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homebuyer education

section 1
introduction

introduction
are you ready to buy a home?

I. Why is homebuyer education important?

Owning a home takes a lot of time, money, and energy, so not only is it important to be
educated about the process, but also about homeownership. A buyer needs to weigh
carefully the pros and cons of ownership and take a realistic look at the process. Homebuyer
education classes help the consumer have a realistic view of owning a home.

A. Informed consumer
1. Knowledge is power.

Learn the process so you are in the driver’s seat on this journey through the
homebuying process.

2. Read documents, ask questions, and get answers before signing anything.

As you start the process, there will be many documents, forms, and papers, and
sometimes you may not understand all that is being presented to you. Please read
all documents and do not sign anything until you understand it completely. This
homebuyer education class will help you understand the steps and will also look at
some sample documents that you will encounter through the process.

3. Never sign blank or incomplete documents.

Throughout the process, there will be forms that you will need to sign, and other
final forms at closing. Never leave a document blank. Some might suggest that you
leave it blank, and that you can come back to it later; if it is not complete or you do
not understand it, do not sign. All documents need to be reviewed, addressed, and
signed at the time of processing.

B. Source of information for current and future decisions relating to homeownership

A buyer should always attend a homebuyer education class, whether the loan program
requires it or not. These classes are free and will teach you about the home purchase

in order to help you make informed decisions throughout the process. Individual
counseling from a local nonprofit housing counseling agency can provide you with

an in-depth analysis of your financial situation. The housing counselor can give you
recommendations on how to address any specific obstacles to homeownership. Contact
your homebuyer education provider to follow up on questions that arise.



C. Access to special programs

There are programs in our community that can help buyers with down payment, low
interest rate loans, and closing costs. Grants may also be available.

1. A wide variety of programs are available in the state to help first time homebuyers.
Each program has its own guidelines and requirements.

2. There might be some VA incentive programs available to qualified veterans. Since
these programs change from time to time you might want to check with your lender
or the VA Administration for information about available programs.

3. Check websites or directly contact a local housing nonprofit or county agency
for information.
Il. What does it mean to be a first time homebuyer?

A. IRS defines a first time homebuyer as someone who has not had an ownership interest in
a main home for the past three years (see IRS Form 5405).

1. There are down payment assistance programs that allow for a displaced homemaker
situation. Per FHA, the term “displaced homemaker” means an individual who:

(@ is an adult;

(b) has not worked full time, full year in the labor force for a number of years but
has, during such years, worked primarily without remuneration to care for the
home and family; and

() is unemployed or underemployed and is experiencing difficulty in obtaining or
upgrading employment. Check with the down payment assistance program you
will be using to see if this applies to you.

Ill. Is homeownership for me?

So many people want to own a home; however, homeownership is not for everyone. Prior to
deciding to purchase, make a list of the pros and cons of homeownership and/or renting.

A. Pros of homeownership

Tax benefits if you itemize deductions
Equity
Forced savings

HwnN =

Stability, especially if you have children in school

B. Cons of homeownership

1. Loss of mobility; owning a home makes it harder to move
2. Increased cost

a. Maintenance

b. Mortgage payments generally higher

c. Utilities can be higher



3. Investment risk
a. Appreciation vs. depreciation

Appreciation is the increase in the value of a property due to changes in the
market, home improvement, or other factors. Depreciation is a decrease

in value of a property due to wear and tear, lack of maintenance, market
conditions, and other factors.

C. Pros of renting

1. Cost of renting might be lower, especially if utilities are included in the rent
2. Repairs are the responsibility of the landlord when renting

3. You have more flexibility to move when your lease ends

D. Cons of renting

No tax advantages

Repairs will be made when the landlord has time

Your rent payment goes to someone else’s asset building
May not have much privacy

Landlord may sell the property — possible eviction

o v kW

Rent may increase

IV. What is the true cost of homeownership?
A. PITI & PMI

As a homeowner, you will have to make your mortgage payments, which include more
than just the principal and interest on the loan. A payment is the sum of the principal,
interest, taxes, and insurance (PITI) broken down into monthly amounts. If you finance
or take a mortgage for more than 80 percent of what the property is worth, you will also
have to pay for mortgage insurance (PMI/MIP).

B. Taxes/Insurance changes

Also, you should always anticipate that your payment will change, even if you have a
long term (15+ yrs.) fixed rate mortgage. Principal and interest payments will remain
the same for the life of the loan on a fixed rate loan, but taxes and insurance are re-
evaluated or re-assessed once a year. Depending on the circumstances, these may go
down, but it is best to expect an increase in payments, resulting in an increase in your
mortgage payment.

C. Increases in housing expenses

Increases in housing expenses are inevitable so you should evaluate whether you are
ready or not for homeownership. If you are experiencing trouble paying your current
bills, you might want to reconsider if homeownership is right for you at this time.



V.  Homebuying process/Approximate timeline

Before you begin searching for a home, you should calculate how much you can afford to
spend on a monthly mortgage. Keep in mind, the “mortgage payment” is not the only thing
that you need to budget for. You also need to plan for the unexpected, as well as routine
maintenance and repairs. It is important to determine a monthly payment that is affordable
before meeting with a lender. The mortgage lender will qualify you for the maximum
amount according to the loan program and guidelines, and it is possible for you to qualify
for a loan that has a monthly payment higher than what you feel comfortable paying. This
class, along with the help of a housing counselor, can help you calculate affordability and
develop a spending plan.

A. Financial preparation

1.
2.

Create a spending plan
Review savings account
a. What are my up-front funds available to pursue homeownership?

b. How much do | have for a down payment?

Review credit report and score

B. Contact loan officers

1.

Loan application

You will fill out a loan application and the lender will collect your documentation.
Typically, you will be asked for information related to income, debts,
employment, etc.

Discussion of loan programs
Loan amount you potentially could qualify for

Before you begin searching for a home, you should calculate how much you can
afford to spend on a monthly mortgage. Keep in mind, the “mortgage payment”

is not the only thing that you need to budget for. You also need to plan for the
unexpected, as well as routine maintenance and repairs. It is important to determine
a monthly payment that is affordable before meeting with a lender. The mortgage
lender will qualify you for the maximum amount according to the loan program and
guidelines, and it is possible for you to qualify for a loan that has a monthly payment
higher than what you feel comfortable paying. This class, along with the help of a
housing counselor, can help you calculate affordability and develop a spending plan.

C. Discuss your wants versus needs with a real estate broker

Determine housing needs and wants according to what is affordable before house
hunting. This will help you avoid the disappointment of looking at houses you cannot
afford. It is very important that your real estate broker listens to your wants and needs
and shows you exactly what you require within your means. When selecting the type
of house and features, you should consider affordability, family size, lifestyle, and other
special circumstances.



D. Begin house shopping!

While shopping for a home, compare and examine many homes on the market. You
should take your time, take notes, ask questions, visit the neighborhood at different
hours of the day, and then begin to narrow your search.

E. Make an offer
1. Consider what works for you before signing a purchase contract.

2. Review dates with your real estate broker to ensure they meet your timeline for
moving and any lease situations.

3. Earnest money

When you find the home in your price range and decide what you are willing to pay,
you will make an offer and the real estate broker will present the offer to the seller’s
agent. You will also be required to include an earnest money deposit to show your
intention to complete the sale.

4. Negotiations

In many cases, an offer to purchase is met with a counter offer from the seller to
change some of the terms in the offer. You and the seller will continue to negotiate
through your agents, until both parties agree to all terms. A real estate contract
should allow you to cancel the deal and have earnest money returned if certain
conditions are not met, such as a satisfactory home inspection.

F.  Lock in your interest rate

Once you have a fully executed and accepted real estate contract, contact your loan
officer to discuss locking your interest rate. Once your rate is locked, request your copy
of the Colorado Lock-in Disclosure Form (two pages).

After you have signed the purchase contract and locked the loan, your lender must
provide you with a Good Faith Estimate (GFE) and an Initial Truth-in-Lending (TIL)
disclosure.

G. Title review and HOA review

When the offer is accepted, you will receive a copy of the title commitment and, if
buying a condominium, a copy of the homeowners association (HOA) documents.
Taking title to a home is like buying a car — it puts the property in your name.

Title insurance ensures the purchase is from the current legal owner as well as other
important insurance coverages related to clear ownership. Your real estate broker

will help you review your title commitment and will help you obtain additional HOA
information (board minutes, financials, etc). Together with your real estate broker or an
attorney, you should review all for potential issues.

H. Inspection

Soon after the offer is accepted, it is wise to hire a professional home inspector to
inspect the property for any defects. If you made the purchase contract contingent on

a satisfactory inspection, you have options to address any problems. If the inspection
shows major problems, you can cancel the contract and have earnest money returned or
counter the seller to make the repairs or reduce the price of the home.



Appraisal

The appraisal is ordered after you have a fully signed and accepted contract and
inspection issues have been settled. The lending institution orders the appraisal to verify
that the current market supports the agreed-upon purchase price. This assures the
lender that if you default on the loan, the property supports the value of the amount
borrowed against it. Many lenders collect this fee up front so if the buyer backs out, the
appraiser is still paid for the service provided.

Loan commitment

Loan commitment is given once the borrower and the property meet all of the lender’s
requirements for the loan.

1. Escrow is the holding of documents and money by a neutral third party prior to
closing. It is also an account held by the lender (or servicer) into which a homeowner
pays money for taxes and insurance. Each mortgage payment thereafter should
include an amount to be added to the escrow account to ensure that funds are
available when taxes and insurance come due.

2. While the loan is in process, there will be a title search to confirm current ownership
and check for any issues that would prevent conveyance of title. A title insurance
policy will be issued to protect the lender (lender’s policy) and the buyer (owner’s
policy) against any loss arising from disputes over ownership of property or title
defects. During this process, you will shop for and purchase homeowners insurance
to protect against losses that result from damage to the home or liability.

Prepare for closing

The final step in the home purchase process is the signing of the real estate and loan
documents, which is referred to as “closing”. This is usually held at a title company and
the house keys are typically given to the new owner.

VI. Key players and their roles in the homebuying process

A.

Counseling agencies

Providers of homebuyer education and one-on-one housing counseling
Lenders

Work with you to find the best loan program to fit your needs

Real estate brokers

Help you find the home and advocate for your best interests in dealing with the
overall transaction
(provided you’ve signed a buyer’s agency agreement with that real estate broker)

Home inspectors
Identify potential mechanical or structural problems with the property
Appraisers

Provide the lender a professional opinion of the property’s current market value



F. Insurance agents
Provide estimates on premiums to insure the property
G. Title companies

Provide the title insurance for the property and present and conduct the closing of the
loan and real estate documents

VIl. Spending plan
A. Why is a household spending plan important?

To buy a home you will need money for the earnest money deposit, up-front loan fees,
down payment, closing costs, and moving expenses. A spending plan is important

not only because it will help you buy a home, but also will help you meet the ongoing
costs of homeownership, along with all your other expenses. A spending plan can help
you and your family prepare for larger financial obligations, such as a car, a home, or
any other expensive items. A spending plan will encourage savings, prepare you for
unexpected expenses, identify wasteful spending, and help in accomplishing your goals.

A spending plan also aids in maintaining good credit by ensuring bills are paid on time.
Keeping a record of your expenses will allow you to always have sufficient funds to meet
your financial obligations and make your payments on time. Over time, this behavior will
bring financial stability to you and your family and maintain a healthy credit history.

B. Items to account for when creating a household spending plan
(template; pre- and post-homeownership)

1. Gross vs. net income

Gross income is the money you earn before taxes and other deductions. Net income
is the money you take home (money earned after taxes and other payroll deductions
have been withdrawn).

2. Wants vs. needs

In order to make rational decisions about how to spend your money, it is important
to think about the differences between “wants” and “needs”. Needs are items that
we must have for basic survival, items such as food, clothing, water, and shelter.
Wants are things we desire but we could live without. When you think of a purchase
you might want to ask yourself, is this a “want” or a “need”? You will be amazed at
the savings you can achieve by approaching your purchases in this manner.

3. Fixed vs. variable expenses

Fixed expenses are usually those living expenses that remain the same each month,
such as rent, utilities, car payments, insurance payments, child support, etc. Evaluate
your fixed expenses to see if there are any you could reduce or eliminate. Do you
really need all your magazine subscriptions? Can you carpool? Variable expenses,
also known as flexible expenses, are those that change from month to month; items
such as groceries, entertainment, and personal items. We tend to spend all the extra
money we have after paying for the fixed expenses on variable expenses. Look into
the variable expenses categories and find where you might be able to reduce or
eliminate spending. Remember, eliminating or reducing spending will allow you to
save more money and achieve financial stability.



Reviewing the cost of homeownership and maintenance

If you are a renter, the primary housing cost is the amount of your monthly rent
and utilities, if these are not included in your rent. If you are a homeowner, your
housing costs will include your mortgage payment (PITI), utilities, and maintenance.
The monthly cost of utilities, which include oil, gas, electricity, and water, may be
higher when you own your home rather than rent. First time homebuyers often are
surprised by how costly basic upkeep is, in terms of both time and money. Repairs
often represent an unexpected expense, so it is very important that homeowners
always have an available cash reserve on hand.

C. Tracking and adhering to a spending plan

1.

VIIl.Savings

How to adhere to a spending plan

Whether you are single or part of a family, you need to commit to a spending

plan in order to manage your money wisely and reach your goals. The first step

is to identify how you are spending money every month. Once you know how
much you have every month and how you spend it, you can start planning your
spending plan. Talk about the difference between wants versus needs. Discuss ideas
on how the people involved can work together to plan, budget, and cut costs. Set
a time each week for yourself and/or your family to talk about the spending plan.
Keep records of these discussions and the decisions you make. Discuss family and
individual goals. Have the family members agree on a goal/s and describe it in
detail—how much it costs, and the small steps the family should take to accomplish
this goal/s. Do the same with individual goal/s. Write down all family members’
goals and rank them in order of importance. Try to agree upon the top few goals
you all intend to work on together. Setting goals often means we have to choose to
give up things we want to get something we want more. Saving with a purpose in
mind helps build a habit of saving.

Track spending and compare to actual spending plan

Are there adjustments to be made? The spending plan will have a column for

each amount you plan to spend and the amount you actually spend each month.
This is so you can review the plan at your weekly meeting with your family or by
yourself and see how you are doing. After three or four months of having meetings
and documenting spending, you should ask yourself and your family if the plan is
working. Are you able to follow this spending plan? Which costs seems always to be
over the planned amount? Are you getting closer to reaching your goals? Keep in
mind that if the spending plan is not working, you can always change it.

A. Review savings

1.

Up-front funds required to pursue homeownership

You will need some savings to pursue homeownership; you will need funds for down
payment and closing costs. FHA loans require a down payment of 3.5 percent, VA
loans require zero percent down payment and conventional loans require 5 percent
or more of the purchase price of the property.



2. How much you have available for a down payment

There are not-for-profit and government agencies that provide assistance for down
payment in the form of loans. Grants and gift funds are harder to come by in the
current market. Most of these programs have their own requirements, i.e., in order
to qualify, a borrower must make a minimum contribution, complete homebuyer
education, and meet certain income and purchase price limits.

B. Incorporate savings into your spending plan
1. Plan to pay yourself first. Make the savings deposit the first bill you pay each month.
2. Compare and shop. Don’t buy more than what you need.

3. Avoid impulsive purchases by asking yourself if you really need this particular item,
then save what you did not spend.

4. Use layaway options, especially for larger items.
5. Have a “buy nothing” week and save the money you would have spent.
6. Visit the website www.coloradosaves.org for great savings ideas.

Exercise: Brainstorm ideas with the audience for methods that work and do not work
for people.

C. Setting goals - Long term vs. short term

At the first spending plan meeting, you should talk about what your goals are as a
person or family. Ask about individual goals and family goals of each family member.
Everyone should discuss in detail what their goals are, how much money is needed, and
what small steps are needed to reach those goals. Once you have family and individual
goals discussed, write them down and rank them in order of importance. Try to agree on
the top few goals you all intend to work on together. Goals that can be achieved within
one year are generally considered short term goals. Goals that will take five years or
more, such as saving for the down payment on a home, are considered long term goals.

IX. Credit
A. Credit report (Provide a sample.)

1. Why information on a credit report is critical to the homebuying process

The credit report has information on how we borrow money, use credit, and pay it
back. Using our credit wisely is an important part of the homebuying process and
it shows the financial institution our ability to borrow money responsibly. A healthy
credit report shows your ability to borrow money and pay it back. This is a very
important factor in the homebuying process.

2. Personal information on your credit report

A credit report will show your name, Social Security number, address, and
employer/s. This section will also show previous addresses as well as other
recent employers.



3.

Explanation about credit reporting agencies

a.

There are three repository agencies (aka credit bureaus). As mentioned earlier,
your credit is a summary of the history of how you borrow money and pay

it back. Credit bureaus are companies that collect information and sell it in
the form of a credit report to financial institutions who want to know how an
individual manages his/her finances.

There are three large national companies that provide most credit reports:
Experian, TransUnion, and Equifax.

Experian 1.888.EXPERIAN (397.3742)
www.experian.com

TransUnion LLC 1.800.916.8800
www.transunion.com

Equifax 1.800.685.1111
www.equifax.com

Types of credit reports
i. Consumer credit report

A single bureau credit report that lists all the information available in a
report. This is for consumer use only and when a consumer requests this
type of credit report, it does not affect the credit score.

ii. Infile credit report

A document generated from one, two, or three credit repository agencies.
Credit information from different repository agencies will be merged into
one credit report. A creditor needs an individual’s authorization to have
access to this credit report and it will be used to make a decision on whether
to lend money to the individual. This type of credit report will affect a
consumer’s credit score.

iii. Residential mortgage credit report (RMCR)

A credit report containing information from all three credit reporting

agencies. It is used by the mortgage company to determine a consumer’s
creditworthiness when applying for a mortgage loan. This credit report
requires the consumer’s authorization and there is a fee to the consumer when
an RMCR is requested. This type of credit will affect a consumer’s credit score.

How to obtain a credit report

Colorado residents are eligible for one free credit report from each credit
agency per year. Free credit reports will not show a score and these are primarily
recommended to be used for credit repair or to spot identity theft. Since there
are three separate credit agencies, consumers are encouraged to request their
credit report from each agency every year.

Request a free credit report by calling 1.877.322.8228 or visiting
www.annualcreditreport.com. The Fair Trade Commission (FTC) recommends
not contacting the credit agencies individually. For more information on
consumer protection, visit www.ftc.gov.



Resolving errors or inaccuracies

It is important to make sure that the credit report is accurate as it is common to find
inaccurate information in it. It is also important to correct these inaccuracies since they
could hurt your chances of getting a mortgage loan. Consumers have the right to
request these inaccuracies be corrected at no charge.

a. In order to resolve any errors, you will have to contact the credit reporting agency
that shows inaccurate information in the report. You can file a complaint online, by
mail, or by phone.

b. Follow the instructions on filing a complaint provided by the credit reporting
agency. You will have to file complaints with each agency individually for all items
that show errors. Do not contact the creditor (credit card company, retail store, car
dealer, etc.) at this time.

c. The credit agency must investigate the complaint within 30 days and get back to
you with the finding. In response to the complaint, the credit reporting agency will
check with the creditor whose information is being questioned. If the credit agency
finds that the information in the credit report is incorrect, the credit report will be
corrected and you will receive a letter of explanation of the actions taken based on
the complaint and the credit agency’s findings.

d. You can contact the creditor directly if the credit reporting agency disputes the error
and you still believe the credit report is inaccurate. Once the dispute is resolved,
request that the creditor send a correction to the credit reporting agency.

Debt

A credit report is a record of how you have paid debt, such as credit cards and other
loans, in the past. A credit report shows how much debt you have and whether
payments have been made on time. If a debt is not being paid, this information will be
reported on a credit report as well. Specific details on credit card accounts, car loans,
and other loans show on a credit report. Information includes the date an account was
opened, the credit limit or loan amount, the balance, and the monthly payment amount.
The report will also show a payment history and the names of anyone else responsible
for paying the account, such as a co-signer or coborrower. Information such as late or
missed payments, collections, judgments, and repossessions or foreclosures appears here
as well. This information comes from the creditors you interact with.

a. Revolving vs. installment debt

A revolving account allows you to pay the debt in full or make minimum payments
each month based on the amount of the outstanding balance. Revolving accounts
are credit cards typically issued by banks, department stores, etc. An installment
account is a contract you sign to repay a fixed amount of credit in equal payments
over a specific time. Installment accounts are typically used to finance big ticket
items such as cars, furniture, major appliances, and student and mortgage loans.

1



How does debt affect the buying process?

When applying for a loan, the lender will determine the amount to finance a home
based on two ratios: housing ratio and debt-to-income ratio. The housing ratio is
the maximum percentage of a consumer’s income that can be used to make the
monthly mortgage payment. The maximum monthly payment, as determined by
the housing ratio, includes principal, interest, taxes, and insurance. Depending on
the type of loan, the housing ratio could be 25, 28, 29, or 33 percent. The debt-to-
income ratio is the maximum amount of monthly debt a consumer can spend on a
house payment (PITI) plus all other debt. Depending on the type of loan, this ratio
ranges from 36 to 45 percent. The higher the monthly debt a consumer has, the
lower the amount he/she can spend on a mortgage payment to buy a home.

Debt reduction/incorporating debt reduction into the spending plan

Many consumers pay the minimum due each month and this ends up costing a
consumer additional interest charges. For example if you owe $3,000 on a credit
card at a 19.80 percent annual percentage rate (APR) and make the minimum
required 2 percent payment a month, it will take you 39 years to pay off this

debt and you will have paid more than $10,000 in interest charges. By creating a
spending plan and reviewing spending, you can easily figure out how to save $50 a
month. For example, look at expenses such as dining out, going to the movies, or
the take-out coffee you have three or more times a week. By adding this $50 to the
amount paid on the smaller credit card bills, you can pay one bill off much faster
and save a lot in interest charges. Often, consumers who apply this debt reduction
technique, known as “power paying”, use it for other credit cards because it works.
You can access an electronic version of power pay by going to www.powerpay.org.
Soon enough, you will be debt free and have your finances under control. Next, you
must decide to limit the number of credit cards you will keep and the amount of
debt you will use to fit your spending plan.

Managing your debts so they do not manage you
Consider a few steps so you can manage your debts:

i. Add up all the debts you have with all creditors except for car loans or
mortgages and divide by 12. Evaluate if you can afford this amount and pay off
all your debt within a year. If not, ask yourself why are you still using credit cards
and consider closing accounts and cutting the cards up.

ii. Find out why you are having financial problems. Is it as obvious as dealing with
an illness or a hardship? If overspending is the problem, start tracking. Find out
where the money goes until it is clear to you where you overspend. Once you
find the problem areas, try reducing spending in these areas, or eliminating
these problem-spending areas.

iii. Decide how many credit cards you really need. Ideally, all you need is one credit
card for emergencies, travel reservations, and other limited uses. Cut up and/or
slowly cancel any credit cards you do not use as you pay them off. Remember
that just by cutting up a card will not close out the account. You also want to
pay off an account or credit card before you close it.



Vi.

Vii.

Pay off or pay down as much debt as you can. Make a repayment plan over a
long period. You want to start by paying off the debt with the smallest balance
or those with higher interest rates first. Try the goal of getting the amount of
your debt at 10 percent or less of your monthly net income.

Make a spending plan and revise so you always include an amount each month
for paying off your debt. Always track your expenses so you know where your
money is going and always look for ways to spend less.

Pay cash for everything you buy until you are free of debt. Consider using
a layaway plan for items you absolutely must have. This plan will allow you
to make a down payment on an item and then claim it when you complete
payments of the full balance.

Build into your/family spending plan a weekly allowance for all cash purchases,

groceries, bus fares, lunches, and other necessities. Get in the habit of asking, “If
| buy this today, will | have sufficient money for the rest of the week?” When the
cash is gone, stop spending. Adults, be honest with yourself and do not use your

credit cards. Keep your ultimate goal in mind.
viii. Savings

Although paying down your debt is important, saving should also be a part
of your debt management plan. You should still put away some money into
savings, because emergencies will happen. You want to always be prepared
for emergencies so you do not get set further back on the progress you are

making. You might want to check into a free program offered in our state called

“Colorado Saves” by visiting www.coloradosaves.org.
ix. Pay bills on time

We all had a time where we forgot to pay a bill. One way to prevent this from
happening is to automate as many payments as possible. You can authorize
your creditors to deduct funds electronically from your account each month.
Or better yet, you can set up electronic payments from your account to your
creditors as frequently as needed. Make sure you have sufficient funds in your
account to cover the payments.

Payment history

Late payments and collection accounts can have a major negative impact on your
credit score. If you missed payments, get current and stay current. The longer you pay
your bills on time, the better your score. If you experience trouble making payments or
meeting your needs, contact your creditors immediately or meet with a HUD-approved
housing counselor. You can find one in your area by visiting www.hud.gov. Although
this might not improve your credit score immediately, you are taking action to get the
problem under control and by doing so, over time you will have your spending under
control and your score will improve.
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Public records

Judgments, repossessions, foreclosures, and bankruptcies are also posted to your credit
report. This is information on financial obligations that come from public records
obtained from local, state, and federal courts.

a. Judgments and liens

Court orders that are placed when you do not pay a debt or loan. A lien is a claim
of someone against your property as a security for a debt or charge. For example, a
tax lien is a claim against your property, or assets, filed by the taxing authority for
unpaid taxes.

b. Repossession or foreclosure

When you do not make payments as agreed on a secured loan, the lender may take
the security. In a foreclosure, the security is a home and the lender can take it. In
repossession, the security is a car and the lender will take the car back.

c. Bankruptcy

Declaring bankruptcy has a serious negative impact on your credit score. Bankruptcy
is a legal instrument that could be used when a person cannot pay his/her debts.

A Chapter 7 bankruptcy is when a court appoints a trustee to sell any assets that

are not exempt, to pay as much of your debt as possible. The rest of the debts are
cancelled. A Chapter 13 is where you must repay part or all of the debt under a
court-mandated repayment plan.

Hard pulls vs. soft pulls

A hard pull on your credit report means that your score will be negatively impacted.

A hard pull occurs when you apply for loans to buy a home, a car, or open a credit
card and the financial institution pulls your credit score. When shopping for a car loan
or a mortgage loan, you have a window of 45 days to shop for financing and your
credit score will only be impacted once. A soft pull occurs when you or a non-financial
institution requests your credit report and/or score. For example, when you request
your annual free credit report or when a credit counseling agency requests a copy for
counseling purposes, this soft pull has no impact on your credit score.



10.

How long positive and negative information remains on your credit report

Positive information remains on your credit report as long as you maintain a positive
payment record with your creditors. If you have a credit card with good history, do not
close the account; length and health of an account have a positive impact on your score.
If an account is closed that has been positive, it will typically remain on your report for
10 years after the date the account is closed. While most negative information remains
on your credit report for a maximum of seven years, some information remains longer.
For example, an unpaid collection that has no activity can become active again if the
collection agency or another agency reports activity on this collection to any of the
credit reporting agencies. Otherwise, collection accounts remain for seven years from
the initial missed payment that led to the collection. Chapter 7 or 11 bankruptcies
remain for 10 years from the date filed. Completed Chapter 13 bankruptcies remain

for seven years from the date paid, and 10 years if not completed. Tax liens remain for
seven years from the date filed if paid, and remain indefinitely if not paid. All judgments
remain for seven years from the date filed. Finally, inquiries remain for two years. The
best approach for minimizing the negative impact of this type of information on your
credit report is to change your behavior and start paying outstanding debt down until it
is completely paid off.

“No credit” or “nontraditional credit” situations

Some people do not have any credit history because they do not believe in borrowing
money to buy cars or any goods unless they can pay cash for it. Not having credit is

not the same as having a bad credit history, but sometimes not having an established
credit history makes it more difficult for a lender to see that you can manage your credit
responsibly. If you do not have a credit history, you may be able to build a nontraditional
credit history by providing the lender with at least 12 months worth of receipts for bills,
receipts of payment for items bought over time, rent statements or a letter of good
payment history with your landlord, and phone or utility receipts. All this documentation
for the length required by the lender shows lenders that you have a history of making
regular payments on time. Most lenders accept nontraditional credit history as evidence
of creditworthiness.

Credit scoring

With your credit report you can also request, for a fee, a credit score. This score is a
number based on information contained in your credit report. Credit scoring is a factor
lenders use to determine your creditworthiness and whether your request for a loan will
be approved or declined. Lenders trust that the better your credit score, the more likely
you will be able and willing to repay your loan.

1. Methods used to calculate a credit score
a. FICO

Credit scores are often called “FICO” because Fair, Isaac, and Company, or FICO,
created the system used for scoring. The higher the FICO score, the better. This
score can range from 300 to 850. For FICO to generate a score, your history
must have at least one account open for a minimum of six months or longer.
FICO is provided by the three major credit reporting agencies, although each of
them has a different name for the same system. Different score models used in
the credit industry include different variables based on different types of credit.
For example:



BEACON

Equifax uses BEACON and ranges from 300 to 850.
Plus

Experian uses Plus and ranges from 330 to 830.

Empirica

TransUnion uses Empirica and ranges from 150 to 934.

Each of these scoring entities are separate companies from the three credit reporting
agencies and charge to use their tabulation services, thus charging for credit scores.

What affects your credit score?

a.

Payment history

The lender wants to know whether you pay your bills on time. This part, your
payment history, counts for 35 percent of your FICO score. Payment history
includes payment information on specific types of accounts like credit cards,
student loans, etc. For example, it will include how many times any of the
accounts have been past due or delinquent.

Amounts owed (outstanding balance vs. available debt)

Owing a lot of money on your accounts may mean that you are living

beyond your means and you are more likely to skip a payment or be late on
your payments. The ratio of your debt should be under 30 percent of your
outstanding balance. This area compares the total amount you owe to unused
credit. Credit utilization counts for 30 percent of your FICO score.

Lenght of credit history (old accounts vs. new accounts)

The longer and more established your credit history, the better. Regardless of
the length, this factor counts for 15 percent of the FICO score because your
score will also depend on how the rest of your credit report looks. Credit history
will account for how long your accounts have been established and how long it
has been since you last used your accounts.

Types of credit

This factor counts for 10 percent of your FICO score and it takes into account
how many and what kinds of accounts you have on your credit report. A healthy
mix includes credit cards, retail accounts, mortgage loans, car loans, student
loan, etc. If possible, use a major credit card for such purchases and pay them off
as quickly as possible.

New credit

This factor accounts for 10 percent of your FICO score and it takes into account
the number and type of recently opened accounts. Number of recent inquiries
and the time since the inquiry occurs and time since the account was opened.



f.  Inquiries

Occasionally you will need to seek new credit, when you need a car or a student
loan, for example. Opening several new accounts in a short time can lead to
trouble due to the increase in additional new debt. This factor counts for 10
percent of your FICO score and it consists of the number of new inquiries and
opened accounts and when the accounts were opened. When shopping for a
mortgage or a loan, multiple inquiries of the same type within 30-day period
will count as a single inquiry.

payment Iength of
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Credit repair companies

Be careful of credit repair companies who offer quick credit fixes. These companies
advertise credit repair services or debt reduction for hefty fees. These companies

will charge you a lot of money for something you can do yourself, for free. The fact
is that there is no way to erase bad credit. Only the creditor who reported incorrect
information about you to the credit agencies can take this information off your credit
report. If the negative information is correct, the credit reporting agency or the
creditor will not remove it. Unless it is incorrect, negative information will remain on
your credit report for seven to 10 years. You can seek free assistance on credit repair
from a professionally trained HUD-approved housing counselor.

Ways to improve your credit

Maintain good and healthy financial behavior by always paying your bills on time.
Keep your debts at no more than 10 percent of your net income and always make
more than the minimum payments on your credit cards. Do not take more debt than
what you can handle and refrain from opening new accounts unless you are able

to repay. Keep a healthy balance of types of credit such as credit cards, car, and/or
mortgage loans and always pay them on time.
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X. Consumer laws
A. Know your rights
These can all be found at ftc.gov and/or fdic.gov.
1. Fair Housing

No one is allowed to discriminate concerning race, creed, color, sex, sexual
orientation, marital status, familial status, physical or mental disability, handicap,
religion, national origin, or ancestry. Regarding the purchase of a home, this means
that everyone should be treated equally when looking for and accessing homes, and
obtaining a loan, closing costs, and title services.

2. Equal Credit Opportunity

This act ensures that all consumers are given the same opportunities to obtain credit.
Creditors cannot discriminate against you based on sex, race, marital status, religion,
national origin, age, sexual orientation, or receipt of public assistance. Anyone
involved in granting credit, such as banks, small loan institutions, and/or finance
companies, must follow this law. Under the Equal Credit Opportunity Act, you have
the right to know whether your application was accepted or rejected within 30 days
of filing a complete application, and if rejected, the reason for it. The creditor must
send you a letter explaining the specific reasons for rejecting your application if you
ask within 60 days. If your application was rejected due to information received from
a credit reporting agency, the creditor must disclose to you which credit reporting
agency was used.

3. Truth-in-Lending Act

This act gives you the right to receive the details on exactly how much the credit you
are applying for is going to cost you. These details should be given to you prior to
signing a contract or loan agreement. The law requires specific disclosures for open-
end (i.e., credit cards) or closed-end (i.e., mortgage loan transactions) and applies

to all creditors who regularly extend credit that is subject to finance charges and
payable under a contract.

4. Real Estate Settlement Protection Act (RESPA)

RESPA concerns closing costs and settlement procedures. RESPA requires that
consumers receive disclosures at various times in the transaction and outlaws
kickbacks that increase the cost of settlement services. RESPA is a HUD consumer
protection statute designed to help homebuyers be better shoppers in the
homebuying process.

B. Dealing with discrimination

If you feel you have been discriminated against, you should file a claim with HUD and
the Civil Rights Division.

C. Filing complaints about a real estate broker, appraiser, or mortgage lender

Contact the State of Colorado Division of Regulatory Agency (DORA) at
www.dora.state.co.us



section 2
mortgage lending

Preparing for your mortgage loan application

A. What is a mortgage?

A mortgage is a “secured loan”, which means the debt is secured against the collateral.
An unsecured loan, such as a credit card loan, does not have collateral tied to it. In
Colorado, you will sign a Deed of Trust, a promissory note that is your written promise to
repay the loan, using your home as collateral.

B. What does a mortgage payment include?

Your mortgage payment is often referred to as PITI (principal, interest, taxes, and
insurance). If it includes mortgage insurance, it will be PITI + PMI/MIP.

1.

Principal

It is the portion of the payment that is applied towards the original amount of
money you borrowed. This payment actually pays down the principal balance of
your loan and may create equity in your home if you are in an appreciating market.

Interest

It is the cost of borrowing the money or the cost that the lender charges for
lending money.

Taxes

It is the portion of the mortgage payment used to pay property taxes. Property
taxes may be paid twice a year or annually. Check with your county or lender.

Insurance

It is a portion of the mortgage payment that covers your homeowners insurance or
“hazard insurance”. This type of insurance is required by the lender against hazards,
like fire or damage to the property. You may also be required to obtain and pay for
flood insurance if you live within a flood zone. Most homeowners decide to purchase
a more complete insurance package that includes liability protection. Check with
your insurer about combining your insurances. It can be less expensive to combine
insurances, such as home, auto, and life.

Your home must always be insured. If you ever decide to switch providers, you

must make sure that the new insurance carries the necessary coverage for the asset/
home and you inform your lender/servicer of the change. If a homeowner does

not carry the necessary insurance coverage for the asset (the home), the lender

will take out “forced placed insurance” in place of homeowners insurance. Forced
placed insurance is taken by a lender when a homeowner/borrower does not

carry insurance on a property. The charges for this insurance are passed on to the
homeowner/customer and premiums for forced placed coverage are typically higher
than standard insurance premiums.
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Mortgage insurance

This portion of the mortgage payment is to cover the lender in case of your default
or foreclosure on the loan. You are not required to have mortgage insurance if you
make a 20 percent down payment when buying your home. Industry standards
dictate that if a borrower puts less than 20 percent down on the home, they are
more of a risk to the lender, meaning there could be a chance that the borrower
will miss payments and possibly go into foreclosure. Mortgage insurance protects
the lender in these cases. Depending on the mortgage insurance provider that is
required for your loan, you might have an upfront premium, monthly premium,
annual premium, or a combination of thereof. Depending on your loan and loan
servicers’ policy, you may be able to cancel this insurance once you have at least 20
percent or more equity in your property. Cancelling this insurance can be based on
borrowers’ payment history, property market value, loan guidelines, etc.

Escrow accounts

When you make your payments each month, your principal and interest go to
your lender. What about the taxes and hazard insurance portion of the payments?
Those fees are due to a separate entity, so how do they get paid? Your lender takes
the taxes and hazard insurance payments each month and sets these aside into an
account called an escrow account. When the payments come due for the taxes and
for the insurance, the lender pays these for you out of your escrow account.

Homeowners association (HOA) dues

Some properties will have HOA dues. An HOA is an organization created to manage
and maintain certain amenities of a development for which the city will not accept
responsibility. HOA dues are collected from homeowners to obtain the income
needed to pay for these amenities, including master insurance for the entire
development, exterior and interior (as appropriate) maintenance, landscaping, water,
sewer, trash removal cost, and snow removal. HOA dues can average anywhere from
$50.00 to $200.00 or more per month. These must be paid; if they are not, the
association has the legal right to place a lien on the property that takes precedence
over the first mortgage lien. This could result in the HOA forcing foreclosure
proceedings in order to recover the fees owed.

Getting prequalified for a loan

Before you begin the process of shopping for a home, you will want to know whether you
can qualify for a mortgage based on your current financial situation and how much home
you can afford. Getting prequalified for a loan will let you know the amount of money you
could potentially borrow from a lender (using current interest rates available) and your
monthly mortgage payments. This will help guide you in what price range you should be
looking for a home.

A. Who to see for prequalification

1.

Lender

You can visit a lender of your choice to get prequalified. In a prequalification,

the lender does not typically verify any of the information you supply during the
prequalification meeting, such as income and credit history. A lender may or may
not charge a fee for this service.



2. Housing counselor

You can also visit a housing counselor to work through a prequalification worksheet
to help you get an idea of what you might qualify for. Housing counselors have
access to the prequalifying worksheets that lenders use. Services from a HUD-
approved housing counseling agency are always free.

Prequalifying amount is not a guarantee

Keep in mind, getting prequalified for a loan does not guarantee the lender will actually
give you a loan; it is only an estimate. The actual amount a lender will loan you is based
on income, credit, interest rate at the time you decide to buy, the type of loan you
choose, and the property you select.

Create a spending plan

It is very important to have a spending plan and know where your mortgage payment
comfort level is. Make sure your lender knows your payment expectation so the lender
can better assist you.

Income

Your income is especially important in determining the amount of money a lender will
loan you. One very important point to make is that lenders will use your gross monthly
income. Remember, your gross income is what you earn before any taxes, insurance,
retirement, etc., are taken out of your paycheck. Lenders do not use your “take home”,
or net pay. Keep in mind that when you prequalify for a loan, that amount could be
higher than what you want to spend. Lenders will consider the following as well as other
regular income not listed here as part of your gross income:

1. Regular pay

2. Regular bonuses

3. Part time work

Social Security income (SSI)

Social Security disability income (SSDI)

Retirement/pension

N oo v o

Child support/alimony
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E. Ratios

The lender will use two types of ratios to determine the loan amount you can afford
based on your gross monthly income.

1.

Housing ratio

Also known as the “front-end ratio”, this is the maximum amount of income that
can go towards your housing costs each month. For example, a loan program has a
housing ratio of 31 percent. This means that 31 percent of your gross income (and
remember, that's before taxes) can go toward your mortgage payment.

Example
If you make $3,000 gross income per month, and your housing ratio is 31 percent,
this means that you are allowed $930 per month for your mortgage payment.

$3,000 x 0.31 (31 percent) = $930
(Write example on board while explaining)

Debt-to-income ratio

Also known as the “back-end ratio”. Lenders will need to consider all your other
debts when applying for a loan, so they created another ratio to address all the
existing debt plus the proposed mortgage payment. This is called the debt-to-
income ratio, which is the maximum amount of your income that you can use
towards your mortgage plus all other monthly debt. This ratio will be higher than
the housing ratio because it adds in all your monthly debt. For example, let’s
consider a loan that has a debt-to-income ratio of 43 percent.

Example #1
Again, let’s say you make $3,000 gross income per month and your debt-to-income
ratio is 43 percent.

$3,000 x 0.43 (43 percent) = $1,290

Does this mean you can spend $1,290 on your mortgage each month? No,

we also have to include your monthly debts. Let’s say you pay $400 in various
debts each month. We have to subtract $400 from $1,290 to get your monthly
mortgage payment.

$1,290 - $400 = $890

This means you can use up to $890 of your income towards your mortgage
each month.



Example #2

Let’s say, again, you earn $3,000 per month and the debt-to-income ratio is 43
percent, which gives us an amount of $1,290 that can be used towards mortgage
and debt each month.

$3,000 x 0.43 (43 percent) = $1,290

Now, let’s say your debts are $100 per month. We would need to subtract $100
from $1,290.

$1,290 - $100 = $1,190

However, this does not mean you can spend $1,190 toward your housing each
month. Typically, a borrower should not exceed the housing ratio, which as we saw
in the previous example, is 31 percent, or $930. So even though the debt-to-income
ratio indicates in the example that you can pay $1,190 per month, you will typically
not be able to exceed the housing ratio. (Write example on board while explaining or refer
to appendices for the “Mortgage Qualifying Ratios” worksheet).

F. Reserves

Some lenders will require you to have money saved “on reserve” in your own savings
account. If the lender requires this, they will need proof that the money is indeed in your
savings account. Typically, they prefer to see two to three months of mortgage payments
in reserve in the event that you are unable to make mortgage payments due to job loss,
iliness, etc.

Choosing a loan

So what kind of loan should you get? There are many loan products offered in the market
and you need to find the loan that best suits your current and future financial goals. One of
the first decisions you will need to make when choosing your loan type is choosing between
a government loan and a conventional loan. Both types of loans have some very distinct
features that may appeal to certain borrowers.

A. Government-insured loans

1.

FHA loan

FHA stands for Federal Housing Administration. FHA loans are insured by the federal
government, which means you will pay for mortgage insurance as a part of your
monthly payment. FHA loans can be 30-year fixed, 15 year fixed, and they even
offer adjustable rate mortgages. There are no specific limitations on who can use
FHA financing or where the property can be located. FHA loans require a minimum
down payment, (currently 3.5 percent of the sales price) which can be borrower’s
own funds, gift from family, or provided by approved nonprofit agencies, or
governmental jurisdictions. FHA does not set the interest rate, the investor does.

a) Acquisition-Rehabilitation mortgages (FHA 203K)

This type of loan enables homebuyers and homeowners to finance the purchase
of a house and the cost of its rehabilitation through a single mortgage.
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VA loan

A VA loan is guaranteed by the U.S. Department of Veterans Affairs. VA loans are
available to individuals who have served in and are discharged from the military,

or are on active duty. In some situations a widow of a veteran may be entitled to

a VA loan. A benefit of the VA loan is that no down payment is required. VA loans
have fixed interest rates and are amortized over 15 or 30 years. While there is no
mortgage insurance required, a VA loan requires a “funding fee” which can be
included in the amount financed. The funding fee is waived for veterans receiving VA
disability payments. VA does not set the interest rate, the investor does.

Rural Development (RD)/USDA loans

RD/USDA loans are guaranteed by the federal government, through the U.S.
Department of Agriculture. Properties eligible for RD financing must be located in
specific communities, limited by population, or in rural areas. An RD loan requires
no down payment or mortgage insurance. RD loans have fixed interest rates and are
amortized for 30 years. Borrowers using RD financing do have to meet the eligibility
income limit for the county in which they are purchasing. The RD guaranteed loans
are offered by a variety of lenders. RD/USDA does not set the interest rate, the
investor does.

a) RD 502 Direct — This is another program offered by RD/USDA, and the actual
lender is RD/USDA. These loans have different qualification criteria. RD/USDA
does set the interest rate.

B. Conventional loans

A conventional loan is any loan that is not insured or guaranteed by the federal
government. Lenders typically follow the underwriting criteria (i.e., credit score, debt-to-
income ratio, required down payment, acceptable property) determined by Fannie Mae,
Freddie Mac, or the investor. Conventional loans usually require a down payment, which
may range from 3 to 20 percent. Mortgage insurance is required for loans with less than
20 percent down payment. Interest rates are fixed or adjustable and are determined by
the lender. Conventional loans are amortized over 10-, 15-, 20-, 25-, or 30-year periods.

C. Other types of loans

1.

Portfolio loans

Portfolio loans are conventional mortgages that are held and serviced by the
originating lender. Lenders may offer portfolio loans to serve a specific population,
or may retain a loan because it is not saleable to investors. Those loans offered to
serve specific populations may have different criteria than other conventional loans.

Lease-purchase

This is a shortened version of the term “appropriate term lease with option to
purchase contract”. It is a form of real estate purchase that combines elements of a
traditional rental agreement with an exclusive option of right of first refusal to later
purchase the home.

These contracts are commonly used when a buyer wants to purchase a home, but
due to credit issues or other circumstances, would not qualify for a mortgage.



Assumptions

This is when a property is financed with an assumable mortgage loan. The buyer
still needs to credit qualify in order to potentially take over, or assume, the existing
mortgage. This could result in some savings to the buyer. The benefit with this
feature is that during high interest rate markets, people could assume a loan that has
a lower interest rate, thus benefiting the buyer at no loss to the seller. The upside

to assuming a loan is that the borrower may be assuming a loan with a lower than
market interest rate. The downside is it may require a larger down payment to
assume the loan.

Owner carry

This is when a seller offers to finance all or a portion of the purchase price. The seller
may own a property free and clear of any incumbrances and may chose to allow the
buyer to pay him directly by holding the mortgage. The seller will determine the
amount of the down payment, interest rate, and the timeframe he will amortize the
loan. It is important when choosing this method of financing to have an attorney
involved to prepare the legal documents. It is also important to obtain title insurance
as in any other transaction.

No documents and stated income loans

A type of loan where very little documentation is required. This loan type does not
require income and/or employment verification. The lender/investor does not require
any verification of your ability to repay the mortgage and thus uses only your verbal
information to determine your ability to borrow. Since this is a high-risk loan, this
type of loan will likely have higher interest rates and/or points, it may be an ARM,
and may have a balloon payment (which we will discuss shortly), or other terms the
lender/investor sees fit.

