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Introduction

A Purpose and Goals of Homebuyer Counselling

- Defining your home buying readiness

- Developing strategies to achieve homeownership

- Build confidence in abllities, position, and role in the
process




Introduction

AMajor Elements

- Understanding the process
- Introduction to practitioners
- Information about the steps

- Providing tools to develop
strategy, programs for buyers

EEEEEEEEEEEEEEERER
e |

1 2 3



| - Introduction

Course Will Include

. Introduction

Budgeting and Credit

u.  Obtaining Mortgages

Iv.  Housing Search Process

v.  Legal Issues

vi.  Home Inspections

vil.  Appraisals

vii.  Insurance

Ix.  Successful Homeownership




Introduction

Housing Nantucket (NHA Properties Inc.):

Housing Nantucket is a private, not -for -profit corporation whose
mission is to create sustainable community housing opportunities for

Nantucket.

Primary focus areas: Housing Development, Housing Management, and
Technical Assistance/Education

Funded in part by Community Preservation funds, with support from
local banks
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Introduction

AHandouts:

- Advantages and disadvantages
of homeownership

- Homebuyers Roadmap

- Role of Professionals
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Introduction: Session | Speakers

Banking
Beth Ann Meehan 9 Pacific National
Julie Bell d Nantucket Bank

Kim Guertin d Nantucket Bank




Budgeting and Credit

AWhat is Budgeting?

- A plan to reach a goal
- A guide to help organize

- A strategy for spending and
saving




Budgeting and Credit

AWhy is it important?

It will help you reach your financial goals

It will help you determine what you can afford

It will help keep track of where your money is being spent \

It can help you increase savings

It will help you protect against emergencies

Having a plan is IMPORTANT. We are unique, but a plan helps us all. It gets
you focused on where you have been and where you are going.

- Budgeting websites (such as Mint.com)




Budgeting and Credit

ADeveloping a Budget - Where are you now?
ANet income
A Salary alimony, support, etc.
AFixed expenses
Alnsurance, loans, support, credit cards, etc.
Aovariable fixedoé = food, wutilidt

ADiscretionary expenses

A Lottery, vacations, beauty, video/entertainment, pets,
donation, dining out, cable, etc.




Budgeting and Credit

ANet Worth
AAssets 8 Liabilities = Net worth

AThe cash assets available in net
worth is a base to determine how
much more you need to save for a
sufficient down payment and to
cover closing costs when
purchasing a home.




Budgeting and Credit

ADeveloping a Budget &
Where do you want to be?
- Setting priorities

- Setting goals




Budgeting and Credit

A SUMMARY

- Establish a budget for the next three months oknow what ds con
what 0s going out.

| f you have to reach 1 nto your wall et

Set realistic goals. Donot try to cha

Include all family members. If everyone takes a role in setting the goals
and budget, they will be more apt to follow it.

Dondt get discouraged. | f the budget
the next three months.

-You control the money. Dondot | et you




Budgeting and Credit

ABudgeting as a Renter vs.
Budgeting as a Homeowner

- Costs of homeownership

- Utilities, taxes, repairs,
foreclosure

- Differences in expenses

- More on night three



Budgeting and Credit

A Credit Reports
- What a credit report includes
- How to read your credit report
- How to change a credit report
A Building a Credit History
- Buying a home if you have no credit history
A Signs of Credit Problems
A Repairing Credit




Budgeting and Credit

AGood Credit is the MOST important element in obtaining a
mortgage.
AFew people have perfect credit.
ACredit helps lenders check:
- Habits
- Credit risk
- Paid bills on time?
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Budgeting and Credit

AWhat Does a Credit Report Cover?
|dentification and Employment information

Payment History ,é‘y
Inquiries (\
Public Records /

AHow to Read a Credit Report
- Types of Accounts

- Terms (Automated/Manual)
- Types of Accounts (installment, revolving, open)




Budgeting and Credit

A How to Change a Credit Report

- A creditor who reported the information is the only person who can remove
the negative information.

-Be WARY of organization that can ocl e
A If negative information is TRUE:

- Pay it off

- Wait for it to be off of your report (7 years)
A If negative information is FALSE:

- Fill out dispute form/write request for investigation

- Within 30 days, credit bureau must verify information

- Isit IDENITY FRAUD?
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Budgeting and Credit

A Credit Problems

AToo MUCH credit (even if it is unspent)

AToo LITTLE credit

Build your history by opening a checking account

Start a savings account

Apply for a credit card d and keep it paid off on time

Apply for secured credit card

Join a credit unit

Find someone to co-sign
Alf you have NO credit & may be able to buy a home, talk to a lender.




Budgeting and Credit

A Signs of Credit Problems

Are you near or at the limit of your lines of credit?

Do you make only the minimum payments on your revolving charge accounts?

Do you not have any money saved for unforeseen circumstances?

Are you unaware of the total amount of your debt?

Is 15% or more of you take home pay used for debt?
A Signs of Credit DANGER

- Are you borrowing to pay for items that you should buy with cash?

