. Assessments Payoff or Proration

18. Property Taxes

19. Tax Impounds

20. Tax Service Contract

21. Fire/Hazard Insurance

22. Flood Insurance

23. HOA Transfer/Disclosure Fee

24. Current HOA Payment

25. Next Month’s HOA Payment

26. Home Warranty Premium (negotiable)

27. Realtors’ Commissions

28. Homeowners Title Policy

29. Lenders Title Policy & Endorsements

30. Escrow Fee

13. Next Month’s PITI Payment

14. Prepaid Interest

15. Mortgage Transfer Fee

16. FHA MIP, VA Funding Fee, PMI Premium

12. Loan Prepayment Penalty (if any)

31. Recording Fee (flat rate)

32. Reconveyance & Tracking Fee

Note:  Prorated items will appear on Closing Statement as charges for one and credits for the other.

33. Courier/Express Mail Fees
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BUYER BUYER BUYER BUYER
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CASH CTM FHA VA CONV

SELLER SELLER SELLER SELLER

SELLER SELLER SELLER SELLER

SELLER SELLER SELLER SELLER

SPLIT

SELLER SELLER SELLER SELLER SELLER

PRORATE PRORATE PRORATE PRORATE PRORATE

SELLER SELLER SELLER SELLER SELLER

PRORATE PRORATE PRORATE PRORATE PRORATE

SELLER SELLER SELLER SELLER SELLER
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SPLIT SPLIT SPLIT SELLER SPLIT

SPLIT SPLIT SPLIT SPLITSPLIT

SELLER SELLER SELLER SELLER SELLER
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SELLER SELLER



BUYER

Selects a Realtor
SELLER

Selects a Realtor

SELLER

Prepares House For
Showing & Selling

BUYER

Pre-Approved By Lender
If New Loan Needed

BUYER

Views Homes with Realtor

Inspection Reports Sent
To Applicable Parties 

and Reviewed

Title Commitment Received
& Approved by BUYER

Closing Documents
Prepared By
Stewart Title

Separate Appointments Set:
BUYER & SELLER

Sign Documents

Documents Recorded
And Escrow Closed

SELLER

Reviews & Accepts Contract
From BUYER

Escrow Opened At
Stewart Title

& Title Commitment Ordered

BUYER

Receives Final Loan
Approval From Lender

Loan Documents
Returned

To Lender For Review

Stewart Title

Ensures All Contract
Conditions Have Been Met

After Recording Confirmed,
Stewart Title

Disburses Funds

BUYER

Advises Lender of
Home Insurance Company

Final Documents Sent
To Interested PartiesBUYER

Receives Keys 
From Realtor

BUYER

Selects Home And
Submits Contract With

Loan Status Report
(LSR)

Various Inspections
Ordered

Appraisal Ordered &
Completed By Lender

Loan Documents Prepared
By Lender

And Sent to Escrow

BUYER

Deposits Required Funds

Lender “Funds Loan”
(Sends Funds to Escrow)

THE LIFE OF AN
ESCROW



z Why Do You Need
Title Insurance? z

To protect possibly the most important 
investment you’ll ever make –
the investment of your home.

A Lender goes to great lengths to minimize 
the risk of lending you the money you need 
to buy a home.  First, your finances, past and 
present are checked to ensure your ability to 
re-pay.  Then, your lender goes a step fur-
ther.  He or she makes sure that the quality of 
the title to the property you are about to buy 
and which you will pledge as security for the 
loan is satisfactory.  The lender does this by 
obtaining a lender’s policy of title insurance 
(often referred to as the ALTA policy).

The lender’s policy doesn’t protect you.

The lender’s policy protects the lender 
against loss due to unknown title defects at 
the time of the sale and in the future.  But 
this policy only protects the lender’s interest.  
It does not protect you.  That’s why you need 
an owner’s policy, which will be issued at 
the same time as the lender’s policy for a 
one-time fee.

How can there be a title defect if the title 
has been searched and a loan policy is-
sued?

Title insurance is issued after a careful ex-
amination of copies of the public records.  
But even the most thorough search cannot 
absolutely assure that no title hazards are 
present, despite the knowledge and experi-
ence of professional title examiners.  In addi-

tion to matters shown by public records, other 
title problems may exist that cannot be disclosed 
in a search.

What Title Insurance Protects against.

Here are just a few of the most common hidden 
risks that can cause a loss of title or create an en-
cumbrance on title:

  False impersonation of the true owner of 
the property,

  Forged deeds, releases of wills
  Undisclosed or missing heirs
  Mistakes in recording legal documents
  Deeds by persons of unsound mind
  Deeds by minors
  Deeds by persons supposedly single, but 

in fact married
  Liens for unpaid inheritance, income of 

gift taxes
  Fraud

What protection does title insurance provide 
against defects and hidden risks?

Title insurance will pay for defending against 
lawsuits attacking your title as insured, and will 
clear up title problems or pay the losses.  By 
combining expertise in risk elimination at the 
time of issuing a policy, and protection against 
hidden risks as long as the policy remains in ef-
fect, your title insurance protects against title loss.