80/20

Also referred to as a “tandem” loan. This type of loan term involves taking out two
loans to pay for the entire cost of a home. The first mortgage finances eighty percent
of the purchase price, while the second loan finances the remaining 20 percent,
typically known as the down payment. The only up-front expenses are the closing
costs. The benefit is that the borrower does not have to pay mortgage insurance.
The downfall is that the borrower financed 100 percent of the home with two
mortgage loans that carry very different terms and conditions and possibly different
investors. The second mortgage may have a higher interest rate and could even be
an adjustable rate mortgage (ARM) or have a balloon payment.

Bond programs/Down payment assistance/Affordable housing programs

These are programs available for your area to help low to moderate income families
purchase a home by offering affordable mortgage loans, down payment assistance,
or other affordable housing programs.

a) Since 1973, CHFA has offered 30-year fixed rate mortgages to first time and
non-first time homebuyers in Colorado. With CHFA's first mortgage, qualifying
borrowers have access to an optional second mortgage for down payment and/
or closing cost assistance. CHFA also has a loan for people with disabilities or
parents of a child with disabilities. For more information, visit CHFA's website at
www.chfainfo.com.

25



26

b) Others: From time to time communities and counties across the state will offer
affordable housing programs. These programs are usually limited to first time
homebuyers and families buying properties within a specific area. Contact your
local housing authority, HUD-approved housing counseling agency, and/or local
lender to find out if any of these programs are available to you. Examples of
these programs are El Paso County Mortgage Revenue Bond Program and the
Denver Metro Mayor’s Caucus Single Family Mortgage Revenue Bond Program.

D. Loan terms

Whichever loan product you choose, it is helpful to familiarize yourself with
loan terminology:

1.

Interest rate

The cost of borrowing money. Mortgage loans, car loans, credit cards, etc., all carry
an interest rate. It is the cost for financing a purchase of a home, a car, a good, or
a service.

Fixed (interest) rate

This is a loan with the interest rate fixed for a specific period. You will often hear “30-
year fixed”; this is a very common loan choice because you know what your principal
and interest payments will be for 30 years. Fixed rate mortgages are also available
over 15-, 20-, and 40-year terms.

Adjustable (interest) rate mortgage (ARM)

This is a loan where the interest rate is periodically adjusted based on a margin and
a predisclosed index. Most commonly used indexes are the One-Year Treasury Bill
(T-bill) or London Interbank Offered Rate (LIBOR). Your loan documents will detail
when your rate will change, how often, what amount it could change to, and the
maximum and minimum interest rate you would pay. With varying rates, borrowers
have to be extra careful when entering into a loan with an adjustable rate since
payment will change and budgeting will need to adjust accordingly.

Loan-to-value

When obtaining a loan, your lender will also consider what is called loan-to-value.
Loan-to-value (LTV) is the balance of the mortgage owed on the home compared to
the appraised value. The LTV indicates the relationship between the unpaid principal
balance of the mortgage and the appraised value (or sales price if it is lower) of the
property. Lenders calculate this by taking the loan amount divided by the appraised
value of the home.

Example
A home has an appraised value of $350,000. The loan amount is $325,000.

$325,000 = $350,000 = 0.93 or 93 percent

The higher the LTV ratio means the lower the amount of equity a borrower has in
the property. Conversely, the lower the LTV ratio, the higher amount of equity the
borrower has in the property, and the borrower is more vested in the property.



5.

Interest-only

With an interest-only loan, you pay only the interest on the loan and no payment
goes to reducing the principal balance during the term of the loan for a determined
period of time. Payments on an interest-only loan are typically lower than a loan
where the payment covers principal and interest. At the end of that time, usually one
to five years, the borrower will have to start paying principal in addition to interest,
meaning payments can increase dramatically. It is imperative that borrowers budget
for this higher payment if they choose this loan type.

Option ARM

This is a loan with an adjustable rate that features the flexibility to choose among
payment options. Typically, one option will be to pay interest only, a second will
be to pay less than the interest, and the third is usually a principal and interest
payment. Based on your budget for a given month, you pick the payment that you
can afford. The downside of this loan term is that at the end of each month, you
may end up owing more than at the beginning of the month because you chose

a payment smaller than the interest owed. If you choose to pay even less than the
monthly interest owed, this will result in what is called “negative amortization”.
Negative amortization means that any time less interest is paid on the loan than is
actually owed, that interest is added to the loan balance thereby resulting in a higher
loan amount than you initially had.

Balloon payment mortgage

This is a loan that has fixed monthly payments based on a 30-year schedule of
payments but with the entire outstanding balance of the loan coming due at the
end of a set period. Usually these periods are five, seven, ten, or sometimes fifteen
years. At the end of the set term, the borrower has to pay off the remaining balance,
called the “balloon” payment. Usually borrowers with balloon mortgages tend

to refinance before the end of the term. Borrowers should also be aware of the
consequences of not being able to refinance. In other words, when a balloon loan is
due, you must refinance or pay it in full.

Buydowns

When you make up-front cash payment to reduce the interest rate on your
mortgage, it is called a buydown. This is also known as “discount points”. Discount
points or buydowns can be funded from the borrower’s own funds or any excess
funds from seller contributions. Different loans allow varying amounts of seller
contributions. In cases where there are some excess funds from seller contributions,
the lender will evaluate the opportunity to do a temporary or permanent buydown
for the borrower.

a. Temporary buydown — Reduces the rate in the first few years of the mortgage

1. For example, a 3/1 buydown: Starts at three points below the permanent
interest rate (note rate). It will increase by one percentage point per year
over the course of three years. Once at the permanent rate, it will remain
there for the rest of the loan term.
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2. Borrowers should be qualified or approved based on the highest or
permanent interest rate (“note rate”) and need to be prepared for the
increase in rate or payment each year, so budgeting is of the essence in
this situation.

Example

A 30-year fixed rate mortgage has a note rate of 6 percent. With a 2/1
temporary buydown, the first year’s interest rate will start at 5 percent, the
second year it will increase to 6 percent, and will stay at this rate for the
remaining 28 years of the loan.

Permanent buydown — Reduces the rate for the entire life of the mortgage. As
part of your closing costs, the lender will charge discount points in order to
reduce permanently your interest rate.

Example

A 30-year fixed rate mortgage is offered at 6 percent interest with no discount
points. However, you could pay a 1 percent discount point to reduce your rate
to 5.5 percent. A one percent discount point equals one percent of your

loan amount.

Pros of buydowns
1. Your payments are lower since your loan has a lower interest rate.

2. You will pay less interest over the lifetime of the loan, provided you remain
in this loan for the long term.

Cons of buydowns

1. The benefits of a temporary buydown are short-lived. Once the buydown
period is complete, the loan’s interest rate will be the initial qualifying rate
(note rate) for the rest of its term.

2. If you have a temporary buydown, you need to re-evaluate and change your
budget as your interest rate increases. A good exercise would be to save the
difference between the current mortgage payment and the permanent one.
If you don’t budget for this eventual increased payment, you might find
yourself having difficulties making your mortgage payment.

3. If you paid your buydown with your own money, make sure that your cost-
benefit analysis is positive.

History of buydowns

To provide some perspective on buydowns, in the 70s and 80s when interest
rates were 13 percent or higher, it would make sense for borrowers to buy down
the rate and make a long term mortgage more affordable. In this scenario,
usually the cost benefit from all the interest savings a borrower received from a
lower interest rate were justified. Today, in times of historically low interest rates,
buydowns are usually justified if the seller contributions are sufficient to buy
down the rate for the borrower. Since this is a prenegotiated contribution from
the seller, any funds that are not used might be lost. This is why a lender will
explore every alternative available to the borrower to use the contribution to the
borrower’s best advantage. The lender will always have to make sure that the use
of the funds meets program guidelines so as not to risk the loan approval.



E. Mortgage insurance

Lenders make the assumption that the larger the down payment, the less the risk of
default. Therefore, if a borrower has 20 percent or more for a down payment, then the
borrower will not have to pay for mortgage insurance. Note: Regardless of the size of the
down payment on an FHA loan, the borrower will have to pay for mortgage insurance
premium or MIP.

Since FHA has upfront MIP for all its loans, when investing 20 percent or more towards
the purchase of a home, a conventional loan might make better sense since the
conventional loan would not require mortgage insurance.

IV. Choosing a lender

You should be comfortable and confident in the lender you choose. It’s highly important that
you shop around to find the lender that you believe works best for you. We recommend that
you interview at least three different lenders. And remember, you are in charge of selecting
your lender. No one, including your real estate agent or the builder, can require that you use
a specific lender. However, builders may have an in-house lender or preferred lender and
may offer incentives to the buyer if the buyer uses the preferred lender.

A. Where to look
1. Your current financial institution
2. Friends and family referrals
3. Online, like www.chfainfo.com
4. Newspapers
5. Your real estate broker

Look for lenders that offer first time homebuyer programs or those who can provide a
variety of loan programs and products. And don’t be afraid to ask questions and ask
for estimates!

B. Questions to ask when interviewing a lender
1. Are you licensed/registered with the State of Colorado Real Estate Division?

2. What are the fees/costs and when are fees due? (This is located on the Good Faith
Estimate, and Truth-in-Lending forms, which we will discuss in a little bit.) 3. Will
you supply a Good Faith Estimate and Truth-in-Lending statement within the legally
required disclosure period?

Will you attend my closing?

What type of loan is best for my situation?

Is there a fee to lock my rate? What is the lock period?
How long has your company been operating locally?

How long have you worked in the industry?

© o® N o A

Will | be able to see the settlement statement well in advance of closing?
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Once you have some choices, your last step should be to verify that whomever you
choose to work with is licensed and there are no disciplinary actions against them. You
can do this by visiting the Colorado Division of Real Estate’s website at:
www.dora.state.co.us/real-estate/mortgage/disciplinary_action.htm

C. Types of financing sources

1. Financial institutions

a.

Banks

For-profit financial corporations who conduct business to maximize the price of
its stock and profit for stockholders

Mortgage companies

Companies who originate mortgage loans to resale in the secondary market or
private investors

Credit unions

Not-for-profit financial cooperatives that conduct business for the mutual benefit
and general welfare of their member-owners

2. Other financing sources

a.

Mortgage brokers

Mortgage brokers are loan finders. They do not lend their own money. Instead,
they connect you to a lender who has the money. They may help complete
paperwork, check credit, and collect information. They find a loan for you and
then you pay them a fee (they may also earn a commission from the lender).
Keep in mind that a mortgage broker may or may not have your best interest in
mind. They may choose a loan for you based on their earnings.

Tips for selecting a mortgage broker - Check the mortgage broker’s reputation.
To do so, you can go to www.NAMB.org, National Association of Mortgage
Brokers, and the Colorado Division of Real Estate. Find out whom they represent
and ask to describe their relationships with lender/investor on your loan.

Seller financing

The seller takes on the lender role and gives you a loan to purchase their
property. Be sure to insist that legal ownership is transferred to you through

a note and mortgage. Also, be sure to watch for contracts for deed or wrap-
around mortgages. Protect yourself by contracting the services of a real estate
attorney who can evaluate the purchase contract for you. Keep in mind that
everything you sign is legally binding so ask yourself if a small investment for
legal services justifies your peace of mind when the transaction is completed.
This should be a non-interested party to this transaction. Do not rely on the
seller or their referrals. You can find a real estate attorney by visiting
www.hud.gov.



3.

c. Contract for deed

The seller gives you a loan, but legal ownership of the property doesn’t
transfer to you until you pay off the loan. Just like seller financing, keep in mind
that everything you sign is legally binding. As in seller financing, it is highly
recommended that you retain the services of a real estate attorney.

Investors (Fannie Mae or Freddie Mac, CHFA, etc.)

These are the entities that own your mortgage loan and have the final say regarding
servicing guidelines, especially in the case of hardship.

V. Applying for your loan

A. Getting pre-approved

Most lenders will offer “pre-approval”, which means you apply for your loan before
you‘ve found the house that you want to purchase. Pre-approval can give you some
assurance as to whether you can qualify for a loan and for what amount.

1.

Pre-approval vs. prequalification

Lenders use the same formula to pre-approve you for the loan that they used to
prequalify. A pre-approval is based on verified/documented information such as
income and credit history. The lender orders a credit report that will show as an
inquiry on your credit. Pre-approval guarantees the lender will loan you that amount
as long as you purchase within a certain period, your financial situation remains the
same, interest rates remain the same, and the property meets loan guidelines. If the
lender has a pre-approval fee, you may lose this fee if you do not purchase within
the designated period.

A lender bases prequalification on verbal information you provide; the lender verifies
none of it. Prequalification does not guarantee that the lender will loan you money.

Qualifying for a mortgage you can afford

You can often “qualify” for more mortgage than you want to pay. Make a spending
plan and know what amount you can comfortably make and do not exceed that
amount!

Remember, the lender will base their decision on your gross income; you only have
net income to work with every month in your spending plan. Included in the gross
amount will be your regular employment income, as well as additional sources of
income such as alimony, child support, social security, disability, interest income,
part time job, etc.

Advantage of a pre-approval

Pre-approval can make you more competitive as a buyer in a competitive housing
market because it assures the seller that you have financing in place.

Co-borrower, nonoccupying co-borrower, and cosigner

A co-borrower is a person who is on title of the property and shares equal
responsibilities to repay the debt. A nonoccupying co-borrower is a person who
shares equal responsibilities as the borrower and co-borrower but does not occupy
the property. A cosigner is a person who is not on title to the property and yet
agrees to share the responsibility to repay the loan if the borrower defaults.
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B.

Loan application

You will need various types of documentation and it will vary depending on lender and
loan type. The lender will verify all required information for final loan approval. Let’s go
over a typical list of what you may need for your mortgage loan application.

1.

Paystubs
Usually, you will need one to two most recent months’ worth to verify your income.
W-2s and tax returns

You will typically need W-2s and between one and three years of tax returns. Loan
programs limited to first time homebuyers (such as some CHFA loans) require three
years. You may need the full tax return or just certain schedules as the lender indicates.

Social Security number
This allows the lender to order a residential mortgage credit report.
Rental history information

This is used to verify how you have been handling rent payments over the past year
or longer.

Divorce decrees, separation agreements, and child support agreements

If any of your income comes from alimony or child support, or if previous debts are
addressed by a divorce or separation agreement, you will need documentation. If
you are responsible for paying child support or alimony, you must also disclose and
document it.

Disability or Social Security award letters

If this income is going to be used to qualifying for the loan, you will need to
provide documentation.

Bank account information

All pages of bank statements will be required. Lenders generally ask for one to two
months to verify your income, expenses, and that there are sufficient funds needed
to close the loan. Checking account statements may be checked for nonsufficient
funds (NSF) and for excessive instances of overdraft.

Some lenders will require you to have money saved “on reserve” in your own savings
account. If the lender requires this, they will need proof that the money is indeed in
your savings account. Typically, they prefer to see two to three months of mortgage
payments in reserve in the event that you are unable to make mortgage payments
due to job loss, illness, etc.

Investment and/or retirement accounts [401(k), Stocks, PERA, etc.]

Include all pages to verify your assets. These accounts may also be used for the
lender’s requirement that you have reserves.



10.

Bankruptcy discharge papers

This document is for the lender to verify the filing and discharge date of the
bankruptcy. The lender will compare any debts showing on your credit report
with the debts discharged in the bankruptcy. The lender may require additional
information and explanation as to the circumstances of the bankruptcy.

Purchase contract

A fully executed and accepted purchase contract confirms the actual property and
purchase price to the lender so that they may order an appraisal and possibly lock
the rate. The contract will also give the lender the timeline for the transaction and
the deadlines that the lender must adhere to (appraisal deadline, loan commitment
deadline, etc.).

Lender/Loan fees

When you apply for a loan, there are fees that may be charged at the time of application.
Be cautious about upfront fees, and ask questions about anything that you do not
understand. Let’s cover some common fees that you may be charged.

1.

Application fee

This is the cost to have the lender process your loan. Some lenders ask for this fee
upfront although many may charge it at time of closing. This fee will vary from
lender to lender and may be based on the type of loan.

Credit report fee

This is the charge from a third-party provider to generate your residential mortgage

credit report. The lender will review the report in detail to verify debts and payment
history. Some lenders ask for this fee upfront although many may charge it at time of
closing. Lenders may only charge the actual cost of the credit report.

Appraisal fee

The appraiser is not an employee of the lender, but a third-party provider. The
appraisal determines the value of the collateral for the loan for the property you wish
to purchase. Since an appraisal is done by an outside entity, this fee may need to be
paid at the time of service, or again, could be included at closing.

Rate lock-in fee

This fee could be charged when you are locking your interest rate. This fee could be
due at the time of lock or added as a closing cost at settlement. A lender is required
to provide a lock-in disclosure.

Loan disclosures

A variety of federal and state laws require lenders to provide initial disclosures of your
mortgage costs within three business days of receiving your loan application or monies
from you. Let’s cover the types of disclosures you will receive (find examples of all these
documents under appendices).
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Colorado Tangible Net Benefit Disclosure Form

This disclosure states that a lender has the duty to not recommend or induce the
borrower to enter into a transaction that does not have a reasonable, tangible net
benefit to the borrower.

Colorado Lock-in Disclosure Form

The lender must disclose this form to the borrower within 72 hours of locking

the rate. It outlines all terms of a rate lock-in and how you will be notified of rate
changes. If the annual percentage rate (APR) rate changes by more than 1/8 of a
percent from the initial rate, up or down, you will be notified in writing, within three
days from the date of rate change.

Colorado Mortgage Loan Originator Compensation Disclosure Form

This form outlines details of the compensation that is paid, including compensation
paid by the funding lender as the result of the closing of your mortgage loan.

Good Faith Estimate

This statement includes the fees and costs associated with your loan. The lender
should also provide you with a copy of the Initial Fees Worksheet. This worksheet
will show in greater detail all the fees and costs associated with the loan, lender fees,
third-party fees, etc. These fees, also called settlement costs or closing costs, cover
every expense associated with your loan, including fees to process the loan, title
insurance, inspections, taxes and insurance, and government charges. The Good
Faith Estimate is just that — it is only an estimate. Your HUD-1 Settlement Statement
might differ from your most recent Good Faith Estimate. You should compare this
Good Faith Estimate with the HUD-1 Settlement Statement and ask your lender if
you have any questions before closing.

Let’s look at the sample Good Faith Estimate and Initial Fee Worksheet we provided.
A few items to point out: These documents are a summary of your loan information.
These documents will disclose the information as follows: initial loan amount, loan
term, initial interest rate, escrow account information, a summary of your settlement
charges, explanation of your settlement charges, charges for all other settlement
services, and a total estimated settlement charges.

Federal Truth-in-Lending Disclosure Statement

The Truth-in-Lending Statement is designed to promote full disclosure from
the lender about their costs and fees. This disclosure helps you be an informed
consumer. Refer to the example of the Truth-in-Lending enclosed.

a. Annual percentage rate (APR)

The APR on the Truth-in-Lending Disclosure Statement includes the points and
other fees that you are paying above and beyond interest on your loan, so the
APR will be higher than the interest rate. The APR is what you want to use when
comparing loans; it will give you the full picture of which loan will be least
expensive since it combines the interest rates with all other fees. This is the cost
of the credit as a yearly rate.



Finance charge

This is the dollar amount the credit will cost the borrower.
Payment schedule

Demand feature

The demand feature defines the terms under which the remaining principal
will be payable on demand to the lender. For example, a balloon payment is a
type of loan term that will have a demand feature. In a balloon payment, the
mortgage rates are typically lower for a specified amount of time, say 15 years,
and then at the end of the 15 years, the rest of the loan is due, in full,

on demand.

Variable rate feature

This box will be checked if your loan has a variable rate opposed to a fixed rate.
This feature will apply to adjustable rate mortgages (ARM) when the interest rate
is expected to change or adjust during the loan term.

Late charges

This item will disclose when a payment is considered late and the resulting
percentage that you will have to pay.

Prepayment penalties

In this case, lenders will charge a fee if the borrower chooses to pay off part or
all of the loan balance within a certain period. For example, a loan may have a
five-year prepayment penalty, which means the borrower will have to pay a fee
if he/she wishes to make additional principal payments, refinance or pay off the
loan within this five-year period.

Assumption feature

This indicates whether the loan can be passed on from a seller of the home to a
buyer, with the buyer assuming the loan and all outstanding payments.

Again, the Truth-in-Lending Disclosure Statement is a very good way to
compare costs between lenders on identical loan programs. When comparing
between lenders, look at the following:

e Type of loan

e Interest rate/APR
e Monthly payment
e Loan amount

e Loan terms

e  Other costs and fees
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VI.

Characteristics of subprime and predatory lending

A. Subprime loans

A subprime loan is used in any situation where the borrower or the property creates
more risk to the lender, and therefore has higher interest rates or fees. Subprime loans
may be predatory if they are sold to borrowers who in reality could qualify for a better
loan product. If you have credit problems and are thinking about a subprime loan, look
at other options first such as a government-insured loan or perhaps delaying purchasing
a home in order to improve your credit rating.

B. Predatory lending

Predatory lending uses certain tactics, products, and prices that are unfair to the
borrower. Some red flags for predatory lending include:

1.

Single-premium credit life insurance

This product pays off the balance of the loan in the event of the borrower’s death. A
predatory lender will tell you that single-premium credit insurance is required by the
lender in order to qualify you or approve your loan. This is a lie.

Prepayment penalties

When discussing the Truth-in-Lending Disclosure Statement, prepayment penalties
are fees charged if a borrower wishes to pay off part or the entire loan within a
certain period. This tactic can prohibit borrowers from refinancing because they
cannot afford the prepayment penalty fee, and may hold the borrower to a higher
interest rate for a longer period.

Balloon payments

This is a loan that has fixed monthly payments based on a 30-year schedule of
payments but with the entire outstanding balance of the loan coming due at the
end of a set period. Usually these periods are five, seven, ten, or sometimes fifteen
years. At the end of the set term, the borrower has to pay off the remaining balance,
called the “balloon” payment. Usually borrowers with balloon mortgages tend

to refinance before the end of the term. Borrowers should also be aware of the
consequences of not being able to refinance. In other words, when a balloon loan

is due, you must refinance or pay it in full. The balloon feature is considered to be
predatory if this feature is not properly disclosed to the borrower.

Option ARM/payments

An Option ARM is also referred to as a “pick your payment loan”. It is a loan that
has an adjustable rate feature, meaning your monthly payment will change at times
specified in the loan; for example, every month, every six months, or every year. In
addition, you get the option to choose from several payments each month.

a. You can pay the minimum payment, which covers only a portion of the interest
charges. If you pay this lowest payment, the additional interest is added on to
the loan balance and the loan actually gets bigger over time rather than smaller.
This is called “negative amortization”.

b. The second option is to pay interest only. This makes the loan balance stay the
same, but not go down.



c. The third option is to pay principal and interest on a schedule that will pay the
loan off over 30 years.

d. The last option is to pay principal and interest on a schedule that will pay the
loan off over 15 years.

Obviously, the partial interest payment presents the lowest payment option and
attracts borrowers to pay it over the higher, fully amortizing payments. When the
lowest payment is paid, and the loan balance gets bigger, there becomes a point,
which is spelled out in the loan documents, at which the borrower can no longer
make just the minimum payment, for example, 10 years, or when your balance hits
110 or 125 percent of the original balance. When this happens, it creates a significant
payment increase, which is most often completely unaffordable.

Negative amortization

As we described in Option ARM/payments, this is when your monthly payments are
not enough to cover the accrued interest. The unpaid interest will then be applied to
the principal balance, increasing the amount that you owe.

Higher interest rates and fees

Interest rates and fees that are not competitive with current market rates and not
justified based on your risk to the lender. If a lender convinces you to accept a higher
interest rate loan and promises to refinance you into a lower interest rate in the
future, this could be a red flag.

Discount points

This is a form of prepaid interest. One point is equal to one percent of the loan
amount. Paying points will reduce the interest payment (either temporarily or
permanently) which gets you a lower mortgage payment. If you are paying discount
points and they are not giving you a reduction in the interest rate, this is a red flag.
This is considered a predatory practice.

Padding costs and fees

Examples of these would be excessive processing fees, extra closing costs, or inflated
appraisal cost.

VII. Loan processing

So now you‘ve found your home and are under contract. Congratulations! Once you have
a fully executed contract to purchase, the loan process can take an average of three to four
weeks. Let’s look at what happens during the loan processing stage.

A.

Borrower coordinates inspection

After the seller accepts the buyer’s offer, the buyer hires a professional home inspector to
identify potential mechanical or structural problems with the property. If property passes
inspection, the buyer can move forward with loan processing. However, if the inspector
identifies potential problems, additional professionals may be required to inspect, i.e.,
structural engineer, environmental inspection for lead-based paint, radon, electrician,
plumber, roof experts.
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Lender orders appraisal

The lender hires an appraiser to give an independent and objective evaluation of the
current market value. The real estate contract gives a buyer the right to withdraw the
offer if the property appraisal is less than the purchase price.

Borrower procures hazard insurance

Usually referred to as homeowner’s insurance, the lender requires this type of insurance
to protect the home against hazards like fire or storm. You may still need hazard
insurance if buying a condominium or townhouse if the master policy is only studs-out
coverage. Flood insurance coverage is generally not included with hazard or homeowners
insurance policy; however, it may be required if you live within a flood zone.

Title company

A title company is a neutral third party that works for all parties involved in a real
estate transaction. They hold all monies and distribute it as instructed. They do not
interpret the contract for either party and they don’t give recommendations of how it
should be written.

1. HUD-1 Settlement Statement

The title company is responsible for preparing the HUD -1 Settlement Statement,
the official closing statement of the loan. This should be prepared a day before
closing and reviewed by you. This document can be compared to the Good Faith
Estimate that the lender gave you to assure the lender is charging the fees that were
originally disclosed.

2. Warranty Deed

At closing, the title company prepares the Warranty Deed, which transfers title to
the property. You should verify the accuracy of the address, legal information, and
name(s) on this document. The title company is the one responsible for assuring all
documents from closing are recorded as public record. Therefore, they typically are
the closing agent for the purchase.

3. The title company performs the title search to determine the answer to
three questions:

Does the seller have a saleable interest in the property?

What kind of restrictions or allowances pertains to the use of the land
(real covenants, easements, or other servitudes)?

Do any liens exist on the property that need to be paid off at closing (mortgages, back
taxes, mechanic’s liens, or other assessments)? A lien is a legal claim against the property.

4. Title insurance

You will also need to pay for title insurance, which covers the owner and the lender.
This protects you against financial loss as a result from defects from the title to real
property. (“Exceptions”: see page in sample title commitment that the title insurance
is insuring everything, except...)



5. Property survey or Improvement Location Certificate (ILC)

As part of the loan process, a lender will require either a survey or an Improvement
Location Certificate (ILC). This is an illustration of what the local jurisdiction has

on record in terms of the property boundaries. It is always good to check fences,
garages, sheds, etc., to assure they are within the property lines and not encroaching
on an adjacent property.

Charges

The title company will charge for the title policy that puts the home in your name
and provides insurance on title; conducting the closing for the real estate and
loan transaction; notarizing the documents and the cost of receiving electronic
documents and closing instructions from the lender and preparing for signatures;
and for any recording/filing and mailing fees.

Your contract or purchase agreement should allow you to cancel the transaction and
get your earnest money back if certain conditions written into the contract are not
met, such as a satisfactory home inspection.

VIIl.Loan underwriting and approval

Once all the necessary documents have been collected and the entire borrower’s information
is verified, the loan will move to the underwriting stage. The underwriter will review all the
facts about your assets, your capacity to repay the loan, how good a credit risk you are, and
the value and condition of the property you wish to purchase (the collateral). Using this
information, the lender determines whether or not to approve/recommend the loan.

A. Common reason for loan denial

1.

High ratios

This means that too much of your monthly income goes to pay installment debt,
such as credit cards or other loans.

Insufficient funds to close

This means you don’t have enough money to pay the down payment and/or closing
costs. If the loan program allows it, you may be able to get assistance from a
community-based nonprofit organization to help with the needed upfront costs.

Low appraisal

If the value of the house is less than the contract purchase price, the lender will
decline the original loan amount, but you might be approved for a lower
loan amount.
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4. Changes in your finances or credit score since pre-approval

As we discussed in the credit section, your credit score is crucial in the borrowing
process because it tells the lender how likely you are to repay the monies owed.
Different lenders and different types of loans will have different credit score
requirements. Discuss with your lender the factors for denial of credit due to your
credit score.

Remember, if your loan has been declined, you certainly have not missed your one and
only chance to buy a home. Do some research. Ask the lender if there is anything you
can do to fix the problems that caused your loan to be declined. Consider meeting with
a HUD-approved housing counselor to work on the problems that caused your loan to
be declined.

Loan closing

Lenders are required to provide closing documents prior to closing (federally-chartered
banks are exempt). The lender must provide these documents and the “Buying Your Home:
Settlement Costs and Information,” also known as the HUD booklet, within three business
days prior to closing.

A. Review your closing documents

Review the HUD-1 Settlement Statement! Compare this with the most recent Good
Faith Estimate. This is the final accounting of all the costs and credits associated with
the successful completion of any mortgage process (either refinance or purchase). This
document indicates how much money the borrower will be bringing to closing. Your
lender should review this document with you prior to closing. If necessary, ask about
differences between these two documents. Bring these documents to closing as

a reference.

And remember, do not sign anything you don’t understand. Speak up if something
does not make sense to you. And, if you want help deciphering the documents, contact
a housing counselor prior to closing to go over the loan documents with you.

Fulfill and complete all outstanding requirements prior to closing

As closing day approaches, there will still be tasks you will need to take care of. These
tasks include:

1. Afinal walk-through of the property one or two days before closing to make sure
the house is in the same condition as it was when you made the offer and all items
included in the contract are still in the property.

2. Review your HUD-1 Settlement Statement

3. Get a cashier’s check payable to yourself, for the amount you need to pay at closing
(your HUD-1 Settlement Statement will tell you how much you owe).

4. Call the utility companies to have the utilities transferred to your name as of the date
of closing.



5.
L]
L]
L]
C. Closing
1.
a.
b.
C.
d.
e.
f.
2.

Reasons that could prevent or delay a closing:

The walk-through the day of closing reveals damage or issues with property that
have arisen since inspection.

The lender has not finally approved the loan.
The title company has not received closing figures from the lender.

There is an issue with the buyer’s ability to close; due to circumstances since
initial approval, the buyer no longer qualifies for the loan (i.e., insufficient funds
for closing, loss or change of employment, buyer-incurred new debts).

The lender has not coordinated with the down payment assistance program and
the down payment assistance entity needs more time to close.

Attendees

There will be many players at your closing.

Title company’s closer: This person coordinates the closing transaction. He/she
receives and deposits escrow monies in established accounts and disburses funds
from each account. The title closer is also required to review closing documents
to determine accuracy of information and need for additional documents.

Real estate brokers: Both your agent and the agent for the seller.

Down payment program representative: This person may be here only if you are
getting down payment assistance and if that provider is required to be there.

Lender: The person that put together your loan
Seller

You!

Loan documents to sign

During your closing, there will be many loan documents for you to sign and it
can be overwhelming. Let’s break down these documents to help you gain a full
understanding and ease some of the anxiety about all the paperwork.

Deed of Trust (Mortgage)

The Deed of Trust is a document that secures your loan and is evidence of the
debt. Once signed, it will be recorded and becomes public record. The deed
will reference three parties: (1) the trustor, which is you as the borrower; (2) the
trustee, which is an independent third party that does not represent the buyer
or the seller, and in the state of Colorado the trustee is the Public Trustee of
your county; and (3) the beneficiary, which is the lender. It also covers the rights
of the borrower and the lender. The deed is a document that spells out all the
information about the loan including, but not limited to:
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1. Original loan amount

2. Legal description of the property being used as security for the mortgage
3. Parties involved (borrower, lender, and Public Trustee)

Inception and maturity date of the loan

Mortgage provisions and requirements

Late fees

N oo v o

Legal procedures (Example: If the borrower defaults on the loan, the public
trustee has the right to foreclose.)

8. Acceleration and alienation clauses; the right to accelerate the terms of your
loan, typically done in a loan default situation

9. Riders, which outline any prepayment penalties or terms of adjustable
rate mortgages

Promissory Note

This is a promise to pay the loan, from the borrower to the lender. While the
Deed connects the debt to the property as security, the Note is a document
that acknowledges the debt and indicates promise to pay. The Note will contain
the loan terms, such as interest rate. Unlike the Deed, the Note is not a publicly
recorded document.

HUD-1 (final)

The HUD-1 is the settlement statement. This is the final accounting of all the
costs and credits associated with the successful completion of any mortgage
process (either refinance or purchase). This document indicates how much
money the borrower will bring to closing. It is wise to compare this with your
Good Faith Estimate.

Final Truth-in-Lending (TIL)

You received an Initial Truth-in-Lending when you applied for the loan. A final
TIL is provided at closing since your loan and loan terms might have changed
since initial application.

Affidavits

These forms will ask you to confirm certain information in writing. The forms will
vary depending on your specific situation. A lender may require, for example,

that you complete an affidavit stating that you intend to live in the property that
you bought as your primary residence (versus it being a home that you will rent).

Power of Attorney

A power of attorney (POA) or letter of attorney is an authorization to act on
someone else’s behalf in a legal or business matter. The person authorizing
the other to act is the principal, granter, or donor (of the power), and the one
authorized to act is the agent. This document would be necessary if you are
unable to attend the closing.



Real estate documents to sign

a.

Warranty Deed

This is a type of deed that states that the grantor (seller) guarantees that he
or she holds clear title to a piece of real estate and has a right to sell it to the
grantee (buyer).

Buyer’s and Seller’s Statements

At closing, different statements are issued for the buyer and the seller. Each
statement (or settlement sheet) includes debits (amounts owed) and credits
(amounts to be received). On the buyer’s statement, the buyer is debited with
the purchase price of the property, and then the loans the buyer has on the
home are credited to the buyer. If there is a difference between the debits and
credits and the buyer owes money, this will be required from the buyer in cash.

Final Tax Agreement

Property taxes in Colorado are paid in arrears (i.e., the tax statement received in
2009 is for the 2008 property taxes). Real estate taxes are due for every single
day of the year; there can be no days left unaccounted for. Further, tax rates can
and do change. The final tax agreement will indicate the date that the real estate
change hands from the seller to the buyer and the tax rate at that time.

Final Water Agreement

Similar to the Final Tax Agreement, the Final Water Agreement indicates the date
that charges for water change hands from the seller to the buyer and the rate of
water at that time.

HOA fees

At closing, HOA fees will be addressed via the settlement statements. There
can be no lapse in payment for this type of fee, and the seller and buyer will be
credited and debited accordingly on the settlement statement.

Down payment, closing costs, prepaids, and escrows

Typically, these range between 2 and 3 percent of the purchase price of the
property, depending on where you purchase your home. This includes various fees
charged by the lender, taxes, and escrow and reserves.

a.

Down payment

Your down payment is due at closing; usually the earnest money you paid as a
deposit with your purchase offer is applied to the total down payment and/or
closing costs. The amount required for your down payment will vary based on
the type of loan you obtain.

Closing costs

Closing costs are the costs related to obtaining your loan, things like appraisal,
credit report, title insurance, lender processing fees, etc. Some of these items
might have been collected at application, like appraisal or credit report fee. Any
of the costs that are still owed will be collected at closing.
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c. Prepaids

Prepaids are items that are paid in advance at closing. For example, you may be
required to pay the first year homeowner insurance, additional months’ HOA
fees, etc.

d. Escrows

As mentioned earlier, your lender collects the taxes and insurance payments as
part of your mortgage payment and sets these aside into an account called an
escrow account. Depending on the time of year you are closing, the lender will
inform you how many months of real estate taxes and homeowners insurance
must be collected at closing.

Items to bring to the closing

Bring copies of the Good Faith Estimate and HUD-1, which you should have
received at least three days prior to your closing. You will need to bring a cashier’s
check payable to yourself. Do not bring a personal check or cash to closing. You
will need to bring an ID, such as a driver’s license, passport, or other form of legal
identification. Your lender will alert you to any other miscellaneous documents that
you might be required to bring. And finally, do not leave closing without a copy of
your signed mortgage and real estate documents.



section 3
real estate

Role of the real estate broker

The real estate broker helps you find a suitable home. He/she will prepare offers on
properties at a price that is acceptable to the buyer and will guide the buyer in the
purchasing process as well as keep the buyer informed. The broker will communicate
information from the seller and their listing agent and coordinate with the bank, title
company, and listing agent to assure everything is addressed in a timely manner. Lastly, the
real estate broker will disclose any material facts that the agent knows about the property or
Homeowners Association (HOA).

Selecting a real estate broker

A. Realtor® vs. a real estate broker

A Realtor (versus a real estate broker) is a person who belongs to a local board of
Realtors, has completed more educational requirements than a real estate broker, has
paid a fee, and is held to a higher standard and code of ethics. Hiring a Realtor versus a
real estate broker is always recommended.

B. How do you hire a real estate broker?

The best way is word of mouth from family and friends who have had a good
experience. You need a good person — one with experience in the first time homebuyer
market. Make sure you are comfortable with a real estate broker

before you sign anything!

This is not a time to hire a friend or family member who just got their license, especially
when utilizing first time homebuyer programs. The agent needs experience.

Once you have some choices, your last step should be to verify that whomever you
choose to work with is licensed and there are no disciplinary actions against them. You
can do this by visiting the Colorado Division of Real Estate’s website at
www.dora.state.co.us/real-estate/mortgage/disciplinary_action.htm

C. Questions to ask a real estate broker; interview a real estate broker to assure they are
going to work for you.

1. Do you work nights or weekends?

2. How many clients are you currently working with that are looking for homes?
3. How many times per week can we look at properties? What time?

4. How much time do you devote to clients?

5. Are you a HUD-registered agent? Have you had successful HUD bids in the
recent past?

6. Do you specialize in first time homebuyer programs? What has been your experience
with these programs?
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7. Do you have a website or program that clients can utilize to help them search for
homes online?

D. Types of real estate brokers

A good way to explain this is to draw a diagram as below to explain Seller, Buyer, and
Transaction Broker.

best price for house

seller’s agent )

2-3%

best house, lowest price

( buyer’s age

5-79

-broker facilitates purchase transactions without being an advocate or agent for either party

1. Seller’s agent

A seller’s agent (or listing agent) works solely on behalf of the seller to promote the
interests of the seller with the utmost good faith, loyalty, and fidelity.

a.

b.

The agent negotiates on behalf of and acts as an advocate for the seller.

The seller’s agent must disclose to potential buyers all adverse material facts
actually known by the seller’s agent about the property.

A separate written listing agreement is required, which sets forth the duties and
obligations of the seller’s agent and the seller.

The seller’s agent’s job is to sell the house for as much as they can. Very often,
the seller agrees to pay a commission (a percentage of the sales price) to
encourage the agent to obtain the highest price they possibly can for the home.
This range is usually in the 5-7 percent range (but not always).

2. Buyer’s agent

A buyer’s agent works solely on behalf of the buyer to promote the interests of the
buyer with the utmost good faith, loyalty, and fidelity.

a.

b.

The agent negotiates on behalf of and acts as an advocate for the buyer.

The buyer’s agent must disclose to potential sellers all adverse material facts
actually known by the buyer’s agent, including the buyer’s financial ability to
perform the terms of the transaction and, if a residential property, whether the
buyer intends to occupy the property.

A separate written Buyer Agency Agreement is required, which sets forth the
duties and obligations of the buyer’s agent and the buyer.

The buyer enters into a Buyer Agency Agreement (a contract to hire a real estate
broker). This agreement does not imply the buyer must purchase a home; it
simply means the buyer has selected a real estate broker to work with and
entered into an agreement to work with that agent. A buyer can only have one
contract with one real estate broker at a time.



e. Unless addressed in the Buyer Agency Agreement, the buyer does not pay
their buyer’s agent, as they are paid a percentage of commission from the
seller’s agent.

3. Transaction broker

A transaction broker assists the buyer, seller, or both throughout a real estate
transaction by performing terms of any written or oral agreement, fully informing
the parties, presenting all offers, and assisting the parties with any contracts,
including the closing of the transaction, without being an agent or advocate for any
of the parties.

a. A transaction broker must use reasonable skill and care in the performance of
any oral or written agreement.

b. A transaction broker must make the same disclosures as agents about all adverse
material facts actually known by the transaction broker concerning a property
or a buyer’s financial ability to perform the terms of a transaction and, if a
residential property, whether the buyer intends to occupy the property.

c. No written agreement is required.

Customer

A customer is a party (a potential buyer or seller) to a real estate transaction
with whom the broker has no brokerage relationship because such party has not
engaged or employed the broker, either as the party’s agent or as the party’s
transaction broker.

Exclusive Right-to-Buy Listing Contract/Buyer Agency Contract
(see appendices for full-size sample)

This is a binding real estate brokerage contract. This document will specify the
terms, buyer/broker relationship, broker’s duties, broker’s compensation, buyer’s
obligations, additional provisions, etc.

Since this is a binding legal contract, you must read and understand the terms and
conditions prior to signing this document. Your real estate broker should explain this
document so you understand it prior to your signing.

lll. Shopping for a home

A. Likes/dislikes

1.
2.

What have you liked about past homes/apartments?
What are current/future household needs? Will the family be expanding?

What are your wants/desires? - number of bedrooms, number of bathrooms, a
basement, garage, schools, square footage, location, etc. Now, what of these are
absolute needs to you and/or your family?

What are your personal/family interests and how do those relate to the search for
a home?
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B. Communicate with the real estate broker about likes/dislikes of homes that you are
touring. Often, you can narrow the search once you understand the market and housing
stock available.

C. Watch for signs that your expectations may not be realistic.

1. The real estate broker cannot find many or any properties to show you based on
your criteria.

2. The only homes available are less than desirable or in need of extensive repairs based
on affordability.

3. The only homes available are too small.

IV. Locations of homes

If you are lucky enough to realize where you want to buy and the homes are available in
your price range in that area, the home selection is usually much easier. Many first time
homebuyers might (or might not) have a general location in mind without narrowing down
to a particular neighborhood.

A. Multiple Listing Service (MLS)

It's a huge database that lists details on the majority of homes for sale; the only way to
access MLS is through a licensed real estate broker.

B. Public websites that can help a buyer become familiar with the market if your real estate
broker does not have such a tool

1. www.realtor.com
2. www.recolorado.com
3. www.coloradohousingsearch.com

4. www.coloproperty.com

C. Other house listings

Buyers can also research properties for sale through newspapers, real estate shopper
guides, open houses, etc.



D. Considerations when selecting a home/neighborhood

1. Local amenities

2. Local schools

3. Public transportation options

4. Call the local police department and inquire about crime rates in the area
5

Call the power/gas department and obtain the average gas/electric bills for
the home

6. Call the water department and determine the average water bills for the home
7. Talk to the neighbors
8. Visit the neighborhood at various times (day, evening, late night, etc.)

9. Check the County Treasurer’s office to determine the amount of the property taxes
for a specific property

10. Check the Public Trustee website to assure the home is not in foreclosure

Contact your agent to access properties

Always remember, if you have signed a Buyer Agency Agreement with a real estate
broker, call your agent to access any properties. Once you have selected a potential
home and the investigation outlined above is complete, develop a household budget
and determine if the purchase is realistic.

V. Types of homes

A.
B.

Single family is one house on a lot

Townhouse is a multifamily living whereby units are side-by-side and the homeowner
owns the unit

Condo is also a multifamily living whereby units can be above, below, and on each side;
the owner owns the space inside the walls

Modular homes are types of homes that are factory built and transported to the site
and assembled on a permanent foundation. They follow national building codes and are
treated as any other single family built home.

Manufactured/mobile home

Manufactured homes permanently fixed to a foundation where the land is part of the
property being sold; can be financed with real estate loans. In cases where the structure
is not attached to land and is mobile, it is not considered real estate and not able to be
financed with real estate loans. If a buyer is interested in this type of homes, they should
investigate the financing options and requirements with a local bank prior to selecting
a home.
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F.

Additional considerations

1.

Short sale
Often advertised as “pre-foreclosure”

Example

The seller bought their home a few years ago for $200,000. Since that time, they
have lost their job and cannot make their mortgage payment. The prices of homes
in the neighborhood have dropped to around the $140,000 price range. The seller
contacts their bank and negotiates a short sale or short payoff of $140,000 ($60,000
short). The important factor to keep in mind if you make an offer on a short sale is
that the sale is contingent upon bank approval — sometimes this can take months.

Foreclosed home

A home that is now owned by the bank or the mortgage insurance company
because the homeowner could not make payments over an extended period.
When purchasing homes in this category, each seller will have an addendum to the
standard Colorado Real Estate Contract that will state the terms and conditions of
the sale and deadline dates for inspections, loan approval, etc.

HUD home

A foreclosed home whereby the previous owner had an FHA loan. You can find
these homes at www.mcbreo.com and all offers must be made online through a
HUD-registered real estate broker. Buyers must have a loan pre-approval letter when
making offers.

Deed restriction

This is a means by which a community can maintain affordable housing inventory in
high priced real estate markets. Under this concept, a seller of a property is restricted
by the deed as to how much the property can be sold for and how much profit a
seller can make on the sale. There are typically income restrictions for the buyers
that apply each time the property is sold. You should read the legal documents in
their entirety and make sure you understand the restrictions. These are often a way
to purchase homes in areas where prices exceed the affordability of the labor force
(i.e., Boulder, Downtown Denver, Eagle, etc.).

Land trust

Under this concept, a land trust owns the property and rents it to the homeowners.
The land trust has a deed restriction on the property that states income
requirements for purchasers and equity restrictions for sellers. These land trusts are
often for 99 years, thus keeping housing affordable for many years to come.



VI. Homeowners Association (HOA) or Common Interest Community (CIC)
A. Who participates in an HOA?

An HOA is comprised of the homeowners — everyone is member. One can choose to be
uninvolved, but by virtue of purchasing where there is an HOA, one is a member.

B. What is an HOA?

HOAs are nonprofit corporations, meaning the board of directors must be volunteer and
cannot have financial gain for serving on the board. They conduct business as outlined
in the Articles of Incorporation and Bylaws. In the state of Colorado HOAs should have a
certificate of good standing from the Colorado Secretary of State
(www.sos.state.co.us/biz/BusinessEntityCriteria.do).

C. Are there any fees associated with HOAs and CICs?

There are fees associated with HOAs and CICs. Your real estate broker will confirm what
the fees include. Make sure you understand and can afford these fees.