Do bill collectors call you or are you receiving overdue notices?

Are you behind on the basics, such as rent or utilities?

Do you ever skip some bill payments to make others?

Do you make some bill payments by taking out new credit?
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Budgeting and Credit

A Repairing Credit

Cut up your cards
Renegotiate your payment plan
Contact creditors, set up a plan

Write your agreed upon payment plan ‘

Make payments on time

Save receipts ‘

Make sure creditor report information

Call Consumer Credit Counseling Service d800-208-2227 or
www.creditcounseling.org



http://www.creditcounseling.org/

Obtaining a Mortgage

ATypes of Lenders
- Banks ®)

- Mortgage companies
- Credit unions . ﬁ\
@@m'/ 70{?‘
( /
Ry
AFHA - VA /
AMassHousing (MHFA)

- Secondary Market

AFannie Mae
AFreddie Mac
- Other Players




Obtaining a Mortgage

APre- qualification vs. Pre - approval
- Pre-qualification

- Pre-approval




Obtaining a Mortgage

AMortgage Application Process

AThe ofour Csbé
- Capacity
- Capital
- Credit
- Collateral




Obtaining a Mortgage

Alnformation required for the mortgage application:
- Pay stubs (3 or 4 most recent)
- Two years of W -2s and Federal income tax returns
- Landlord name and address or cancelled rent checks
- Employer name and address
- Copy of signed P&S
- Bank statements
- Stock and bond statements
- Information on loans
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Obtaining a Mortgage

Alnformation required for the mortgage application:
- Credit card statements
- Green card
- Name of real estate agent
- Cancelled earnest money deposit

- Copy of divorce decree, separation agreement and or
child support information

- Information on other real estate owned
- Self Employed?

- Additional Info (for example: change in jobs, gap Iin
employment, recent graduate)
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Obtaining a Mortgage

AWhat happens next?
-Application, r-ie-temding@sclasur® Tr ut h

Open the file

Processing

Lender Underwriting

Mortgage Insurance Underwriting

Pre-Closing
HUD settlement
Closing




Obtaining a Mortgage

ADown Payment
- Need to verify source (gift, etc)

AClosing Costs

-Attorneyos fees,
appraisal fee, credit report fee,
survey, etc.

- Generally 1% to 5% of cost of home

APrivate Mortgage Insurance i

- Extra insurance for homebuyers with
less than 20% down payment




Obtaining a Mortgage

AAnatomy of a Mortgage Payment

APITI=

- Principal
- | nterest
- Taxes f ‘ ’
- | nsurance
- Hazard, Mortgage, Flood ‘




Obtaining a Mortgage

ATypes of Mortgages

- Fixed -Rate

o o
- Adjustable Rate ‘ ﬁ

Factors to consider when deciding

on the best type of loan Wm
— 7




Obtaining a Mortgage

ASpecial Mortgage Programs
- Soft Second Mortgage

- Purchase rehab mortgage

- Other mortgage programs

AVA, FHA, FmHA, etc.

ADifferent terms and conditions
ACondos, Two Family
ADifferent down payments
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Soft Second Income Limits

House Hold Size 80% Income 100% Income

$54,550.00 $62,230.00
$62,300.00 $71,120.00
$70,100.00 $80,010.00
$77,900.00 $88,900.00
$84,150.00 $96,012.00
$90,350.00 $103,124.00
$96,600.00 $110,236.00

—
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SoftSecond - Structure

A77% First Mortgage & homeowner pays principal and
Interest (conventional mortgage)

A20% Second Mortgage & homeowner pays interest only for
first ten years, principal and interest from year 10 on.
During the first ten years a substantial portion of the
Interest due can be paid by either MHP

A3% Down Paymentd of this, at least half must be
homebuyer s own money, but ot
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SoftSecond

Years 1.5 Years b Years 8 Yoars 9 Years 10 Years 11.30

® Interest Subsidy $141.51 $135.66 $56.89 $28A44 $0.00 $0.00
Borrower 2nd $87.53 $93.38 $144.14 $172.15 $200.60 $229.04 $339.57
m Borrower 15t P&I $883.91 $883.9 $883.91 $883.91 $883.91 $883.91 $883.91
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Obtaining a Mortgage

AShopping Around for the Best Mortgage
- Interest rate
- Other loan terms
- Interest rate lock -iIn
- Origination fee

- Application fee \/

- Points




Obtaining a Mortgage

AShopping Around for the Best Mortgage
- Annual percentage rate

- Down payment requirement %
- Eligibility criteria

- Qualifying ratios
- Closing cost estimate
- Processing time
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Obtaining a Mortgage
ASub Prime and Predatory Lending

- Sub Prime Loans
AHigher interest rate for people with lower credit scores

AThe economy changed the availability of these loans
- Predatory Loans 6 Never a good idea!

AMore expensive

AExcessive fees

APre-payment penalties

AStripped of equity

Shop around to make sure you are getting the best deal
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