D. What information should you receive regarding the HOA and who should provide it
to you?

When buying in an HOA, at a minimum you should get the following from your real
estate broker. Read them!

1. Articles of Incorporation
2. Bylaws

3. Restrictive covenants
(the rules to live there, i.e., pets, visitors, exterior design, parking, etc.)

4. Financial statements illustrating at least 10 percent of the HOA fees goes to a
reserve account

5. Lists of any special assessments (a lien filed against your property for repairs to the
complex not covered by the operating budget; usually occur because of major repair
items) being considered and any outstanding legal issues

6. Number of members late on HOA payments — provides an indication of how many
potential foreclosures

7. Number of owners versus renters (condos and townhomes) — you want at least 51
percent owners

8. Maintenance schedule and especially those projects planned for in the upcoming
year. See if there is sufficient money in the reserve account to pay for these items.

9. Six months of the past HOA board minutes for issues that might be of importance
to you as a new homeowner (lawsuits, engineering issues, contractor issues, physical
problems, etc.)

10. Annual meeting minutes



E. Why you should get involved

As a member, you want to keep abreast of how money is spent, make sure property is
maintained and the HOA operates as a business, has a maintenance plan, follows their
yearly budget, and listens to concerned homeowners.

A property management company usually maintains HOAs and CICs. Make sure the
property management company is bonded and insured; employees have CBI and FBI
background checks; and they report monthly financial status including a list of checks
written, who they were written to, and for what purpose (in addition to budget report).

VII. Purchasing a home
A. Submit a contract to purchase

When a home is of interest to you, the real estate broker will provide comparable analysis
of similar properties that have sold in the recent past (usually three to six months) as
these will likely be properties that appraisers will use for comparison in their analysis.

B. Earnest money

All offers must be accompanied by earnest money. This is an illustration of your good
faith and shows you are serious about buying the home.

1. Who sets the amount?

The amount of the earnest money is set by the seller but is a negotiable item.

2. First time homebuyers and money back at closing

Under the majority of first time homebuyer programs, you cannot receive money
back at closing. So, it is to your advantage to have your real estate broker negotiate
the lowest possible earnest money check ($500-$1,000). If the seller’s agent accepts
the offer, this earnest money must be deposited and held in escrow until the closing,
at which time you will receive credit for this contribution.

C. Submit an offer

When you submit the offer, your real estate broker attaches a lender letter that states
you have been prequalified for a loan.

1. The real estate broker, in conjunction with the lender, will develop an offer on the
standard Colorado Real Estate Commission-approved Contract to Buy and Sell
Real Estate.

2. Per the Buyer Agency Agreement (the contract that hired the real estate broker
to work for you), the price of the offer must be acceptable to you. The real estate
broker should review this contract paragraph by paragraph with you to assure that
you understand.



D. How to take title

When more than one person is purchasing a home, the borrower(s) must choose how to
take title to the property.

1.

Joint tenants

If one person dies, the house ownership goes to the surviving person upon proof of
a death certificate.

Tenants in common

If one person dies, their portion of the ownership goes to their estate.

Severalty

One person takes ownership to the property.

E. Purchase contract elements

The first page of the offer is a table that lists items that must be completed and
dates that must occur before you officially own the home. Some of these will be
nonapplicable, but many will apply.

1.

Forfeiting your earnest money

It is very important all of the items are completed by the date listed on the
contract. Otherwise, your real estate broker should prepare an Amend/Extend for
the Contract to Purchase to extend the dates. If a date passes, and that item has not
been successfully completed and you want to cancel the contract, you will lose your
earnest money deposit.

Acceptable reasons for cancelling the contract and recovering your earnest money
If the following contingencies exist, your earnest money will be refunded:

a. The seller cannot illustrate that you will have clear title.

b. You don’t approve the CIC documents.

c. The property does not meet inspection expectations.

d. You and the seller cannot reach an agreement about repairs to the property
prior to closing.

e. The house does not appraise for at least the purchase price.

f.  Your financing is not approved.
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3.

Important dates and deadlines
a. Title review and CIC review

You want to be assured you can take clear title to the property and there are no
major HOA issues.

b. Inspection

The house is inspected and you want to proceed with the purchase
(@an inspection usually costs $250-$350 at the time of inspection).

c. Appraisal

After inspection, you authorize the lender to order the appraisal
($400-$450 due at the time of request for appraisal).

F. Title

1.

Title commitment

Shortly after you have an accepted offer, you will receive a title commitment from
the title company in the mail. It is very important to read this document. The
purpose of this commitment is to illustrate:

a. Legal owner
b. Legal description of property (survey description, not address)
c. Exceptions to title commitment

This page explains that the title company is insuring everything except the items
listed on this page. They will not insure utility easement, water rights, mineral/
gas rights, HOA's, etc.

d. Requirements that must be satisfied prior to closing so that the buyer can take
clean or clear title

e. Homeowners association legal documents (because the HOA runs with the land)

f.  Certificate of Taxes

G. Home inspection

This is an opportunity for you to hire a professional home inspector to review the
condition of the property. You want the home inspector to work for you and to find
everything that is possibly wrong or any issues with the property.

1.

Selecting a home inspector

Inspectors are not required to be licensed in Colorado. It is very important to find an
inspector who is reputable and knowledgeable. Often, the real estate broker will give
a list of several inspectors they have had good experience with. It is very unethical
for a real estate broker to pay for or insist you use a certain inspector. You can talk

to friends and family who have recently used a home inspector. You can also find a
local home inspector that is registered with one of the National Trade Organizations
— National Association of Home Inspectors (www.nahi.org) and/or the American
Society of Home Inspectors (www.ashi.org).



The cost and who pays for it

The cost of a home inspection is approximately $300-$400. You, the borrower, pay
for this inspection the day the inspector conducts the service.

Other important considerations involving a home inspection

According to the real estate contract, you are responsible for everyone who comes
on the property on your behalf. So, it is extremely important that you confirm the
inspector is bonded and insured. If they accidentally damage the property during
the inspection, their insurance will pay, not you.

a.

You should be at the entire inspection and walk the property with the inspector.

This will take two to three hours. This is a good time to ask questions about the
home and find out how things work. Remember, if this is an existing home, it is
not going to come equipped with manuals taped to all appliances and systems.
Ask the inspector:

e How do you shut off the water?
e How do you shut off the gas?
e How do you drain the sprinkler system?

e How do you change the furnace filter?

Bank-owned properties

Be aware that if you are buying a bank-owned or foreclosed property, it may
be your responsibility to pay to have the water turned on and the house re-
winterized. This can cost an additional $300-$400. If you find items in the
inspection it is unlikely that the owner will repair them, but it never hurts to ask
(except HUD properties — they do not fix anything).

Mold, radon, and methamphetamine testing

The inspector can give guidance on the need for mold and radon testing. If the
buyer chooses to have these items tested, it will cost an additional fee. With
meth, the law states if the seller knew the property was a meth lab and they did
not mitigate it, they must disclose the condition. If additional testing is needed,
consult with your inspector.
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d. Further negotiations based on findings

The inspector should provide a written report that you can use to negotiate
the contract such as lowering the price, repair, or replacement of items with
the seller, if applicable. Upon receipt of the inspection, you and your agent will
choose one of the following:

a. Terminate the purchase contract
b. Request certain items be repaired by the seller

c. Request a price adjustment to the home so that you can address
inspection items after the purchase.

d. When utilizing the first time homebuyer down payment programs,
typically any health or safety issues must be repaired prior to closing.
These can include plumbing, electrical, roof, HVAC, and cracked and
peeling paint on properties build prior to 1978.

H. Survey

You have the right to survey the property. This is done by a professional surveying
company and can add $1,000-$3,000 to closing costs. Rather, what occurs most often
is you are provided an Improvement Location Certificate (ILC). This is the document
that illustrates the boundaries of the property based on the county records. The cost
of an ILC is about $100-$200. You should know that an ILC does not specify the legal
boundaries of the property; only a survey does that.

I.  Appraisal

The lender will require an appraisal on the property to determine fair market value at
the time of contract. You should not proceed with an appraisal until after all inspection
items have been resolved. Once you are sure you want to proceed with the purchase,
your lender may collect an appraisal fee (around $400) prior to contracting the service.
Lenders hire independent contractors to perform appraisals. You will be informed when
the appraisal is completed. The appraiser will review similar properties that have sold

in the neighborhood in the recent past (usually last three to six months). The property
should appraise for the purchase price, or (1) the deal can be canceled and you can
receive your earnest money back (providing the appraisal date has not passed), or (2)
the price can be renegotiated if all parties agree.

J. Real estate property disclosures and attachments to the contract
Several disclosures can be provided with the sale of each property:
1. Seller’s Property Disclosure

The seller provides a checklist of all items in the house and indicates if they work,
don’t work, or don’t know. This is not a property inspection. Colorado Real
Estate Law mandates that a seller tell the truth about the condition of a property
and they cannot cover something up without telling a buyer. On bank-owned
foreclosed property or property that was used as rentals, the seller will not provide
this disclosure.



2. Square Footage Disclosure

This disclosure indicates the source of the square footage estimate of the home.

3. Lead-Based Paint Disclosure

This disclosure is required for all properties built prior to 1978. Gives you the right to
inspect for LBP and discloses known lead issues, reports, or mitigation from the seller.

4. Mold Disclosure

The format is different from company to company and states the buyer is responsible
for determining if there is any mold in the home.

5. Bank addendums

These will be added on foreclosed properties and should be read carefully and
understood by the buyer.

K. Home warranty

This option can be offered by the seller, builder, your real estate broker, or you can
purchase your own. It is a warranty that covers the appliances, roof, and systems.
Because each warranty plan may be different, you should read the policy and be aware
of what the warranty covers, the process to have the warranty repair or replace certain
items, etc.

VIIl. New construction
If you are considering the purchase of a home from a builder, consider these suggestions.
A. Take your buyer’s agent to the initial visit
B. Research the builder reputation
1. Check the Better Business Bureau for any reports.
2. Read and understand the soils report.
3. Make sure the grading and drainage of the site is appropriate.
4. Research surrounding zoning to determine future development.
5. Understand the builder’s warranty and workmanship guarantee — Read it!
6. Ask how long the building process will take.
7. Determine the best way to communicate with the builder.

8. Ask about the energy efficiency of the home. Visit the ENERGY STAR™ website to
understand what the rating means.

9. Identify any factors that could modify the agreed-upon sales price.

10. Ask if there will be builder support after the purchase.
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Review the covenants and HOA documents
Property taxes

Determine if taxes are based on a full tax assessment or land only. Has the property
been reassessed now that there is a home onsite? If taxes have not been reassessed, be
prepared for a significant increase in your property taxes once fully assessed.

Request your closing once all items on the final punch list are completed.
Consider an attorney’s review of contract — the cost is usually less than a $200.

Hire a third-party inspector before the drywall is installed and another before the final
walk through with the builder. The inspection report can help create a punch list for final
closeout/walk-through.

Get receipts and physically verify all upgrades have been included.



section 4
post purchase

I. Moving day - taking possession

A. What are some of the first things you should do before moving into your new home?

1.

Change the locks

For security and privacy purposes, you should change the locks to your new home.
You don’t know who has a duplicate key and you do not want unexpected guests in
your home.

Recode garage door opener/keypad

You don’t know who has access to the code or has a duplicate garage door opener.
Some garage door openers are programmed, not coded, so you may not be able to
recode it. You might want to contact the manufacturer if your opener

is programmable.

Change address at post office (or get the key)

You can change your address at the local post office by filling out paperwork, or via
the internet at www.usps.com.

Multifamily units (and some single family) have centralized mail delivery locations.
Verify with the local post office what you need to get your mail delivery started at
your new address.

B. Moving company

1.

Considerations when searching for a moving company

Research the moving company to be sure they are reputable and registered with
the Better Business Bureau (BBB). Understand the fee structure (i.e. hourly, flat
rate, number of movers, etc.) as this will vary based upon the level of service you
choose. Moving companies should have insurance policies to protect your property
while they are providing a service. You want to ensure you understand their
insurance policy and that you have enough protection in case something is lost,
broken, or stolen.

Other things to consider when moving

Remember to consider the weather report; keep an eye out for rain/snow. Some
moving companies will not deliver your belongings if there are weather concerns. If
you decide not to utilize a moving company, be sure you are rewarding your friends
with something (i.e. food, gas money, beverages).

C. Transferring or setting up utilities

Even though the title company transfers some utilities, like water, you will want to follow
up with all utility companies to be sure it was done accurately. This will alleviate some
frustrations that occur as a new homeowner.
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Homeowner financial management

A. Developing a spending plan as a homeowner

Now that you are a homeowner, you will need to revisit your spending plan. You
created a spending plan to understand what your buying power is, but now you need to
consider the future.

1.

Budgeting for unexpected expenses and repairs

How much do you think you need to save annually for housing maintenance and
repair? Remember it is now your responsibility; no more landlords. We suggest you
should save about 1 percent of your home'’s value per year for home maintenance
and repair such as gutters, furnace, roof, water heater, etc. You may not use the
whole amount every year, but it will prepare you for larger purchases later on.
Research what the high ticket items cost, and create a savings plan to cover them.

Budgeting for future purchases

In addition to repairs, you might need new or newer things to complete your home.
Avoid large purchases on credit (i.e., cars, furniture, window coverings). Be sure you
are comfortable with all housing expenses, mortgage payment, utilities, HOA, etc.,
before you buy things and take on new debt!

Understand that store credit cards (Furniture Row, Home Depot, Best Buy, etc.) that
often allow you to purchase on credit without payments for an extended time and
no interest have high penalties if you do not pay them off prior to the due date.

Example

You purchase furniture from Company A, financing the purchase on the store’s
credit card for $1,500.00. You have one year to repay, but do not owe monthly
payments. The $1,500 does not accumulate interest unless you do not pay the
total amount prior to the one-year mark. If your payment is due by August 1 but
you only pay a portion, the interest from the entire year’s balance is added on.
Sometimes, this can add almost as much as the original balance. Be careful!

Invest in ENERGY STAR™ products

ENERGY STAR products cut down on the amount of energy used to operate
(Examples: light bulbs, dishwashers, washer and dryer, toilets, windows). Sometimes
there are rebates or tax incentives for buying these products; do the research. Also
consider an energy efficiency assessment of your house.

4. Credit

a. Maintain your credit

Now that you are a homeowner, you still want to keep and maintain your good
credit. Continue to pay your bills on time. Limit the amount of new credit you
obtain and monitor your credit report quarterly through free resources.

b. New credit solicitation

Be cautious of solicitation for new credit and other services you did not ask for or
need. As a new homeowner, you will receive a plethora of solicitations for new
credit, life/mortgage insurance, and other purchasing opportunities. Only buy
what you need and disregard any offers you did not seek out on your own.



c. Credit card applications and contracts

Read the fine print on credit card applications and contracts for any services you
request. Understand all the terms of the contract and/or credit cards; what the
introductory interest rate is, when it will increase, and what the penalties are if
you miss a payment or are over the limit.

B. Making your mortgage payment

1.

Mortgage payments are due on the first of the month

Even though you have a grace period until the 15th, you want to do your best to
make your payment on time.

a. You will receive a coupon book or monthly statement to include with
your check.

b. If you mail your check, allow for mailing time. Always write your loan number on
the check. Take your check to the post office; do not leave in your mailbox.

ACH options (Automated Clearing House)

Most lenders will allow you to set up an automatic monthly payment to be
withdrawn from your checking or savings account. Take advantage of this service;
it is free, you won’t miss your mortgage payment, and you will save the cost of a
stamp each month. Remember to have sufficient funds in the account and to verify
the payment was withdrawn every month.

Prepaying your mortgage

a. Penalties

Know whether your mortgage has a prepayment penalty. Remember, the Note
and Truth-in-Lending Statement will spell out the loan’s terms and conditions,
including any prepayment penalties.

b. Benefits

One extra payment a year can reduce your 30-year mortgage to a 22-year
mortgage

Reduces interest payments

Provides a higher likelihood of bringing your principal balance down. It may
also allow for more equity when you sell your home

Work with your lender to explore the potential benefit of making extra
payments (an amortization schedule)
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4. Biweekly payment options

The biweekly mortgage payment option usually requires you to set up a specific
account for half your mortgage payment to be withdrawn two times a month.
With this option, you will make 26.5 payments a year (or one full extra payment
a year). Verify that indeed this is optional and it is not written on the Note

and Deed of Trust. There might be fees involved when you set up a biweekly
payment with the servicer.

By making one extra payment a year, you reduce the interest paid over the life
of the loan. However, it might be difficult to budget that amount dependent on
your other bills.

C. Late payments

All mortgage payments are due on the first of every month. If your payment is received
after the 15th day of the month, you will be assessed a late charge. While your mortgage
payment will not be reported late at this time, you might receive a collection call.

1.

Late fees

There is typically a late fee equal to 4 to 5 percent of the monthly payment, if your
payment is not received by the 15th of the month. You can find your exact late fee
percentage on the Note.

Payment denial

Lenders do not have to accept your payment after the 15th unless your late charge is
included. The lender may take the payment, but not post it to your account until total
amount due is paid. Lenders also do not have to accept any payments once you reach
90 days past due, unless you pay the total arrearages (including fees and penalties).

When are late payments reported to the credit bureau?

Remember, all mortgage payments are due on the first of the month; therefore, they
are considered late on the second. The mortgage company/servicer is lenient since
they allow you 15 days to make a payment without late charges, and then another
15 days without reporting your mortgage late to the credit bureaus. All payments are
reported late after 30 days. It will affect your credit score. For example, if you don't
make your June 1 payment, it will be reported as late to the credit bureau(s) on July 1.

D. Secondary market

You may make payments to a lender other than the lender who closed your loan,
because the mortgage company that you closed the loan with might not be the investor.
It is not unusual for an investor to contract with a third-party servicing company. When
this is the case, you will be notified who your servicing company is and when to begin
making payments to that servicer.

1.

If your loan is sold in the secondary market to another investor/servicer, you will
receive letters from your existing investor/servicer and the new investor/servicer
alerting you to the change.

Once you receive a “goodbye” letter from your current investor/servicer, contact
them to verify your loan has actually been sold.

Remember that your loan terms do not change due to this activity.



Reasons your payments can change
A. Escrow account analysis

Your escrow is a breakdown of the annual cost for homeowner’s insurance, property
taxes, and mortgage insurance.

1. Property taxes and hazard insurance premiums are reviewed annually and your
monthly payment will be adjusted based on the outcome of these annual reviews.
Each county assesses property taxes differently and determines the amount of
taxes due.

2. Homeowner insurance premiums can change based upon property values or any
claims you might have filed. The servicer has no control over these changes.

3. Changes to property taxes and hazard insurance premiums usually result in a higher
mortgage payment.

B. Changes in interest rates
1. ARM adjustments
a. Varies from loan to loan

Depending on the term of your loan, the adjustment could occur every three or
six months or every one, three, five, or ten years.

b. Be aware and prepare

Review the terms of your ARM loan carefully so you will be aware of the date

your first adjustment will occur and the frequency thereafter. This information
is described on your Promissory Note. Prepare for the increases in your house
payment by reviewing your household budget.

2. Temporary buydown adjustments

a. Thisis a way to reduce temporarily your interest rate. If you have the temporary
buydown, the interest rate usually increases annually for a set number of years
until it remains fixed for the remainder of the loan term. Most commonly known
is a”3-to-1” buydown.

b. Review the buydown schedule so you will be ready for the increase in your
payments. And remember to review your budget so you are prepared for the
increased housing payment.

C. Tax adjustments on new construction

On new construction, your lender may have escrowed on land value only, and did not
consider the value of the building. Therefore, your payment will increase when the
county assesses the full property value.

A conservative method of calculating property taxes for new construction or remodeled
homes should be estimated by calculating 1 percent of the appraised value (of both land
and completed structure) and then divide by 12 for the monthly rate. Expect an increase
in your tax escrow payment when the county does a final assessment on the taxes for
the completed property.
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IV. Don’t become a target

A. Avoid solicitation for new credit

Use the “opt out” option. Call 1.888.567.8688 and follow the instructions to activate
this option.

B. Avoid identity theft

1.

Invest in a shredder

Dispose of unsolicited credit or any documents showing personal and private
information or that has the potential of being completed on your behalf. This will
prevent unwelcome individuals from gaining access to your personal information.

Safer mailing options

Avoid using your mailbox as an outgoing mail drop. As an alternative, consider using
a USPS drop-box, your office, etc.

Protect your personal/private information

Be cautious of who you give your Social Security number to; ask if an alternative
form of identification can be used.

C. Predatory practices

These are defined as activities that don’t have your best interest in mind. The predator
is driven by their own financial gain. For example: Joe Smith knocks on your door selling
new windows, and claims that you will have brand new windows installed by the end

of the week; all you need to do is pay upfront, in-full. You never see Joe Smith, the new
windows, or your money again.

1.

What are they?

Predatory practices are usually unsolicited goods or services offered by door-to-door
salespersons, lenders, phone calls, mail, etc. Remember to think, do | need this? If

you do, you should do your own research and seek out the product or service from a
reputable source. Also remember that if it sounds too good to be true, it probably is!

Who they target

Predators target people who they view as an easy target, i.e., anybody, including you
and me!

How to identify a potential predator

They will ask for/demand upfront payment; personal/private information; or they
may be someone contacting you for something you did not ask for, need, or want.

What to do if you suspect you are a victim

Contact the Civil Rights Division, the Attorney General’s Office, and the Federal
Trade Commission.



V. Home equity loans

Home equity loans are like using your home as an ATM. For example, your home is now
valued at $150,000 and you owe $100,000. This means you have $50,000 of equity in your
home. A home equity loan will give you access to cash by using your home as a collateral
for this loan. However, by doing this you will eliminate any equity/savings you had in your
property. A home equity loan may have closing fees. Weigh the pros and cons carefully
before forfeiting your equity.

A. Understanding true equity

True equity is the amount your home is worth after paying off the mortgage and paying
the costs for selling home (i.e., real estate agent’s commissions or buyer’s closing fees).

1. Passive equity vs. active equity

Passive equity is the physical attributes, such as property maintenance, landscaping,
updates, and the neighborhood. These can add or subtract equity to your home’s
value. Active equity is actually making your mortgage payments. Each time you
make a payment, a portion goes toward the principal balance, bringing down the
amount you owe and increasing the amount of equity.

B. 100 to 150 percent home equity loans

These are originated for the full home value or more, based on the concept that the
property value will appreciate or increase quickly. If it does not, then your loan/home is
“underwater” or “upside down”, meaning you owe more than the property is worth.

C. Alternatives to home equity loans

Determine the need for a home equity loan. There may be alternatives to using your
equity for home maintenance, college tuition, landscaping, vacation, buying large ticket
items, and/or paying off other debts. Paying off an unsecured debt (credit card) by
using a home equity loan is now securing the debt against your home. Be cautious. If
your loan goes into default due to financial difficulties, your mortgage servicers may be
unable to offer work out options under these circumstances.

1. Review your spending plan (wants vs. needs)

Look for other ways to save money to pay for the expenses; consider an additional
part-time/temporary job.

2. Community grants or other funding sources

There may be programs available in your community for emergency repairs; do your
research. Research student, parent loans, grants, and/or scholarships for
college education.
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VI. Refinancing
Before refinancing, consider the following:

e Determine the monthly savings on your mortgage payment under the new
loan terms.

e Determine the cost of the refinance.

e How long do you plan to stay in the home?

A. When is refinancing a good option?
1. Evaluate the cost benefit of refinancing to lower your interest rate.

The cost benefit of refinancing is based on the amount you will save monthly
versus the amount you paid in closing costs. You will need to determine how long
it will take to recoup the cost.

Example
The following is a scenario of the cost benefit analysis of refinancing to lower your
interest rate.

Original loan amount: $105,000

Original interest rate: 7.5 percent

Repayment period (amortization): 30 years

Original monthly payment: $734.20 (principal and interest only)
Total interest paid over 30 years: $159,312.00

Current payoff: $100,000

New loan amount: $103,000 (new loan of $100,000 + $3,000 in closing costs)
New interest rate: 6 percent

Repayment period (amortization): 30 years.

New monthly payment: $617.50 (principal and interest only)

Total interest paid over 30 years: $119,300.00

Monthly savings: $116.64

Now, to determine how long it will take to break even, or recoup the $3,000 of
equity you spent to refinance:

$3,000 (cost to refinance) divided by $116.64 (monthly savings due to refinance)=
25.7 months (or 2 years, 3 months).

This means that if you were to refinance with these terms, you would have to
continue to live in the home (without any further use of the equity) for over two
years before you break even on the money you used. To have more equity, you
would need to stay even longer.



2. Evaluate the cost benefit of a refinance to change the term of the mortgage loan.

Example
Changing your repayment period from 30 to 15 years

Original loan amount: $105,000

Original interest rate: 7.5 percent

Repayment period (amortization): 30 years

Original monthly payment: $734.20 (principal and interest only)
Total interest paid in 30 years = $159,312.00

Current payoff: $100,000

New loan amount: $103,000 (new loan of $100,000 + $3,000 in closing costs)
New interest rate: 6 percent

Repayment period (amortization): 15 years

New monthly payment: $869.17 (principal and interest only)

Total interest paid over 15 years: $53,450.60

Monthly savings: $0.00

Under this scenario your monthly mortgage payment will be higher and you should
only do this to save a considerable amount of interest over the life of the loan. Make
sure the higher monthly payments are within your budget and do not cause a
financial hardship.

Avoid unsolicited offers to refinance your mortgage. If refinancing into an ARM, make
sure there is an actual benefit to you.

. Avoid refinancing to pay off debt (also known as a cash-out refinance).
See alternatives above.

Cash out refinancing takes all the equity in a cash form and may limit workout options if
ever in need of foreclosure prevention options.

Reverse equity mortgages

You must be 62 years or older to be eligible. They are an opportunity to access your
investment today, rather than saving it for later. Borrowers considering a reverse equity
mortgage must attend a housing counseling session to fully understand how these
reverse equity mortgages work.
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VII. Maintaining your home and protecting your investment

A.

Get to know your home

Make sure you know all the quirks about your home to make sure you and others stay
safe. Remember the importance of attending the inspection to ask questions and benefit
from the knowledge the inspector can share with you about your future home.

Home safety

e Install or change batteries in the smoke detectors when you move in. A good rule of
thumb is to change the batteries when you change the clocks for Daylight Savings.

e Fire and police departments offer a home safety walk-through at no cost.

e Make sure your carbon monoxide detectors are placed appropriately; the fire
department can help with this.

e Have fire extinguishers in the kitchen and garage, and make sure you know how to
operate them.

e Lock your doors and windows.
e |dentify potential vulnerable doors and windows that may be easily broken.
e Consider window guards or stronger doors.

e Purchase a home security system
(this will also provide a discount on your homeowners insurance).

e Keep a list of emergency and non-emergency numbers easily accessible (i.e., fire,
police (non-emergency), doctor, poison control, animal control, etc.)

e Create a family emergency evacuation plan.

e Consider egress windows when there are sleeping areas in the basement.

Energy conservation tips

e Installing a programmable thermostat for your heating and cooling units will allow
you to only use the system while you are home, so that you do not use more energy
than you need. You can program the thermostat to a different temperature while
you are away.

e Turn off lights when exiting the room and appliances when not in use for
energy conservation.

e Keep in mind that buying and using ENERGY STAR™ products conserves energy, as
they do not require as much to operate. This includes installing compact fluorescent
lights (the twisty-looking ones) in every room.

e When electronics are not in use, unplug the unit. Even when the electronic is not in
use, it still draws electricity.

e Research what energy conservation products and ideas your utility company offers
(sometimes they even provide rebates).



Preventative maintenance

Clean out the gutters. This helps keep water from overflowing, and gutters from
falling off and causing other damage.

Drain spout extenders move water away from the house to prevent water damage to
the foundation.

Keep your lawn mowed to maintain a good curb appeal; be a good neighbor, and
avoid city or county fines.

Try looking at your home, exterior and interior, as if it is the first time seeing it, so
that you have a fresh perspective. This could aid in discovering new things that
need maintenance.

In the fall, drain hoses, turn off the exterior water, blow out sprinklers, and winterize
external water sources (including swamp coolers).

Keep bushes and trees trimmed, as they can cause damage to the property.

It is time to paint the exterior when you see paint chipping or peeling. Any exposed
siding or wood can rot.

Remodeling and major repairs

These help maintain and/or improve your property value. Be realistic that your
improvements match the look and feel of your neighborhood.
Avoid over-improvements.

Always get several estimates, and shop locally.

Get references and/or check the BBB website.

Investing in your neighborhood

Join commissions, boards, or associations so that you will have a voice in changes.
Communicate with neighbors often.

Identify problems with the neighborhood (such as uncut grass, unshoveled walks,
vacant homes, etc.). Help where needed, or report any violations
(after talking with the neighbor).

. Asset building

Your home is the biggest investment and a considerable financial asset. Over time,

the value of your home may grow as you continue to live in it, keep up with the
maintenance, and make your mortgage payments every month. As you make payments
and your loan balance decreases, home maintenance will also assist in preserving the
value of your home and home remodeling may add value to your home. Even if home
values go down, you should consider your home as a long term investment since if you
stay in your home long enough, it is likely that the home value will go up again.

69



H. Keeping records

Keeping copies of documents in a “Home Documents” folder allows for easy access
when you need them. Keep in mind these documents are very important; therefore, you
may want to keep them in a fireproof safe, at the bank, or in other trusted locations.

e Receipts for work done on the home
e Closing documents

® Property insurance info

e Property description

e Any user manuals for appliances, electronics, and other household items

.  Taxes and insurance

Make sure payments are current. Even if these are escrowed, you want to double check
they are being paid. You can call the mortgage company/servicer, county, or insurance
company. This information is also disclosed on your mortgage statement.

J.  Protecting your equity

Building equity is a true commitment from you as a homeowner. Protect this equity by
fully evaluating the cost benefit to taking the equity from your home and understand
the implications of doing so. Remember that this is supposed to be your long term
investment and will be the largest purchase you will ever make.

VIll.Reasons of foreclosure
A. Delinquent mortgage payment (see Deed of Trust)

Missing your mortgage payment is not always controllable (i.e., death, sickness, divorce,
loss of job or income, and other life events.) Therefore, it is important to contact your
lender/servicer right away if such events occur.

B. Delinquent HOA payments (See Declaration of Covenants)

You signed an agreement (Declaration of Covenants) at closing in which you agree that if
you do not pay your HOA dues, the HOA can file a lien and foreclose on your property.

C. Unpaid property taxes

Terms of the Deed of Trust may contain other reasons for acceleration (foreclosure) such
as unpaid property taxes, transfer of title from one person to another, failure to occupy
and/or maintain the property, etc.

IX. What to do if you cannot make your house payment
A. Call your mortgage lender/servicer
1. Communicate with your mortgage servicer that you are having problems.

2. Try to make arrangements with your mortgage servicer to find a solution.



Call a HUD-approved housing counselor for additional help. They can review your
situation and budget, and identify potential options. Additionally, they can help
educate you on the foreclosure process, and help you communicate with your
mortgage lender/servicer. You could also reach a HUD-approved agency by calling
the Colorado Foreclosure Prevention Hotline (877.601.4673).

B. Alternatives to foreclosure

1.

Curing the loan (reinstatement)

Curing a loan means bringing it current by paying, all at once and in certified funds,
all amounts currently due including the past mortgage payments, late fees, and all
foreclosure costs including any legal fees. Lenders are rarely permitted to reject such
full payments.

a. Lender not accepting partial payments

If your lender is not accepting partial payment, you should save the money
you would pay on the mortgage, so you’ll have it available to pay them later.
Remember, paying your mortgage first is the top priority.

b. Intent to Cure Form

In Colorado, your right to cure the loan ends 15 calendar days before the public
auction of your property, unless you file an Intent to Cure Form with the Public
Trustee’s office for your county. By filing this form, you should receive the cure
figures within one week before the sale. The Public Trustee’s Office must receive
a cashier’s check for the total figure before noon, one day prior to the public
auction. You can still try to cure with the attorneys for the mortgage lender/
servicer any time before the foreclosure sale date.

Forbearance agreement

Your lender/servicer may consider a repayment plan based on your financial
situation. The lender/servicer may even provide for a temporary reduction or
suspension of your payments. You may qualify for this if you have recently lost your
job/source of income, or if you had an unexpected increase in expenses. You must
furnish information/documentation as determined by your lender/servicer to show
that you will definitely be able to meet the requirements of the agreed plan by a
specific date.

Repayment plan

Although lenders accept full payments of all arrears, including late charges, all
mortgage payments due, and any accrued foreclosure costs and fees, they have no
obligation to accept your payment of any lesser amount. Therefore, a plan for
you to catch up over a period of months is an area for negotiations between you and
the lender/servicer.
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a. Reasons for denial
Your lender/servicer is less likely to agree to a repayment plan if you:
e Have broken previous repayment agreements
e Have been chronically late with your payments
e Have just recently closed on the loan

e Have too low an income to even make the new agreed payment based on
the payment plan

e Have none of the back payments saved up
e Owe more than three payments

e Are not able to catch up within four to six months

b. Housing counselor

Your housing counselor can help you try to negotiate a repayment plan that
you will be able to follow and afford. If three payments or less are due, lenders
will often accept a proposal to pay 25 to 50 percent more than your normal
payment each month until you are current. If you have saved money and are
able to make a larger first payment, this will strengthen your negotiating power.

4. Loan modification

This may be an option to help you catch up by adding the missed payments into the
loan. The loan may or may not be re-amortized to a longer term (normally 30 years).
The interest may also be changed, either temporarily or for the duration of the loan.
You may qualify if you have recovered from a financial problem and can show that
you can make the new payment.

5. Refinance

This means getting a new loan to replace your existing loan. If you have a high
interest rate, refinancing may be an excellent option to consider before you get
behind on your mortgage. If you're already behind, it will be much more difficult
to qualify for a new loan with a lower interest rate because of your damaged credit.
However, you may find a lender willing to refinance if you have substantial equity in
your home. Types of refinancing include:

a. Traditional refinancing

Using any lender who considers you an acceptable credit risk.
Note: This may be a high interest rate.

b. FHA “streamline” refinancing

Is done to reduce your current interest rate. This is only available for certain FHA-
insured loans. A qualifying criterion is that you must have made every mortgage
payment on time for the past year.



6.

10.

Selling the home

Contact one or more real estate brokers to discuss putting your home on the market
and to determine its current value (market analysis). Determine if there is sufficient
value to pursue selling your home (there are fees involved in selling a home). Your
lender/servicer may be willing to delay foreclosure if you have a closing date, and
occasionally, an accepted sales contract on the property.

Even if you're trying to keep your home and you don’t want to put it on the market
right away, it would be an excellent idea to identify a trusted real estate broker
that can list your house for sale if your circumstances change (i.e., unable to cure
the loan).

Renting the home

This may require mortgage servicer’s approval.

Deed-in-lieu—of-foreclosure

This is an agreement between the borrower and the lender whereby the property

is transferred to the lender to fully satisfy the debt. The lender may be willing to
accept a small loss through this arrangement in exchange for avoiding the expense,
time, and trouble of foreclosing. The borrower suffers less credit damage than if
foreclosure had occurred, and is relieved of the risk of a deficiency judgment. Some
lenders will consider this option only when convinced that the borrower has suffered
severe hardship.

Cash for keys

This is an option for borrowers for whom eviction is eminent. You hand the keys over
to the mortgage company/servicer and leave the house in “broom clean” condition.
The mortgage company/servicer pays you a fee to leave, rather than having to pay
the cost of an eviction.

Reverse mortgage

You may qualify for a reverse mortgage if:

® You are a senior homeowner over 62 years of age.
® You reside in the home most of the year.

* You have some equity left in your property.

This is similar to a refinance in that it would bring your mortgage payments current
and pay off the loan. The best part is that you do not make payments. And further,
depending on the amount of equity you have, you may get money back in various
forms like a monthly payment, a line of credit, a lump sum, or a combination of
the above.
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11. Short sale

A short sale is another way a homeowner may be able to sell a home even though
the proceeds of the sale will not be sufficient to pay off the loan balance and cover
real estate commissions, etc. The Veteran Administration (VA), HUD, a private
mortgage company, or a conventional lender may agree to accept a lower payoff
because of the reduced market value. An experienced real estate broker could assist
you with this process.

12. Bankruptcy

Chapter 7 or 13 bankruptcy could stall foreclosure action. A Chapter 13 filed before
the foreclosure sale may allow you to keep your home. Consult with one or more
bankruptcy attorneys to determine if bankruptcy would be appropriate for you.
Many bankruptcy attorneys will discuss your situation at no charge for an initial
consultation. Note: Statistics show that 75 percent of most bankruptcies fail within
the first year because the family hasn’t addressed the financial issues in the first place.

C. Foreclosure
1. Nonjudicial foreclosure (most common in Colorado)
a. By Public Trustee covered by Deed of Trust
b. Explanation of timeline/process

New Foreclosure Process
(January 1, 2008)

dec 1 jan 1

60 days late

payment due 30 days late

foreclosure
loss mitigation reo

Preforeclosure is the period when the borrower is in default of their loan, usually
for lack of payments for more than 30 days. During this time, the mortgage
company and eventually their legal department send warning and Intent to
Foreclose letters.

NED — Notice of Election and Demand for sale filed by the mortgage company’s
attorney with the County Public Trustee.

Within 20 days after recording the NED, the Public Trustee will send the
Combined Notice to the borrower. The notice will tell the borrower that the
home is in foreclosure, and identify the foreclosure sale date.

Hearing with the District County Court (not the foreclosure sale) - must be
obtained at least 15 days prior to the sale date of the property.

Intent to Cure must be filed no later than 15 days prior to the sale of the home.



Public Sale day — If curing the default, all sums due and owing must be paid via
certified funds to the trustee by Noon on the day before the sale.

Must follow Colorado eviction statutes; Cash for Keys should be considered prior
to this action.

2. Judicial foreclosure
a. By court order (i.e., enforced judgment)

b. Sheriff involvement

X. What to do next

With the pride and satisfaction of homeownership, you will also have an array of new
responsibilities. However, you must be responsible before you even buy a home. Take what
you have learned in this class and determine:

® Are you ready to own a home?
e Is your financial situation strong enough to move forward with the buying process?

e s your credit, debt, etc., healthy enough to not only buy, but keep your home?

If you feel confident that you are ready for homeownership, then your next step would be to
find a lender and get pre-approved for a mortgage loan.

Some suggestions for finding a lender are:

e If you already have a relationship with a financial institution, you can ask about the
mortgages, rates, and terms they have to offer.

® You can also ask for referrals from a friend or family member that has had a good
experience with a lender in the past.

e CHFA keeps a list of “CHFA Participating Lenders” on their website at www.chfainfo.com

For more information and to reference the material presented in this class you can download this
information by going to www.chfainfo.com/homebuyer/Homebuyer_Education_course_schedule.icm.
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section 1 appendix

spending plan worksheet - page 1 of 2

spending plan worksheet

instructions

1. Calculate monthly net income in box 1.
2. Calculate monthly expenses using page 2, box 4.

3. Insert and compare income vs. expenses in box 3.

il monthly net income EJ compare income & expenses

Net* monthly wages $ Net* monthly income (1) $

Net monthly wages of others in home | $

Public assistance/food stamps $

Unemployment/disability $ Estimated expenses

Child support/alimony $ Fixed (4a subtotal) $

Social Security/retirement $ Variable (@b subtotal) $

Other $ Periodic (2, monthly portion) | $

Other $ Minus | $
Total monthly net* income _ Balance | §

* After tax withholding and other deductions

pAl periodic expenses

These are expenses that come up once or twice a year. Fill in the estimated costs under the month they are due.
Taxes, insurance premiums, auto servicing, tires, license, birthdays and holidays, educational costs, vacations, etc.
Do not include taxes withheld from your paycheck, but do include estimated tax payments you make to the IRS.
Add your total yearly periodic expenses and divide by 12 to determine the monthly portion.

January $ July $
February $ August $
March $ September $
April $ October $
May $ November $
June $ December $
Subtotal | § | Subtotal | $ |

Total periodic expenses
12

= Monthly portion periodic expenses

1 11/1071
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spending plan worksheet - page 2 of 2

spending plan worksheet

4 monthly expenses

Calculate your monthly expenses by projecting expenditures in these categories and then comparing those
projections to what you actually spend. Over the next month, record your expenditures and then re-enter the
numbers in the worksheet. After completing the projections use the first page to do a direct comparison of
income vs. expenses and make adjustments as needed.

4a. fixed expenses projected 4b. variable expenses projected

Housing Food/beverage
Rent/mortgage $ $ Groceries $ $
Insurance/taxes $ $ Food/beverage eaten out $ $
Home equity loan(s) $ $ Household operation
Utilities Repairs & supplies $ $
Telephone $ $ Furnishings & appliances $ $
Heating $ $ Outside upkeep $ $
Electricity $ $ Transportation
Trash/garbage $ $ Gas & repairs $ $
Water $ $ Other transportation $ $
Sewer $ $ Savings/investments $ $
Cable $ $ Clothing $ $
Other $ $ Personal/child/elder care $ $
Auto Charity/gifts special expenses | $ $
Loan payment $ $ Medical/dental care $ $
Insurance $ $ Pet food/medical/etc. $ $
Credit card payment(s) $ $ Pocket money $ $
Taxes not withheld $ $ Recreation/entertainment
Insurance premium(s) Travel & entertainment $ $
Life insurance $ $ Education/reading $ $
Other $ $ $ $
Personal loans $ $ $ $
Child support/alimony $ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
$ $ $ $
(4a) Subtotal | $ |'s | (4b) Subtotal |'$ |'s
Total expenses
2 11/10v1
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truecredit sample credit report

appendix

SAMPLE REPORT

Consumer Credit Report
January 5, 2004

2 TrueCredit’

Account History Information

Experian TransUnion [2
i Account Number: 12347 12340 0-1234*
Consumer Information ype: Real Estate Real Estate Mortgage Real Estate
Lg" al'i;“ " 733"‘5'1"{:" " 475 "ilf3; " Condition: Open Open Open
ample Repo ample A. Repor ample Repo ibility:
T30 i 8 LosAngees 139 Hin S Los Anles 120 HhShee Rosponsibiity: _ Inia il bl
000 Garden St, Orange, CA 000 Garden S, Orange, CA 000 Garden St ay Status: 60 days lafo Gharge off 30 days lato
TrueLink TrueLink, Inc Date Opened: 06/01/2000 06/2000 06/2000
Date Reported: 01/01/2002 01/2002 0112002
Balance and Limif Balance of $104,000 Balance of $104,000 $104,400
Consumer Statement Payment and Terms:  $1130 for 360 months $1130 for 360 months Payment $1130.
I did not o ABC 1 /ABC Electronics would not repair o High Balance: $106,400 $106,000 $106,400
replace the radio and they would not e me retum or exchange the radio. Snce the radio was deleciive and un-useable | efused (o pay for i Past Due: s0 50 s0
Remarks:
Summary Information Two Year Payment History:
Experian 50 B0 [
Experian TransUnion Equifax Aug Sop
Count 1 1 1 TransUnion
Balance ($) 106400 106400 106000
Payment ($) 1130 1130 1130 Equifax
Current 1 1 1
Delinquent 0 0 1 i o
Deroeny i 9 N Seven Year Payment History: :
0 0 0 Experian TransUnion [2
Experian TransUnion Equifax 30 Days Late: 1 1 1
3 2 2 60 Days Late: 1 1 0
Balance ($) 1354 n73 "73 90 Days Late: 0 1 0
The section contains information about your name, addresses, The section provides detailed information about all

and employment.
« Date reported: The date the information was first reported to the bureau by your creditors.
« Last updated: The date the information was last updated with the bureau by your creditors.

9 The CONSUMER STATEMENT section contains a personal comment that you have
submitted to the credit bureaus for inclusion in your report.

(@ The SUMMARY INFORMATION section contains a list of your payment history—broken down
by account type.

The five types of accounts are—

« Real Estate: Primary and secondary mortgages on your home.

* Revolving: Accounts comprised of opened terms with varying payments, such as a credit
card account.

« Installment: Accounts comprised of fixed terms with regular payments, such as a car loan.

« Other: Accounts in which the exact category is unknown. This could include 30-day
accounts, such as an American Express® account.

« Collection: Accounts seriously past due including accounts assigned to an attorney,
a collection agency, or a credit grantor's internal collection department.

The summary includes the following information for each of the five types of accounts—
« Count: Total number of accounts you have in the given category.
« Balance: Total amount you owe on all accounts in the category.
« Payment: Total monthly payments you must make on all accounts in the category.
« Current: Number of accounts in the category that are properly paid.
« Delinquent: Number of accounts in the category for which payments are past due.
« Derogatory: Number of accounts in the category that negatively impact your credit rating.
« Unknown: Number of accounts in the category whose condition was not reported by the
credit bureau.

This section also summarizes your open accounts, closed accounts, public records,
and inquiries—

* Open/Closed Accounts: A total number of all accounts that are either open or closed.

« Public Records: A count of any public records in your name, and the total amount of
money involved for all public records. Public records may include judgements against you
in civil actions, state or federal tax liens, and/or bankruptcies.

« Inquiries: An inquiry appears when an organization such as a bank or retail store
requests a copy of your credit report. This number reflects how many inquiries were made
on your credit report within the last two years.

credit accounts in your name. Accounts are divided into five categories—Real Estate,
Revolving, Installment, Other, and Collection.

This section includes the following information for each of the five types of accounts—
+ Creditor Name: The abbreviated name of the the person or agency that gave you the
credit account, such as a bank, credit card company, or mortgage lender.

« Account Number: An identifying number for your account. Typically, this would be a
credit card number for a credit card account, or a loan identification number for a mortgage.

Type: The type of account. Some common account types are Real Estate, Automobile,
Educational, and Credit Card.

« Condition: Adetailed description of the account's payment status as of the last reported date.
+ Responsibility: The role that you play in the account. For example, “Individual” or “Joint.”
« Pay Status: The state of the account. For example, “Open” or “Closed.”

« Date Opened: The date when the account was opened.

« Date Reported: The last date when any activity in this account was shown. Activities
include payments, credit card billings, etc. Very recent activities may not yet show on your
account, since it takes time for them to appear in the bureaus’ computer system.

+ Balance and Limit: The amount you presently owe on the account (based on the last
reported activity) compared to the maximum amount of credit approved. Very recent
activities may not yet have appeared in the bureaus’ computer system, so this balance
may be a few days out-of-date.

+ Payment and Terms: The amount and number of monthly payments scheduled.

« High Balance: The most you have ever owed on this account. In the case of a credit card,
for example, this would be the highest balance you've ever accumulated. For a mortgage,
it would be the initial amount of the mortgage, not the current paid-down principal.

Past Due: The amount of payment overdue as of the most recent reported activity. Very

recent payments may take a few days to appear on your credit report.

+ Remarks: If there are any remarks by you or your creditor included in the account
information, these remarks will appear here.

« Two Year Payment History: At the bottom of the account information, you will see a
histogram that graphically illustrates your payment history over the past two years.

+ Seven Year Payment History: A record of any late payments that have occurred over the

past seven years.

13
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truecredit sample credit report

@ Inquiry Information

Public Record Information

Experian TransUnion Equifax

Type: Chapter 7 Bankruptoy Chapter 7 Bankruptcy Chap 7 Bankruptcy
Status: Filed Filed Filed
Date File/Reported: 08/1996 08/1996 08/1996

iow File Individual Acct Individual Account Individual Acct
Reference #: 10-11-15 -15 -11-15
Closing Date: 12/15/1996 1211996 12/15/1996
Co County Court County Court County Court
Lial 50,000 $50,000 $50,000
Exempt Amount: $1,000 $1,200 $1,000
Asset Amount: $15,000 $15,000 $15,000
Remarks:

Bank 01/0212002 TransUnion
Credit Card Company 12/13/2001 Equifax
Credit Card Company 12/05/2001 Experian
Mortgage Lender 1111912001 Experian

© Creditor Information

Bank Credit Card 123 Main Street, Los Angeles, CA 000000 (800) 000-1234
Bank Credit Card 333 Garden Street, Orange, CA 000000 (800) 000-1234
Auto Lender 000 Main Street, New York, NY 000000 BY MAIL ONLY

The section lists publicly available information about legal

matters affecting your credit. These public records may include judgements against you in civil
actions, state or federal tax liens, and/or bankruptcies.

For each public record, some or all of the following information may appear—
« Type: The type of record, be it a Tax Lien, Legal ltem, Bankruptcy, Wage Item, Judgment, etc.
« Status: Current status of the record.

« Date Filed/Reported: Date when the record was initially filed or created.

+ How Filed: The role that you play in the record, usually the record is either filed
Individually or Jointly.

+ Reference #: Identifying number for the record.

+ Closing/Released Date: Date when the record was closed or the judgement awarded.

* Court: The court or legal agency that has jurisdiction over the record.

« Amount: Dollar amount of the lien or judgement.

+ Remarks: If there are any remarks by you or the court included in the public record
information, these remarks will appear here.

If the Public Record is a Bankruptcy, three other fields will be visible—
« Liability: The amount the court found you to be legally responsible to repay.
+ Exempt Amount: A dollar amount claimed against you, but an amount in which the court
has decided you are not legally responsible.
+ Asset Amount: The dollar amount of total personal assets used in the court's decision.
The Asset Amount can include items of value that can be used to pay debts.

eThe INQUIRY INFORMATION section lists details about each inquiry that has been made into
your credit history. Details include the name of the creditor or potential creditor who made the
inquiry and the date when the inquiry was made.

An inquiry appears when an organization such as a bank or retail store requests a copy of
your credit report. These requests can only be made if you have a credit granting relationship
or are applying for credit with the organization. The requestor's name will appear on your
credit report, allowing you to monitor who accessed your credit report.

Please Note: An excessive number of inquiries may adversely affect your creditworthiness. However, inquiries you personally
have made via TrueCredit.com are considered to be *soft inquiries” that will not negatively impact your credit standing.

eThe CREDITOR INFORMATION section lists the names of all creditors and potential creditors
that appear on your credit report. The list includes both creditors that appear in your Account
History section and creditors that appear in the Inquiry Section. Each creditor's address is
listed to the right of the creditor's name. When available, the creditor’s phone number is also
listed. Creditors without listed numbers must be contacted via the U.S. Postal Service.

section 1
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experian sample credit report

appendix

Sample Credit Report Page 1 0f4

Online Personal Credit Report from Experian for
perian credit report prepared for .
i CONSUMER

g ftems
- Accounts in good standing

Jroualiopar, — - Requests for your credit history
e e
e s o s
et sorces.
i can
s et on o gl
ogonto et g or Dispae”a he e

your report sumber.

n ———— o back to top

Potentially Negative tems

Public Records

MAIN COUNTY CLERK.

Address: entifcation Numer Pramm

123 MAINTOWN 5 1 JETE—
UFFALO . Y 10000

Report number
‘You will need your report

number to contact Experian
online, by phone or by mail

Index
Navigate through the
sections of your credit report
using these links.

Potentially negative
items

tems that creciors may

account and any other
information reported to
Experian by the creditor,
Also includes any
bankruptcy, lien and

i e s e and i n A 207,

o clim pid.

DA e

Responsivily:
INDIVIDUAL

Credit items

ABCD BANKS
Address: AccounT NamBer
100 CeNTER 1000000

e
e e

Date Opened:  Type et CmoTgal Amount
102005 nstalment E
Reported Since: Terms: High Balance:

12 Monihs NA

Date of Status:  Monthly. Recent Balance:
042007 Payment: $0as of 0472007

obtained directly from the
courts

Status:

Indicates the current status.
of the account

g

Ityou believe informationin
ate

by usi
oaline mspule service
loc:

www experian.comidisputes

Disputing online is the
fastest way to address any

‘Sample Credit Report Page20f4
MA COLL AGENCIES
Address Account Number Giiginal Credior
PO BOX 123 o123456789 TELEVISE CABLE COMM.
ANYTOWN, PA 10000
(555 sss-55s5
Siatts Collecion account $95 past e 5 o 42000
Gte Opened Credt CmoTginal Amaunt
o205 o5
Reported Since High Balance:
02005
Date of Status:  Monthly Recent Balance
2005 Payme 595 s of 412005
Recent Payment
Last Reported:  Responsibily: 50
042005 Idivual
Your siatement. TEM DISPUTED BY CONSUMER — Accounts
_— standing
Aecount TRy — Lists accounts that have a
Collection as of 42005 _— positive status and may be
_ viewed favorably by
_— creditors. Some creditors
_— do not report o us, 50 some.
- of your accounts may not be
Accounts in Good Standing bk gl

AUTOMOBILE AUTO FINANCE
A Account Number
12345678958,
SLLTowN D 30001
(59 sE 5555
Status. OpeniNever e,

Type:

Account type indicates
whether your account is a

Dare Opened
ovz2006
Reported Since:

12006 65 Montns.
Date of Status:  Monthly
oarz007 Payment

Cred mOTgIRa Amount
si0385
High Balance

revolving or an installment
account.

Rocent salance:
57

s210
Last Reported:  Responsibility:

200 Indvicual
A
Address Account Number
PO BOX 1234 1234567800

FORT LAUDERDALE. FL 10009

Sias: ClosedNever ai

Bate Opened:  Type
oanser Revoling
Reported Since: Terms

o 1 vontn
Date of Status: M"nm,
oa2006 yment

5
Last Reported:  Responsibility
oarz006 Indvicual

CreaR oG al Amount
o

High Balance
3228

ecent Balance:
50 fpaid as of 0812006
Recent Payment
%0

ent Payment: concemn you may have
st Reports: Resparsy about the information in Vour sarEmenT
ouzo07 nchcha Jour credit eport Accountcosed at consumers request
AecounT o,
60 days asof 12,2008
30 days a5 of 1:2006
‘Sample Credit Report Page 3014 Sample Credit Report Page dof 4
Requests for Your Credit History Personal Information B Personal information:
Requests Viewed By Others. Personal information
Requests for your credit frenty, i associated with your history
atory ot ththasboen epord o
" xperian by you, y
saame Ao called nquiies crocors and othe scurces,
fan apolcaton.  requests for your credit
ete. history are logged on your Names. I‘mrﬁf g gay .Tcsmae r;;me a{]\d
JorNQ ConsUMER wTown o ocial Security number
HOMESALE REALTY CO _ bt [t — denticaion number variations, employers,
Addre et o Requeet oS your cred o o telephone numbers, etc.
T om0 D a1 oG information. There are two JONATHON @ CONSUMER Type of Residence: Mulamiy e s
ANYTOWN CA 11111 types of inquiries. Name identifcation number: 15622 Geographical Code: 0-156510.31-8840 e
ety IR 50 you know what is being
Conmment i Narme denticaon number 1962 o555 SWPLE pLACE reported to us as belonging
RESS M. I ANVYOWN MD 90002-7777 1o you.
transaction initiated by you. Social Security number variations: Qs denttication numbe
M & TBANK . These include inquiries 999999999 Type of Residence: Single famiy Address information:
Poo bty from your appications for Geographical Code: 0176510338840 N .
rosoxio s credit insurance, housin Year of birth B Your current address and
(e85 555 5555 other loans. They also 1950 Adies5; 039 HIGH DRIVE APT 158 previous address(es)
Commens: include transfer of [ OO 50008 555
ecors i 3.2008 unit o a collection b ‘Adstess entication mamber
Creditors 0170129301
WESTERN FUNDING INC iew these items wher ployers: Type of Residence: Apartment complex
Address Date of Request evaluating your ABCDE ENGINEERING CORP Geographical Code: 0-156510-31-8840
191 W MAIN AVE STE 100 01/25/2006 creditworthiness.
INTOWN CA 10000 Telephone numbers: ersonal statement
(559) ss5.9555 (555) 555 5555 Residential Personal stetement
Comments: m iries resuling from _— Anypersonal statement that
“ ey, @ma ot e you added to your report
o) ot o s Your Personal Statement - appears here.
Requests Viewed Oy By You allowed under e FCRA_ [P —— Note - statements remain a5
":5‘9 inelu ﬁ """’W’”"e part of the report for two
ooy Ofers aswellasfor — s VoS and dislay o anyone
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cedmortiness
MNN BANK USA Experian 2007. All rights reserved.
Dt o7 Request oo B
T o006
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Posoxas cansiz006
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(559 5555555
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trans union sample credit report

section

NDLO!
s s " e A
Sample Trans Union Credit Report
Is the most common and standard type of report accessed. Contains information from credit grantors, courts, and
collection agencies regarding the historical loans by the consumer.

TRANS UNION Credit Profile Report
TRANS UNION
W. ADAMS

CHICAGO, IL 60604
800-888-4213
Date Reported: 4/6/2004

Personal Information
Name: ALFONSO B DOE Date of Birth: 8/1/1963
SSN: 000-00-0000 Phone: 456-7890
On File Since: 5/1/2002

Address: 5E ANYSTREET
FANTASY ISLAND IL 60750
Reported On: 7/1/2002

Address: 7E ANYSTREET

LARCHMONT NY 10538
Reported On: 5/1/2002

Employment Information

Company . .
Name: UNKNOWN Date Hired: Occupation:
Date -
Reported: Income:
Separation
Company - .
Name: ABC PIPE CO Date Hired: Occupation:
Date -
Reported: Income:

Separation
Date:

Block Code: Block Group Status:
GEO Status: No Future Address Entered

Address Indicator: Future Address ZIP Code:

Block Code: Block Group Status:

Report Summary

Accounts Balance: $3,790

Total # of Trades: 30 Days:

3 0 ¢
Current Trades: 1 60 Days: 0 Mnthly Payment: $20
. . Credit Limit: $1,600
Unrated Trades: 0 90+ Days: 0 .
. . High Credit: $2,746
Curr Neg Trades: 2 Inquiries: 8 .
! s . Total Real Est. Bal.: NIA
Hist Neg Trades: 0 Ing. last 6 mnths: 4 Lot Rov. Bol 1,044
No. of Accts Paid: 0 Public Records: 2 Tot. Ins'allmen‘l "
Curr Past Due: 2 Collections: 2 Bal.' $2,596
AmountPastDue:  $2746  OldestTrade:  12/11986 oo 5
Scorecards
Scorecard: EMPIRICA
core: 502
Reasons: (038) Serious delinguency, and public record or collection filed

(013) Time since delinquency is too recent or unknown
(020) Length of time since derogatory public record or collection is too short
(018) Number of accounts with delinquency

Collections

Member Number Industry Code Amount
Creditor Account Number Balance
Status

Narratives

0596D001/CAPITAL CRDT Collection services  4/1/2002 $5,845
TEST 55784 12/1/2003 $5,845
(9B)Collection account -

Placed for collection

0596D001/CAPITAL CRDT Collection services  12/1/2002 $245
TEST 976461 7/1/2003 $245

(9B)Collection account -

98643314 Miscellaneous and public record

Trade Lines

Eirm Name/1D OpenedCredit  Balance MoPmnt 30 60 90

mit
Account Number ReporteHigh Past MoRep  Pattern
Credit Due
KoB Acct.  ChargeofOrig. Date
Type Amt.  Closed
Status Lst. Closed Owner Terms
Paymnt. Ind
AL GAS/U 075GY001 12/1/2002 - $2,596 - - - -
976415 4/1/2004  $2,596 $2,596 - -
Utilities Installmen - - -
(9B)Collection account - Individual -
account
Placed for collection
BOSS FINANCI/F 034GJO01 12/1/1996 - $150 - - - -
97641 3/1/2004 $150 $150 - -
Finance, Open - - -
(9B)Collection account - Individual -
account
Placed for collection
CITI1/B 064DB002 5/1/2002 $1,600 $1,044 $20 0 0 o0
54241801 3/1/2004 $0 $0 23 1111111111111
Banks Revolving - - - 1111111111
(01)Paid or paying as agreed 3/1/2004 Individual ~ MIN

account

Geo Code Placed for collection
GEO Status: Insufficient Current Address .
Address Indicator: Current Address ZIP Code: 60750 Public Records
Court Name/Number Date Member Amount Inquiries
Reported Number : "
Record Type Date Paid  Plaintiff Assets IDZa/;e/2003 Subscriber Namels;ogscnber# Amount 2/I73rket zubmarket :fv?frsance
Court Type Acc Attorney Liability 12/4/2003 100001240 17 NY Insurance
i Designator Credit card and
Public Record Disposition Docket Industry 11/20/2003 VOLVO N01212622 15 DF travel/entertainment
companies
o 12/1/2002 05027021 $1.500 11/14/2003 CITIMORTGAGEF00023746 o7 sL Finance, personal
Civil judgement Tndividual - - 4/5/2003 TESTCODE  K00000004 06 TR Contractors
Individual account - - Miscellaneous and
86146 Miscellaneous and public record 2/10/2003 EQUIFAX MTG  Z00008281 06 CH public record
Credit card and
412012002 CITI NO00012831 06 CH travel/entertainment
12/1/2002 05027021 $789 companies
Civil judgement - - - Credit card and
Individual account - - 712001 CITI NO00012896 06 CH travel/entertainment

companies

Warning Messages

Phone Append - 4-Default product delivered / PO3
HAWK - 1-Requested product delivered /

EMPIRICA - 4-Default product delivered /

07011 - 1-Requested product de red / GO7

07011 - 1-Requested product delivered / G04

06800 - 4-Default product delivered / OFAC Advisor Clear

Input; year issued: 1965-1967; state: NY; (est. Age obtained: 0 to )
File; year issued: 1965-1967; state: NY; (est. Age obtained: 1 to 4)
Credit data not suppressed

©2000-2010 The Landlord Protection Agency, Inc. All Rights Reserved.




section 1

appendix

your credit score helps determine what you’ll pay for credit and insurance

Your Credit Score Helps Determine
What You’ll Pay For Credit And Insurance

(NAPS)—Ever wonder how a
lender decides whether to grant
you credit? Creditors use credit
scoring systems to determine if
you’d be a good risk for credit
cards, auto loans, mortgages and
insurance. A higher credit score
means you are likely to be a good
risk, which, in turn, means you
will be more likely to get credit or
insurance—or pay less for it.

The Federal Trade Commission
(FTC), the nation’s consumer pro-
tection agency, wants you to know
how credit scoring works.

What Is Credit Scoring?

Credit scoring is a system cred-
itors use to help determine
whether to give you credit. It also
may be used to help decide the
terms you are offered or the rate
you will pay for the loan.

Information about you and
your credit experiences, like your
bill-paying history, the number
and type of accounts you have,
whether you pay your bills by the
date they’re due, collection
actions, outstanding debt and the
age of your accounts, is collected
from your credit report. Using a
statistical program, creditors com-
pare this information to the loan
repayment history of consumers
with similar profiles.

What Can You Do To Improve
Your Score?

Credit scoring systems are
complex and vary among creditors
or insurance companies and for
different types of credit or insur-
ance. If one factor changes, your
score may change; but improve-
ment generally depends on how
that factor relates to others the
system considers.

Nevertheless, scoring models
usually consider the following
types of information in your
credit report to compute your
credit score:

Did You Know

Creditors use credit scoring
systems to determine if you’d be
a good risk for credit cards, auto
loans, mortgages and insurance.
A higher credit score means you
are likely less of a risk. To learn
more, visit www.ftc.gov.

Properly designed, credit scoring
systems enable faster, more accu-
rate and more impartial decisions.

* Have you paid your bills on
time? You can count on payment
history to be a significant factor.

* Are you maxed out? Many
scoring systems evaluate the
amount of debt you have com-
pared to your credit limits.

* How long have you had
credit? Generally, scoring systems
consider the length of your credit
track record.

* Have you applied for new
credit lately? Many scoring sys-
tems consider whether you have
applied for credit recently by look-
ing at “inquiries” on your credit
report. Applying for too many new
accounts in the recent past could
have a negative effect on your
score.

* How many credit accounts do
you have and what kinds of
accounts are they? Although it is
generally considered a plus to
have established credit accounts,
too many credit card accounts
may have a negative effect on
your score.

To learn more, visit www.ftc.gov
or call toll free (877) FTC-HELP.

Creditors use credit scoring
systems to determine if you’d be a
good risk for credit cards, auto
loans, mortgages and insurance.
//l Your Credit Score Helps Deter-
mine What You’ll Pay For Credit
And Insurance

1.7
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building a better credit report

BuiLbING A
BeTTeER CREDIT

. EPORT

g

THE FAIR CREDIT REPORTING AcT

The Fair Credit Reporting Act (FCRA) promotes the accuracy, fairness, and privacy of
information in the files of the nation’s credit reporting companies. The FTC enforces the

information about consumers to credit reporting companies and businesses that use credit
reports also have new responsibilities under the law.

reports and credit reporting companies.

Q. Do | HAVE A RIGHT TO KNOW WHAT'S IN MY REPORT?

the requests were related to employment.

>

Credit reporting companies collect and sell four basic types of information:

number, employer, and spouse’s name are noted routinely. The credit reporting
company also may provide information about your employment history, home
ownership, income, and previous address, if a creditor asks.
Payment history: Your accounts with different
creditors are listed, showing how much credit has been
extended and whether you've paid on time. Related
events, such as the referral of an overdue account to a
collection agency, also may be noted.
Inquiries: Credit reporting companies must maintain a
record of all creditors who have asked for your credit
history within the past year, and a record of individuals
or businesses that have asked for your credit history
for employment purposes for the past two years.
o Publ Events that are a matter of public record, such as
bankruptcies, foreclosures, or tax liens, may appear in your report.

Q. s THERE A CHARGE FOR MY REPORT?

>

every 12 months, if you ask for it.

appen

BuiLbiING A BETTER CREDIT REPORT

£ yow've ever applied for a credit card, a personal loan, or insurance, there’s a file about
you. This file is known as your credit report. It is chock full of information on where you
live, how you pay your bills, and whether you've been sued or arrested, or have filed for
bankruptey. Credit reporting companies sell the information in your report to creditors,
insurers, employers, and other businesses with a legitimate need for it. They use the
information to evaluate your applications for credit, insurance, employment, or a lease.

Having a good credit report means it will be easier for you (o get loans and lower interest
rates. Lower interest rates usually translate into smaller monthly payments.

Nevertheless, newspapers, radio, TV, and the Internet are filled with ads for companies and
services that promise to erase accurate negative information in your credit report in exchange
for a fee. The scam artists who run these ads not only don’t deliver — they can’t deliver. Only
time, a deliberate effort, and a plan to repay your bills will improve your credit as it’s detailed
in your credit report.

The Federal Trade Commission (FTC), the nation’s consumer protection agency, has written
this booklet to help explain how to build a better credit report. It has six sections:

explains your rights under the Fair Credit Reporting Act and
the Fair and Accurate Credit Transactions Act.

tells how you can legally improve your credit report.

offers tips on dealing with debt.

cautions about credit-related scams and how to avoid them.

offers information about identity theft.

lists resources for additional information.

FCRA with respect to these companies. Recent amendments o the FCRA expand consumer
rights and place additional requirements on credit reporting companies. Businesses that provide

Here are answers to some of the questions consumers have asked the FTC about consumer

A. You have the right to know what’s in your report, but you have to ask for the information.
The credit reporting company must tell you everything in your report, and give you a list
of everyone who has requested your report within the past year — or the past two years if

Q. WHAT TYPE OF INFORMATION DO CREDIT REPORTING COMPANIES COLLECT AND SELL?

e Identification and employment information: Your name, birth date, Social Security

Under the Free File Disclosure Rule of the Fair and Accurate Credit Transactions Act
(FACT Act), each of the nationwide credit reporting companies — Equifax, Experian,
and TransUnion — is required to provide you with a free copy of your credit report once

Q. How DO | ORDER MY FREE REPORT?

A. The three nationwide credit reporting companies are using one website, one toll-free
telephone number, and one mailing address for consumers to order their free annual
report. To order, click on annualcreditreport.com, call 1-877-322-8228, or complete the
Annual Credit Report Request Form and mail it to: Annual Credit Report Request Service,
P.O. Box 105281, Atlanta, GA 30348-5281. The form is on page six; or you can print
it from ftc.gov/credit. Do not contact the three nationwide credit reporting companies
individually. You may order your free annual reports from each of the credit reporting
companies at the same time, or you can order order them one at a time. The law allows
you to order one free copy from each of the nationwide credit reporting companies every
12 months.

Q. WHAT INFORMATION DO | HAVE TO PROVIDE TO GET MY FREE REPORT?

A. You need to provide your name, address, Social Security number, and date of birth. If
you have moved in the last two years, you may have to provide your previous address.
To maintain the security of your file, each nationwide credit reporting company may ask
you for some information that only you would know, like the amount of your monthly
‘mortgage payment. Each company may ask you for different information because the
information each has in your file may come from different sources.

Still, annualcreditreport.com is the only authorized online source for your free annual
credit report from the three nationwide credit reporting companies. Neither the website
nor the companies will call you first to ask for personal information or send you an email
asking for personal information. If you get a phone call or an email — or se¢ a

pop-up ad — claiming it’s from annualcreditreport.com (or any of the three nationwide
credit reporting companies), it’s probably a scam. Don’t reply or click on any link in the
message. Instead, forward any email that claims to be from annualcreditreport.com (or
any of the three credit reporting companies) to spam@uce.gov, the FTC’s database of
deceptive spam.

Q. ARE THERE OTHER SITUATIONS WHERE | MIGHT BE ELIGIBLE FOR A FREE REPORT?

A, Under federal law, you're entitled o a free report if a company takes adverse action
against you, such as denying your application for credit, insurance, or employment, and
you ask for your report within 60 days of receiving notice of the action. The notice will
give you the name, address, and phone number of the credit reporting company. You're
also entitled to one free report a year if you're unemployed and plan (o look for a job
within 60 days; if you’re on welfare; or if your report is inaccurate because of fraud,
including identity theft. Otherwise, any of the three credit reporting companies may
charge you up to $10.50 for another copy of your report within a 12-month period.

To BUY A COPY OF YOUR REPORT, CONTACT:

Equifax Experian TransUnion
1-800-685-1111 1-888-397-3742 1-800-916-8800
equifax.com experian.com transunion.com

1.9
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Under state law, consumers in Colorado, Georgia, Maine, Maryland, Massachusetts,
New Jersey, and Vermont already have free access to their credit reports.

For more information, see Your Access to Free Credit Reports at fic.gov/credit.

‘ouR ACCESS TO FREE
CrepIT REPORTS

F1C.GOV/CREDIT

CREDIT SCORES

Q. WHAT IS A CREDIT SCORE, AND HOW DOES IT AFFECT MY ABILITY TO GET CREDIT?

A. Credit scoring is a system creditors use to help determine whether to give you credit, and
how much to charge you for it.

Information about you and your credit experiences, like your bill-paying history, the
number and type of accounts you have, late payments, collection actions, outstanding
debt, and the age of your accounts, is collected from your credit application and your
credit report. Using a statistical formula, creditors compare this information to the credit
performance of consumers with similar profiles. A credit scoring system awards points for
each factor. A total number of points — a credit score — helps predict how creditworthy
you are; that is, how likely it is that you will repay a loan and make the payments on time.
Generally, consumers who are good credit risks have higher credit scores.

You can get your credit score from the three nationwide credit reporting companies, but
you will have to pay a fee for it. Many other companies also offer credit scores for sale
alone or as part of a package of products.

For more information, see Need Credit or Insurance? Your Credit Score Helps Determine
What You'll Pay at fic.gov/credit.

ice?

section

7/
EQquirax experian TransUnion
Annual Credit Report Request Form

You have the right to get a free copy of your credit file disclosure, commonly called a credit report, once every 12 months, from each of

he nationwide consumer credit reporting companies - Equifex, Experian and TransUnion.
For instant access o your free credit report, visit www.annualcreditreport.com.

or more information on obtaining your free credit report,visit www annualcreditreport.com o call 877-322-8228.

Use ths form if you prefer 1o write o request your credit report rom any, or all, o the nationwide consumer credt reporting companies. The
lowing information is required to process your request. Omission of any information may delay your request.
Once complete, fold (do not staple or tape), place into a #10 envelope, affix required postage and mail to:
Annual Credit Report Request Service P.O. Box 105281 Atlanta, GA 303485281

Please Use & BIack or BIUE Pen and wille your responses i CAPITAL LETTERS Wilnout touching (he sides of the boxes like Ine examples lsted below:

PRINTED
A[B[c[D[E[F[6[HIT[J[K[L[M[N[O[P [Q[R[S[T[U[VW[X[Y[Z] [o[I[2[3[u4[5[6[7]8]9

Date of Birth:

Social Security Number:
(TT-C0-00T 0 LV eI
Monin Day Vear

First Name M

Tost Name SRR e
Current Mailing Address:

House Number Street Name

Apartment Number / Private Mailbox For Puerto Rico Only:_Print Urbanization Name

City State  ZipCode

Previous Mailing Address only if at current mailing address for less than two years):

House Number Street Name

‘Apartment Number / Privale Mailbox

City State__ ZipCode.

For Puerto Rico Only: Print Urbanization Name

| want a credit report from (shade

NEep CREDIT OR INSURAN

£ HELPS.
‘ouR CREDIT SCOR
u 'L PAY

DeTeRMINE WHAT You

Shade Circle Like This —> @

Not Like This > 1§ d

each that you would like to
receive).

O Shade hereit,for security
reasons, you want your credit
teport o Include no more than
the last four digits of your
Social Security Number

F1c.GOV/CREDIT

@ Transunion

If additional information is needed to process your request, the consumer credit
reporting company will contact you by mail. 31238
‘Your request will be processed within 15 days of receipt and then mailed to you.

| Capvigh 2000, Contl Sosce LLC

IMPROVING YOUR CrEDIT REPORT

Undcr the FCRA, both the credit reporting company and the information provider (the
person, company, or organization that provides information about you to a credit
reporting company) are responsible for correcting inaccurate or incomplete information in
your report. To take advantage of all your rights under the FCRA, contact the credit reporting
company and the information provider if you see inaccurate or incomplete information.

1. Tell the credit reporting company, in writing, what information you think is inaccurate.
Include copies (NOT originals) of documents that support your position. In addition to
providing your complete name and address, your letter should clearly identify each item in
your report that you dispute, state the facts and explain why you dispute the information,
and request that the information be deleted or corrected. You may want to enclose a copy
of your report with the items in question circled. Your letter may look something like the
one on page 8. Send your letter by certified mail, return receipt requested, so you can
document what the credit reporting company received. Keep copies of your dispute letter
and enclosures.

Credit reporting companies must investigate the items in question — usually within 30 days
— unless they consider your dispute frivolous. They also must forward all the relevant data
you provide about the inaccuracy to the organization that provided the information. After
the information provider receives notice of a dispute from the credit reporting company, it
must investigate, review the relevant information, and report the results back to the credit
reporting company. If the information provider finds the disputed information is inaccurate,
it must notify all three nationwide credit reporting companies so they can correct the
information in your file.

‘When the investigation is complete, the credit reporting company must give you the written
results and a free copy of your report if the dispute results in a change. (This free report
does not count as your annual free report under the FACT Act.) If an item is changed or
deleted, the credit reporting company cannot put the disputed information back in your

file unless the information provider verifies that the information is, indeed, accurate and
complete. The credit reporting company also must send you written notice that includes the
name, address, and phone number of the information provider.

If you request, the credit reporting company must send notices of any correction to anyone
‘who received your report in the past six months. A corrected copy of your report can be
sent to anyone who received a copy during the past two years for employment purposes.

If an investigation doesn’t resolve your dispute with the credit reporting company, you can
ask that a statement of the dispute be included in your file and in future reports. You also
can ask the credit reporting company to provide your statement to anyone who received a
copy of your report in the recent past. Expect to pay a fee for this service.

©

. Tell the creditor or other information provider, in writing, that you dispute an item. Be sure
to include copies (NOT originals) of documents that support your position. Many providers
specify an address for disputes. If the provider reports the item to a credit reporting
company, it must include a notice of your dispute. And if you are correct — that is, if the
information is found to be inaccurate — the information provider may not report it again.

SAMPLE Dispute LETTER

£/

Date

Your Name
Your Address

Your City, State, Zip Code

Complaint Department
Name of Company
Address

City, State, Zip Code

Dear Sir or Madam:
| am writing to dispute the following information in my file. The items |
dispute also are circled on the attached copy of the report | received.

This item (identify item(s) disputed by name of source, such as creditors
or tax court, and identify type of item, such as credit account, judgment,
etc.) is (inaccurate or incomplete) because (describe what is inaccurate or
incomplete and why). | am requesting that the item be deleted (or request
another specific change) to correct the information.

Enclosed are copies of (use this sentence if applicable and describe any
enclosed documentation, such as payment records and court documents)
supporting my position. Please investigate this (these) matter(s) and
(delete or correct) the disputed item(s) as soon as possible.

Sincerely,
Your name

Enclosures: (List what you are enclosing)
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AccURATE NEGATIVE INFORMATION

When negative information in your report is accurate, only the passage of time can assure its
removal. A credit reporting company can report most accurate negative information for seven
years and for 10 years. about
an unpaid judgment against you can be reported for seven years
or until the statute of limitations runs out, whichever is longer.
There is no time limit on reporting information about criminal
convictions; information reported in response to your application
for a job that pays more than $75,000 a year; and information
reported because you've applied for more than $150,000 worth
of credit or life insurance. There is a standard method for
calculating the seven-year reporting period. Generally, the

period runs from the date that the event took place.

i)

ADDING AccouNTs 10 YOUR FiLE

Your credit file may not reflect all your credit accounts. Most national department store
and all-purpose bank credit card accounts are included in your file, but not all. Some local
retailers, credit unions, and travel, entertainment, and gasoline card companies are among
those that usually aren’t included.

If you’ve been told that you were denied credit because of
an “insufficient credit file” or “no credit file” and you
have accounts with creditors that don’t appear in your
credit file, ask the credit reporting companies to add
this information to future reports. Although they

are not required to do so, many credit reporting
companies will add verifiable accounts for

a fee. However, if these creditors do not

generally report to the credit reporting

company, the added items will not be

updated in your file.

appen

DeALING wiTH DeBT

aving trouble paying your bills? Getting dunning notices from creditors? Are
I Iyour accounts being turned over to debt collectors? Are you worried about losing your
home or your car?

You’re not alone. Many people face financial crises at some time in their lives. Whether the
crisis is caused by personal or family illness, the loss of a job, or simple overspending, it can
seem overwhelming. But often, it can be overcome. The fact is that your financial situation
doesn’t have to go from bad to worse.

If you or someone you know is in financial hot water, consider these options: rca]lsuc
budgeting, credit counseling from a reputable debt

How do you know which will work best for you? It depends on your level of debl your level
of discipline, and your prospects for the future.

SELF-HELP

DEvELOPING A BUDGET

The first step toward taking control of your financial situation is to do a realistic assessment
of how much money you take in and how much money you spend. Start by listing your
income from all sources. Then, list your “fixed” expenses — those that are the same each
month — like mortgage payments or rent, car payments, and insurance premiums. Next, list
the expenses that vary — like entertainment, recreation, and clothing. Writing down all your
expenses, even those that seem insignificant, is a helpful way to track your spending patterns,
identify necessary expenses, and prioritize the rest. The goal is to make sure you can make
ends meet on the basics: housing, food, health care, insurance, and education.

Your public library and bookstores have information about budgeting and money management
techniques. In addition, computer software programs can be useful tools for developing and
maintaining a budget, balancing your checkbook, and creating plans to save money and pay
down your debt.

CONTACTING YOUR CREDITORS

Contact your creditors immediately if you’re having trouble making ends meet. Tell them why
it’s difficult for you, and try to work out a modified payment plan that reduces your payments
to a more manageable level. Don’t wait until your accounts have been turned over to a debt
collector. At that point, your creditors have given up on you.

DeALING wiTH DeBT CoLLECTORS

The Fair Debt Collection Practices Act is the federal law that dictates how and when a debt
collector may contact you. A debt collector may not call you before 8 a.m., after 9 p.m., or
while you’re at work if the collector knows that your employer doesn’t approve of the calls.

Collectors may not harass you, lie, or use unfair practices when they try to collect a debt. And
they must honor a written request from you to stop further contact.

CreDIT COUNSELING

If you're not disciplined enough to create a workable budget and stick to it, can’t work out a
repayment plan with your creditors, or can’t keep track of mounting bills, consider contacting
a credit i ion. Many credit ing or ions are nonprofit and work
with you to solve your financial problems. But be aware that just because an organization says
it’s “nonprofit,” there’s no guarantee that its services are free, affordable, or even legitimate.
In fact, some credit counseling organizations charge high fees, which may be hidden, or
pressure consumers to make large “voluntary” contributions that can cause more debt.

Most credit counselors offer services through local offices, the Internet, or on the telephone.
If possible, find an organization that offers in-person counseling. Many universities, military
bases, credit unions, housing authorities, and branches of the U.S. Cooperative Extension
Service operate nonprofit credit counseling programs. Your financial institution, local
consumer protection agency, and friends and family also may be good sources of information
and referrals.

Reputable credit counseling organizations can advise you on managing your money and
debts, help you develop a budget, and offer free educational materials and workshops.

Their counselors are certified and trained in the areas of consumer credit, money and debt
‘management, and budgeting. Counselors discuss your entire financial situation with you, and
help you develop a personalized plan to solve your money problems. An initial counseling
session typically lasts an hour, with an offer of follow-up s

Auto AND HoME LoaNs

Your debts can be secured or unsecured. Secured debts usually are tied to an asset, like your
car for a car loan, or your house for a mortgage. If you stop making payments, lenders can
repossess your car or foreclose on your house. Unsecured debts are not tied to any asset, and
include most credit card debt, bills for medical care, signature loans, and debts for other types
of services.

Most automobile financing agreements allow a creditor to repossess your car any time you're
in default. No notice is required. If your car is repossessed, you may have to pay the balance
due on the loan, as well as towing and storage costs, to get it back. If you can’t do this, the
creditor may sell the car. If you see default
approaching, you may be better off
selling the car yourself and paying
off the debt: You'll avoid the
added costs of repossession and

a negative entry on your credit
report.

If you fall behind on your mortgage, contact your lender immediately to avoid foreclosure.
Most lenders are willing to work with you if they believe you’re acting in good faith and the
situation is temporary. Some lenders may reduce or suspend your payments for a short time.
When you resume regular payments, though, you may have to pay an additional amount
toward the past due total. Other lenders may agree to change the terms of the mortgage by
extending the repayment period to reduce the monthly debt. Ask whether additional fees would
be assessed for these changes, and calculate how much they total in the long term.

If you and your lender cannot work out a plan. contact a housing counseling agency. Some
agencies limit their services to with FHA mortgages, but many offer
free help to any homeowner who's having trouble making mortgage payments. Call the local
office of the Department of Housing and Urban Development or the housing authority in your
state, city, or county for help in finding a legitimate housing counseling agency near you.

Deet CONSOLIDATION

You may be able to lower your cost of credit by consolidating your debt through a second
‘mortgage or a home equity line of credit. Remember that these loans require you to put up
your home as collateral. If you can’t make the payments — or if your payments are late — you
could lose your home.

What's more, the costs of consolidation loans can add up. In addition to interest on the loans,
you may have to pay “points,” with one point equal to one percent of the amount you borrow.
Still, these loans may provide certain tax advantages that are not available with other kinds of
credit.

BANKRUPTCY

Personal generally is i the debt option of last resort because
the results are long-lasting and far-reaching. A bankrupicy stays on your credit report for 10
years, and can make it difficult to obtain credit, buy a home, get life insurance, or sometimes
get a job. Still, it is a legal procedure that offers a fresh start for people who can’t satisfy their
debts. People who follow the bankruptcy rules receive a discharge — a court order that says
they don’t have to repay certain debts.

The consequences of bankruptcy are significant and require careful consideration. Other factors
to think about: Effective October 2003, Congress made sweeping changes to the bankrupicy
laws. The net effect of these changes is to give consumers more incentive to seek bankruptcy
relief under Chapter 13 rather than Chapter 7. Chapter 13 allows you, if you have a steady
income, to keep property, such as a mortgaged house or car, that you might otherwise lose. In
Chapter 13, the court approves a repayment plan that allows you to use your future income to
pay off your debts during a three-to-five-year period, rather than surrender any property. After
you have made all the payments under the plan, you receive a discharge of your debts.

1.1



section 1

appendix

building a better credit report

1.12

Chapter 7, known as straight bankruptcy, involves the sale of all assets that are not exempt.
Exempt property may include cars, work-related tools, and basic household furnishings. Some
of your property may be sold by a court-appointed official — a trustee — or turned over to
your creditors. The new bankruptcy laws have changed the time period during which you

can receive a discharge through Chapter 7. You now must wait eight years after receiving a
discharge in Chapter 7 before you can file again under that chapter. The Chapter 13 waiting
period is much shorter and can be as little as two years between filings.

Both types of bankruptcy may get rid of unsecured debts and stop foreclosures, repossessions,
‘garnishments, utility shut-offs, and debt collection activities. Both also provide exemptions
that allow you to keep certain assets, although exemption amounts vary by state. Personal
bankruptcy usually does not erase child support, alimony, fines, taxes, and some student loan
obligations. Also, unless you have an acceptable plan to catch up on your debt under Chapter
13, bankruptcy usually does not allow you to keep property when your creditor has an unpaid
mortgage or security lien on it.

Another major change to the bankrupicy laws involves certain hurdles that you must clear
before even filing for bankruptcy, no matter what the chapter. You must get credit counseling
from a government-approved organization within six months before you file for any bankruptcy
relief. You can find a state-by list of pproved izations at usdoj.gov/ust.
That is the website of the U.S. Trustee Program, the ization within the U.S. D

of Justice that supervises bankruptcy cases and trustees. Also, before you file a Chapter 7
bankruptcy case, you must satisfy a “means test.” This test requires you to confirm that your
income does not exceed a certain amount. The amount varies by state and is publicized by the
U.S. Trustee Program at usdoj.gov/ust.

For more information, see Before You File for Personal Bankrupicy: Information About Credit
Counseling and Debior Education, Knee Deep in Debt, and Fiscal Fitness: Choosing a Credit
Counselor at fic.gov/credit.

3
Berore You FILE F
PERSONAL BANKRUPTCY

KNEE DEEP IN DesT

FiscAL FITNESS:
CHOOSING A CREDIT COUNSELOR

F1C.GOV/CREDIT

AvoIDING ScAMS

Tuming 10 a business that offers help in solving debt problems may seem like a reasonable
solution when your bills become unmanageable. Be cautious. Before you do business with
any company, check it out with your local consumer protection agency or the Better Business
Bureau in the company’s location.

Aps PromisiNG Dest ReLiEF MAY ReALLY BE OFFERING BANKRUPTCY

Whether your debt dilemma is the result of an illness, unemployment, or overspending, it
can seem overwhelming. In your effort o get solvent, be on the alert for advertisements that
offer seemingly quick fixes. And read between the lines when faced with ads in newspapers,
‘magazines, or even telephone directories that say:

Consolidate your bills into one monthly payment without borrowing!

STOP credit f foreclosures, r 1S,
tax levies, and garnishments!

Keep Your Property!

Wipe out your debts! Consolidate your bills! How?
By using the protection and assistance provided by federal law.
For once, let the law work for you!

While the ads pitch the promise of deb relief, they rarely say relief may be spelled b-a-n-k-r-
u-p-t-c-y. And although bankruptcy is one option to deal with financial problems, it’s generally
considered the option of last resort. The reason: it has a long-term negative impact on your
creditworthiness. A bankruptcy stays on your credit report for 10 years, and can hinder your
ability to get credit, a job, insurance, or even a place to live. What’s more, it can cost you
attorneys’ fees.

Apvance-Fee LoaN Scams

These scams often target consumers with bad credit problems or those with no credit. In
exchange for an up-front fee, these companies “guarantee” that applicants will get the credit
they want — usually a credit card or a personal loan.

‘The up-front fee may be as high as several hundred dollars. Resist the temptation (o follow

up on advance-fee loan guarantees. They may be illegal. Many legitimate creditors offer
extensions of credit, such as credit cards, loans, and mortgages through telemarketing, and
require an application fee or appraisal fee in advance. But legitimate creditors never guarantee
in advance that you'll get the loan. Under the federal Telemarketing Sales Rule, a seller or

telemarketer who guaraniees or represents a high likelihood of your getting a loan or some
other extension of credit may not ask for or receive payment until you've received the loan.

RECOGNIZING AN ADVANCE-FEE LOAN ScaM

Ads for advance-fee loans often appear in the classified ad section of local and national
newspapers and magazines. They also may appear in mailings, radio spots, and on local cable
stations. Often, these ads feature “900” numbers, which result in charges on your phone bill.
In addition, these companies often use delivery systems other than the U.S. Postal Service,
such as overnight or courier services, to avoid detection and prosecution by postal authorities.

It’s not hard to confuse a legitimate credit offer with an advance-fee loan scam. An offer for
credit from a bank, savings and loan, or mortgage broker generally requires your verbal or
written acceptance of the loan or credit offer. The offer usually is subject to a check of your
credit report after you apply to make sure you meet their credit standards. Usually, you are not
required to pay a fee to get the credit.

Hang up on anyone who calls you on the phone and says they can guarantee you will get a loan
if you pay in advance. IU’s against the law.

PROTECTING YOURSELF

Here are some tips to keep in mind before you respond to ads that promise easy credit,
regardless of your credit history:

Most legitimate lenders will not “guarantee” that you will get a loan or a credit card
before you apply, especially if you have bad credit or a bankruptcy.

It is an accepted and common practice for reputable lenders to require payment for a
credit report or appraisal. You also may have to pay a processing or application fee.
Never give your credit card account number, bank account information, or Social
Security number out over the telephone unless you are familiar with the company and
Kknow why the information is necessary.

CrepiT REPAIR SCAMS

You see the ads in newspapers, on TV, and on the Internet. You hear them on the radio.
You get fliers in the mail. You may even get calls from telemarketers offering credit repair
services. They all make the same claims:

Credit problems? No problem!

We can erase your bad credit — 100% guaranteed.

N

Create a new credit identity — legally.

We can remove bankruptcies, judgments, liens,
and bad loans from your credit file forever!

Do yourself a favor and save some money, too. Don’t believe these statements. They’re just
not true. Only time, a conscientious effort, and a plan for repaying your debt will improve
your credit report.

Tre WARNING SIGNs
If you should decide to respond to an offer to repair your credit, think twice. Don’t do business
with any company that:

@ wants you to pay for credit repair services before any services are provided

@ does not tell you your legal rights and what you can do
yourself — for free
recommends that you not contact a credit reporting
company directly
suggests that you try to invent a “new” credit report
by applying for an Employer Identification
Number to use instead of your Social Security
number
advises you to dispute all information in
your credit report or take any action that
seems illegal, such as creating a new
credit identity. If you follow illegal advice
and commit fraud, you may be subject to
prosecution.

You could be charged and prosecuted for mail or wire fraud if you use the mail or telephone
to apply for credit and provide false information. It’s a federal crime to make false statements
on a loan or credit application, to misrepresent your Social Security number, and to obtain an
Employer Identification Number from the Internal Revenue Service under false pretenses.

THe CrepIT RePAIR ORGANIZATIONS ACT
By law, credit repair organizations must give you a copy of the “Consumer Credit File Rights
Under State and Federal Law” before you sign a contract. They also must give you a written
contract that spells out your rights and obligations. Read these documents before signing
the contract. The law contains specific consumer protections. For example, a credit repair
company cannot:
@ make false claims about their services
@ charge you until they have completed the promised services
@ perform any services until they have your signature on a written contract and have
completed a three-day waiting period. During this time, you can cancel the contract
without paying any fees.

Your contract must specify:
@ the total cost of the services
@ adetailed description of the services to be performed
® how long it will take to achieve the results
@ any “guarantees” they offer
© the company’s name and business address

WHERE 70 COMPLAIN

If you’ve had a problem with any of the scams described here, contact your local consumer
protection agency, state Attorney General (AG), or Better Business Bureau. Many AGs have
toll-free consumer hotlines. Check with your local directory assistance.
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IDENTITY THEFT

An identity thief is someone who obtains some piece of your sensitive information, like
your Social Security number, date of birth, address, and phone number, and uses it
without your knowledge to commit fraud or theft.

How IDeNTITY THIEVES GET YOUR INFORMATION
Skilled identity thieves use a variety of methods to gain access to your personal information.
For example, they may:
o geti ion from busi or other institutions by:

o stealing records or information while they’re on the job

o bribing an employee who has access to these records

o hacking these records

o conning information out of employees
rummage through your trash, the trash of businesses, or public trash dumps in a
practice known as “dumpster diving”
get your credit reports by abusing their employers” authorized access to them, or by
posing as a landlord, employer, or someone else who may have a legal right to access
your report
steal your credit or debit card numbers by capturing the information in a data storage
device in a practice known as “skimming.” They may swipe your card for an actual
purchase, or attach the device to an ATM machine where you may enter or swipe your
card.
steal wallets and purses containing identification and credit and bank cards
steal mail, including bank and credit card statements, new checks, or tax information
complete a “change of address form” to divert your mail to another location
steal personal information from your home
scam information from you by posing as a legitimate business person or government
official

How IpENTITY THiEVES UsE YOUR INFORMATION
Once identity thieves have your personal information, they may:

@ go on spending sprees using your credit and debit card account numbers to buy “big-
ticket” items like computers that they can easily sell
open a new credit card account, using your name, date of birth, and Social Security
number. When they don’t pay the bills, the delinquent account is reported on your
credit report.
change the mailing address on your credit card account. The imposter then runs up
charges on the account. Because the bills are being sent to the new address, it may
take some time before you realize there’s a problem.
take out auto loans in your name
establish phone or wireless service in your name
counterfeit checks or debit cards, and drain your bank account
open a bank account in your name and write bad checks on that account
file for bankruptcy under your name to avoid paying debts they’ve incurred, or to
avoid eviction

appendix

@ give your name to the police during an arrest. If they are released and don’t show up
for their court date, an arrest warrant could be issued in your name.

PROTECTING YOURSELF
Managing your personal information is key to minimizing your risk of becoming a victim of
identity theft.

@ Keep an eye on your purse or wallet, and keep them in a safe place at all times.

@ Don't carry your Social Security card.

@ Don’t share your personal information with random people you don’t know. Identity
thieves are really good liars, and could pretend to be from banks, Internet service
providers, or even government agencies to get you to reveal identifying information.

@ Read the statements from your bank and credit accounts and look for unusual charges

or suspicious activity. Report any problems to your bank and creditors right away.
Tear up or shred your charge receipts, checks and bank statements, expired charge
cards, and any other documents with personal information before you put them in the
trash.

How To TeLL IF You'Re A VicTim OF IDENTITY THEFT
Monitor the balances of your financial accounts. Look for unexplained charges or withdrawals.
Other indications of identity theft can be:
 failing (0 receive bills or other mail signaling an address change by the identity thief
@ receiving credit cards for which you did not apply
@ denial of credit for no apparent reason
@ receiving calls from debt collectors or companies about merchandise or services you
didn’t buy

Wt To Do IF Your IpenTiTy's Been SToLen
If you suspect that your personal information has been used to commit fraud or theft, take the
following four steps right away. Follow up all calls in writing; send your letter by certified
mail, and request a return receipt, so you can document what the company received and when;
and keep copies for your files.
1. Place a fraud alert on your credit reports and review your credit reports.
Contact any one of the nationwide credit reporting companies to place a fraud alert on
your credit report. Fraud alerts can help prevent an identity thief from opening any
more accounts in your name. The company you call is required to contact the other
two, which will place an alert on their versions of your report, t00.

Equifax: 1-800-525-6285; equifax.com
Experian: 1-888-397-3742; experian.com
TransUnion: 1-800-680-7289; transunion.com

In addition to placing the fraud alert on your file, the three credit reporting companies
will send you free copies of your credit reports, and, if you ask, they will display only
the last four digits of your Social Security number on them.

™

. Close the accounts that you know, or believe, have been tampered with or opened
fraudulently.
Contact the security or fraud department of each company where you know, or
believe, accounts have been tampered with or opened fraudulently. Follow up in
writing, and include copies (NOT originals) of supporting documents. It’s important to
notify credit card companies and banks in writing. Send your letters by certified mail,
return receipt requested, so you can document what the company received and when.
Keep a file of your correspondence and enclosures.

When you open new accounts, use new Personal Identification Numbers (PINs) and
passwords. Avoid using easily available information, like your mother’s maiden
name, your birth date, the last four digits of your Social Security number, your phone
number, or a series of consecutive numbers.

3. File a report with your local police or the police in the community where the
entity theft took place.

Get a copy of the police report or, at the very least, the number of the report. It can
help you deal with creditors who need proof of the crime. If the police are reluctant to
take your report, ask o file a “Miscellaneous Incidents” report, or try another
jurisdiction, like your state police. You also can check with your state Attorney
General’s office to find out if state law requires the police to take reports for identity
theft. Check the Blue Pages of your telephone directory for the phone number or check
naag.org for a list of state Attorneys General.

4. File a complaint with the Federal Trade Commission.
By sharing your identity theft complaint with the FTC, you will provide important
information that can help law enforcement officials across the nation track down
identity thieves and stop them. The FTC also can refer your complaint to other
government agencies and companies for further action, as well as investigate
companies for violations of laws that the FTC enforces.

You can file a complaint online at ftc.gov/idtheft. If you don’t have Internet access,
call the FTC’s Identity Theft Hotline, toll-free: 1-877-IDTHEFT (1-877-438-4338);
TTY: 1-866-653-4261; or write: Identity Theft Clearinghouse, Federal Trade
Commission, 600 ia Avenue, NW, ington, DC 20580.

For more information, sce Deter, Detect, Defend:

Avoid ID Theft or Take Charge: Fighting Back ’

Against Identity Theft at fic.gov/idtheft. Derer, DETECT, DEFEND:
Avoip [D THEFT

: FIGHTING BACK

TAKE CHARG
AGAINST IDENTITY THEFT

F1C.GOV/IDTHEFT

For MORE INFORMATION

he Federal Trade Commission enforces a number of credit laws and has free information
about them:

The Equal Credit Opportunity Act prohibits the denial of credit because of your sex, race,
marital status, religion, national origin, age, or because you receive public assistance.

The Fair Credit Reporting Act gives you the right to learn what information is being
distributed about you by credit reporting companies.

The Truth in Lending Act requires lenders to give you written disclosures of the cost of credit
and terms of repayment before you enter into a credit transaction.

The Fair Credit Billing Act establishes procedures for resolving billing errors on your credit
card accounts.

The Fair Debt Collection Practices Act prohibits debt collectors from using unfair or
deceptive practices to collect overdue bills that your creditor has forwarded for collection.

The FTC works to prevent fraudulent, deceptive and unfair business practices in the
marketplace and to provide information to help consumers spot, stop and avoid them. To

file a complaint or get free information on consumer issues, visit fic.gov or call toll-free,
1-877-FTC-HELP (1-877-382-4357); TTY: 1-866-653-4261. Watch a new video, How to File
a Complaint, at ftc.gov/video to learn more. The FTC enters consumer complaints into the
Consumer Sentinel Network, a secure online database and investigative tool used by hundreds
of civil and criminal law enforcement agencies in the U.S. and abroad.

FepERAL TRADE ComMISSION

600 PENNSY!
WASHINGTON, pc 20580

ToLL-FREE 1-77-FTC-HELP
FIC.GOV

Lvania Avenue, NW

113
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FTC FACTS for Consumers

MORTGAGE DISCRIMINATION
A Guide to Understanding
Your Rights & Taking Action

ortgage discrimination is against the law. That's
important to know if you are thinking about
applying for a mortgage to buy, refinance,

or make improvements to your home. According to

the Federal Trade Commission (FTC), the nation’s

consumer protection agency, consumers who

want to get a mortgage may want to research

not only mortgage types and mortgage rates, but

THe EQuAL CRreDIT OPPORTUNITY ACT

follow the provisions of the ECOA.

THe FAr Housing Act

related transactions, including:

« sclling or renting a dwelling.

also their rights under federal laws in place to protect
them from discrimination in the mortgage marketplace. Here’s some information to get started.

The Equal Credit Opportunity Act (ECOA) prohibits credit discrimination on the basis of race,
color, religion, national origin, sex, marital status, age, or whether you get public assistance.
Creditors may ask you for most of this information in certain situations, but they may not use
it when deciding whether to give you credit or when setting the terms of your credit. They are
never allowed to ask your religion. Everyone who participates in the decision to grant credit
or in setting the terms of that credit, including real estate brokers who arrange financing, must

The Fair Housing Act (FHA) prohibits discrimination in all aspects of residential real-estate

« making loans to buy, build, repair, or improve a dwelling:
o selling, brokering, or appraising residential real estate; and

The FHA prohibits discrimination based on race, color, religion, sex, national origin,
handicaps, or family status, which is defined as children under 18 living with a parent or legal
guardian, pregnant women, and people securing custody of children under 18.

Lenper Do’s anp Don'Ts

If you are looking for a mortgage, by law, lenders

must:

* consider reliable public assistance income the
same way as other income.

consider reliable income from part-time employ-

ment, Social Security, pensions, and annuities.

o consider reliable alimony, child support, or
separate maintenance payments, if you choose to
provide this information. A lender may ask for
proof that you receive this income consistently.

o accept someone other than your spouse as a
co-signer if one is needed. If you own the
property with your spouse, he or she may
be asked to sign documents that permit you
to mortgage the property.

But lenders cannot:

o discourage you from applying for a mortgage
o reject your application because of your race,
color, religion, national origin, sex, marital
status, age, or because you receive public

sistance.

consider your sex, race, or national origin,
although you will be asked to disclose this
information voluntarily to help federal agencies
enforce anti-discrimination laws. A creditor may
consider your immigration status and whether
you have the right to remain in the country long
enough to repay the debt.

impose different terms or conditions on a loan
— like a higher interest rate or bigger down
payment — based on your sex, race, or other
prohibited factors.

consider the racial composition of the neighbor-
hood where you want to live. This also applies
when the property is being appraised.

ask about your plans for having a family,
although they can ask questions about

expenses related to your dependents,
use discriminatory factors when refusing to
purchase a loan or when setting different terms
or conditions for the loan purchase.

o require a co-signer if you meet the lender’s
standards.

STRENGTHENING YOUR APPLICATION

Not everyone who applies for a mortgage will get
one. Potential creditors are entitled to use factors
like your income, expenses, debts, and credit
history to evaluate your application for a mort-
gage. You may want to take some basic steps to
strengthen your application to make sure that it gets
full consideration.

« First — before you apply for a mortgage

— get a copy of your credit report. A credit
report includes information on where you live,
how you pay your bills, and whether you've
been sued or arrested, or have filed for bank-
ruptcy. National consumer reporting companies
sell the information in your report to creditors,
insurers, employers, and other businesses that,
in turn, use it to evaluate your applications for
credit, insurance, employment, or renting a
home.

The Fair Credit Reporting Act (FCRA)
requires each of the three nationwide consumer
reporting companies — Equifax, Experian, and
TransUnion — to provide you with a free copy
of your credit report, at your request, once
every 12 months. To order your report, visit
annualcreditreport.com, call 1-877-322-8228,
or complete the Annual Credit Report Request
Form and mail it to: Annual Credit Report
Request Service, P.O. Box 105281, Atlanta,
GA 30348-5281. The form is on the back
of this brochure; or you can print it from
ftc.gov/credit.

o Second, read your report to make sure the
information in it is accurate and up to date.
Credit reports sometimes include inaccurate
information: for example, accounts that don’t
belong to you or paid accounts that might be
reported as unpaid. If you find errors, dispute
them with the consumer reporting company
involved and tell the lender about the dispute.
Third, give the lender any information that
supports your application. For example,
stable employment is important to many lend-
ers. Perhaps you’ve recently changed jobs but
have been employed steadily in the same field
for several years. If so, include that informa-

tion on your application. If you’ve had prob-
lems paying bills in the past due to a job layoff
or high medical expenses, write a letter to the
lender explaining the causes of your past credit
problems. If you ask lenders to consider this
information, they must do so.

TRYING FOR THE BEST LOAN TERMS

Consider shopping with several lenders to compare
the fees they charge. When comparing prices,
remember (o look at a// fees charged on your loan,
as well as the interest rate.

Some lenders may try to charge some borrow-
ers more than others for the same loan product
offered at the same time. Charges might include
higher interest rates, higher lender origination fees
and points, and/or higher broker origination fees
and points.

Ask the loan officer or broker you are dealing
with if the rate you're being quoted is the lowest
offered that day. The loan officer or broker prob-
ably is basing the offer on a list of mortgage rates
issued by the lender. Ask to see the list; it’s often
called a rate sheet. If the loan officer or broker
refuses and you suspect you aren’t being offered
the lowest rates available, consider negotiating for
a lower rate or going to another lender or broker.

Remember that negotiating is acceptable. Many
of the fees for your loan, like origination, applica-
tion, and processing fees, may be negotiable. Ask
your loan officer or broker to explain each of the
fees on your loan and whether there’s any flexibil-
ity on the amounts.

WHAT IF YOur LoaN APPLICATION |s DENIED

If your mortgage application is denied, the lender
must give you specific reasons — or tell you that
you have the right to ask for the reasons. The law
gives you the right to:

o find out whether your loan is approved within
30 days of submitting your completed applica-
tion. The lender must make a reasonable effort
to get all the necessary information, like credit

reports and property appraisals. If your

application is rejected, the lender must tell

you in writing.

Kknow specifically why your application was

rejected. The lender must tell you the specific

reason for the rejection or your right to learn

the reason if you ask within 60 days. An

acceptable reason might be: “your income

was too low” or “you haven’t been employed

long enough.” An unacceptable reason might

be “you didn’t meet our minimum standards.”

That’s not specific enough information.

© learn the specific reason why you were offered
less favorable terms than you applied for, but
only if you reject these terms. For example, if
the lender offers you a smaller mortgage or a
higher interest rate, you have the right to know
why — as long as you don’t accept the lender’s
counter offer.

* get a copy of the property appraisal from the
lender. Mortgage applications may be turned
down because of low appraisals. Review the
appraisal. Check that it has accurate informa-
tion and determine whether the appr.
considered illegal factors, like the racial
composition of the neighborhood.

The lender may have rejected your application
because of negative information in your credit
report. If so, the lender has to tell you that, and
give you the name, address, and phone number of
the consumer reporting company that provided the
information. You can get a free copy of that report
from the consumer reporting company if you ask
for it within 60 days. Otherwise, unless you order
your free annual credit report from that particular
consumer reporting company, expect to pay up to
$10.50 for a copy. If your credit report has inaccu-
rate information, the consumer reporting company
is required to investigate items that you dispute.
Those companies furnishing inaccurate informa-
tion to the consumer reporting company also must
reinvestigate items that you dispute. If you dispute
the consumer reporting company’s account even
after the reinvestigation, make sure that your credit
report includes your summary of the problem.

IF You SusPeCT DISCRIMINATION

Take action if you think you've been discriminated
against

cts Consumers

For FHA violations

Office of Fair Housing and Equal Opportunity
US Department of Housing and Urban

« Complain to the lender. S you can
persuade the lender to reconsider your applica-
tion.

Check with your state Attorney General’s
office (www.naag.org) to see if the creditor
violated state laws: Many states have their own
equal credit opportunity laws.

Consider suing the lender in federal district
court. If you win, you can recover your actual
damages and be awarded punitive damages if
the court finds that the lender’s conduct was
willful. You also may recover reasonable
lawyers’ fees and court costs. Or you might
consider finding others with the same claim,
and get together to file a class action suit.
Report any violations to the appropriate gov-
ernment agency. If your mortgage application
is denied, the lender must give you the name
and address of the agency to contact.

A number of federal agencies enforce the ECOA
and the FHA. Determining which agency to contact
depends on the kind of financial institution you
dealt with.

For ECOA violations involving mortgage
and consumer finance companies:
Federal Trade Commission

Consumer Response Center

‘Washington, DC 20580

1-877-FTC-HELP (1-877-382-4357)

TDD: 1-866-653-4261

The FTC generally does not intervene in indi-
vidual disputes, but the information you provide
may indicate a pattern of violations that the Com-
mission would investigate.

Do (HUD), Room 5204
Washington, DC 20410-2000
1-800-669-9777; TDD: 1-800-543-8294
www.hud. gov/fairhousing

You have one year to file a complaint with
HUD, but you should file as soon as possible.

Your complaint to HUD should include your name
and address, the name and address of the person or
company you are complaining about; the address or
some other way to identify the housing involved;

a short description of the facts that make you think
your rights were violated; and the dates of the
Violation you are alleging. HUD will notify you
when it receives your complaint. HUD also usually
notifies the alleged violator of your complaint and
allows the person to submit an answer; offers you
and the alleged violator the chance to resolve your
complaint voluntarily through a conciliation pro-
cess; investigates your complaint and determines
whether there is reason to believe the FHA has
been violated; and lets you know if it cannot finish
an investigation within 100 days of receiving your
complaint.

For violations of the ECOA and the FHA:
Nationally-charted banks

(National or N.A. will be part of the name):
Comptroller of the Currency

Consumer Assistance Group

1301 McKinney Street

Houston, TX 77010-9050

1-800-613-6743

www.helpwithmybank.gov
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acts for Consumers

State-chartered banks insured by the Federal For discrimination complaints against all kinds

Deposit Insurance Corporation, but not members of creditors:

of the Federal Reserve System: Department of Justice

Federal Deposit Insurance Corporation Civil Rights Division

Consumer Response Center Washington, DC 20530

2345 Grand Boulevard www.usdoj. govert

Suite 100

Kansas City, MO 64108 If you can’t figure out which federal agency is

1-877-ASK-FDIC (877-275-3342) responsible for the financial institution you dealt

www.fic.gov with, visit www.federalreserveconsumerhelp.gov
or call 1-888-851-1920.

Federally-chartered or federally-insured savings

and loans: For MoRE INFORMATION

Office of Thrift Supervision

Consumer Affairs

1700 G Street NW

Washington, DC 20552

1-800-842-6929; TTY: 800-877-8339

For details about your rights under the ECOA,
see Equal Credit Opportunity at fic.gov/credit.

For details about the Fair Housing Act, visit the
Office of Fair Housing and Equal Opportunity at
www.hud.gov/offices/fheo.

To learn how to challenge inaccurate information
in your credit report, see How to Dispute Credit
Report Errors at fic.gov/credit.

Federally-chartered credit unions:
National Credit Union Administration
1775 Duke Street, Suite 4206

Alexandria, VA 223143437 To learn practical steps to save money on a mort-

1-800-755-1030 gage or home loan, see Looking for the Best Mort-
WWW.ncua. gov gage: Shop, Compare, Negotiate at fic.gov/credit.

State member banks of the Federal Reserve The FTC works for the consumer to prevent
System: fraudulent, deceptive, and unfair business practices
in the marketplace and to provide information

to help consumers spot, stop, and avoid them.

To file a complaint or to get free information on
consumer issues, visit fic.gov or call toll-free,
1-877-FTC-HELP (1-877-382-4357); TTY:
1-866-653-4261. The FTC enters consumer com-
plaints into the Consumer Sentinel Network, a
secure online database and investigative tool used
by hundreds of civil and criminal law enforcement
agencies in the U.S. and abroad.

Federal Reserve Consumer Help Center
P.O. Box 1200

Minneapolis, MN 55480
1-888-851-1920; TDD: 877-766-8533
merhelp.gov

January 2009

/ -
Equirax experian TransUnion,
Annual Credit Report Request Form

You have the right to get a free copy of your credit file disclosure, commonly called a credit report, once every 12 months, from each of
the nationwide consumer credit reporting companies - Equifax, Experian and TransUnion
For instant access to your free credit report, visit www annualcreditreport.com
For more information on 9 credit report, visit or call 1.877-322-8228.
Use this formif you prefer to wite to request your credit report from any, or all, of the nationwide consumer crecit reporting companies. The
following information s required to process your request. Omission of any information may delay your request.
Once complete, fold (do not staple or tape), place into a #10 envelope, affix required postage and mail to
Annual Credit Report Request Service P.O. Box 105281 Allanta, GA 30348-5281.
Please use @ B1ack or BIue Pen and wite your responses In PRINTED CAPITAL LETTERS Wihoul oUching the s14es of e boxes ke the examples Tsted below:

al8[c[o[e[Fle[H[[Jk[L[m[N[o[P[Q[R[s[T[u[vIW[X][Y]z] [o]i[2]3[4[5]6[7[8]9

Social Security Number: Date of Birth:
Month Day Year
i H Fold H
First Name M
Tast Name IR SR etc

Current Mailing Address:

House Number Street Name

Apartment Number / Private Mailbox For Puerto Rico Only: Print Urbanization Name|

City Swte  ZipCode

Previous Mailing Address only if at current mailing address for less than two years):

House Number Street Name

Apartment Number / Private Mailbox For Puerto Rico Only:_Print Urbanization Name

City State _ ZipCode
pantacrea on tom Grase | I
each that you would like to Shade here if, for security =
Shade Circle Like This = @ reasans. you want your credit =
O eaut Teport 1 include 1 more than
Not Like This > 8 & Equifax the last four digits of your
O Experian Social Security Number
O Transunion
If additional information is needed to process your request, the consumer credit
teporting company vl contact you by mai a1z
Your request will be processed within 15 days of receipt and then mailed to you
Copyight 2004, Cental Source LLC
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mortgage borrowers rights

This page is located on the U.S. Department of Housing and Urban Development’'s Homes and Communities
website at http://hpaduwp054.hud.gov/offices/hsg/rmra/res/resborwr.cfm.

Homes &
C

et Mortgage Borrowers'’
and Urban nent Rights

ATTENTION BORROWER! L3 information by State

) ) % Print version
This may be the largest and most important

loan you get during your lifetime. You should be
aware of certain rights before you enter into
any loan agreement.

e You have the RIGHT to shop for the best loan for you and compare the
charges of different mortgage brokers and lenders.

e You have the RIGHT to be informed about the total cost of your loan
including the interest rate, points and other fees.

e You have the RIGHT to ask for a Good Faith Estimate of all loan and
settlement charges before you agree to the loan and pay any fees.

e You have the RIGHT to know what fees are not refundable if you decide to
cancel the loan agreement.

e You have the RIGHT to ask your mortgage broker to explain exactly what
the mortgage broker will do for you.

e You have the RIGHT to know how much the mortgage broker is getting paid
by you and the lender for your loan.

e You have the RIGHT to ask questions about charges and loan terms that you
do not understand.

e You have the RIGHT to a credit decision that is not based on your race,
color, religion, national origin, sex, marital status, age, or whether any
income is from public assistance.

e You have the RIGHT to know the reason if your loan was turned down.

e You have a RIGHT to ask for the HUD settlement cost booklet “Shopping for
Your Home Loan”.

For HUD's settlement cost booklet and other helpful information about RESPA, visit
our home page. For other questions, call (800) 569-4287.

Content current as of 3 August 2010

U.S. Department of Housing and Urban Development
451 7th Street, S.W., Washington, DC 20410
Telephone: (202) 708-1112 Find the address of a HUD office near you
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form 1003 - uniform residential loan application (empty)

Uniform Residential Loan Application
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uniform residential loan application (empty)
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form 1003 - uniform residential loan application (filled-in)

Uniform Residential Loan Application
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uniform residential loan application (filled-in)
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colorado tangible net benefit disclosure

Colorado Tangible Net Benefit Disclosure
Pursuant to section 12-61-904.5, Colorado Revised Statutes

Borrower Name:
Co-Borrower Name:
Property Address:
Mortgage Broker:
Mortgage Broker License #:
Date:

Section 12-61-904.5(a), C.R.S., states that a mortgage broker shall have a duty of good faith and fair dealing in all communications and
transactions with a borrower. Such duty includes the duty to not recommend or induce the borrower to enter into a transaction that does not have a
reasonable, tangible net benefit to the borrower, considering all of the circumstances, including the terms of a loan, the cost of a loan, and the
borrower’s circumstances. This disclosure is designed to assist borrowers and mortgage brokers in determining if a proposed loan has a
reasonable, tangible net benefit to the borrower.

1/We understand:

The reasonable, tangible net benefit standard in § 12-61-904.5(1)(a), C.R.S., is inherently dependent upon the totality of facts and circumstances
relating to a specific transaction. While the refinancing of certain home loans may clearly provide a reasonable, tangible net benefit, others may
require closer scrutiny or consideration to determine whether a particular loan provides the requisite benefit to the borrower.

Purchase Transaction:
* The new loan will enable me to purchase a home or other residential real estate in Colorado.
Refinance Transaction:

The new loan will have a lower interest rate or Annual Percentage Rate (APR).

The new loan will have a lower monthly payment.

The new loan is a fixed rate loan.

The new loan is refinancing a loan that permitted negative amortization.

The new loan will have a shorter amortization schedule.

The new loan will eliminate the need for private mortgage insurance.

The new loan will consolidate other loans or current debt.

The proceeds of the new loan will be used for purposes that are of such importance to me that |

am willing to obtain a new loan, even if that loan has terms that may not be as favorable as my existing loan. Examples include,
but are not limited to: medical expenses; home improvements; avoid foreclosure; or to pay educational expenses.

R

Regardless of the purpose of the new loan, we have considered the following:

* The new loan contains “negative amortization” features. This means that not all interest due is paid monthly and
unpaid interest is added to the principal of the loan balance. Negative amortization reduces equity in a home.
* The new loan is an Adjustable Rate Loan. This means that the interest rate is the total of an index plus a margin

and is subject to periodic adjustments both up and down depending on the movement of the index. | understand that if the index
increases between adjustment dates, the payments may change.

* If the new loan is an ARM, | have considered how long the new monthly payment will be in effect before it adjusts.

* My income, as disclosed on the Uniform Residential Loan Application, Freddie Mac form 65 or Fannie Mae form

1003, attached hereto that will be used to repay the loan, after payment of other household expenses, is sufficient to

make the mortgage payments. My disclosed income is stable and is unlikely to be discontinued or reduced.

Use the below space to describe any reasonable, tangible net benefit or additional considerations not contained in this form.

*

1/We certify that we have carefully read this disclosure. 1/We understand there is no obligation to enter into any proposed loan. 1/We agree that
the proposed loan has a reasonable, tangible net benefit.

Borrower Signature Date Co-Borrower Signature Date

| am the mortgage broker and | agree that the proposed loan has a reasonable, tangible net benefit to the borrower(s).

Mortgage Broker Printed Name Mortgage Broker Signature Date
Clear Form , Email Form

* Requires borrower and co-borrower initials when applicable. If not applicable, enter N/A.
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colorado lock-in disclosure - page 1 of 2

Colorado Lock-in Disclosure Form

Pursuant to sections 12-61-914(2)(d),(f) and (3), Colorado Revised Statutes

THIS FORM DESCRIBES HOW YOU MAY BE OFFERED A LOCK-IN. A LOCK-IN IS AN ARRANGEMENT IN WHICH
AN INVESTOR RESERVES A TEASER RATE, PAYMENT RATE AND/OR INTERESTE RATE DURING THE LOAN
APPLICATION PROCESS FOR A SPECIFIC PERIOD OF TIME WHILE YOUR LOAN APPLICATION IS BEING
APPROVED AND CLOSED. WHETHER YOUR LOAN WILL ACTUALLY BE APPROVED AND WILL CLOSE DURING
THE TIME PERIOD DEPENDS ON A NUMBER OF CONDITIONS, SOME OF THEM BEYOND THE CONTROL OF
YOUR MORTGAGE LOAN ORIGINATOR. TO LEARN MORE ABOUT LOCK-IN AGREEMENTS, PLEASE REVIEW THE
FOLLOWING WEBSITE: http://www.federalreserve.gov/pubs/lockins/default.htm

If applicable, mortgage brokers shall include the co-borrower.

Borrower First Name Borrower Last Name Date
Co-Borrower First Name Co-Borrower Last Name Date
Property Address City State Postal Code

Check applicable boxes:
[N 'HAVE ENTERED INTO A LOCK-IN AGREEMENT WITH YOUR MORTGAGE LENDER

[l 1HAVE NOT ENTERED INTO A LOCK-IN AGREEMENT WITH YOUR MORTGAGE LENDER
AND THE RATES AND TERMS ARE SUBJECT TO CHANGE

[ THERE IS NO LOCK-IN FEE ASSOCIATED WITH THIS LOCK
[ THERE IS A LOCK-IN FEE ASSOCIATED WITH THIS LOCK
[ LOCK-IN FEES ARE NOT REFUNDABLE

[l LOCK-IN FEES ARE REFUNDABLE

LOCK-IN FEES ARE REFUNDABLE UNDER THE FOLLOWING TERMS AND CONDITIONS:

The following shall be completed, pursuant to § 12-61-914(2)(d), (f) and (3), C.R.S., once the interest or payment rate for a loan
has been locked. If multiple payment options exist, all options shall be disclosed on this form. All teaser rates, interest rates or
payment rates shall be disclosed in the area marked rate. When disclosing payment type, indicate if the rate is a principle and
interest, interest only, or negative amortization payment.

Colorado Lock-in Disclosure Form Page 1 of 2 Revised Date 08/05/2009
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colorado lock-in disclosure - page 2 of 2

‘JEEV
Colorado Division of Real Estate

Lock-in Disclosure Form

Interest/Payment Rate:

Teaser/Payment/Interest Rate  Prepayment Penalty (Yes or No) Length & Cost of Prepayment Penalty Index Margin

Payment Type Date of Lock-in  Expiration of Lock-in Fixed Term Initial Adjustment Cap Life Cap

Interest/Payment Rate:

Teaser/Payment/Interest Rate  Prepayment Penalty (Yes or No) Length & Cost of Prepayment Penalty Index Margin

Payment Type Date of Lock-in  Expiration of Lock-in Fixed Term Initial Adjustment Cap Life Cap

Interest/Payment Rate:

Teaser/Payment/Interest Rate  Prepayment Penalty (Yes or No) Length & Cost of Prepayment Penalty Index Margin

Payment Type Date of Lock-in  Expiration of Lock-in Fixed Term Initial Adjustment Cap Life Cap

Interest/Payment Rate:

Teaser/Payment/Interest Rate  Prepayment Penalty (Yes or No) Length & Cost of Prepayment Penalty Index Margin

Payment Type Date of Lock-in  Expiration of Lock-in Fixed Term Initial Adjustment Cap Life Cap

I/We certify completion or receipt of this disclosure:

Primary Borrower Signature Date Co-Borrower Signature Date
Mortgage Loan Originator Printed Name Mortgage Loan Originator Signature
Mortgage Loan Originator License Number Date
Colorado Lock-in Disclosure Form Page 2 of 2 Revised Date 08/05/2009

Clear Form
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colorado mortgage loan originator compensation disclosure

Colorado Mortgage Loan Originator Compensation Disclosure Form
Pursuant to § 12-61-914(2)(c) and 4, Colorado Revised Statutes

Mortgage Loan Originator:
Borrower: Co-Borrower:
Property Address:
Loan Number:
Date:

This disclosure provides information about the total compensation and commission that is paid, including
compensation paid by the funding lender, as the result of the closing of your mortgage loan. This disclosure is
based on information currently available.

The compensation is also included in the cost of your proposed loan. The cost of the proposed loan is
described on the Good Faith Estimate of Settlement Costs and the Truth in Lending disclosures that will be
disclosed after application and before closing. You should review these documents and discuss them with me
and/or another mortgage loan originator of your choice to help you understand and compare the cost of your loan
with loans offered by others. To learn more about mortgage transactions and financing, please visit the Division
of Real Estate’s website at www.dora.state.co.us/real-estate.

1. l._the mortgage loan originator, am: (check if applicable)

An employee of a company that may make you a mortgage loan or may arrange to make you a mortgage
loan. Company:
An individual who may be paid as an independent contractor for my services in orlglnatlng a mortgage
loan.

Other (describe)

noo

2. heck if applicable):
The total compensation paid may be calculated in part based upon the interest rate and fees charged on your
loan. This means, in some cases, that if your loan’s interest rate and fees increase, the compensation will
increase as a result.
I am paid by a salary or other method that is not affected directly by your loan’s interest rate and fees.

3. k if applicable):

The total front end compensationis $____, . The total back end compensationis $___,

The total compensation for this transactionis$_____,

At this time, the compensation cannot be determined. As a result my good faith estimate of the total front

]

end compensation is $ . to$ , . My good faith estimate of the total back end
compensation is $ , to $ . . My good faith estimate of the total
compensation for this transactionis $____, to$___,

|:| I may receive other forms of compensation related to this transaction. Other compensation may include:

4. You may decide to pay upfront closing costs in cash at closing, or from the proceeds of your loan. If you pay these
costs at closing, this may generally result in a lower interest rate. In some circumstances, you may also decide to
pay the closing costs by agreeing to a slightly higher interest rate and having the closing costs paid by the mortgage
lender. Also, in some circumstances, a property seller or third party may agree to pay your upfront closing costs.

1/we acknowledge receipt of this disclosure:

Primary Borrower Date Co-Borrower Date
Mortgage Loan Originator Printed Name Mortgage Loan Originator Signature License Number Date
Colorado Mortgage Loan Originator Compensation Disclosure Form Revised 08/05/2009 Clear Form
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appendix

INITIAL FEES WORKSHEET

Applicants:
Prepared By.

The information provided below reflects estimates of the charges which you are likely to incur at the settlement of your loan. The fees listed are estimates - actual charges

may be more or less. Your transaction may not involve a fee for every item listed.

Total Loan Amount $ Interest Rate: %

Term/Due In:

Application No:
Date Prepared:
Loan Program:

mths

ITEMS PAYABLE IN CONNECTION WITH LOAN:

Amount

Paid By

PFC/F/POCY

Loan Origination Fee

Loan Discount

Appraisal Fee

Credit Report

Lender's Inspection Fee

Mortgage Broker Fee

Tax Related Service Fee

Processing Fee

Underwriting Fee

Wire Transfer Fee

Flood Certification

Amount

Paid By

PFC/F/POC|

TITLE CHARGES:
Cl Fee

Document Preparation Fee

Notary Fees

Attorney Fees

Title Insurance:

GOVERNMENT RECORDING & TRANSFER CHARGES:

Amount

Paid By

PFC/F1POC

Recording Fees:

City/County T.

State Tax/Stamps:

ADDITIONAL SETTLEMENT CHARGES:

Amount

Paid By

PFC/F/POC

Pest Inspection

Closing Costs

ITEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE:

Amount

Paid By

PFC/F/POC

Interest

for

days @ $

/day $

Hazard Ins. Premium

VA Funding Fee

RESERVES DEPOSITED WITH LENDER:

Amount

Paid By

PFC/F/POC

Hazard Ins. Premium

mths @ $

I mth$

Mtg Ins. Premium Reserves

mths @ $

I mth

School Tax

mths @ $

I mth

Taxes & Reserves

mths @ $

/ mth

Flood Insurance Reserves

mths @ $

/ mth

mths @ $

I mth

mths @ $

I mth

Prepaid

TOTAL ESTIMATED SETTLEMENT CHARGES

[TOTAL ESTIMATED FUNDS NEEDED TO CLOSE:

TOTAL ESTIMATED MONTHLY PAYMENT:

Purchase Price (+) Loan Amount (-)

Principal & Interest

Alterations (+) New First Mortgage(]

Other Financing (P &1)

Subordinate Financing (-

Hazard Insurance

and (+)
Refi (incl_ debts to be paid off) (+) CC paid by Seller (1)

Real Estate Taxes

. Prepaid [©)

ortgage Insurance

. Closing Costs (+)

Assn. Dues

lew 2nd Mtg Closing Costs (+)

Other

PMI. MIP, Funding Fee (+)

Discount (Borrower paid) (+) FHA Required

FHA EEM Improvements (+)

()
FHA MI Premium Refund (-)
FHA 203k ion Cost

[€]

Total Estimated Funds needed to close

“PFC = Prepaid Finance Charge F = FHA Allowable Closing Cost

of your proposed monthly mortgage payment.

Calyx Form - feews.frm (03/2010)

POC = Paid Outside of Closing

THIS IS NOT A GOOD FAITH ESTIMATE. A Good Faith Estimate is provided pursuant to federal law upon the submission of a formal loan application with us.
This "Initial Fees Worksheet" is provided for informational purposes ONLY, to assist you in determining an estimate of cash that may be required to close and an estimate

Total Monthly Payment

2.9
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(filled-in)

section 2

Applicants:
Prepared By

Total Loan Amount

ABC Lender, NMLS# 1234

INITIAL FEES WORKSHEET

ABC Lender Ph. 123-456-7890
ABC Lender Street, Lender Village, State, Zip

$ 170,563 Interest Rate: 5.000 %

Term/Due In:

Application No:
Date Prepared:
Loan Program:

360/360 mths

00/00/2011
FHA 30 YR

The information provided below reflects estimates of the charges which you are likely to incur at the settlement of your loan. The fees listed are estimates - actual charges
may be more or less. Your transaction may not involve a fee for every item listed.

“PFC = Prepaid Finance Charge

F = FHA Allowable Closing Cost

Calyx Form - feews.frm (03/2010)

POC = Paid Outside of Closing

THIS IS NOT A GOOD FAITH ESTIMATE. A Good Faith Estimate is provided pursuant to federal law upon the submission of a formal loan application with us.
This "Initial Fees Worksheet" is provided for informational purposes ONLY, to assist you in determining an estimate of cash that may be required to close and an estimate
of your proposed monthly mortgage payment.

ITEMS PAYABLE IN CONNECTION WITH LOAN: Amount PaidBy ~ PFC/F/POC*
Loan Origination Fee 1.000% $  1.688.75  Borrower V
Loan Discount v
Appraisal Fee 375.00 Borrower
Credit Report 75.00 Borrower
Lender's Inspection Fee v
Mortgage Broker Fee v
Tax Related Service Fee 100.00 Seller v
Processing Fee 295.00 _Borrower v
Underwriting Fee 295.00 _Borrower v
Wire Transfer Fee v
Flood Certification 15.00 Borrower
Closing Fee 195.00 Borrower N
Investor Delivery 150.00 _Borrower v
TITLE CHARGES: Amount_PaidBy _ PFC/F/POC|
Cl Fee Title Company _$ 300.00 _Borrower. N
Document Preparation Fee
Notary Fees
Attorney Fees
Title Insurance: Title Company 800.00 _Borrower N
GOVERNMENT RECORDING & TRANSFER CHARGES: Amount_PaidBy _ PFC/F/POC
Recording Fees: $ 161.00 Borrower N
City/County T:
State Tax/Stamps: 17.60 _Borrower.
ADDITIONAL SETTLEMENT CHARGES: Amount_PaidBy _ PFC/F/POC
Pest Inspection s
Employment Verification 50.00
Total From GFE 2010 1,200.00) Seller v v
Closing Costs ___ 4,617.25
ITEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE: Amount_PaidBy __ PFC/F/POC
Interest for 15 days @ $ 23.6893/day $ 356.34 Borrower N
Up-Front Mortgage Insurance 1,688.75 _ Borrower. v
Hazard Ins. Premium 780.00 _Borrower
VA Funding Fee N
RESERVES DEPOSITED WITH LENDER: Amount_PaidBy __ PFC/F/POC
Hazard Ins. Premium 2 mhs@$ 65.00/mth$ 13000 Borrower
Mtg Ins. Premium Reserves mths @ $ 1256.81 / mth N
School Tax mths @ $ /mth
Taxes & Reserves 2 mths @ $140.00/ mth 280.00 _Borrower
Flood Insurance Reserves mths @ $ / mth
mths @ $ / mth
mths @ $ / mth
Prepaid 5,254.09
TOTAL ESTIMATED SETTLEMENT CHARGES 7,751.54
[[TOTAL ESTIMATED FUNDS NEEDED TO CLOSE: TOTAL ESTIMATED MONTHLY PAYMENT:
Purchase Price (+) 175,000.00 Loan Amount () 170,665.00 Principal & Interest 915.62
Alterations (+) New First Mortgage(] Other Financing (P &1)
and (+) Subordinate Financing (- Hazard Insurance 65.00
Refi (incl. debis to be paid off) (+) CC paid by Seller (1 100.00 Real Estate Taxes 140.00
. Prepaid G) 1545.54 ortgage Insurance 125.81
. Closing Costs (+) 451 ' Assn. Dues
lew 2nd Mig Closing Costs (+) Other
PMI, MIP, Funding Fee (+) 1.688.75
Discount (Borrower paid) (+) FHA Required Q
FHA EEM Improvements (+) FHA MI Premium Refund (-)
FHA 203k ion Cost (1)
Total Estimated Funds needed to close 12,088.34 Total Monthly Payment 1,246.43
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good faith estimate (empty)

OMB Approval No. 250

Good Faith Estimate (GFE)

Narms o Orginator Borrower
Tamator perty
Adress Adiress
Orginator Phoe Number
Grgistor Emal Dt of GFE
Purpose This GFE gves you  esimate ofyour setament charges and loan tars f you are spproved for
thiloan,For more nformation,sge HUD' Special nformation Boolleton sstlement harges,your
e Lanclng Disclosures, and other contumet information at e ud govirespa. f you o
you would like to proceed with this loan, contact us
Shopping for Only you can shop for the best loan for you. Compare this GFE with other loan offers, so you can find
your loan the best loan. Use the shopping chart on page 3 to compare a the offers you receive.

Important dates

Summary of
your loan

Escrow account
information

Summary of your
settlement charges

fter this time, the

1. The in rough A
ion Charges, and the monthly payment shown below can

st rate for this GFE is availabl
nterest rate, some of your loan Origin

change until you lock your interest rate,

2. This estimate for all other settlement charges is available through [ ]

3. After you lock your interest rate, you must go to settlement within [_] days (your rate lock period)
to receive the locked interest rate.
Caaysv

4. You must lock the interest rate at lea: fore settlement.

Your initial loan amount is $
Your loan term is years
Your iniial interest rate is

Your initial monthly amount owed for principal,
interest, and any mortgage insurance is per month

0 No| [ Yes, it can rise to a maximum of  %.
The first change will

Can your interest rate rise?

Even if you make payments on time, can your || No| [J Yes, it can rise to a maximum of §

loan balance rise?

Even if you make payments on time, can your  |[(J No [J Ye‘y, the first increase can

monthly amount owed for principal, interest, monthiy amount owed can

and any mortgage insurance rise Teto 8 The maximum it
can ever ise tois §

Does your loan have a prepayment penalty? 0] No|[J Yes, your maximum prepayment
penaltyis §

Does your loan have a balloon payment? 1] No| [ Yes, you have a balloon payment of
$ ein 2

Some lenders require an escrow account to hold funds for paying property taxes or other property-
related charges in addition to your monthly amount owed of sﬁl

Do we require you to have an escrow account for your loan?

[ No, you do not have an escrow account. You must pay these charges directly when due.

[ Yes, you have an escrow account. It may or may not cover all of these charges. Ask us.

Your Charges for Al Other Settlement Ser

Total Estimated Settlement Charges

Good Faith Estimate (HUD-GFE) 1

page2)

Understanding
your estimated
settlement charges

Some of

This cherge i or geting this loan for you

Your credit or charge (points) for the specific interest rate chosen
[ The credit or charge for the interest rate oﬂ:l%\s included in
“Our origination charge.” (See item 1 a

O Youreceive a creditof L Jfor th\s interest rate of ___1%.
This credit reduces your setiement charges.

O You pay a charge of $L__Jfor this interest rate of 1%
This charge (points) incraases your total settlement charges

The tradeoff table on page 3 shows that you can change your total

settlement charges by choosing a different interest rate for this loan.

Your Adjusted Origination Charges s

can change at settlement.
Seethetop of page 3 for

3. Requir select
. complete your settement.
We vill choose the providers of these service:

Service i

4. Title services and lender's title insurance
This charge includes the services of a title or settlement agent, for
example, and title insurance to protect the lender, if required.

5. Owner's title insurance
u may purchase an owner’s title insurance policy to protect your interest
in the property.

6. Required services that you can shop ft
These charges are for other services that are required to complete your
settlement. We can identify providers of these services or you can shop
for them yourself. Our estimates for providing these services are below.
Service Charge

7. Government recording charges
These charges are for state and local fees to record your loan and
title documents.

8. Transfer taxes
These charges are for state and local fees on mortgages and home sales.

. Initial deposit for your escrow account
This charge is held in an escrow account to pay future recurring charges

on your property and includes (] all property taxes, [] all insurance,
and [ other| S—]

10.Daily interest charges
i charge s orthe lly nteest on youroan from he ey of your
settlment unti the st day ofthe next month orth s day of your
nmma\ mortgage payment cycle. e dpﬂday

l:ldeysmyomsememenn | — )

11.Homeowner's
This charge s for the insurance you mustbuy for the property o protect
from a loss, such a
Policy Charge

B H Your Charges for All Other Settlement Ser

Total Estimated

imate (HUD-GFE) 2

appendix
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can change at
settlement

Using the
tradeoff table

Using the

Ifyour loan is

Instructions

Understanding
which charges

This GFE estimates your settlement charges. At your settlement, you wil receive a HUD-1, a form that fsts your
actual costs. Compare the charges on the HUD-1 with the charges on this GFE. Charges can change if you select your
own provider and do not use the companies e ide; e below for details)

[ ——— T
can increase up to 10% can change
at settlement

= Our origination charge

. hat you can shop
for (fyou do not use companies we
« Tile services and lender tie identit)
insurance (i we select them or
you Use companies we Identif)

* Youreredt o chargefpoints) o the
specificnterest rate chosen (after
Youlock n your interest rate) * it services andfoniers e

= Your adjusted origination charges | u Qwner tile insurance (ifyou use || companies we identify)
aheryoulock i yourinterest at) | campaies w i) = Ouners e insurance (fyou do not

® Transfer taxes » Recuped sonices that you can use companies we iclentify)

shop for (i you use companies we
Pt il depost for your escrow

= Government recording charges e —

= Homeowners insurance

In this GFE, we off h a particular interest rate and estimated settlement charges.

you this loan

= 1f you went to chaose this same loan with lower settlement charges, then you will have a higher interest rate.
= If you want to choose this same loan with 2 lower interest rate, then you will have higher settlement charges.

shopping chart

1fyou would ik to choose an available option, you must sk us or a new GFE

Loan originstors have the optio ot thistabl, lease ssk for acltional nforma

Vour nitial loan amount s s s

Nour nitialinterestrate % % %

Vour nitial monthly amount owed B B B

Changs inthe monthly amount owed from | No change wilpayS Youwl ooy §

this GFE more cuery month | less avery month

Change inthe amount you il pay at No change Vour setlemant charges| Yoursetlament

setlement wih this merest rate ol be reduced by | charges il increase by
$ §

How much your tota estmated setlement | S B B

charges will be

e rate loan, the comparisons above are for the inital interest rate before adjustments are made,

Use this chart to compare GFEs from different loan originators. Fill in the information by using a di
for each GFE you receive. By comparing loan offers, you can shop for the best loan.

Loan originator name

Initia loan amount

Loan term.

Initial interest rate

Initial monthly amount owed

Rate lock period

Can interest rate rise?

Can loan balance rise?

Can monthly amount owed rise?

Prepayment penalty?

Balloon payment?

Total Estimated Settlement Char

Some lenders may sell your loan after settlement. Any fees lenders receive in the future cannot change the loan

sold in the future you receive or the charges you paid at settlement

W Good Faith Estimate (+uD-GFE) 3

section 2
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OMB Approval No. 250

Good Faith Estimate (GFE)

Narms o Orginator ABC Broker Borower Bob Borrower
posting A St i
- Somewhere, USA 00000 LB g
Anywhere, USA 00000
Orginator Phoe Number 111-222-3333
rigiator Emai originator@ABCLender.com Dt of GFE ‘April 1, 2009

Purpose

yourloan

your loan

Shopping for

Important dates

Summary of

Escrow account
information

Summary of your
settlement charges

This GFE gives you an estimate of your settlement charges and loan terms if you are approved for
this loan. For more information, see HUD's Special Information Booklet on settlement charges, your
Truth-in-Lending Disclosures, and other consumer information at www.hud gov/respa. If you deci
you would like to proceed with this loan, contact us

Only you can shop for the best loan for you. Compare this GFE with other loan offers, so you can find
the best loan. Use the shopping chart on page 3 to compare a the offers you receive.

hrough [_4/1/09 @ 400 pM | fter this time, the

1. The interest rate for this GFE is availabl
nterest rate, some of your loan Origination Charges, and the monthly payment shown below can

change until you lock your interest rate.

2. This estimate for all other settlement charges is available through 4117109

days (your rate lock period)

3. After you lock your interest rate, you must go to settlement within
to receive the locked interest rate.

4. You must lock the interest rate at least [18] days before settlement.
Your initial loan amount is 5 294,566.00

Your loan term is % years

Your iniial interest rate is 50 %

Your initial monthly amount owed for principal,

interest, and any mortgage insurance is $ 1713.98 per month

Can your interest rate rise? X No| [ Yes %

amaxdimumof %,
bein

The frst chonge

Even if you make payments on time, can your || No| [J Yes, it can rise to a maximum of §
loan balance rise?

Evenfyou make payments on ime, conyour |3 o/ Yes the ftne

monthly amount owed for principal, interest, the monthly amount owed can
and any mortgage insurance rise Teto s The maximunm it
can ever ise to is §
Does your loan have a prepayment penalty? 54 No|[J Yes, your maximum prepayment
enalty is §
Does your loan have a balloon payment? [ No| ] Yes, you have a balloon payment of
$ ein__years

Some lenders require an escrow account to hold funds for paying property taxes or other property-
related charges in addition to your monthly amount owed of s

Do we require you to have an escrow account for your loan?

[ No, you do not have an escrow account. You must pay these charges directly when due.

[ Yes, you have an escrow account. It may or may not cover al of these charges. Ask us.

Your Adjusted Origination Charges (see page 2. H s 3,750.00

Your Charges for Al Other Settlement Ser page2) 9,751.44
Total Estimated Settlement Charges 13,501.44

Good Faith Estimate (HUD-GFE) 1

Understanding
your estimated
settlement charges

This cherge i or geting this loan for you $6,750.00

Your credit or charge (points) for the specific interest rate chosen
[ The credit or charge for the el oﬂ:l%\s included in
“Our origination charge.” (See ite 1

@ You receive a credit of § 300000 ] for ms interest rate of [ 50_]%. -$3,000.00
This credit reduces your settlement charges.

O You pay a charge of $ ] for this interest rate of ] %.
This charge (points) incraases your total settlement charges

The tradeoff table on page 3 shows that you can change your total

settlement charges by choosing a different interest rate for this loan.

Your Adjusted Origination Charges s $3750.00

Some of

can change at settlement.
Seethetop of page 3 for
more information.

3. Required select
These charges are forsevices w requir to complete you sttament
We vill choose the providers of these service:

Service charge $5,392.25

ApprasalGred Repot 220500
Tx I ssusiz
Upfront Vorgage nsurance Premiom | 506025

4. Title services and lender's title insurance
This charge includes the services of a title or settlement agent, for $925.00
example, and fitle insurance to protect the lender, if required.

5. Owner's title insurance
(i may purchsse an owner’ title insurance policy to protect your interest $725.00
in'the property

6. Required services that you can shop ft
These charges are for other services that are required to complete your.
settlement. We can identify providers of these services or you can shop

for them yourself. Our estimates for providing these services are below. $295.00
Service Charge
I 525000
Pst nspeciion [ 4500

7. Government recording charges
These charges arefor tae and loca fees 0 record your loan and $50.00
title documents.

8. Transfer taxes $1,368.00

These charges are for state and local fees on mortgages and home sales.

. Inital deposit for your escrow account
This charge is held in an escrow account to pay future tecurring charges $306.60

on your property and includes [¥] all property taxes, [¥ all insurance,
and [ other| —]

P e —

\5‘ charge is fur}:he{ daily \Me{rehs\ on your \Dahn from (‘he d;y of your

el sy S e no ot o b ol 3059
ol moage bt e 1% aCUn S S e oy

for [T ]days myomsememem ‘sm )

11.Homeowner's
This charge s for the insuance you mustbuy for the property o protect
from a loss, such a
Policy Charge
== T w000

$650.00

s $9,751.44
1350144

W Good Faith st

B H Your Charges for All Other Settlement Ser

Total Estimated

ate (HUD-GFE) 2
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Understanding
which charges
can change at
settlement

Using the
tradeoff table

Using the
shopping chart

Ifyour loan is

Instructions

This GFE estimates your settlement charges. At your settlement, you il receive a HUD-1, a form that fsts your
actual costs. Compare the charges on the HU! the charges on this GFE. Charges can change if you select your

own provider and do not use the companies we ides e below for details)

These charges The total of these charges T
cannot increase can increase up to 10% can change
at settlement at settlement

o s e hatyou canshos
specific interest rate chosen (after insurance (it we select them
you'lockiin your interest rate) you use companies we identify)

* it services andfoniers e
= Your adjusted origination charges || u Ownars ttle nsurance (fyouuse || companies we identy)
SRR || G S Els) = Ouners e insurance (fyou do not
= Transfer taxes » Reguired servces thotyou con use companies we identif)
shop for (f you use companies we
denti) * Il deposit for your ecrow
» Governmentrecording charges ||, ¢

= Homeowners insurance

In this GFE, we off
= 1f you went to chaose this same loan with lower settlement charges, then you will have a higher interest rate.
= If you want to choose this same loan with 2 lower interest rate, then you will have higher settlement charges.

h a particular interest rate and estimated settlement charges.

you this loan

1f you would like to choose an available option, you must ask us for a new GFE.

Loan originators have the optio ete this table. Please ask for additional informa

Your iniial loan amount S 2easeeo0 |5 2ease00 |5 20456600

Your nitial interest rate’ o % w0 % = %

Your initial monthly amount owed s 171398 |5 189866 |5 165211

Change in the monthly amount owed from | No change wilpays 478 |Youwll pays 8877

this GFE more cvery month | less every month

‘Change in the amount you will pay at No cha Your settlement charges| Your settlement

Settlement with this interest rate wil be reduced by | charges willincrease by
5 15000 150000

Howmuchyour totalestimated settement [ 13,5014 [§ 1205144 § 1505144
charges il be

For an adjustable rate loan, the comparisans above are for the initil nterest rate before adjustments are made.

Use this chart to compare GFEs from

different loan originators. Fill in the information by using a di
for each GFE you receive. By comparing loan offers, you can s

for the best loan.

Loan originator name ABCBOker
Initia loan amount 20456600
Loan term. 30 yoars
Initial interest rate 50
Initial monthly amount owed s171308
Rate lock period 30days.
Can interest rate rise? o
Can loan balance rise? o
Can monthly amount owed rise? o
Prepayment penalty? o
Balloon payment? o
Total Estimated Settlement Char $13,501.44

Some lenders may sell your loan after settlement. Any fees lenders receive in the future cannot change the loan

sold in the future you receive or the charges you paid at settlement

W Good Faith Estimate (+uD-GFE) 3
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federal truth-in-lending disclosure statement

appendix

FEDERAL TRUTH-IN-LENDING DISCLOSURE STATEMENT
(THIS IS NEITHER A CONTRACT NOR A COMMITMENT TO LEND)

Applicants: Prepared By:
Property Address:
Application No: Date Prepared:
Check box if applicable:
ANNUAL FINANCE Amount Total of
PERCENTAGE CHARGE Financed Payments
RATE
The cost of your credit as a yearly | The dollar amount the credit will The amount of credit provided to The amount you will have paid
rate cost you you or on your behalf after making all payments as
scheduled
Y% $ $ $
D REQUIRED DEPOSIT: The annual percentage rate does not take into account your required deposit
PAYMENTS: Your payment schedule will be:
Number of Amount of ‘When Payments Number of Amount of ‘When Payments Number of  Amount of ‘When Payments
Payments Payments ** Are Due Payments Payments ** Are Due Payments Payments ** Are Due

[ ] DEMAND FEATURE: This obligation has a demand feature.

unless you sign and agree to pay the additional cost.

D VARIABLE RATE FEATURE: This loan contains a variable rate feature. A variable rate disclosure has been provided earlier.

CREDIT LIFE/CREDIT DISABILIY: Credit life insurance and credit disability insurance are not required to obtain credit, and will not be provided

Type Premium Signature

Credit Life I want credit life insurance. X
Credit Disability I want credit disability insurance. X
Credit Life and Disability I want credit life and disability insurance. X

INSURANCE: The following insurance is required to obtain credit:

D Credit life insurance DCredit disability D Property insurance D Flood insurance
You may obtain the insurance from anyone you want that is acceptable to creditor

[J 1f you purchase [ ] property [] flood insurance from creditor you will pay $
SECURITY: You are giving a security interest in:

for a one year term.
[ The goods or property being purchased [] Real property you already own.
FILING FEES: $

LATE CHARGE: If a payment is more than
PREPAYMENT: If you pay off early, you

O may [] will not  have to pay a penalty.

D may D will not  be entitled to a refund of part of the finance charge.
ASSUMPTION: Someone buying your property
O may | may, subject to conditions

days late, you will be charged %

["] may not

assume the remainder of your loan on the original terms.
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deed of trust

After Recording Return To:

[Space Above This Line For Recording Data]
DEED OF TRUST
DEFINITIONS

Words used in multiple sections of this document are defined below and other words are defined
in Sections 3, 11, 13, 18, 20 and 21. Certain rules regarding the usage of words used in this
document are also provided in Section 16.

(A)  “Security Instrument” means this document, which is dated .
, together with all Riders to this document.

(B)  “Borrower” is

Borrower is the trustor under this Security Instrument.

(C)  “Lender” is

Lender is a organized and existing under the laws

of . Lender’s address is

Lender is the

beneficiary under this Security Instrument.

(D)  “Trustee” is the Public Trustee of County,

Colorado.

(E) “Note” means the promissory note signed by Borrower and dated
n The Note states that Borrower owes

Lender
Dollars (U.S. $. plus interest. Borrower has promised to
pay this debt in regular Periodic Payments and to pay the debt in full not later than

(F)  “Property” means the property that is described below under the heading “Transfer of
Rights in the Property.”

(G)  “Loan” means the debt evidenced by the Note, plus interest, any prepayment charges and
late charges due under the Note, and all sums due under this Security Instrument, plus interest.

COLORADO--Single Fanily—Fannie MaefFreddie Mac UNIFORM INSTRUMENT Fom3oos 101 (page 1of 16 pages)

H)  “Riders” means all Riders to this Security Instrument that are executed by Borrower.
The following Riders are to be executed by Borrower [check box as applicable]:

O Adjustable Rate Rider (1 Condominium Rider [ Second Home Rider
0 Balloon Rider [ Planned Unit Development Rider (] Other(s) [specify]
01 1-4 Family Rider [0 Biweekly Payment Rider

(U] “Applicable Law” means all controlling applicable federal, state and local statutes,
and rules and orders (that have the effect of law) as well as

all applicable final, non-appealable judicial opinions.

(J)  “Community Association Dues, Fees, and Assessments” means all dues, fees,

assessments and other charges that are imposed on Borrower or the Property by a condominium

iati iation or similar izati

(K)  “Electronic Funds Transfer” means any transfer of funds, other than a transaction

originated by check, draft, or similar paper instrument, which is initiated through an electronic

terminal, telephonic instrument, computer, or magnetic tape so as to order, instruct, or authorize

a financial institution to debit or credit an account. Such term includes, but is not limited to,

point-of-sale transfers, automated teller machine transactions, transfers initiated by telephone,

wire transfers, and automated clearinghouse transfers.

(L)  “Escrow Items” means those items that are described in Section 3.

(M)  “Miscellaneous Proceeds” means any compensation, settlement, award of damages, or

proceeds paid by any third party (other than insurance proceeds paid under the coverages

described in Section 5) for: (i) damage to, or destruction of, the Property; (ii) condemnation or

other taking of all or any part of the Property; (iii) conveyance in lieu of condemnation; or (iv)

misrepresentations of, or omissions as to, the value and/or condition of the Property.

(N)  “Mortgage Insurance” means insurance protecting Lender against the nonpayment of, or

default on, the Loan.

(O)  “Periodic Payment” means the regularly scheduled amount due for (i) principal and

interest under the Note, plus (ii) any amounts under Section 3 of this Security Instrument.

(P)  “RESPA™ means the Real Estate Settlement Procedures Act (12 U.S.C. §2601 et seq.)

and its implementing regulation, Regulation X (24 C.F.R. Part 3500), as they might be amended

from time to time, or any additional or successor legislation or regulation that governs the same

subject matter. As used in this Security Instrument, “RESPA” refers to all requirements and

restrictions that are imposed in regard to a “federally related mortgage loan” even if the Loan

does not qualify as a “federally related mortgage loan™ under RESPA.

(Q)  “Successor in Interest of Borrower” means any party that has taken title to the

Property, whether or not that party has assumed Borrower’s obligations under the Note and/or

this Security Instrument.

TRANSFER OF RIGHTS IN THE PROPERTY

This Security Instrument secures to Lender: (i) the repayment of the Loan, and all renewals,
extensions and modifications of the Note; and (ii) the performance of Borrower’s covenants and
agreements under this Security Instrument and the Note. For this purpose, Borrower, in
consideration of the debt and the trust herein created, irrevocably grants and conveys to Trustee,

COLORADO-Single Family-Fannie Mae/Freddic Mac UNIFORM INSTRUMENT Form3006 101 (page 20f 16 pages)

in trust, with power of sale, the following described property located in the

of
[Type of Recording Jurisdiction] [Name of Recording Jurisdiction]
which currently has the address of
[Street]
, Colorado (“Property Address”):
[City] [Zip Code]

TOGETHER WITH all the improvements now or hereafter erected on the property, and
all easements, appurtenances, and fixtures now or hereafter a part of the property. All
replacements and additions shall also be covered by this Security Instrument. All of the
foregoing is referred to in this Security Instrument as the “Property.”

BORROWER COVENANTS that Borrower is lawfully seised of the estate hereby
conveyed and has the right to grant and convey the Property and that the Property is
unencumbered, except for encumbrances of record. Borrower warrants and will defend generally
the title to the Property against all claims and demands, subject to any encumbrances of record
and liens for taxes for the current year not yet due and payable.

THIS SECURITY INSTRUMENT combines uniform covenants for national use and
non-uniform covenants with limited variations by jurisdiction to constitute a uniform security
instrument covering real property.

UNIFORM COVENANTS. Borrower and Lender covenant and agree as follows:

1 Payment of Principal, Interest, Escrow Items, Prepayment Charges, and Late
Charges. Borrower shall pay when due the principal of, and interest on, the debt evidenced by
the Note and any prepayment charges and late charges due under the Note. Borrower shall also
pay funds for Escrow Items pursuant to Section 3. Payments due under the Note and this
Security Instrument shall be made in U.S. currency. However, if any check or other instrument
received by Lender as payment under the Note or this Security Instrument is returned to Lender
unpaid, Lender may require that any or all subsequent payments due under the Note and this
Security Instrument be made in one or more of the following forms, as selected by Lender: (a)
cash; (b) money order; (c) certified check, bank check, treasurer’s check or cashier’s check,
provided any such check is drawn upon an institution whose deposits are insured by a federal
agency, instrumentality, or entity; or (d) Electronic Funds Transfer.

Payments are deemed received by Lender when received at the location designated in the
Note or at such other location as may be designated by Lender in accordance with the notice
provisions in Section 15. Lender may return any payment or partial payment if the payment or
partial payments are insufficient to bring the Loan current. Lender may accept any payment or
partial payment insufficient to bring the Loan current, without waiver of any rights hereunder or

COLORADO- Single Family-Fannie Mae/Freddie Mac UNIFORM INSTRUMENT Form3006 1oL (page 3 of 16 pages)

prejudice to its rights to refuse such payment or partial payments in the future, but Lender is not
obligated to apply such payments at the time such payments are accepted. If each Periodic
Payment is applied as of its scheduled due date, then Lender need not pay interest on unapplied
funds. Lender may hold such unapplied funds until Borrower makes payment to bring the Loan
current. If Borrower does not do so within a reasonable period of time, Lender shall either apply
such funds or return them to Borrower. If not applied earlier, such funds will be applied to the
outstanding principal balance under the Note immediately prior to foreclosure. No offset or
claim which Borrower might have now or in the future against Lender shall relieve Borrower
from making payments due under the Note and this Security Instrument or performing the
covenants and agreements secured by this Security Instrument.

2. Application of Payments or Proceeds. Except as otherwise described in this
Section 2, all payments accepted and applied by Lender shall be applied in the following order of
priority: (a) interest due under the Note; (b) principal due under the Note; (c) amounts due under
Section 3. Such payments shall be applied to each Periodic Payment in the order in which it
became due. Any remaining amounts shall be applied first to late charges, second to any other
amounts due under this Security Instrument, and then to reduce the principal balance of the Note.

If Lender receives a payment from Borrower for a delinquent Periodic Payment which
includes a sufficient amount to pay any late charge due, the payment may be applied to the
delinquent payment and the late charge. If more than one Periodic Payment is outstanding,
Lender may apply any payment received from Borrower to the repayment of the Periodic
Payments if, and to the extent that, each payment can be paid in full. To the extent that any
excess exists after the payment is applied to the full payment of one or more Periodic Payments,
such excess may be applied to any late charges due. Voluntary prepayments shall be applied first
to any prepayment charges and then as described in the Note.

Any application of payments, insurance proceeds, or Miscellaneous Proceeds to principal
due under the Note shall not extend or postpone the due date, or change the amount, of the
Periodic Payments.

Funds for Escrow Items. Borrower shall pay to Lender on the day Periodic
Payments are due under the Note, until the Note is paid in full, a sum (the “Funds”) to provide
for payment of amounts due for: (a) taxes and assessments and other items which can attain
priority over this Security Instrument as a lien or encumbrance on the Property; (b) leasehold
payments or ground rents on the Property, if any; (c) premiums for any and all insurance required
by Lender under Section 5; and (d) Mortgage Insurance premiums, if any, or any sums payable by
Borrower to Lender in lieu of the payment of Mortgage Insurance premiums in accordance with
the provisions of Section 10. These items are called “Escrow Items.” At origination or at any
time during the term of the Loan, Lender may require that Community Association Dues, Fees,
and Assessments, if any, be escrowed by Borrower, and such dues, fees and assessments shall be
an Escrow Item. Borrower shall promptly furnish to Lender all notices of amounts to be paid
under this Section. Borrower shall pay Lender the Funds for Escrow Items unless Lender waives
Borrower’s obligation to pay the Funds for any or all Escrow ltems. Lender may waive
Borrower’s obligation to pay to Lender Funds for any or all Escrow Items at any time. Any such
waiver may only be in writing. In the event of such waiver, Borrower shall pay directly, when
and where payable, the amounts due for any Escrow Items for which payment of Funds has been
waived by Lender and, if Lender requires, shall furnish to Lender receipts evidencing such
payment within such time period as Lender may require. Borrower’s obligation to make such

oL Family- INSTRUMENT Form3006 101 (page 4 of 16 pages)

217



section 2

appendix

deed of trust

218

payments and to provide receipts shall for all purposes be deemed to be a covenant and
agreement contained in this Security Instrument, as the phrase “covenant and agreement” is used
in Section 9. If Borrower is obligated to pay Escrow Items directly, pursuant to a waiver, and
Borrower fails to pay the amount due for an Escrow Item, Lender may exercise its rights under
Section 9 and pay such amount and Borrower shall then be obligated under Section 9 to repay to
Lender any such amount. Lender may revoke the waiver as to any or all Escrow Items at any
time by a notice given in accordance with Section 15 and, upon such revocation, Borrower shall
pay to Lender all Funds, and in such amounts, that are then required under this Section 3.

Lender may, at any time, collect and hold Funds in an amount (a) sufficient to permit
Lender to apply the Funds at the time specified under RESPA, and (b) not to exceed the
maximum amount a lender can require under RESPA. Lender shall estimate the amount of
Funds due on the basis of current data and reasonable estimates of expenditures of future Escrow
Items or otherwise in accordance with Applicable Law.

The Funds shall be held in an institution whose deposits are insured by a federal agency,
instrumentality, or entity (including Lender, if Lender is an institution whose deposits are so
insured) or in any Federal Home Loan Bank. Lender shall apply the Funds to pay the Escrow
Items no later than the time specified under RESPA. Lender shall not charge Borrower for
holding and applying the Funds, annually analyzing the escrow account, or verifying the Escrow
Items, unless Lender pays Borrower interest on the Funds and Applicable Law permits Lender to
make such a charge. Unless an agreement is made in writing or Applicable Law requires interest
to be paid on the Funds, Lender shall not be required to pay Borrower any interest or earnings on
the Funds. Borrower and Lender can agree in writing, however, that interest shall be paid on the
Funds. Lender shall give to Borrower, without charge, an annual accounting of the Funds as
required by RESPA.

If there is a surplus of Funds held in escrow, as defined under RESPA, Lender shall
account to Borrower for the excess funds in accordance with RESPA. If there is a shortage of
Funds held in escrow, as defined under RESPA, Lender shall notify Borrower as required by
RESPA, and Borrower shall pay to Lender the amount necessary to make up the shortage in
accordance with RESPA, but in no more than 12 monthly payments. If there is a deficiency of
Funds held in escrow, as defined under RESPA, Lender shall notify Borrower as required by
RESPA, and Borrower shall pay to Lender the amount necessary to make up the deficiency in
accordance with RESPA, but in no more than 12 monthly payments.

Upon payment in full of all sums secured by this Security Instrument, Lender shall
promptly refund to Borrower any Funds held by Lender.

4. Charges; Liens. Borrower shall pay all taxes, assessments, charges, fines, and
impositions attributable to the Property which can attain priority over this Security Instrument,
leasehold payments or ground rents on the Property, if any, and Community Association Dues,
Fees, and Assessments, if any. To the extent that these items are Escrow Items, Borrower shall
pay them in the manner provided in Section 3.

Borrower shall promptly discharge any lien which has priority over this Security
Instrument unless Borrower: (a) agrees in writing to the payment of the obligation secured by the
lien in a manner acceptable to Lender, but only so long as Borrower is performing such
agreement; (b) contests the lien in good faith by, or defends against enforcement of the lien in,
legal proceedings which in Lender’s opinion operate to prevent the enforcement of the lien while
those proceedings are pending, but only until such proceedings are concluded; or (c) secures from
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the holder of the lien an agreement satisfactory to Lender subordinating the lien to this Security
Instrument. If Lender determines that any part of the Property is subject to a lien which can
attain priority over this Security Instrument, Lender may give Borrower a notice identifying the
lien. Within 10 days of the date on which that notice is given, Borrower shall satisfy the lien or
take one or more of the actions set forth above in this Section 4.

Lender may require Borrower to pay a one-time charge for a real estate tax verification
and/or reporting service used by Lender in connection with this Loan.

5. Property Insurance. Borrower shall keep the improvements now existing or
hereafter erected on the Property insured against loss by fire, hazards included within the term
“extended coverage,” and any other hazards including, but not limited to, earthquakes and floods,
for which Lender requires insurance. This insurance shall be maintained in the amounts
(including deductible levels) and for the periods that Lender requires. What Lender requires
pursuant to the preceding sentences can change during the term of the Loan. The insurance
carrier providing the insurance shall be chosen by Borrower subject to Lender’s right to
disapprove Borrower’s choice, which right shall not be exercised unreasonably. Lender may
require Borrower to pay, in connection with this Loan, either: (a) a one-time charge for flood
zone determmauun cemflcanon and tracking services; or (b) a one-time charge for flood zone

and services and charges each time remappings or similar
changes occur which reasonably might affect such determination or certification. Borrower shall
also be responsible for the payment of any fees imposed by the Federal Emergency Management
Agency in connection with the review of any flood zone determination resulting from an
objection by Borrower.

If Borrower fails to maintain any of the coverages described above, Lender may obtain
insurance coverage, at Lender’s option and Borrower’s expense. Lender is under no obligation to
purchase any particular type or amount of coverage. Therefore, such coverage shall cover
Lender, but might or might not protect Borrower, Borrower’s equity in the Property, or the
contents of the Property, against any risk, hazard or liability and might provide greater or lesser
coverage than was previously in effect. Borrower acknowledges that the cost of the insurance
coverage so obtained might significantly exceed the cost of insurance that Borrower could have
obtained. Any amounts disbursed by Lender under this Section 5 shall become additional debt of
Borrower secured by this Security Instrument. These amounts shall bear interest at the Note rate
from the date of disbursement and shall be payable, with such interest, upon notice from Lender
to Borrower requesting payment.

All insurance policies required by Lender and renewals of such policies shall be subject to
Lender’s right to disapprove such policies, shall include a standard mortgage clause, and shall
name Lender as mortgagee and/or as an additional loss payee. Lender shall have the right to hold
the policies and renewal certificates. If Lender requires, Borrower shall promptly give to Lender
all receipts of paid premiums and renewal notices. If Borrower obtains any form of insurance
coverage, not otherwise required by Lender, for damage to, or destruction of, the Property, such
policy shall include a standard mortgage clause and shall name Lender as mortgagee and/or as an
additional loss payee.

In the event of loss, Borrower shall give prompt notice to the insurance carrier and
Lender. Lender may make proof of loss if not made promptly by Borrower. Unless Lender and
Borrower otherwise agree in writing, any insurance proceeds, whether or not the underlying
insurance was required by Lender, shall be applied to restoration or repair of the Property, if the
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restoration or repair is economically feasible and Lender’s security is not lessened. During such
repair and restoration period, Lender shall have the right to hold such insurance proceeds until
Lender has had an opportunity to inspect such Property to ensure the work has been completed to
Lender’s satisfaction, provided that such inspection shall be undertaken promptly. Lender may
disburse proceeds for the repairs and restoration in a single payment or in a series of progress
payments as the work is completed. Unless an agreement is made in writing or Applicable Law
requires interest to be paid on such insurance proceeds, Lender shall not be required to pay
Borrower any interest or earnings on such proceeds. Fees for public adjusters, or other third
parties, retained by Borrower shall not be paid out of the insurance proceeds and shall be the sole
obligation of Borrower. If the fon or repair is not feasible or Lender’s
security would be lessened, the insurance proceeds shall be applied to the sums secured by this
Security Instrument, whether or not then due, with the excess, if any, paid to Borrower. Such
insurance proceeds shall be applied in the order provided for in Section 2.

If Borrower abandons the Property, Lender may file, negotiate and settle any available
insurance claim and related matters. |f Borrower does not respond within 30 days to a notice
from Lender that the insurance carrier has offered to settle a claim, then Lender may negotiate
and settle the claim. The 30-day period will begin when the notice is given. In either event, or if
Lender acquires the Property under Section 22 or otherwise, Borrower hereby assigns to Lender
(a) Borrower’s rights to any insurance proceeds in an amount not to exceed the amounts unpaid
under the Note or this Security Instrument, and (b) any other of Borrower’s rights (other than the
right to any refund of unearned premiums paid by Borrower) under all insurance policies
covering the Property, insofar as such rights are applicable to the coverage of the Property.
Lender may use the insurance proceeds either to repair or restore the Property or to pay amounts
unpaid under the Note or this Security Instrument, whether or not then due.

6. Occupancy.  Borrower shall occupy, establish, and use the Property as
Borrower’s principal residence within 60 days after the execution of this Security Instrument and
shall continue to occupy the Property as Borrower’s principal residence for at least one year after
the date of occupancy, unless Lender otherwise agrees in writing, which consent shall not be
unreasonably withheld, or unless extenuating circumstances exist which are beyond Borrower’s
control.

7. Preservation, Maintenance and Protection of the Property; Inspections.
Borrower shall not destroy, damage or impair the Property, allow the Property to deteriorate or
commit waste on the Property. Whether or not Borrower is residing in the Property, Borrower
shall maintain the Property in order to prevent the Property from deteriorating or decreasing in
value due to its condition. Unless it is determined pursuant to Section 5 that repair or restoration
is not economically feasible, Borrower shall promptly repair the Property if damaged to avoid
further deterioration or damage. If insurance or condemnation proceeds are paid in connection
with damage to, or the taking of, the Property, Borrower shall be responsible for repairing or
restoring the Property only if Lender has released proceeds for such purposes. Lender may
disburse proceeds for the repairs and restoration in a single payment or in a series of progress
payments as the work is completed. If the insurance or condemnation proceeds are not sufficient
to repair or restore the Property, Borrower is not relieved of Borrower’s obligation for the
completion of such repair or restoration.

Lender or its agent may make reasonable entries upon and inspections of the Property. If
it has reasonable cause, Lender may inspect the interior of the improvements on the Property.
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Lender shall give Borrower notice at the time of or prior to such an interior inspection specifying
such reasonable cause.

Borrower’s Loan Application. Borrower shall be in default if, during the Loan
appllcanon process, Borrower or any persons or entities acting at the direction of Borrower or
with Borrower’s knowledge or consent gave materially false, misleading, or inaccurate
information or statements to Lender (or failed to provide Lender with material information) in
connection with the Loan. Material representations include, but are not limited to,

i ing Borrower’s p of the Property as Borrower’s principal

residence
Protection of Lender’s Interest in the Property and Rights Under this
Securlty Instrument. If (a) Borrower fails to perform the covenants and agreements contained
in this Security Instrument, (b) there is a legal proceeding that might significantly affect Lender’s
interest in the Property and/or rights under this Security Instrument (such as a proceeding in
probate, for ion or forfeiture, for of a lien which may attain
priority over this Security Instrument or to enforce laws or regulations), or (c) Borrower has
abandoned the Property, then Lender may do and pay for whatever is reasonable or appropriate to
protect Lender’s interest in the Property and rights under this Security Instrument, including
protecting and/or assessing the value of the Property, and securing and/or repairing the Property.
Lender’s actions can include, but are not limited to: (a) paying any sums secured by a lien which
has priority over this Security Instrument; (b) appearing in court; and (c) paying reasonable
attorneys” fees to protect its interest in the Property and/or rights under this Security Instrument,
including its secured position in a bankruptcy proceeding. Securing the Property includes, but is
not limited to, entering the Property to make repairs, change locks, replace or board up doors and
windows, drain water from pipes, eliminate building or other code violations or dangerous
conditions, and have utilities turned on or off. Although Lender may take action under this
Section 9, Lender does not have to do so and is not under any duty or obligation to do so. It is
agreed that Lender incurs no liability for not taking any or all actions authorized under this

Section 9.

Any amounts disbursed by Lender under this Section 9 shall become additional debt of
Borrower secured by this Security Instrument. These amounts shall bear interest at the Note rate
from the date of disbursement and shall be payable, with such interest, upon notice from Lender
to Borrower requesting payment.

If this Security Instrument is on a leasehold, Borrower shall comply with all the
provisions of the lease. If Borrower acquires fee title to the Property, the leasehold and the fee
title shall not merge unless Lender agrees to the merger in writing.

10.  Mortgage Insurance. If Lender required Mortgage Insurance as a condition of
making the Loan, Borrower shall pay the premiums required to maintain the Mortgage Insurance
in effect. If, for any reason, the Mortgage Insurance coverage required by Lender ceases to be
available from the mortgage insurer that previously provided such insurance and Borrower was
required to make separately designated payments toward the premiums for Mortgage Insurance,
Borrower shall pay the premiums required to obtain coverage substantially equivalent to the
Mortgage Insurance previously in effect, at a cost substantially equivalent to the cost to Borrower
of the Mortgage Insurance previously in effect, from an alternate mortgage insurer selected by
Lender. If substantially equivalent Mortgage Insurance coverage is not available, Borrower shall
continue to pay to Lender the amount of the separately designated payments that were due when
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the insurance coverage ceased to be in effect. Lender will accept, use and retain these payments
as a non-refundable loss reserve in lieu of Mortgage Insurance. Such loss reserve shall be non-
refundable, notwithstanding the fact that the Loan is ultimately paid in full, and Lender shall not
be required to pay Borrower any interest or earnings on such loss reserve. Lender can no longer
require loss reserve payments if Mortgage Insurance coverage (in the amount and for the period
that Lender requires) provided by an insurer selected by Lender again becomes available, is
obtained, and Lender requires separately designated payments toward the premiums for Mortgage
Insurance. If Lender required Mortgage Insurance as a condition of making the Loan and
Borrower was required to make separately designated payments toward the premiums for
Mortgage Insurance, Borrower shall pay the premiums required to maintain Mortgage Insurance
in effect, or to provide a non-refundable loss reserve, until Lender’s requirement for Mortgage
Insurance ends in accordance with any written agreement between Borrower and Lender
providing for such termination or until termination is required by Applicable Law. Nothing in
this Section 10 affects Borrower’s obligation to pay interest at the rate provided in the Note.

Mortgage Insurance reimburses Lender (or any entity that purchases the Note) for certain
losses it may incur if Borrower does not repay the Loan as agreed. Borrower is not a party to the
Mortgage Insurance.

Mortgage insurers evaluate their total risk on all such insurance in force from time to
time, and may enter into agreements with other parties that share or modify their risk, or reduce
losses. These agreements are on terms and conditions that are satisfactory to the mortgage insurer
and the other party (or parties) to these agreements. These agreements may require the mortgage
insurer to make payments using any source of funds that the mortgage insurer may have available
(which may include funds obtained from Mortgage Insurance premiums).

As a result of these agreements, Lender, any purchaser of the Note, another insurer, any
reinsurer, any other entity, or any affiliate of any of the foregoing, may receive (directly or
indirectly) amounts that derive from (or might be characterized as) a portion of Borrower's
payments for Mortgage Insurance, in exchange for sharing or modifying the mortgage insurer’s
risk, or reducing losses. If such agreement provides that an affiliate of Lender takes a share of
the insurer’s risk in exchange for a share of the premiums paid to the insurer, the arrangement is
often termed “captive reinsurance.” Further:

(a) Any such agreements will not affect the amounts that Borrower has agreed to
pay for Mortgage Insurance, or any other terms of the Loan. Such agreements will not
increase the amount Borrower will owe for Mortgage Insurance, and they will not entitle
Borrower to any refund.

(b)  Any such agreements will not affect the rights Borrower has - if any - with
respect to the Mortgage Insurance under the Homeowners Protection Act of 1998 or any
other law. These rights may include the right to receive certain disclosures, to request and
obtain cancellation of the Mortgage Insurance, to have the Mortgage Insurance terminated
automatically, and/or to receive a refund of any Mortgage Insurance premiums that were
unearned at the time of such cancellation or termination.

11. Assignment of Miscellaneous Proceeds; Forfeiture. ~ All Miscellaneous
Proceeds are hereby assigned to and shall be paid to Lender.

If the Property is damaged, such Miscellaneous Proceeds shall be applied to restoration or
repair of the Property, if the restoration or repair is economically feasible and Lender’s security is
not lessened. During such repair and restoration period, Lender shall have the right to hold such
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Miscellaneous Proceeds until Lender has had an opportunity to inspect such Property to ensure
the work has been completed to Lender’s satisfaction, provided that such inspection shall be
undertaken promptly. Lender may pay for the repairs and restoration in a single disbursement or
in a series of progress payments as the work is completed. Unless an agreement is made in
writing or Applicable Law requires interest to be paid on such Miscellaneous Proceeds, Lender
shall not be required to pay Borrower any interest or earnings on such Miscellaneous Proceeds.
If the restoration or repair is not economically feasible or Lender’s security would be lessened,
the Miscellaneous Proceeds shall be applied to the sums secured by this Security Instrument,
whether or not then due, with the excess, if any, paid to Borrower. Such Miscellaneous Proceeds
shall be applied in the order provided for in Section 2.

In the event of a total taking, destruction, or loss in value of the Property, the
Miscellaneous Proceeds shall be applied to the sums secured by this Security Instrument, whether
or not then due, with the excess, if any, paid to Borrower.

In the event of a partial taking, destruction, or loss in value of the Property in which the
fair market value of the Property immediately before the partial taking, destruction, or loss in
value is equal to or greater than the amount of the sums secured by this Security Instrument
immediately before the partial taking, destruction, or loss in value, unless Borrower and Lender
otherwise agree in writing, the sums secured by this Security Instrument shall be reduced by the
amount of the Miscellaneous Proceeds multiplied by the following fraction: (a) the total amount
of the sums secured immediately before the partial taking, destruction, or loss in value divided by
(b) the fair market value of the Property immediately before the partial taking, destruction, or loss
invalue. Any balance shall be paid to Borrower.

In the event of a partial taking, destruction, or loss in value of the Property in which the
fair market value of the Property immediately before the partial taking, destruction, or loss in
value is less than the amount of the sums secured immediately before the partial taking,
destruction, or loss in value, unless Borrower and Lender otherwise agree in writing, the
Miscellaneous Proceeds shall be applied to the sums secured by this Security Instrument whether
or not the sums are then due.

If the Property is abandoned by Borrower, or if, after notice by Lender to Borrower that
the Opposing Party (as defined in the next sentence) offers to make an award to settle a claim for
damages, Borrower fails to respond to Lender within 30 days after the date the notice is given,
Lender is authorized to collect and apply the Miscellaneous Proceeds either to restoration or
repair of the Property or to the sums secured by this Security Instrument, whether or not then due.
“Opposing Party” means the third party that owes Borrower Miscellaneous Proceeds or the party
against whom Borrower has a right of action in regard to Miscellaneous Proceeds.

Borrower shall be in default if any action or proceeding, whether civil or criminal, is
begun that, in Lender’s judgment, could result in forfeiture of the Property or other material
impairment of Lender’s interest in the Property or rights under this Security Instrument.
Borrower can cure such a default and, if acceleration has occurred, reinstate as provided in
Section 19, by causing the action or proceeding to be dismissed with a ruling that, in Lender’s
judgment, precludes forfeiture of the Property or other material impairment of Lender’s interest
in the Property or rights under this Security Instrument. The proceeds of any award or claim for
damages that are attributable to the impairment of Lenders interest in the Property are hereby
assigned and shall be paid to Lender.
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All Miscellaneous Proceeds that are not applied to restoration or repair of the Property
shall be applied in the order provided for in Section 2.

. Borrower Not Released; Forbearance By Lender Not a Waiver. Extension of
the time for payment or modification of amortization of the sums secured by this Security
Instrument granted by Lender to Borrower or any Successor in Interest of Borrower shall not
operate to release the liability of Borrower or any Successors in Interest of Borrower. Lender
shall not be required to commence proceedings against any Successor in Interest of Borrower or
to refuse to extend time for payment or otherwise modify amortization of the sums secured by
this Security Instrument by reason of any demand made by the original Borrower or any
Successors in Interest of Borrower. Any forbearance by Lender in exercising any right or remedy
including, without limitation, Lender’s acceptance of payments from third persons, entities or
Successors in Interest of Borrower or in amounts less than the amount then due, shall not be a
waiver of or preclude the exercise of any right or remedy.

13.  Joint and Several Liability; Co-signers; Successors and Assigns Bound.
Borrower covenants and agrees that Borrower’s obligations and liability shall be joint and
several. However, any Borrower who co-signs this Security Instrument but does not execute the
Note (a “co-signer”): (a) is co-signing this Security Instrument only to mortgage, grant and
convey the co-signer’s interest in the Property under the terms of this Security Instrument; (b) is
not personally obligated to pay the sums secured by this Security Instrument; and (c) agrees that
Lender and any other Borrower can agree to extend, modify, forbear or make any
accommodations with regard to the terms of this Security Instrument or the Note without the co-
signer’s consent.

Subject to the provisions of Section 18, any Successor in Interest of Borrower who
assumes Borrower’s obligations under this Security Instrument in writing, and is approved by
Lender, shall obtain all of Borrower’s rights and benefits under this Security Instrument.
Borrower shall not be released from Borrower’s obligations and liability under this Security
Instrument unless Lender agrees to such release in writing. The covenants and agreements of this
Security Instrument shall bind (except as provided in Section 20) and benefit the successors and
assigns of Lender.

14. Loan Charges. Lender may charge Borrower fees for services performed in
connection with Borrower’s default, for the purpose of protecting Lender’s interest in the
Property and rights under this Security Instrument, including, but not limited to, attorneys’ fees,
property inspection and valuation fees. In regard to any other fees, the absence of express
authority in this Security Instrument to charge a specific fee to Borrower shall not be construed as
a prohibition on the charging of such fee. Lender may not charge fees that are expressly
prohibited by this Security Instrument or by Applicable Law.

If the Loan is subject to a law which sets maximum loan charges, and that law is finally
interpreted so that the interest or other loan charges collected or to be collected in connection
with the Loan exceed the permitted limits, then: (a) any such loan charge shall be reduced by the
amount necessary to reduce the charge to the permitted limit; and (b) any sums already collected
from Borrower which exceeded permitted limits will be refunded to Borrower. Lender may
choose to make this refund by reducing the principal owed under the Note or by making a direct
payment to Borrower. If a refund reduces principal, the reduction will be treated as a partial
prepayment without any prepayment charge (whether or not a prepayment charge is provided for
under the Note). Borrower’s acceptance of any such refund made by direct payment to Borrower
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will constitute a waiver of any right of action Borrower might have arising out of such
overcharge.

15.  Notices. All notices given by Borrower or Lender in connection with this
Security Instrument must be in writing. Any notice to Borrower in connection with this Security
Instrument shall be deemed to have been given to Borrower when mailed by first class mail or
when actually delivered to Borrower’s notice address if sent by other means. Notice to any one
Borrower shall constitute notice to all Borrowers unless Applicable Law expressly requires
otherwise. The notice address shall be the Property Address unless Borrower has designated a
substitute notice address by notice to Lender. Borrower shall promptly notify Lender of
Borrower’s change of address. If Lender specifies a procedure for reporting Borrower’s change
of address, then Borrower shall only report a change of address through that specified procedure.
There may be only one designated notice address under this Security Instrument at any one time.
Any notice to Lender shall be given by delivering it or by mailing it by first class mail to
Lender’s address stated herein unless Lender has designated another address by notice to
Borrower. Any notice in connection with this Security Instrument shall not be deemed to have
been given to Lender until actually received by Lender. If any notice required by this Security
Instrument is also required under Applicable Law, the Applicable Law requirement will satisfy
the corresponding requirement under this Security Instrument.

16.  Governing Law; Severability; Rules of Construction. This Security Instrument
shall be governed by federal law and the law of the jurisdiction in which the Property is located.
All rights and obligations contained in this Security Instrument are subject to any requirements
and limitati of Appli Law. Appli Law might explicitly or implicitly allow the
parties to agree by contract or it might be silent, but such silence shall not be construed as a
prohibition against agreement by contract. In the event that any provision or clause of this
Security Instrument or the Note conflicts with Applicable Law, such conflict shall not affect
other provisions of this Security Instrument or the Note which can be given effect without the
conflicting provision.

As used in this Security Instrument: (a) words of the masculine gender shall mean and
include corresponding neuter words or words of the feminine gender; (b) words in the singular
shall mean and include the plural and vice versa; and (c) the word “may” gives sole discretion
without any obligation to take any action.

17. Borrower’s Copy. Borrower shall be given one copy of the Note and of this
Security Instrument.

Transfer of the Property or a Benet Interest in Borrower. As used in this
Section 18, “Interest in the Property” means any legal or beneficial interest in the Property,
including, but not limited to, those beneficial interests transferred in a bond for deed, contract for
deed, installment sales contract or escrow agreement, the intent of which is the transfer of title by
Borrower at a future date to a purchaser.

If all or any part of the Property or any Interest in the Property is sold or transferred (or if
Borrower is not a natural person and a beneficial interest in Borrower is sold or transferred)
without Lender’s prior written consent, Lender may require immediate payment in full of all
sums secured by this Security Instrument. However, this option shall not be exercised by Lender
if such exercise is prohibited by Applicable Law.

If Lender exercises this option, Lender shall give Borrower notice of acceleration. The
notice shall provide a period of not less than 30 days from the date the notice is given in
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accordance with Section 15 within which Borrower must pay all sums secured by this Security
Instrument. If Borrower fails to pay these sums prior to the expiration of this period, Lender may
invoke any remedies permitted by this Security Instrument without further notice or demand on
Borrower.

19, Borrower’s Right to Reinstate After Acceleration. If Borrower meets certain
conditions, Borrower shall have the right to have enforcement of this Security Instrument
discontinued at any time prior to the earliest of: (a) five days before sale of the Property pursuant
to any power of sale contained in this Security Instrument; (b) such other period as Applicable
Law might specify for the termination of Borrower’s right to reinstate; or (c) entry of a judgment
enforcing this Security Instrument. Those conditions are that Borrower: (a) pays Lender all sums
which then would be due under this Security Instrument and the Note as if no acceleration had
occurred; (b) cures any default of any other covenants or agreements; (c) pays all expenses
incurred in enforcing this Security Instrument, including, but not limited to, reasonable attorneys’
fees, property inspection and valuation fees, and other fees incurred for the purpose of protecting
Lender’s interest in the Property and rights under this Security Instrument; and (d) takes such
action as Lender may reasonably require to assure that Lender’s interest in the Property and rights
under this Security Instrument, and Borrower’s obligation to pay the sums secured by this
Security Instrument, shall continue unchanged. Lender may require that Borrower pay such
reinstatement sums and expenses in one or more of the following forms, as selected by Lender:
(a) cash; (b) money order; (c) certified check, bank check, treasurer’s check or cashier’s check,
provided any such check is drawn upon an institution whose deposits are insured by a federal
agency, instrumentality or entity; or (d) Electronic Funds Transfer. Upon reinstatement by
Borrower, this Security Instrument and obligations secured hereby shall remain fully effective as
if no acceleration had occurred. However, this right to reinstate shall not apply in the case of
acceleration under Section 18.

20. Sale of Note; Change of Loan Servicer; Notice of Grievance. The Note or a
partial interest in the Note (together with this Security Instrument) can be sold one or more times
without prior notice to Borrower. A sale might result in a change in the entity (known as the
“Loan Servicer”) that collects Periodic Payments due under the Note and this Security Instrument
and performs other mortgage loan servicing obligations under the Note, this Security Instrument,
and Applicable Law. There also might be one or more changes of the Loan Servicer unrelated to
a sale of the Note. If there is a change of the Loan Servicer, Borrower will be given written
notice of the change which will state the name and address of the new Loan Servicer, the address
to which payments should be made and any other information RESPA requires in connection
with a notice of transfer of servicing. If the Note is sold and thereafter the Loan is serviced by a
Loan Servicer other than the purchaser of the Note, the mortgage loan servicing obligations to
Borrower will remain with the Loan Servicer or be transferred to a successor Loan Servicer and
are not assumed by the Note purchaser unless otherwise provided by the Note purchaser.

Neither Borrower nor Lender may commence, join, or be joined to any judicial action (as
either an individual litigant or the member of a class) that arises from the other party’s actions
pursuant to this Security Instrument or that alleges that the other party has breached any
provision of, or any duty owed by reason of, this Security Instrument, until such Borrower or
Lender has notified the other party (with such notice given in compliance with the requirements
of Section 15) of such alleged breach and afforded the other party hereto a reasonable period after
the giving of such notice to take corrective action. If Applicable Law provides a time period
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which must elapse before certain action can be taken, that time period will be deemed to be
reasonable for purposes of this paragraph. The notice of acceleration and opportunity to cure
given to Borrower pursuant to Section 22 and the notice of acceleration given to Borrower
pursuant to Section 18 shall be deemed to satisfy the notice and opportunity to take corrective
action provisions of this Section 20.

21.  Hazardous Substances. As used in this Section 21: (a) “Hazardous Substances”
are those substances defined as toxic or hazardous substances, pollutants, or wastes by
Environmental Law and the following substances: gasoline, kerosene, other flammable or toxic
petroleum products, toxic pesticides and herbicides, volatile solvents, materials containing
asbestos or formaldehyde, and radioactive materials; (b) “Environmental Law™ means federal
laws and laws of the jurisdiction where the Property is located that relate to health, safety or
environmental protection; (c) “Environmental Cleanup” includes any response action, remedial
action, or removal action, as defined in Environmental Law; and (d) an “Environmental
Condition” means a condition that can cause, contribute to, or otherwise trigger an
Environmental Cleanup.

Borrower shall not cause or permit the presence, use, disposal, storage, or release of any
Hazardous Substances, or threaten to release any Hazardous Substances, on or in the Property.
Borrower shall not do, nor allow anyone else to do, anything affecting the Property (a) that is in
violation of any Environmental Law, (b) which creates an Environmental Condition, or (c)
which, due to the presence, use, or release of a Hazardous Substance, creates a condition that
adversely affects the value of the Property. The preceding two sentences shall not apply to the
presence, use, or storage on the Property of small quantities of Hazardous Substances that are
generally recognized to be appropriate to normal residential uses and to maintenance of the
Property (including, but not limited to, hazardous substances in consumer products).

Borrower shall promptly give Lender written notice of (a) any investigation, claim,
demand, lawsuit or other action by any governmental or regulatory agency or private party
involving the Property and any Hazardous Substance or Environmental Law of which Borrower
has actual knowledge, (b) any Environmental Condition, including but not limited to, any
spilling, leaking, discharge, release or threat of release of any Hazardous Substance, and (c) any
condition caused by the presence, use or release of a Hazardous Substance which adversely
affects the value of the Property. If Borrower learns, or is notified by any governmental or
regulatory authority, or any private party, that any removal or other remediation of any
Hazardous Substance affecting the Property is necessary, Borrower shall promptly take all
necessary remedial actions in accordance with Environmental Law. Nothing herein shall create
any obligation on Lender for an Environmental Cleanup.

NON-UNIFORM COVENANTS. Borrower and Lender further covenant and agree as
follows:

22.  Acceleration; Remedies. Lender shall give notice to Borrower prior to
acceleration following Borrower’s breach of any covenant or agreement in this Security
Instrument (but not prior to acceleration under Section 18 unless Applicable Law provides
otherwise). The notice shall specify: (a) the default; (b) the action required to cure the
default; (c) a date, not less than 30 days from the date the notice is given to Borrower, by
which the default must be cured; and (d) that failure to cure the default on or before the
date specified in the notice may result in acceleration of the sums secured by this Security
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Instrument and sale of the Property. The notice shall further inform Borrower of the right
to reinstate after acceleration and the right to assert in the foreclosure proceeding the non-
existence of a default or any other defense of Borrower to acceleration and sale. If the
default is not cured on or before the date specified in the notice, Lender at its option may
require immediate payment in full of all sums secured by this Security Instrument without
further demand and may invoke the power of sale and any other remedies permitted by
Applicable Law. Lender shall be entitled to collect all expenses incurred in pursuing the
remedies provided in this Section 22, including, but not limited to, reasonable attorneys”
fees and costs of title evidence.

If Lender invokes the power of sale, Lender shall give written notice to Trustee of
the occurrence of an event of default and of Lender’s election to cause the Property to be
sold. Lender shall mail a copy of the notice to Borrower as provided in Section 15. Trustee
shall record a copy of the notice in the county in which the Property is located. Trustee
shall publish a notice of sale for the time and in the manner provided by Applicable Law
and shall mail copies of the notice of sale in the manner prescribed by Applicable Law to
Borrower and to the other persons prescribed by Applicable Law. After the time required
by Applicable Law, Trustee, without demand on Borrower, shall sell the Property at public
auction to the highest bidder for cash at the time and place and under the terms designated
in the notice of sale in one or more parcels and in any order Trustee determines. Trustee
may postpone sale of any parcel of the Property by public announcement at the time and
place of any previously scheduled sale. Lender or its designee may purchase the Property
at any sale.

Trustee shall deliver to the purchaser Trustee’s certificate describing the Property
and the time the purchaser will be entitled to Trustee’s deed. The recitals in the Trustee’s
deed shall be prima facie evidence of the truth of the statements made therein. Trustee
shall apply the proceeds of the sale in the following order: (a) to all expenses of the sale,
including, but not limited to, reasonable Trustee’s and attorneys’ fees; (b) to all sums
secured by this Security Instrument; and (c) any excess to the person or persons legally
entitled to it.

23. Release. Upon payment of all sums secured by this Security Instrument, Lender
shall request that Trustee release this Security Instrument and shall produce for Trustee, duly
cancelled, all notes evidencing debts secured by this Security Instrument. Trustee shall release
this Security Instrument without further inquiry or liability. Borrower shall pay any recordation
costs and the statutory Trustee’s fees.

2 Waiver of Homestead. Borrower waives all right of homestead exemption in the
Property.
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BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants
contained in this Security Instrument and in any Rider executed by Borrower and recorded with
it,

Witnesses:
(Seal)
- Borrower
(Seal)
- Borrower
[Space Below This Line For Ackr
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section 2 appendix

note (promissory note)

NOTE

[Date] [City] [State]

[Property Address]

1 BORROWER’S PROMISE TO PAY

In return for a loan that | have received, | promise to pay U.S. (this
amount s called “Principal”), plus interest, to the order of the Lender. The Lender i
1 will make all payments under this Note in the form of cash,

check or money order.

I understand that the Lender may transfer this Note. The Lender or anyone who takes this Note by
transfer and who is entitled to receive payments under this Note is called the “Note Holder.”
2. INTEREST

Interest will be charged on unpaid principal until the full amount of Principal has been paid. | will pay
interest at a yearly rate of %.

The interest rate required by this Section 2 is the rate | will pay both before and after any default
described in Section 6(B) of this Note.
3. PAYMENTS

(A)  Time and Place of Payments

Twill pay principal and interest by making a payment every month.

I will make my monthly payment on the day of each month beginning on

1 will make these payments every month until 1 have

paid all of the principal and interest and any other charges described below that | may owe under this Note. Each
munthly payment will be applied as of its scheduled due date and will be applied to interest before Principal. If,
1 still owe amounts under this Note, | will pay those amounts in
full on that date, which is called the “Malunly Date.”

1 will make my monthly payments at

or at a different place if required by the Note Holder

(B)  Amount of Monthly Payments
My monthly payment will be in the amount of U.S. $

4. BORROWER’S RIGHT TO PREPAY

1 have the right to make payments of Principal at any time before they are due. A payment of Principal
only is known as a “Prepayment.” When I make a Prepayment, [ will tell the Note Holder in writing that 1 am
doing so. | may not designate a payment as a Prepayment if | have not made all the monthly payments due under
the Note.

1 may make a full Prepayment or partial Prepayments without paying a Prepayment charge. The Note
Holder will use my Prepayments to reduce the amount of Principal that I owe under this Note. However, the
Note Holder may apply my Prepayment to the accrued and unpaid interest on the Prepayment amount, before
applying my Prepayment to reduce the Principal amount of the Note. If | make a partial Prepayment, there will
be no changes in the due date or in the amount of my monthly payment unless the Note Holder agrees in writing
o those changes.
5. LOAN CHARGES

If a law, which applies to this loan and which sets maximum loan charges, is finally interpreted so that
the interest or other loan charges collected or to be collected in connection with this loan exceed the permitted
limits, then: (a) any such loan charge shall be reduced by the amount necessary to reduce the charge to the
permitted limit; and (b) any sums already collected from me which exceeded permitted limits will be refunded to
me. The Note Holder may choose to make this refund by reducing the Principal I owe under this Note or by
making a direct payment to me. If a refund reduces Principal, the reduction will be treated as a partial
Prepayment
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6 BORROWER’S FAILURE TO PAY AS REQUIRED
(A)  Late Charge for Overdue Payments
If the Note Holder has not received the full amount of any monthly payment by the end of
calendar days after the date it is due, | will pay a late charge to the Note Holder. The amount of

the charge will be 9% of my overdue payment of principal and interest. | will pay this late
charge promptly but only once on each late payment
(B)  Default

If I do not pay the full amount of each monthly payment on the date it is due, 1 will be in default.

(C)  Notice of Default

I 1 am in default, the Note Holder may send me a written notice telling me that if | do not pay the
overdue amount by a certain date, the Note Holder may require me to pay immediately the full amount of
Principal which has not been paid and all the interest that | owe on that amount. That date must be at least
30 days after the date on which the notice is mailed to me or delivered by other means.

(D) No Waiver By Note Holder

Even if, at a time when | am in default, the Note Holder does not require me to pay immediately in full as
described above, the Note Holder will still have the right to do so if | am in default at a later time.

(E)  Payment of Note Holder’s Costs and Expenses

If the Note Holder has required me to pay immediately in full as described above, the Note Holder will
have the right to be paid back by me for all of its costs and expenses in enforcing this Note to the extent not
prohibited by applicable law. Those expenses include, for example, reasonable attorneys” fees.

7. GIVING OF NOTICES

Unless applicable law requires a different method, any notice that must be given to me under this Note
will be given by delivering it or by mailing it by first class mail to me at the Property Address above or at a
different address if | give the Note Holder a notice of my different address.

Any notice that must be given to the Note Holder under this Note will be given by delivering it or by
mailing it by first class mail to the Note Holder at the address stated in Section 3(A) above or at a different
address if I am given a notice of that different address.

8 OBLIGATIONS OF PERSONS UNDER THIS NOTE

If more than one person signs this Note, each person is fully and personally obligated to keep all of the
promises made in this Note, including the promise to pay the full amount owed. Any person who is a guarantor,
surety or endorser of this Note is also obligated to do these things. Any person who takes over these obligations,
including the obligations of a guarantor, surety or endorser of this Note, is also obligated to keep all of the
promises made in this Note. The Note Holder may enforce its rights under this Note against each person
individually or against all of us together. This means that any one of us may be required to pay all of the amounts
owed under this Note.

9. WAIVERS

1'and any other person who has obligations under this Note waive the rights of Presentment and Notice of
Dishonor. “Presentment” means the right to require the Note Holder to demand payment of amounts due.
“Notice of Dishonor” means the right to require the Note Holder to give notice to other persons that amounts due
have not been paid.

10. UNIFORM SECURED NOTE

This Note is a uniform instrument with limited variations in some jurisdictions. In addition to the
protections given to the Note Holder under this Note, a Mortgage, Deed of Trust, or Security Deed (the “Security
Instrument”), dated the same date as this Note, protects the Note Holder from possible losses which might result
if 1 do not keep the promises which | make in this Note. That Security Instrument describes how and under what
conditions | may be required to make immediate payment in full of all amounts I owe under this Note. Some of
those conditions are described as follows:

If all or any part of the Property or any Interest in the Property s sold or transferred (or if

Borrower is not a natural person and a beneficial interest in Borrower is sold or transferred)

without Lender’s prior written consent, Lender may require immediate payment in full of all

sums secured by this Security Instrument. However, this option shall not be exercised by Lender

if such exercise is prohibited by Applicable Law.
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If Lender exercises this option, Lender shall give Borrower notice of acceleration. The
notice shall provide a period of not less than 30 days from the date the notice is given in
accordance with Section 15 within which Borrower must pay all sums secured by this Security
Instrument. If Borrower fails to pay these sums prior to the expiration of this period, Lender may
invoke any remedies permitted by this Security Instrument without further notice or demand on

Borrower.

WITNESS THE HAND(S) AND SEAL(S) OF THE UNDERSIGNED,

(seal)

- Borrower

(eal)
~Borrower

(eal)

MULTISTATE FIXED RATE NOTE-Single Family~Fannie MaefFreddie Mac UNIFORM INSTRUMENT

Form 3200

- Borrower

[Sign Original Only]
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OMB Approval No. 2502-0265

L. Settlement Char

HlY.. A Settlement Statement (HUD-1)

e s[Jeomm

)" were paid outside the. i here for informati re not ncluded in the totas

D. Name & Address of Barrovier E Name & Address of Se F- Name & Address of Lander

[ Setloment Date

¥ Location - Settement Agent

Flace of Setfement

J. Summary of Borrower's Transaction

100. Gross Amount Due from Borrower

‘Summary of Trar

400, Gross Amount Due to Seller

10T, Contract sales price 401, Contract sales price
102 Personal property 402 Personal property
103 Setllement charges to borrower (ine 1400) 03

a0
105, s,

‘Adjustment for items paid by sellerin advance Adjustments for items paid by seller in advance

106, Cityftown taxes. © 406, City/town taxes
707, County taxes. o 407 County taxes to
708, Assessments o 408, Asseszments. o
Tio. 410

fID an,

e, a1z

120, Dus from Borrower 420, Gross Amount Due to Seller

aid by or in Behalf of Borrower 500, i to Seller

201, Depositor samest money
202, Pincipal amount of ew loants]

50T Excess deposit e instructions)

502 Settlement charges to seller(ine 1400)

s f first mortgage loan
b
;
et e gl 7 s S v A 33
s e
220 Tt Pid o Borower 520 Tt
300ca = i00.con e
301 Gross amount due from borrower (ine 120] I 601, Gross amount due to selle (ine 420) I
302 Less amounts paid by/for borrower ine 2207 I 3| [692 Loss reductions in amount due sefer (ine 520 | € 7
sncon [ Jrom [ Josorowsr | wscon [ o [ Jrromseter

The Public Reporting Burden for this collection of information s estima
reporting the data. This agency may not collect this information, and you are not requi
ently valid OMB control number. No confic
a RESPA covered transaction with information during the settlement pr

d at 35 minutes per response for collecting, revien
omplete this form, unless it displays a
entialty is assured; this disclosure is mandatory. This is designed to provide the parties to

g, and

8

lous editions are obsolete Page 10f3 HUD-1

700. Total Real Estate Broker Fees PaidFrom | Paid From
Division of cormmission (ine 700) as follows Borrower's Seller’s
Funds at

701. 8 to Settlement | Setdement
02§ o
703 Commission paid at settlement
704

800, Items Payable in Connection with Loan
801, Our origination charge s from GFE #1)
802 Your B from GFE#2)
803, Your adjusted origination charges from GFE A
804, Appraisal fee to from GFE#3)
805 Creditreportto from GFE 13)
806, Taxsenice to from GFE#3)
807, Flood certfication (from GFE 13)
808

900, rtoBe Advar
901, Dallyinterestcharges fom __to_ @$___/day fom GFE #10)
902. Mortgage insurance premium _for _ monthsto (from GFE 13)
903, Homeowners insurance for__yearsto from GFE #11)
04

[1000. Reserves Deposited with Lender

7001, Intal deposit for your escrow account rom GFE #9)
1002. Homeowners insurance _months @5 permonth_§

1003 Morigage insurance _ months @§ permonth_§

1004, Propery tares months @5 permonth_§

1005 months@§ permonth_§

1006 months@$ permonth_§

1007. Aggregate Adjustment E

[1100. Title Charges

101, Title services and enders e insurance rom GFE#9)
1102 Settlement o closing fee s

1103 Owners title insurance from GFE #5)
T104. Lenders fitle insurance 5

105, Londers ttle policy it

1106, Owners e policy lmit

107, Agents portion of the total tle insurance prerium 5

T108 U 3

[1200. Government Recording and Transfer Charges

1201, Govermment recording charges (from GFE #7)
1202 Deed§ Morigage Releases §

1203 Transfer taxes from GFE#8)
1204, City/County tax/stamps__ Deeds Mortgage $

1205, State tax/stamps Deed$ Morigage $

1206,

[1300. Adeitional Settiement

1301, Required services that you can shop for rom GFE #6)

Previous editions are obsolete

D1
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hud-1 settlement statement (empty)

Comparison of Good Faith Estimate (GFE) and HUD-1 Charges Good Faith Estimate HUD1
Charges HUD-1 Line Number
Our origination cherge. a0
Your # 82
Your acjusted origination charges # 803
Transfer taxes #1203
Charges Thatin More Than 10% ‘Good Faith Estimate HUD
Government recording charges #1201
[l
)
f
f
f
#
¥
s or %
Charges That Can Change Good Faith Estimate HUDA
Initial deposit for your escrow account #1001
Daily interest charges #901 S /day
Homeowners insurance # 903
¥
¥
¥
Loan Terms
Your rital loan smount s s
Yourlosn term is years
Your el nterestrate s %
Your intial monthly amount owed for princial,inerest, and 5 includes
and any mortgage insurance is O principal
O interest

00 Montgage Insurance

Can your intsrest rate ise?

3 No. Cl¥es, it can i to  masimurn of IS%. Th fst change wil be
o and can change again evry st
by 71%. Over he e of th loan,yourinterest at s uaranteedt o nover be

lowerthan % or higherthan 1%,

0 No. [ ¥es, it can rise to a maximum of $

Evenifyou meke peyments on tims, can your monthly
eres,

T3 No. Cl¥es, the st ncrease canbe and the mnty amunt
oowed can rise to §|

The maximum it can ever ise to s §

Doss yourloan have a prepeyment penalty?

O No. [ ¥es, your maximum prepayment penaltyis §

Does yourloan have a balloon payment? O No. O¥es, you have a balloon payment of § duein
years on
] You donot have a monthly escrow paymentfo tams, such as property

taxes and h

ance. You must pay thesa items

[ You have an additional monthly escrow payment of $!

that resuls n a total nital monthly amount owed of § Thisincludes
principal, nterest, any mortgage insurance and any items checked below:

[ Property tares [ Homeowners insurance

[ Flood insurance:

(] (]

Note: If you have any questions about the Settlement Charges and Loan Terms listed on this form, please contact your lender.

Previous editions are obsolete
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appendix

Print Forn]

OMB Approval No. 2502-0265

HN A. Settlement Statement (HUD-1)

l:‘ D 1111 22222222 249-00000000

)" were paid outside the. i here for informati re not ncluded in the totas

D. Name & Address of Barrover E Name & Address of Se F-Name & Address of Lander

Bob Borrower Samantha Seller XYZ Lender

123 Main Street 456 Home Place 456 Main Street
Anywhere, USA 00000 Anywhere, USA 00000 ‘Somewhere, USA 00000
G Property Location, - Settement Agent [ Setloment Date

456 Home Place Title Town USA May 8, 2009

Anywhere, USA 00000

Flace of Setfement

Lot 12, Blk 2, Great View Subdivision 222 Your Comer, Any Town, USA 00000

J. Summary of Borrower's Transaction

100. Gross Amount Due from Borrower

Trar

‘Summary of

400, Gross Amount Due to Seller

101, Contract sales price 401, Contract sales price. $300,000.00|
2Pl i iR e
103 Settement charges o borower (e 1400 @
o
o5 [
‘Adjostmont for toms pad by sllr i advance Adjtmontsfo toms paid by sole n sdvance
106 Ciyfowm twres 5 06 Ciyfiown wres
7. Countytares = X Courty wres £
108 Asessments 5 A e 5
o)
o w0
T ot
I w2
120. Due from Borrower_ 331435875 | 420, i Ar 1t Due to Seller $300,000.00
o0 ad by o n Behal of Borrower 500. Rduct toSeller
201 Deposit or earnest money $2,000.0 501. Excess deposit (see instructions)
202, Principal amount of new loan(s) $294,566.0( 502. Settlement charges to seller (line 1400) $18,228.0(
7 Esing ot tlen shject o ST Eisting o tlen shject o
. | [0 Payofrot st mongage oo

505 Payoff of second mortgage loan
$1368.00 |506 Eamest money deposit

507 Seller credit for transfer taxes

5
. Seller credi for transfer taxes
7.

25, 506,
. 509,
“Adjustments for rems unpaid by seller “Adjustments for rems unpaid by se
210, City/town toxes o 510, City/town toxes o
11, County tares © 511, County toxes o
12, Assessments o 512 Asessments o
7. St
12 51a,
. 575
o 516
20, 517
216, sie,
25, 519,
220, Total Paid by/for Borrower 520. Total Red:
300. Cash Borrower 600, Cash tler
301, Gross amount due from borrower (ine 120] [ $314.358.85 [601.Gross smount due to seller ine 420) T

302 Lass amounts paid byffor borrawer e 2207 [ ($267.034.00 1] |02 Lews reductions mamount due seler Ine 520 | ($266,596.00)
sos.con [ X]rrom [ Jrosorower si042005 | |ans.cuh [ XJro | romseter sa1.404.00

The Public Reporting Burden for this collection of information s estima
lect this information, and you are not required to complete this form, unless it displays a

d at 35 minutes per response for collecting, review

g, and
reporting the data. This agency may n

currently valid OMB control number. No confidentiality is assured; this disclosure is mandatory. This is designed to provide the parties to
2 RESPA covered transaction with information during the settlement process.
vious editions are absolete Page 1 of3 HUD-1

L. Settlement Char

700. Total Real Estate Broker Fees PaidFrom | Paid From
Division of commission (ine 700) s follows: Borroners ol

701. $9,360.00 olHEHH Setflement | Settlement

702. $9,360.00 RE#2

703 Commission paid at settlement $16,720.0

704, Earnest money deposit held by RE#2___ $2,000P.0.C.

800, Items Payable in Connection with Loan

801 Our origination charge ABC Broker/XYZ Lender $6250 from GrE )
802 Your from GFE#2)

803 Your adjusted origination charges ABC Broker’XYZ Lender from GFE A $3,250.00)
804 Appraisal fee to Appraisal Company from GFE#3) $250.00
805 Credit report to Credit Report Company from GFE 13) 540.00)
806, Taxsenice to_Tax Service Company from GFE#3) 576.00)
807. Flood certfication Flood Certification Company from GFE #3) $12.00)
808

900,  to Be Paid in Advance

901, Daly interest charges fomS/8__t5/31_@ $3959 ay fom GFE #10) $910.57]
902 Mortgage insurance premum _forl2_months to FHA (from GFE 13) $5,066.25]
903, Homeowners insurance forl _years to Insure-t from GFE #11) $600.00
04

[1000. Reserves Deposited with Lender
T00T. Intil depositfor your escrow account rom GFE #9) $516.03
1002. Homeowners insurance 1 months @ $50.00  per month  $50.00
1003, Morigage insurance 1 months @$132.60_permonth_$132.69
1004 Properytaxes 3 months @5166.67 permonth_$500.01

1005 months@§ permonth_§
1006 months@$ permonth_§

1007. Aggregate Adjustment 5 166,67

[1100. Title Charges

101, Title services and enders e insurance rom GFE#9) $925.00]

1102 Settlement or closing fee Tile Town USA s §$125.00
1103, Owners title nsuranceTile Town USATTIitle Underwriter from GFE #5) $725.00

1104, Lenders title insurance Title Town USA/Title Underwriter _$175.00
1105, Lender’s title policy imit $294,566
1106, Owners title policy imit $ 300,000

107, Agents portion of the total tle insurance prerium 72000 to Title
T108 U §180.00 1o Tille

[1200. Government Recording and Transfer Charges

1201, Govemment recording charges (from GFE #7) $50.00]

1202 Deed §25.00 Morlgage $ 25,00 Releases §15.00 150
1203 Transfer taxes from GFE#8) $1368.00 _$1,368.00|
1204, City/County tax/stamps__ Deed $684.00 Morigage § 684.00

1205, State tax/stamps Doed § 684.00 Morigage § 684.00

1206

[1300. Adeitional Settiement Charges

1301, Required services that you can shop for rom GFE #6) 5270.00]

1302, Survey 1o Measuret 5225.00

1203, Pestinspection © Rid-A-Bug 54500

1304, Home warranty_to Home Warranty Company 300,00

1305

Previous editions are ob: 290 2013 D1
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Comparison of Good Faith Estimate (GFE) and HUD-1 Charges Good Faith Estimate HUD1
Charges HUD-1 Line Number
Our origination cherge. 801 $6750.00 $6,25000
Your # 802 -$3,000.00] -53,000.00|
Your adjusted origination charges # 503 $3,750.00) $3.250.00)
Transfer taxes #1203 $1368.0 $1,368.00)
‘Charges Thatin More Than 10% ‘Good Faith Estimate HUD-1
Government recording charges #1201 500 $50.0
Apprasal 501 $220. 5250.0
Great Report 4805 $40.0 $400
Tax Service Fee 4 806 $54.0 $76.00|
Fiood Cerliicalion § 807 512,00 $12.00|
Upront Worigage THsrance Premiu 902 $5.066.2 $5.066.25|
Tile services & lenders ile nsurance 1100 $925.00 592500
Guners e insurance 1108 $725.00 B

Total $7.092.25) $7.144.25)

$5200 or 8 %
Charges That Can Change Good Faith Estimate HUD1
Initial deposit for your escrow account #1001 $306.60 §516.03
Daily interest charges # 901 $3959 /day $39.5 591057
Homeowners insurance ¥ 903 65001 600,00
Sunvey #1302 2501 $225.00)
Pest inspection 1303 $A5.0 $45.00)
[
Loan Terms
Your intalloan amountis 294,566
Yourlosn term is 301 years
Your ntialinterest rat is 5%
Your initial monthly amount owed for principal, Interest, and $1,713.98 includes.
and any morigage insurance s Principal
interest

Mortgage Insurance

Can your intsrest rate ise?

No.Cl¥es o s to a maximum of % The st change wilbe

on and can change again every after

date, your interest rate can increase or decrease

Even
by["71%. Over the lfe of the loan, your interest rate s guaranteed to never be

lowerthan % or higherthan 1%,

[ No. [D¥es, it can rise to a maximum of $

Evenifyou meke peyments on tims, can your monthly
eres,

3 No- Cl¥es, the st nrease conbe and the mnty amunt

owed can rise to §

The maximum it can ever ise to s §

Doss yourloan have a prepeyment penalty?

No. [0 ¥es, your maximum prepayment penalty s §

Does yourloan have a balloon payment?

No. [J¥es, you have a balloon payment of | duein

years on

] Yo o not have a morshly sscromwpaymment or s, sich a propety
anes andh 5 insrance. You mus pay thes

Youhave an additional monthiy escrow payment of §21667
that resuls n a total nital monthly amount owed of L3085 Thisincludes
principal, interest, any mortgage insurance and any ftems checked below:

Propery taxes
[ Flood insurance: o
] ]

Homeouners insurance

Note: If you have any questions about the Settlement Charges and Loan Terms listed on this form, please contact your lender.

Previous editions are obsolete
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section 3

contract to buy and sell real estate

appendix

“The printed portions of this for, except differentiated additions, Nave been approved by he Colorado Real Estate Commission. 2 25. - Day; Computatin f eriod o Days, Deadling
(CBS1-5-09) (Mandatory 7-09) 2 ey s used in this Contact, th te “day” shallmean the entire day ending at 11:59 pm. Unite States Mountain Time
1 30 (Standard or Dayllgh( Savings as applicable).
2 THIS FORM HAS IMPORTANT LEGAL CONSEQUENCES AND THE PARTIES SHOULD CONSULT LEGAL AND TAX OR 31 mputation of Period of Days, Deadline. In computing a period of days, when the ending date is not specified, the first day
3 OTHER COUNSEL BEFORE SIGNING. 52 ioxcluded nd e oy 5 o . s s et MEC. 1oy G s ' Sy, Sy o Tl Colota e ey
33 (Holiday), such deadline O Shall O Shall Not be extended to the next day that is not a Saturday, Sunday or Holiday.  Should neither box be
4 34 checked, the deadine shall not be extended.
5 CONTRACT TO BUY AND SELL REAL ESTATE - INCLUSIONS AND EXCLUSIONS.
€ 36 Inclusions. The Purchase Price includes the following items (Inclusions):
? a7 Fixtures. If attached to the Property on the date of this Contract, lighting, heating, plumbing, ventilating, and air conditioning
Date: 38 fixtures, TV antennas, inside telephone, network and coaxial (cable) wiring and connecting blocks/jacks, plants, mirrors, floor coverings, ntercom
s 39 systems, built-in kitchen appliances, sprinkler systems and controls, built-in vacuum systems (including accessories), garage door openers including
o AGREEMENT. Buyer agrees o buy, and Seller agrees 10 sell, the Property defined below on the terms and conditions set forth in this o ot conols ani T
10 contrect (Contract) a Personal Property. The Tllowing ar rluced i on th Poperty whetrer attached or not on the date of his Coniract: storm
i 42 windows, storm doors, window and porch shades, awnings, blinds, screens, ings, curtain rods, drapery rods, fireplace inserts,
22 DEF"“ED TERMS. 43 fireplace screens, fireplace grates, heating stoves, storage sheds, and all keys. Ilchecked lhe fouowmg are included: O Water Softeners
13 Buyer. Buyer, + will take title to the real property described below as O Joint 44 O SmokelFire Detectors Systems O Satellite Systems (including satellite dishes).
% Tenants O Tonants n Common TGTRT o other Inclusions
15 22, Property. The Property is the following legally described real estate in the County of  Colorado: ‘G
1 a The orsonalropery o beconveyed Clasmg shall be conveyed by Seller free and clear of all taxes (except personal property taxes
” 48 for the year of Clusmg) liens and onveyance shall be by bill of sale or
B o asNo 49 otherappl legal instrument.
o Ade o oo e ® 324, Trade Fxture. Wi espet o e fxturs,Sellr and Byer agree s follows
19
20 together with the interests, easements, rghs, benefits, improvements and attached fixtures appurtenant thereto, and all nterest of Seller in vacated z e e s o beconys Clnsmq Shallbe conveyed by Sellr free and clear of al taxes (except personal property taxes for
2 streets and “'E"Eﬁ:“aﬁzeg‘eg“ﬁ'fn‘; except as herein excluded. 5¢  the year of Closing), liens and onveyance shall be by bill of
55 sale or other applicable legal nstrument
Tiem No. rence Event Date or Deadiine 56 arking and Storage Facilities. 0 Use Only T Ownership of the following parking facilties :
1 Alerative Eamest Deadine 57 and O Use Only O Ownership of the faciltes:
oan Application Deadline E 31.6. Water Rights, Water Interests, Water and Sewer Taps. The following legally escribed water rights:
oan Conditions Deadline. 59
uyer's Credit Information Deadine [
Buyer's Credit Information Deadiine 61 Anywaterrighs shll b comveyedby O Deed O Other applicable legal instrument.
ieing Loan Documents Deadline & 1f any water wiell s to be transferred to Buyer, Selle agrees to supply required information about such well to Buyer.
isting Loan Documents Objection Deadiine 65 Buyer ndersnts i i vl 0 b insfoned i a Small Capaciy Well or a Domestic Exempt Water Well used for ordinary household
> oan Transtar Approval Deadiine 6 purposes, Buyer shall,prior to or at Closing, complete a Change in Ownership form for the well 1f an existing well has not been registered with
5 Aopraisal Deadling 65 the Colorado Division of Water Resources in the Department of Natural Resources (Division), Buyer shll complete a registration of existing well
2 e Rl et e 5 fomfor the weland pay th ostof estation. o eron will e oviin  closig sevi i comection withhewansacton, By sl fle
Adbraia Dol &7 the form with the Division within si e Well Permit  is
z I 360 D Water Stock Certificates:
E Survey Deadlin -
.l CIC Docunens s 7 3163, OWater Tap O Sewer Tap
45 GIC Documents Onecion BEsde 2
Title Objection Deadline 7% Note: obtain P the amount paid, ifany, time
- Record Matters Deadl 74 transfor and use of the tap.
Record Matters Objection Deadiine
urvey Of s
ight of First Refusal Deadiine 7 3..7. Growing Crops. With respect to growing crops, Sefler and Buyer agree as follows:
1 ller’s Property Disclosure Deadline n
2 inspection Objection Deadline ®
3 inspection Resolution Deadline il 32 Exclusions. The following items are excluded:
5 roperty Insurance Objection Deadline 8 4. PURCHASE PRICE AND TERMS.
Closing Date a1 4.1 Price and Terms. The Purchase Price set forth below shall be payable in U.S. Dollars by Buyer as follows:
ssimone E R —— s T
‘Acceptance Deadline Date urchase Price
Acceptance Deadline Time Earmest Mone s
New Loan
Assumption Balance
2 Seller or Private Financing
2 pplicability of Terms. A check or similar mark in a box means that such provision s applicable. The abbreviation “N/A” or the
35 word“Delee means not spaicansanl hen e o ny n n tesand eadlnes (2.3, meon tht he Corspaning provsio o
26 Contract to which reference is made is deleted. The abbreviation “MEC” (mutual execution of this Contract) means the date upon which both §43 Cash at Closing
21 parties have signed this Contract TOTAL s s
&
CBSL508. CONTRACT TO BUY AND SELL REAL ESTATE Page10f 1L CBSI509. CONTRAGT TO BUY AND SELL REAL ESTATE Page 201 11
8 Earnest Money. The Earest Money set forth in this section, in the form of part payment 151 52 Loan Conditors. f Buyer i (o pay ll o part o te Purcase e with o New Losn, tis Contrac s condional upon Buyer
8 of the Purchase Price and shall be payable to and held by (Earnest Money Holder),in 152 determining, in Buyer's subjective discretion, whether the New Loan s satisfactory to Buyer . payments, interest rate,
8 its trust account, on behalf of both Seller and Buyer. The Earnest Money deposit shall be tendered with this Contract unless the parties mutually 155 toms, condtions, and cot o such New Laan. This conditon f for the benft o Buyer I such New Loah is n satifacory 1 Buyer,Sellr must
8 agree 1o an Alternative Earnest Money Deadline (§ 2.3) for its payment. If Earnest Money Holder is other than the Brokerage Fim dentified in 150 receive written notice 1o terminate from Buyer, no later than Loan Conditions Deadline (5 2.3), at which time this Contrect shall terminate. IF
8§34 or § 35 below, Closing Instructions signed by Buyer, Seller and Earnest Money Holder must be obtained on or before delivery of Earnest 155  SELLER DOES NOT TIMELY RECEIVE WRITTEN NOTICE TO TERMINATE, THIS CONDITION SHALL BE DEEMED
8 Money 1o Eamest Money Holder. The parties authorize delivery of the Eamest Money deposit to the company conducting the Closing (Closing 15 WAIVED AND BUYER'S EARNEST MONEY SHALL BE NONREFUNDABLE, EXCEPT AS OTHERWISE PROVIDED IN THIS
8 ), if any, at or before Closing. In the event Earnest Money Holder has agreed to have interest on Earnest Money deposis transferred 10 a B CONTRAGT (sg. Apprsal, Ta
%0 fund csabished forth purpas of providing affordable housing & Colarado resents, Sellr and Buyer scknonlede and agre ral an ierst 156 55 Cred nformaton and Buyer's New Senior Loan. If Buyer is to pay all or part of the Purchase Price by executing a promissory
91 accruing on the Earnest Money deposited with the Eamest Money Holder in this transaction shl be transferred to such fu 189 note i favor of Sl ar i an existing foan i no 0 b leseat loaing. i Contac s condiona (o he bt of Sellr upon Sellr-
@ 2.1 Alernativs Earnest Money Deadline The deadine fo Golivering the Eames Money, i other than at Vi ime of ender of he 160 approval of Buyer's financial ability and creditworthiness, which approval shall be at Seller’s subjective discretion. In such case: (1) Buyer shall
£ Contact i st ot s e Alernatve Ernest Money Deadine (2. e by o » . . 161 Supp\y) fo Seller by Buyer's Creit Information Dealin (8 23, ot uyars expese, information ad documers (.fnclum?zg) acurent credit
9 Funds; Time of Payment; Funds Available. All amounts payable by the parties at Closing, including any loan proceeds, 162 repor) concerning Buyer's financial, employment and credit condition and Buyer's New Senior Loan, defined below, if any; (2) Buyer consents
95 Cash at Closing and closing costs, shall be in funds that comply with all applicable Colorado laws, including electronic transfer funds, certified 163 that Seller may verify Buyer’s financial ability and creditworthiness; (3) any such information and documents received by Seller shall be held by
96 check, savings and loan teller’s check and cashier's check (Good Funds). All funds required to be paid at Closing shall be timely paid to allow 164 Seller in confidence, and not released o others except to protect Seller's interest in this transaction; (4) in the event Buyer is o execute a
97 disbursement by Closing Company at Closing OR SUCH PARTY SHALL BE IN DEFAULT. Buyer represents that Buyer, as o the date of this 165 promissory note secured by a deed of trust in favor of Seller, this Contract is conditional (for the benefit of Seller) upon Seller’s approval of the
98 Conract, O Does O Does Not have funds that are immediately verifiable and available in an amount not s than the amount stated as Cash at 166 terms and conditions of any New Loan to be obtained by Buyer if the deed of trust to Seller s to be subordinate to Buyer's New Loan (Buyer's New
»  Chsigindl 167 Senior Loan). Additionally, Seller shall have the right to terminate, at o before Closing, if the Cash at Closing is less than as set forth in § 4.1 of
100 Seller Concession. Seller, at Closing, shall pay o credit as directed by Buyer, a total amount of $ o0 assist with 168 this Contract o Buyer’s New Senior Loan changes from that approved by Seller; and (5) if Seller does not deliver written notice to Buyer of
101 Euyzv s closing coss, loan discount points, loan origination fees, prepaid items (including any amounts that Seller agrees to pay because Buyer is 169 Seller’s disapproval of Buyer's financial ability and creditworthiness or of Buyer's New Senior Loan by Disapproval of Buyer’s Credit
102 not allowed to pay due to FHA, CHFA, VA, etc), and any other fee, cost, charge, expense or expenditure related to Buyer's New Loan or other 170 Information Deadiine (§ 2.3), then Seller waives the conditions set forth in this section as to Buyer's New Senior Loan as supplied 10 Seller. If
103 allowable Seller concession (collectively, Seller Concession). The Seller Concession is in addition to any sum Seller has agreed to pay or credit 171 Slledeliers writen ntce of dsapproual 1 Buyer on o befoe sid dt, his Contracthll terminte
i0a - Buyer lsentersin s Convact. 1 te amoun of Sallr Concesson xceecs theaggtgat o what s allowed, Selle stallnot pay or be charged 2 xisting Loan Review. If an existing loan is not to he e at Closig,Sllerhaldeliver copisof e loan documents (ncluding
105 such excess amount 173 . do of ot any modifications) to Buyer by Exist ocuments Deadline (§ 23). For the benefit of Buyer, this Contract is
106 267 NowLoan T condtionl upon Buyer's review and approval of the provisions o o documents. I witen ntie of abjection to such Toan documents,
107 Buyer to Pay Loan Gosts. Buyer,except o provied in§.4.4, f pplicble, sl ey py Buyer'sfoan oss, an icount 175 signed by Buyer, s not received by Seller by Existing Loan Documents Objection Deadline (5 2.3), Buyer accepts the terms and conditions of the
108 points, prepaid items and loan origination fees, as required by ler 176 documents. If the lender’s approval of a transfer of the Property is required, this Contract is conditional upon Buyer's obtaining such approval
109 2. Buyer May Select Financing. Buyer may o financing appropriate and acceptable to Buyer, including a different loan than 177 without change in the terms of such loan, except as set forth in § 4.6. If lender's approval is not obained by Loan Transfer Approval Deadline
110 initially sough, except as restricted in § 4.5.3 or § 26, Additional Provisions 178 (5 2.3), this Conuract shall terminate on such deadline. If Seller is 10 be released from liability under such existing loan and Buyer does not obtain
Pt Limitations. Buyer may purchase the Property using any of the following types of loan: O Conventional 0 FHA 179 such compliance as set forth in § 4.6, this Contract may be terminated at Seller’s option.
112 OVA OBond O Other
e} 45.4. Good Faith Estimate - Monthly Payment and Loan Costs. Buyer is advised (0 review the terms, conditions and costs of 180 6. APPRAISAL PROVISIONS, . .
156 Buyers New Lon careul. I Buye is splying for & residental o, e e oenerally must provide Buyor wilh s good i estmat of 181 61 | Property Approval. If the lender imposes any requirements or repairs (Requirements) to be made (o the Property (e.g, roof repair
115 Buyer's closing costs within three days after Buyer completes a loan application. Buyer should also obtain an estimate of the amount of Buyer's 182 repainting), beyond those matters already agreed to by Seller in this Contract, Seller may terminate this Contract (notwithstanding § 10 of this
156 monthly mortgage payment.If he New Loan 1o unsatfactory to Buyer, then Buyer’ may terminate tis Contract purscant 1o 8 5.2 no later than 183 Contrac) by written notice to Buyer on or before three days following Seller’s receipt of the Requirements. Seller’s right to terminate in this § 6.1
1 ToanCondiors S 123 184 shall not apply if on or before any termination by Seller pursuant to this § 6.1 (1) the parties enter into a written agreement regarding the
118 ption. e agee (o asme and pay an exiing 141 n the pproimae o of the Assumpion Gk st foth n el 2 rord) s waived in writing by Buyer.
1o 54t pesenty pya including principal and interest presently at the rate of 156 62 Appraisal Condition
10 oo and sk mluding escow o T aowing o5 TTGTET G Rel EStte Towes D Praperty Inurance remium B Worigige w0 621. Not Applicable. This § 6.2 shall not apply.
10 imourance Premiom and o1 1 O 622 Conventional/Other. Buyer shall have the sole ption and election o terminate this Conlract i the Purchase Price exceeds the
122 Buyer agrees 10 pay a I0an Uansfer fee ot © exceed § A( e e ofssumpto, the new ittt e shall 189 Property's valuation determined by an appraiser en o The appraisal shall be received by Buyer or Buyer's lender
13 exceed " 3% per annam and the new payment shall not xceed§ el and interest, pls escrow, 19 on or before Appraisal Deadline (5 2.3). This Contrac shallterminate by Buyer deivering to Sellr writen noticeof termination and ether a copy
124 if any. if the actual principal balance of the eiting loan ot Closng s s i e Assumpion B, W causes he amount of hsh require 191 of such appraisal notice from lender that confirms the Property's valuation isless than the Purchase Price, received by Seller on or before
125 from Buyer at Closing to be increased by en 0 Buyer May Terminate this Contract effecive dpon receipt by 192 Appraisal Objection Deadline (§ 2.3). If Seller does not receive such written notice of termination on or before Appraisal Objection Deadline
1o eelerol uyers e notlceofwiation o €1 193 (§23), Buyer waives any right to terminate under ths section.
127 Seller O Shall 0 Shall Not be released from bty o said Toan. 1 appiicable, compliance with the requirements for release from liability g It is expressly agreed that, notwithstanding any other provisions of this Contract, the Purchaser (Buyer) shall not be
120 halbe evidence by delfvery C1ano before Loan Transter Approval Dealine 1 at Closing fan approprslterofcommiment rom ender 195 obligated to complete the purchase of the Property described herein or o incur any penalty by forfeiture of Eamest Money deposits or otherwise
2 Ay i o o iyl e a0 oot not o exceed$ 196 unlssthe Puchasr (Buyer) s beengiven inaccordancewith HUDIFHA,or VA rcuiemans a witinsatemen s by th Feral Housing
b Selle of Private Financing. Buyer agrees o EXeaut 8 promissary not payabie o - 167 Commissioner, Department of Veterans Affars, or a Direct Endorsement lender, stting forth the appraised value of the Property of not less
s eller or Frivate Financing. Buyer sgrees — 198 S “The Purchaser (Buyer) shall have the privilege and option of proceeding with the consummation of the Contract without Teourd
19 ot form ae indicated: ' 1, e amountof e sprsisd valato. The sgaase valuaton s aived g 1 detrin the mamum morgeg e Dartmedof Housingand
15 O (Default Rate) NTDS1-1008 O Other secured by a 200 in Development will insure. HUD does not warrant the value nor the condition of the Property. The Purchaser (Buyer) should satisfy
b % 2% etc.) deed of trust encumbering the Property, using the form as indicated: 201 mmsewhelse\f thatthe price and condition of the Property are acceptable.
135 T DUSon Transfer - Sirict (TD72-0-08) O Due on Transfer - Creditworthy (1073.9.08) O Assumable — Not Due on Transfer (TO74-0- 2 O A. t s expressy gttt notwtstandingany oterprovisions of i Contrct the prchaser (Buyershll ot nurany
1% 08 O Other 203 penalty by oretuns of Eernen Money or otherwise or be obligated to complete the purchase of the Property described herein, if the Contract
fost The promissory” ot hall be amortzed on the basie of T Vears T Nionths, payable a1 S per 204 Purchase Price of cost exceeds the reasonable value of the Property established by the Department of Veterans Afairs. The purchaser (Buyer) shall,
b el il rd et o %6 per Pyt s e 205 owevr, et g s apion of procesing wih s consmeaton o i Conet Wt fo i e o of e reasotl Vs
139 and shall be due on the day of each succeeding ot sooner paid, the balance of principal and accrued By e e oy rene Ao
140 interestshal be due and payabie P Clasmg Payments. 01 Shall 0 Shall Not be increased by 207 st of Appraisal. Cost of any appraisal to be obtained after the date of this Contract shall be timely paid by 0 Buyer 0 Seller.
161 of estimated annual feal estate taxes, and O Shall O Shall Not be increased by f estimated annual property insurance 208 7. EVIDENCE OF TITLE, SURVEY AND CIC DOCUMENTS,
142 premium. The loan shall also contain the following terms: (1) if any payment is not received within __ days after its due date, a late charge 209 7.1 Evidence of Title. On or before Title Deadline (§ 2.3), Seller shall cause to be furnished to Buyer, at Seller’s expense, a current
143 of ____%of such payment shall hedue @) neret on e diburamerts under e deed o s sl e % per annum; (3) default 210 commitment for owner’s itle insurance policy (Title Commitment) in an amount equal to the Purchase Price, or if this box is checked, 0 An
14 interest rate shall be (4) Buyer may prepay without a penalty except _________; and (5) Buyer 211 Abstract of title certified to a current date. If ttle insurance is furnished. Seller shall also deliver to Buyer copies of any abstracts o ttle covering
145 hall - O Sha" Not execute and de""E' ﬂl Closing, a Security Agreement and UCC-1 F‘"aﬂﬁ"‘g Statement granting '1'9 holder of the 212 all or any portion of the Property (Abstract) in Seller's possession. At Seller's expense, Seller shall cause the title insurance policy to be issued and
146 promissory note “, 2, etc) len on the personal property included in thi sale. 213 delivered to Buyer as soon as practicable at or after Closing. The titl insurance commitment 0 Shall 0 Shall Not commit to delete or insure
147 Buyer O Shall 3 Shall Not provide a mortgagee’s f urance policy, at Buyer's expense. 214 over the standard exceptions which relate to: (1) parties in possession, (2) unrecorded easements, (3) survey matters, (4) any unrecorded mechanics’
148 5 FINANCING CONDITIONS AND OBLIGATIONS. a5 e, () go e (ffecive et of commiiment o e deed i ecrded). and (6 unpa s, ssesnenad e s sles ior &
148 51 Loan Appiaton If Buye s 1o pay ll o prt of th Purchus Pric by obtiningone ofmore newlosns (New L) o f  exitng 2 Now Tl e ii“m".!ﬁﬂi‘.5Lzy”n‘&ma;yifﬁéE?:E"".f!:f?ffé?";’i;'5%7'2??&"?2:«73’333pfnfs eyt sl e e gt 0 eview
150 loan is not to be released at Closing, Buyer, if required by such fender, shall make a verifiable application by Loan Application Deadline (8 2.3). Aot cnd tosieled it Attt MM Ay
CBS1'5:09. CONTRACT TO BUY AND SELL REAL ESTATE Page 3o 11 CBS15:09. CONTRACT TO BUY AND SELL REAL ESTATE Page 401 11
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appendix

contract to buy and sell real estate

section

219 7.2, Copies of Exceptions. On or before Title Deadline (5 2.3), Selle, at Seller's expense, shall furnish to Buyer and 267 §13, shall be signed by or on behalf of Buyer and delivered to Seller on or before Off-Record Matters Objection Deadline ( 2.3). If Seller does
220 (1) copies of any plats, declarations, covenants, conditions and restrictions burdening the Property, and (2)if a Tile Commitment i required 1o be 28 natrecsuscuyers ot by siddedine, Buye scops il ket t0 st ights. oy, o i partes of which By s sl e,
221 furnished, and i this box is checked O Copies of any Other Documents (or, i ilfegible, summeries of such documents) listed in the schedule of 289 Survey Review.
222 exceptions (Exceptions). Even if the box is not checked, Seller shall have the obligation to furnish these documents pursuant to this section if 2 O 531 Not Applicable. This 8.3 stall ot apply
223 requested by Buyer any time on or before Document Request Deadline (§ 2.3). This requirement shall pertain only to documents as shown of 21 0 832, Conditional on Survey. If the box in this § 8.3.2 is checked, Buyer shall have the right to inspect the Survey. If written notice
224 record in the office of the clerk and recorder in the county where the Property is located. The abstract or Title Commitment, together with any 282 by or on behalf of Buyer of any unsatisfactory condition shown by the Survey, notwithstanding § 8.2 or § 13, s received by Seller on or before
225 ooples o sumaieof e documets st rstant (o s seton, corstu et docurent (Tl Doumen), 253 Survey Objection Deadline (5 2.3) then such objection shall be deemed an unsatisfacory title condition. If Seller does not receive Buyer's notice
26 73. Survey. O orbefoe Survey Deadline (62.3), D Sller' 3 Buyer stll order o provide, and ase Buyer @ e s o e 204 by Survey Objection Deadline (5 2.3), Buyer accepts the Survey as satisfactory.
227 Title Commitment or the provider of the opinion of title if an abstract) to receive, a current O Improvement Survey Plat 0 Improvement 295 cial Taxing Districts. SPECIAL TAXING DISTRICTS MAY BE SUBJECT TO GENERAL OBLIGATION
zn Locaton Crtcae o (e decrtoncheckad i ks Survey). An amount not o exceed S for Survey shall 205 INDEBTEDNESS THAT IS PAID BY REVENUES PRODUCED FROM ANNUAL TAX LEVIES ON THE TAXABLE PROPERTY
2 by O Buyer O Selle. Ifthe cost exceeds this amount, Seller shall pay the excess on or before Closing. Buyer shall not be 207 WITHIN SUCH DISTRICTS. PROPERTY OWNERS IN SUCH DISTRICTS MAY BE PLACED AT RISK FOR INCREASED MILL
20 uh\lgated Iy the s ks e i oo the ot and dovrs 1 Sr e ‘Survey is ordered, Buyer's written agreement to pay 208 LEVIES AND TAX TO SUPPORT THE SERVICING OF SUCH DEBT WHERE CIRCUMSTANCES ARISE RESULTING IN THE
231 the required amount to be paid by 209 INABILITY OF SUCH A DISTRICT TO DISCHARGE SUCH INDEBTEDNESS WITHOUT SUCH AN INCREASE IN MILL LEVIES.
22 Common Inertt Commanity Documents. The em CIC Decumetsconsists o il owners'assciatons (sseieton) declrtons, 30 BUYERS SHOULD INVESTIGATE THE SPECIAL TAXING DISTRICTS IN WHICH THE PROPERTY IS LOCATED BY
233 bylaws, operating agreements, ules and regulations, party wall Sgemnts e of most recent annual owners’ meeting and minutes of any 301 CONTACTING THE COUNTY TREASURER, BY REVIEWING THE CERTIFICATE OF TAXES DUE FOR THE PROPERTY, AND
284 directors’ of managers’ the six-month period g the date of this Contract, if any (Governing Documents), most 32 BY OBTAINING FURTHER INFORMATION FROM THE BOARD OF COUNTY COMMISSIONERS, THE COUNTY CLERK AND
235 recent financial documents consising of (1 annual balance sheet, 2) annual ncome and expenditures satement, and (9) annual budget (Financial 303 RECORDER, OR THE COUNTY ASSESSOR
2% ocumens), Fny Gllcively CIC Documnts) 304 In the event the Property is located within a special taxing district and Buyer desires to terminate this Contract as a result,if written notice, by
237 lot Applicable. This § 7.4 shall not apply. 305 or on behalf of Buyer, is received by Seller on or before Off-Record Matters Objection Deadline (§ 2.3), this Contract shall terminate. If Seller
238 ommonInterest Community Disclosure. THE PROPERTY IS LOCATED WITHIN A COMMON INTEREST 306 does not receive Buyer's notice by such deadline, Buyer accepts the effect of the Property’s inclusion in such special taxing district and waives the
T COMMUNITY AND 13 SUBIECT TO THE DECLARATION FOR SUCH COMMUNITY. THE OWNER OF THE PROPERTY WILL BE 307 rightto terminate for that reason
20 REQUIRED TO BE A MEMBER OF THE OWNER'S ASSOCIATION FOR THE COMMUNITY AND WILL BE SUBJECT TO THE a0 Riht to Object Cure. Buyar igh o abect shll ncls, but ot bo fiied 1, s mtrs s ot in 8.8 s 13 Sl
21 BYLAWS AND RULES AND REGULATIONS OF THE ASSOCIATION. THE DECLARATION, BYLAWS, AND RULES AND 209 rcsies nots of unmerchanabilty of e of any other nsatifactoy il condition o commitment terms 3 povidd n 85 81, 5.2 and 8.2,
242 REGULATIONS WILL IMPOSE FINANCIAL OBLIGATIONS UPON THE OWNER OF THE PROPERTY, INCLUDING AN OBLIGATION 310 Seller shall use reasonable efforts to correct said items and bear inal expense to correct the same prior to Closing s unsallslaclwy
243 TO PAY ASSESSMENTS OF THE ASSOCIATION. IF THE OWNER DOES NOT PAY THESE ASSESSMENTS, THE ASSOCIATION 511 il contition s not coneed t Buyer s stistacion o o befote Closng. m.s Contract shall terminate; provided, however, Buyer may, by written
24 COULD PLACE A LIEN ON THE PROPERTY AND POSSIBLY SELL IT TO PAY THE DEBT. THE DECLARATION, BYLAWS, AND 312 notice received by Seller on or before Closing, waive objection o Such item
245 RULES AND REGULATIONS OF THE COMMUNITY MAY PROHIBIT THE OWNER FROM MAKING CHANGES TO THE PROPERTY 313 Right of First Refusal or Contract Approval. If there is a nghl of first refusal on the Property, or a right to approve this Contract,
246 WITHOUT AN ARCHITECTURAL REVIEW BY THE ASSOCIATION (OR A COMMITTEE OF THE ASSOCIATION) AND THE 314 Seller shall promptly submit this Contract according to the terms and conditions of such right. If the holder of the right of first refusal exercises
27 APPROVAL OF THE ASSOCIATION. PURCHASERS OF PROPERTY WITHIN THE COMMON INTEREST COMMUNITY SHOULD 315 such right or the holder of a ight to approve disapproves this Contract, this Contract shall terminate. If the right o first refusal is waived explicitly
28 INVESTIGATE THE FINANCIAL OBLIGATIONS OF MEMBERS OF THE ASSOCIATION, PURCHASERS SHOULD CAREFULLY READ 316 or expires, or the Contract is approved, this Contract sl remain in full force and effect. Seller shall promptly notify Buyer of the foregoing. If
2 THE DECLARATION FOR THE COMMUNITY AND THE BYLAWS AND RULES AND REGULATIONS OF THE ASSOCIATION 317 expiration or waiver of the right of frst refusal or Contract approval has not occurred on or before Right of First Refusal Deadline (5 23), this
20 Not Conditonalon Rev Knowledges that Buyer has received a copy of the CIC Documents. Buyer ewed 38 Conecttll et
557 thm, ares to ccet e benfi, abligtons nd reriction ht ey impose upon he Property and s owners and waives ay righ o erminte 319 Advisory. The Title Documents affect the title, ownership and use of the Property and should be reviewed carefully.
352 s Contac e 1o uch dogmeni, omihsanaing e rowions o785 320 Aﬂﬂmona\ly‘ aler matters not reflced i ho Tie Documents ey afect h 1l ownership and e of tt Prapery, ncuing wiowt
253 CIC Documents to Buyer. 321 indary lines and encroachments, area, zoning, unrecorded easements and claims of easements, leases and other unrecorded
2 O Sellr 10 Provide CIC Documents. Seller shall caus the CIC Docuerts o b provided o Buyer, a Seller's a2 ngmmem and various laws and govemmental regulations concerning land use, development and environmental matters, The surface estate may
255 expense,on orbefore CIC Documents Deadline (62 323 be owned separately from the underlying mineral estate, and transfer of the surface estate does not necessarily include transfer of the
256 42 Seller Authorizes ASSUEIBUW‘ Seller authorizes the Association to provide the CIC Documents to Buyer, at Seller's 324 mineral rights or water rights. Third parties may hold interests in oil, gas, other minerals, geothermal energy or waler nr\ or under the
27 EXDEHSE 325 Property, which interests may give them rights to enter and use the Property. Such matters may be excluded from or ot covered by the it
28 443, Seller's Obligation. Seller's obligation to provide the CIC Documents shallbe fulflled upon Buyer's receipt of the $25 insrance olcy, Byer s advisd o timely conul egal counsel with respect 1 2l sueh mattars 15 hers a1 srict e it provided n nis
259 CIC Doguments,fegardiess o who provdes such documents 327 Contac 6. Tie Objecton Deadine (5.3 and O Record Matters Opjection Deadline (6291,
260 Conditonalon Buyer's Review Ifth box nither §7.44:1.0r 74,42 chekedth proviians f 5745 sl sy
%1 Writen notice of any watefaiony provion i anyof th CIC Dotuments, n Buyer spjec ed by Buyer, or on behalf of 328 9. LEAD-BASED PAINT. Unless exempt, if the improvements on the Property include one or more residential dwellings for which a building
262 Buyer, and delivered to Seller on or before CIC Documents Objection Deadline (§ 2.3), shall levmmnle m.s Comract 329 permit we d prior to January 1, 1978, this Contract shall be void unless (1) a completed Lead-Based Paint Disclosure (Sales) form is signed
%3 Should Buyer receive the CIC Documents after CIC Documents Deadline (5 2.3), Buyer shall have the right, at Buyer's option, to 330 by Seller, the required real estate licensees and Buyer, and (2) Seller receives the completed and fully executed form prior to the time when the
264 terminate this Contract by written notice delivered to Seller on or before ten days after Buyer's receipt of the CIC Documents. If Buyer does not 331 Contract s signed by all parties. Buyer acknowledges timely receipt of a completed Lead-Based Paint Disclosure (Sales) form signed by Seller and
265 receive the CIC Documents, or if such written notice (o terminate would otherwise be required to be delivered after Closing Date (5 2.3), Buyer's 332 the real estate licensees.
25 g e sy ol o o e oo e 23 Sl ot vt e 510 SROPERTY DISCLOSIR, INSPECTION INOEUAITY INSURABLITY BUYER DISCLOSURE D SOLRCE O WATER
A g oot A e g B salers progary Dlsf.;lns:lre ?eladh:eﬁor; rtekus Seller’s Proy roperty Dsc\mul;e  Deadinn (323} Sllr e o clier o s
oSt cuentvesion of e aplcable Colorads Rea e Commicio's s Poperty Dsclos fom completcd y Sl 10 b of
269 NOTE: If no box in this § 7.4 is checked, the provisions of § 7.4.4.1 shall apply. 33 Seller’s actual knowledge, current as of the date of ths Contract.
210 8. TITLE AND SURVEY REVIEW. 337 Inspection Objection Deadline. Buyer shall have the right to have inspections of the physical condition of both the Property and
a1 eview. Buyer shall have the right to inspect the Title Documents. Buyer shall provide written notice of unmerchantabilty of 33 Inclusions, at Buyer's expense. If (1) the physical condition of the Property, (2) the physical condition of the Inclusions, (3) any proposed or
212 title, unsatisfactory form o content of Title Commitment, or, notwithstanding § 13, of any other unsatisfactory ttle condition shown by the Title 339 existing transportation project, road, street or highway, or (4) any other activity, odor or noise (whether on or off the Property) and its effect or
273 Documents (Notice of Title Objection). Such notice shall be signed by or on behalf of Buyer and delivered to Seller on or before Title Objection 310 expected effect on the Property of its occupants is unsatisfactory in Buyer's subjective discretion, Buyer shall, on or before Inspection Objection
274 Deadline (§ 23), provided such Title Documents are received by Buyer in a timely manner. If there is an endorsement to the Title Commitment 3 Deadline (23 | tice o Terminate Notity Seller I wrking that this Coarac i erminate:or
275 that adds a new Exception to title, a copy of the new Exception to title and the modified Title Commitment shall be delivered to Buyer. Provided e 1027, Notice to Correct. Deliver to Selle a viiten descripton of any unsaisfactory physical condition which Buyer requires
216 however, Buyer shall have five days to deliver the Notice of Title Objection after receipt by Buyer of the following documents: (1) any required 34 sellertocoment
277 Title Document no timely received by Buyer, (2) any change o the Tile Documents, o (3) endorsement o the Title Commitment.If Selle does hond f witien notice s not received by Selle on o before Inspection Objection Deadline (5 23, the physical condition of the Property and
278 not receive Buyer’s Notice of Title Objection by the applicable deadline specified above, Buyer accepts the condition of title as disclosed by the 6 sl dsmed oot B
T Tl Documers s ikfacory o7 nspection Resolution Deadine. 11 a Notice o Correct s received by Sele and if Bayer and Sele have ot agreed n writing 0 a
281 82 Matters Not Shown by the Public Records. Seller shall deliver to Buyer, on or before Off-Record Matters Deadline (§ 23) true o §“'e'“‘"‘(;"§';)°"u:;‘es°s' ;;*,{,“,;es'u"jﬁf;;°:;‘”'“,‘,'"",5;:;’;‘;;";“5;:3”,'@;°W°“",:"’C‘ Shal trminate one dey following Inspection Resolution
282 copies of all leases and surveys in Sellers possession pertaining o and shal dlsclose to Buyer ol easements, lens Gncluding, without 350 0.4 age, Liens and Indemnity. Buyer, except as otherwise provided in this Conlract, is responsible for payment for all inspections,
283 limiation, governmenta) mprovemens approved. but ot yet Installed) or other tite maters (Including, without limitation, rights sal Bt e, rcincing Teprs, of any v work prformed at Buyers reuest (Work and Sl iy for any Gamoge the 6Gur 0 1 Propety
;g‘; a’":"“"“;“’r";) ";‘r’l‘ 5::;’: byt ;‘“‘:‘“Q:“e’gg’g;" ot 4o Si' e au;ac vg:;j::?: j“ﬂf;‘ a'" . ::'eﬂ::e:fﬂ:\“:“‘"s‘:‘f:‘c;r; d"":‘g:yl;‘; ':;es“q‘an": 352 and Inclusions as a result of such Work. Buyer shall not permit claims or liens of any kind against the Property for Work performed on the Property
25 it ary i pany s any Vit ' he ropery ot shown b e pblic ecord uch a an unecrded esment, ucorded s bourdary e 353 Buyer requet, Byer grees 1 ncémnty. prtect and hold el harmles from and agintany iy, damage,cot o expense ncured by
. 354 Seller and caused by any such Work, claim, or lien. This indemnity includes Seller' right to recover all costs and expenses incurred by Seller to
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355 defend against any such liability, damage, cost or expense, o to enforce this section, including Seller’s reasonable attorney and legal fees. The a19 162, Rents. Rents based on O Rents Actually Received O Accrued. At Closing, Seller shl transfer or credit to Buyer the security
356 provisions of ths section shall survive the termination of this Contract 420 daposis for ll s signed, o any e afer Il cecuction,an noiyall enant in wrting of sch arsfr andof e arsfre's
a7 y. This Contract is conditional upon Buyer’s satsfaction, in Buyer's subjective discretion, with the availability, terms and 421 rame s adres el shalsign o Buyer al eses n ffect a loing and Buyer hall sume s ese:
358 conditions of and premium for property insurance. This Contract shall terminate upon Sellers receipt, o or before Property Insurance Objection a2 163. Association Assessments.  Current regular Association assessments and dues (Association Assessmems) paid in advance shall be
359 Deadline (§ 2.3), of Buyers written notice that such insurance was not satisfactory to Buyer. If aid notice is not timely received, Buyer shall have 423 credited to Seller at Closing. Cash reserves held out of the regular Association Assessments for deferred maintenance by the Association shall not
360 waived any right to terminate under this provision. 424 be credited 10 Seller except as may be otherwise provided by the Govering Documents. Any speclal assessment by the Association for
361 Buyer Disclosure. Buyer represents that Buyer 0 Does 0] Does Not need to sell and close a property to complete this transaction. 425 improvements that have been installed as of the date of Buyer’s signature hereon shall be the oblig Seller. Any other special assessment
262 Not: Ay ropany e contingarcy shouldappear n Adtona Provisions (25) 420 ssasad pror o Closing Date (5 2. by the Associtonshal be the obligaton of T Buyer & seter sl represents that the Association
3 Potable Water (Residential Land and Residential Improvements Only). Buyer [ Does O Does Not acknowledge 427 Assessments are currently payab and tha there are no unpaid regular or special assessments
364 vece\p( aia cnpy ofSelors Property Disclosor or Source of Water Addengum dislosing h sourc of poable waer fo he Popory. Buyer 26 aginet he Praperty except he crten egURT eSS and h assessments
365 01 Does Not acknowledge receipt of a copy of the current wiell permit. LI There is No Well. 429 are subject to change as provided in the Governing Documents. Seller agrees to promptly request the Association to deliver to Buyer before Closing
366 Note 1o Buyer. SOME WATER PROVIDERS RELY, TO VARYING DEGREES, ON NONRENEWABLE GROUND WATER. YOU 430 Date (§.2.3) a current Status Letter
367 MAY WISH TO CONTACT YOUR PROVIDER (OR INVESTIGATE THE DESCRIBED SOURCE) TO DETERMINE THE LONG- 31 ther Prorations. Water and sewer charges, interest on continuing loan, and
38 TERM SUFFICIENCY OF THE PROVIDER'S WATER SUPPLIES. a2 165, Final Settlement. Unless otherwise agreed in writing, these prorations shal bé final.
369 ‘Carbon Monoxide Alarms. Note: If the improvements on the Property have a fuel-fired heater or appliance. a fireplace, o an .
370 attached garage and include one or more raoms lawfully used for sleeping purposes (Bedroom), the partes acknowledge that Colorado law requires O, posséssion of the Property shall be delvered to Buyer on Possession Date at Possession Time (§ 2.3), sublect to the
371 that Seller assure the Property has an operational carbon monoxide alarm installed within fifteen feet of the entrance to each Bedroom of in a pisd oW lsses orenancies:
372 location as required by the applicable building code. -
373 1L METHAMPHETAMINE DISCLOSURE (Residential Property Only). If the Property is residential, and Seller knows that 437 If Seller, after Closing, lalls 1o deliver possession as specified, Seller shall be subject to eviction and shall be additionally liable to Buyer for
374 methamphetamine was ever manufactured, processed, cooked, disposed of, used or stored at the Property, Seller s required to disclose such fact. 38 er day (or any part of a day notwithstanding § 25.1) from Possession Date and Possession Time (5 2.3) uniil
375 No disclosure is required if the Property was remediated in accordance with state standards and other requirements are fulfilled pursuant to § 25- 439
3% 185102, C.RS. Buyer further acknowledges that Buyer has the right to engage a certfied hygienist or industrial hygienist to test whether the a0 By B Does 8 o ot represent that Buyer will occupy the Property as Buyer's principal residence.
377 Propenty has ever been used as a methamphetamine laboratory. If Buyer's test results indicate that the Property has been contaminated with .
$76. methamphetamine, but ha not ben remeciated 1o meet the Sandards ablishd by Tle of the Stae Board of Health pramulgated pursant o T T onuact O Shal D Shal tot. e assgnable by Buyer without Seller's prior written
379 §25185-102, CRS., Buyer shall promptly give written notice to Seller of the results of the test, and Buyer may terminate this Contract, it meza ey g 9 up P i d
3% notwithstanding any other provision of this Contract.
§ 19. CAUSES OF LOSS, INSURANCE; CONDITION OF, DAMAGE TO PROPERTY AND INCLUSIONS AND WALK-THROUGH
381 12 CLOSING. Delivery of deed from Seller to Buyer shall be at closing (Closing). Closing shall be on the date specified as the Closing Date s Except 2 oherise providel m s Contact he 10pery. 1chsions o both &l b Gelvcre n th condiion eing a of (e e of s
382 (§23) or by mutual agreement at an earlier date. The hour and place of Closing shall be as designated by 6 Contract, ordinary wear and tear excepted
318 TRANSFER OF TITLE Suect (o tender o poymen at Clesing s e fein and complince by Buyer wih h oter s and wr Causes of Loss, Insurance. In the event the Property or Inclusions are damaged by fir, other perils or causes of loss prior o Closing
384 provisions hereof, Seller shall execute and deliver a good and si deed to Buyer, at Closing, conveying the Property free 448 in an amount of not more than ten percent of the total Purchase Price, Seller shall be obligated to repar the same before Closing Date (8 2.3). In the
365 and clear of all ke except the goneral as for the yea of iosing e provided e, el e conveyed free and clear of al liens, 429 event such damage is not repaired within said time or if the damage exceeds such sum, this Contract may be terminated at the option of Buyer by
386 including any governmental liens for special improvements installed as of the date of Buyer's signature hereon, whether assessed or not. Title shall 450 delivering to Seller written otice of termination on or before Closing. Should Buyer elect to carry out this Contract despite such damage, Buyer
387 be conveyed subject to: 451 shall be entitled to a credit at Closing for all insurance proceeds that were received by Seller (but not the Association, if any) resulting from such
38 1. those speifc Exeptions desirived by eerence (o fecorded cocumerts s reflected i the Tile Documents scepted by Buyer in 452 damage to the Property and Inclusions, plus the amount of any deductible provided for in such insurance policy. Such credit shall not exceed the
389 accordance with Title Review (8 8 452 PutchasePric. Inheevent Seller i ot ecfved sch nsurance procees prio 1 Closing, en Sller sl asign sch proceedsa Closing, plus
300 132, distbution iy caseménts ncluding cable TV, 454 creit By the smun of any bl provided for i suchinsurne oy, butnot 0 exceed th ol Purcse Pric
E 133, those specifically described rights of third parties not shown by the public records of which Buyer has actual knowledge and which a5 o nclusons and Sorvices. Sholdany Incision f ervice (inchuding éysiems and components o the Proprty, .. heating,
352 were accepted by Buyer in accordance with Matters Not Shown by the Public Records (5 8.2) and Survey Review (5 8.3), 456 plumbmg) ml o b6 camaged etween the dats of tis Conract and Closingof possession, whichever shall b carler, hen Sller sl b abe for
303 134, inclusion of the Property within any special taxing district, and a5 eplacement of such Inclusion or service with a unit of similar size, age and quality, o an equivalent credit, but only to the extent that
30 135, other B e mmnanes o teplacement of such Inclusion, service of fixture is not the responsibiliy of the Association, i any, less any insurance proceeds
459 received by Buyer covering such repair or replacement. Seller and Buyer are aware of the existence of pre-owned home warranty programs that
365 14, PAYMENT OF ENCUMBRANCES. Any encumbrance required to be paid shall be paid at o before Closing from the proceeds of this % may bo purchased and may cover the reper ot replacement of auch Inclusions. The risk of 1o for damage (0 growin e ey
396 transaction or from any other source. 461 casualty shall be borne by the party entitled to the growing crops as provided in § 3.1.7 and such party shall be entitled to such insurance proceeds
37 15, CLOSING COSTS, DOCUMENTS AND SERVICES 462 or benefits for the growing crops i i i i
ey 151 Funds, Buyer a1 Seler sl by, I Gon Furds, el e closirg costs and all e fems regire o b pid o 463 ‘Walk-Through and Verification of Condition. Buyer, upon reasonable notic, shall have the right to walk through the Property prior
@ Clasing, excepl as otherwise provided her 464 to Closing to verify that the physical condition of the Property and Inclusions complies with this Contract.
a0 Closing iformation and Documents. Buyer and Seller wil furnish any aditonl nformation an document ruired by Closing 45 20, RECOMMENDATION OF LEGAL AND TAX COUNSEL. By signing this document, Buyer and Seller acknowledge that the respective
401 Camparw hat will be necessary 10 complte his ransacion. Buyer and Selle shall sign and complete all customary o reasonably required 466 broker has advised that this document has important legal consequences and has recommended the examination of title and consultation with legal
402 documents at or before Closing. 467 and tax or other counsel before signing this Contract
03 153 Closing Services Fee. The fee for real estate closing services shall be paid t Closing by O Buyer O Seller 0 One-Half by Buyer
404 and One-Half by Seller 0 Other 468 2L TIME OF ESSENCE, DEFAULT AND REMEDIES. Time is of the essence hereof. If any note or check received as Earnest Money
a05 Closing Instructions. ‘Buyer and Seller agree to execute the Colorado Real Estate Commission's Closing Instructions. Such Closing 469 hereunder o any other payment due hereunder is not paid, honored or tendered when due, or if any obligation hereunder is not performed or waived
405 Instructions O Are O Are Not executed with this Contract. - Upon execution, O Seller O Buyer shall defiver such Closing Instructions to the 470 as herein provided, there shall be the following remedies:
407 Closing Company. an 1 Buyer is in Default
a8 Status Letter and Transfer Fees. Any fes incident to the issuance of Association’s statement of assessments (Status Letter) shall be w2 O 2111, Specific Perfrmance, Sele may slctto st hs Conract a ancele, i wichcas al Eest Morey (wheter o ot
409 paid by O Buyer O Seller O One-Half by Buyer and One-Half by Seller. Any transfer fees assessed by the Association (Association’s 473 pet by Buyen) sl beforted by Buye, i 0 Selrand e by el nd Sl mayTcovar uch damages s may be prger o Seller
410 Transfer Fee) shall be paid by O Buyer O Seller O One-Half by Buyer and One-Half by Seller 474 Ioay clct 0kt tis ontrctas bing n fl foce nd ffectand Sllr shall e the righ o spaific peformance r amages,of
a1t Local Transfer Tax. O The Local Transfer Tax of ___ % of the Purchase Price shall be paid at Closing by O Buyer O Seller 475 Uiquidated Damages. Al Eatest Money (uheter of not i by Boye) sl b fofael by Buyer. pa 10 Seler, and
412 0 One-Half by Buyer and One-Half by Sellr. 476 retained by Seller. Both parties shall thereafter be released from all obligations hereunder. It is agreed that the Earnest Money specified in § 4.1 is
a3 ales and Use Tax. Any sales and use tax that may accrue because of ths transaction shall be paid when due by O Buyer O Seller 477 LIQUIDATED DAMAGES, and ot a penalty, which amount the partes agree is fair and feasonable and (except as provided in 5 10.4, 19, 22, 23
414 O One-Half by Buyer and One-Half by Sellr. 478 and 24),said forfeiture shall be SELLER’S SOLE AND ONLY REMEDY for Buyer's failure to perform the obligations of this Contract. Seller
. 79 Expvessly ‘waives the remedies of specific performance and additional damages.
415 16. PRORATIONS. The following shall be prorated to Closing Date (§ 2.3), except as otherwise provided: 480 1.2, 1f Seller is in Default: Buyer may elect to treat this Contract as canceled, in which case all Earest Money received hereunder shall be
416 “Taxes. Personal property taxes,if any, and general real estate taxes for the year of Closing, based on 0 Taxes for the Calendar Year o euned nd Buyer may recover such damages as may be proper, or Buyer may elect to treat ths Contract as being in full force and effect and
417 Immediately Preceding Closing 0 Most Recent Mill Levy and Most Recent Assessed Valuation, adjusted by any applicable qualifying seniors 82 Buyer shall have th right to spocific performance or damages, o both.
418 property tax exemption, or O Other
@ 22, LEGAL FEES, COST AND EXPENSES. Inthe eventof any ritation o figatonrelting o is ontact,prit ralter Claing Date
484 (§2:3), the arbirator or court shall award to the prevailing party all reasonable costs and expenses, including attorney and lega fe
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485 23. MEDIATION. If adispute arises relating to this Contract, pior to or after Closing, and is not resolved, the parties shallfirst proceed in good Address: Address:
88 i to st he mter tomedton. Miadaion i 3 proces in hih the partes mest wilh a mparil o wio el 0 e the ispue
4g7 informally and confidentially. decis must agree, in wiiting, before any settement is
“20 bining. The partes wil jolly appoint an accepabe medato and will shre equally In e COt of such medalion. The medsion, uness Phone No. Phone No.:
489 otherwise agreed, shall terminate in the event the entire dispute is not resolved within thirty days of the date written notice requesting mediation is FaxNo. FaxNo:
4% delivered by one party to the other at the party’s last known address. This section shall not alter any date in ths Contract, unless otherwise agreed.
Email Address: Email Address:
491 24. EARNEST MONEY DISPUTE. Exceptas otherwise provided herein, Eamest Money Holder shallrelease the Earnest Money as directed by
492 written mutual instructions, signed by both Buyer and Seller. In the event of any controversy regarding the Eamest Money (notwithstanding any 545
493 termination of this Contract), Earnest Money Holder shall not be required to take any action. Earmest Money Holder, at its option and sole
484 discretion, may (1) await any proceeding, (2) interplead all parties and deposit Earest Money into a court of competent jurisdiction and shall » . e
495 recover court costs and reasonable attorney and lega fees, or (3) provide notice to Buyer and Seller that unless Eamest Money Holder receives a 546 INOTE: IFthisoffer s being countered of rejected, o not sign this cocument. Refer to § 35)
4% copy of the Summons and Complaint or Claim (between Buyer and Seller) containing the case number of the lawsuit (Lawsuit) within one hundred ate oate
497 twenty days of Earnest Money Holder's notice to the partes, Eamest Money Holder shall be authorized o return the Earnest Money to Buyer. In -
498 the event Eamest Money Holder does receive a copy of the Lawsuit, and has not interpled the monies at the time of any Order, Earnest Money Seller’s Name: Seller’s Name:
499 Holder shall disburse the Earest Money pursuant o the Order of the Court, The partes reaffir the obligation of Mediation (5 23). The provisions
500 of this § 24 apply only ifthe Earnest Money Holder is one of the Brokerage Firms named in § 34 or § 35
501 25. TERMINATION. In the event this Contract s terminated, all Earnest Money received hereunder shall be returned and the parties shall be Seller’s Signature Seller’s Signature
502 relieved of all obligations hereunder, subject to §§ 10.4, 23 and 24. Address: Address:
503 26. ADDITIONAL PROVISIONS. (The following additional provisions have not been approved by the Colorado Real Estate Commission.)
504 Phone No. Phone No.:
32 Fax No. Fax No.
507 27. ATTACHMENTS. The following are a part of this Contract: s Email Address: Email Address:
508
509 5 33 COUNTER; REJECTION. This offeris O Countered O Rejected.
510 Note: The following disclosure forms are attached but are not apart of ths Contract 59 l of party (Buyer or Seller) or rejected offer
s11
512 [END OF CONTRACT TO BUY AND SELL REAL ESTATE]
i3 28, GOOD FAITH. Guyer s Sller ackrowledge tateach pany s an ligation to st god lth, nlucingbut nt it o exercising
514 the rights and obligations set forth in ns of Financing Conditions and Obligations (5 5) and Property Disclosure, Inspection,
S5 Indemnity, Inurabity, Buyer Discosure and Sourceof Water 4 10) 31, BROKER’S ACKNOWLEDGMENTS AND COMPENSATION DISCLOSURE.
51 29 ENTIRE AGREEMENT, MODIFICATION, SURVIVAL. This Contract, its exhibits and specified addenda, constitute the entire (To be completed by Broker working with Buyer)
517 agreement between the partes relating o the subject hereof, and any prior agreements pertaining thereto, whether oral or written, have been merged
518 and integrated into this Contract. No subsequent modification of any of the terms of this Contract shall be valid, binding upon the parties, or Broker [0 Does O Does Not acknowledge receipt of Earnest Money deposit specified in § 4.1 and, while not a party to the Contract, agrees to
519 enforceable unless made in writing and signed by the parties. Any obligation in this Contract that, by ts terms, s intended to be performed after cooperate Lpon request with any mediation concluded under § 23. Broker agrees that if Earnest Money Holder i other than the Brokerage Firm
520 termination or Closing shall survive th same. identified in § 34 or § 35, Closing Instructions signed by Buyer, Seller, and Eamest Money Holder must be obtained on or before delivery of
Earmest Money 1o Earnest Money Holder.
51 30. COLORADO FORECLOSURE PROTECTION ACT. If the Colorado Foreclosure Protection Act (Act) applies, then a different contract
522 that complies with the provisions of the Act is required, and this Contract shall be void and of no effect. The Act generally requires that (1) the Broker is working with Buyer as a 01 Buyer's Agent 0 Seller’s Agent 01 Transaction-Broker in this transaction. 0 This is a Change of
523 Property i residental, (2) any loan secured by the Property s a least hirty days delinguent or in default, (3) Buyer does not reside in the Property Status.
524 for at least one year and (4) Buyer is subject 0 the Act. Buyer O Will O Will Not occupy the Property as Buyer's personal residence for at least
525 one year. The partes are further advised to consult with their own attorney. Brokerage Firm’s compensation or comimission s to be paid by O Listing Brokerage Firm 0 Buyer O Other
55 31 NOTICE, DELIVERY, AND CHOICE OF LAW.
527 Physical Delivery. All notices must be in writing, except as provided in § 31.2. Any document, including a signed document or Dite
528 notice, delivered to Buyer shall be effective when physically received by Buyer, any signator on behalf of Buyer, any named individual of Buyer, Brokerage Firm’s Name:
52 any representative of Buyer, or Brokerage Fir of Broker working with Buyer (except for defivery, after Closing, of the notice requesting Broker's Name:
530 mediation described in § 23) and except as provided in § 31.2 below. Any document,including a signed document o notice, delivered to Seller
531 shal be effective when physically received by Seller, any signator on behalf of Seller, any named individual of Seller, any represenative of Seller,
52 or Brokerage Firm of Broker working with Seller (except for delivery, after Closing, of the notice requesting mediation described in § 23) and
533 except as provide 2below. Broker's Signature
53 Electronic Delivery. As an alternative to physical delivery, any document,including any signed documen or written notice may be Address:
535 delivered in electronic form only by the following indicated methods: O Facsimile T Email O Internet O No Electronic Delivery. Documents
36 with orginal sgnatures il b provided upon russtof ny oy
537 ice of Law. This Contract and all shall the faws of the Phone No.
50 St of Coloat atwold b applicable to Calorats ecdent o iona conrac i Colorad for proprty o Colorad. Fax No.
519 32 NOTICE OF ACCEPTANCE, COUNTERPARTS. This proposal shall expire unless accepted in writing, by Buyer and Seller, as Email Address:
540 evidenced by their signatures below, and the offering party receives notice of such acceptance pursuant to § 31 on or before Acceptance Deadline 550
541 Date (§.2.3) and Acceptance Deadline Time (5 23). If accepted, this document shall become a contract between Seller and Buyer. A copy of this s51
542 document may be executed by each party, separately, and when each party has executed a copy thereof, such copies taken together shall be deemed £
543 1o beafull and complete contract between the parties
s
Date Date:
Buyer's Name Buyer's Name:
Buyer's Signature Buyer's Signature
CBSL508. CONTRACT TO BUY AND SELL REAL ESTATE Pagegof 1L CBSI509. CONTRAGT TO BUY AND SELL REAL ESTATE Page 100111
35. BROKER'S ACKNOWLEDGMENTS AND COMPENSATION DISCLOSURE.
(To be completed by Broker working with Seller)
Broker 0 Does 0 Does Not acknowledge receipt of Eamest Money deposit specified in § 4.1 and, while not a party to the Contract, agrees to
cooperate upon request with any mediation concluded under § 23. Broker agrees that if Earmest Money Holder is other than the Brokerage Firm
identified in § 34 or § 35, Closing Instructions signed by Buyer, Seller, and Eamest Money Holder must be obtained on or before delivery of
Eamest Money 1o Eamest Money Holder.
Broker is working with Seller as a O Seller’s Agent O Buyer’s Agent O Transaction-Broker in this transaction. O This is a Change of
Status
Brokerage Firm's compensation or commission i to be paid by O Seller 01 Buyer O Other
Date:
Brokerage Firm’s Name
Broker's Name:
Broker's Signature
Address:
Phone No.
FaxNo.:
Email Address:
553
CBS1'5:09. CONTRACT TO BUY AND SELL REAL ESTATE Page 110711
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exclusive right-to-buy listing contract

The printed portions of this form, except iffeentited additons, have been approved by the Colorado Real Estate Commission. s 4. BROKERAGE RELATIONSHIP.
(BC80-5.08) (Mandatory 7:08) s 41, If the Buyer Agency box a the top of page L is checked, Broker shall represent Buyer as a Buyer's limited agent (Buyer's Agent).
| 58 If the Transaction-Brokerage box at th top of page L is checked, Broker shall act as a Transaction-Broker.
2 THIS IS A BINDING CONTRACT. THIS FORM HAS IMPORTANT LEGAL CONSEQUENCES AND THE PARTIES SHOULD 5 42, In-Company Transaction — Different Brokers. When the selle and Buyer in a ansaction are working with different bokers,
el innTav s oo il b e o rkers conie o ot Ut ot i e g reltonsfi ey v bl By koot
: 61 Brokerag Firm s llowed 0 offer and pay asel
% Compensation charged by brokerage firms s not et by lw, Such charg by eash real firm o 3" InGompany Transactor - O Braker. 1 th sl and Buye e both working with th same Broker, Broker shal funcion
@ s
s
S DIFFERENT BROKERAGE RELATIONSHIPS ARE AVAILABLE WHICH INCLUDE BUYER AGENCY, SELLER AGENCY, OR o 431 Buyer's Agent. If the Buyer Agency boxat the top f page 1 is checked, the parties agree the ollowing applis:
i RANACTION BROKERAGE. o 4311 Buyer Agency Only. Unless the box in § 4.3.12 (Buyer Agency Unless Brokerage Relationship with
H 5 Bt i cheked rer hll cpreent Byer s Byer's At nd sl et e Sl oo csomr: A cstomer s ary 0. rnscion
7 it whom Broker e o Dokerag rlaonsi. ok sl o o suh stomer Brckers latonsy i By
10 EXCLUSIVE RIGHT-TO-BUY LISTING CONTRACT & o Syer Agency Unless Brckerage Relationship with Both. 1f his box 1 checked, Broker shall represent
u % owrm oo Agen and sl tea the seler as 2 s unless roker curenly hs o enters nto en agency or Tansection Brokerage
! 3 the sellr, shal act s 2
‘2 0 BUYERAGENCY 0 TRANSACTION-BROKERAGE n 432, Transaction-Broker. If the Transaction-Brokerage box al the op of pege 1 is checked. or in the event neithr bos is

72 checked, Broker shall work with Buyer as a Transaction-Broker. A Transaction-Broker shall perform the duties described in § 5 and facilitate
73 purchase transactions without being an advocate or agent for either party. If the seller and Buyer are working with the same broker, Broker shall

Date
74 continue to function as a Transaction-Broker

15 1. AGREEMENT. Buyer and Brokerage Firm enter into this exclusive, irrevocable contract (Buyer Listing Contract) as of the date set forth

T 5 BROKERAGE DUTIES, Brokersge Fim acing hrough Broker, 2 it  Transation Brker or  Buyer's Agent, sl eron the

:: 77 following Uniform Duties when working with B
1 2 BROKERAND BROKERAGE FIRM L] 517 Brcker sl xeris ressonble sl an care fo Buyer, inclucing but oot e o e fllowing

79 511, Performing the terms of any written or oral agreement with Buy
19 O 21 Multiple-Person Firm. If this box is checked, the individual designated by Brokerage Firm to serve as the broker of Buyer and to & 512, Prasentiog aloffrs 1o and tom Buyer i frely manner regrless of vhether Buyer i already aparty t a conract 1o
20 perform the services for Buyer required by this Buyer Listing Contract is called Broker. If more than one individual is so designated, then 8L Purchase the Property;
21 references in this Buyer Listing Contract to Broker shall include ll persons so designated, including substitute or additional brokers. The & 513, Disclosing to Buyer adverse material facts actually known by Broker;
22 brokerage relationship exists only with Broker and does not extend to the employing broker, Brokerage Firm or to any other brokers employed & 514, Advising Buyer rega mmg the tansaction and advising Euyer t obtain expert advice as to mateial maters about which
23 or engaged by Brokerage Firm who are not so designated. B Broker knows but
26O 22 One-Person Firm. If this box is checked, Broker is  real estate brokerage firm with only one licensed natural person. References o L5." Accouning i atimely maner o all money o roery eceive and
25 in this Buyer Listing Contract to Broker or Brokerage Firm mean both the licensed natural person and brokerage firm, who serve as the broker 8 516 Keeping Buyer fully informed regarding the transaction.
T o1 Buyer and perfon the servios or Buper foquiTes by T Buyer LEAig Conact " & 52, Broker shall not disclose the following information without the informed consent of Buyer:
» @ 521 At eueris willng o pay moe than e purchae ric offre for th Propary;

at Buyer's motivating factors a
2 3. DEFINEDTERMS 0 523 ThatBuyerwil e o finacing s other tha hoseofered:
2 31 Buyer: o1 I information about Buyer unless disclosure is required by law or failure to disclose such information would
30 and any other person or entity on whose behalf the named party acts, directly or indirectly, to Purchase the Property. @ constitite fvauﬂ m disonest deling; o
§ o Any facts or suspicions regarding circumstances that could psychologically impact or stigmatize the Property.

a 32, Brokerage Firm o 53 euyev consents to Broker's disclosure of Buyer’s confidential information to the supervising broker o designee for the purpose of
2 33 Broker 95 proper supervision, provided such supervising broker or designee shall not further disclose such information without consent of Buyer, or use

3 s iformion fhe drimentof g
s 3.4. Property. Property means real estate which substantially meets the following requirements or similar real estate acceptable to o7 5.4, Broker may show properties in which the Buyer is interested 10 other prospective buyers without breaching any duty or obligation
3 Buyer % to such Buyer. Bmkzv shall not be prohibited from showing competing buyers the same property and from assisting competing buyers in
- 3 aamping o purctase prtlr wropany
P 100 Broker shall not be obligated t0 seek other properties while Buyer is already  party o a contract o purchase property.
o 35 ot 101 55 Brotervaano duty to conduct an independent inspection of the Property for the benefit of Buyer and has no duty to independently
B urchase means the acquisiton of any intrest in the Property or the ceation of the righ to acquire any nferest in the vty the sy o ompleenss of caments made by el o ndopenden npacos. Bokr 1 1 duty 1 condct  indepndent
5 Py (mcludmg . conuac! orleas). I alo includes an agreement o acquire any ownership nterest i an eniy that owns the Proper 13 ivesigation of Buyer's finknialconiion ot veriy e Rcurcy of compltnees of any St y
P \his box is checked, Buyer authorizes Broker o negoliate  leas of th Property. Lease of the Property or Lease means 100 57 rokerShall iscos (0 any prospecive sl ol dverse mateil acts, actaly Known by Broker mcluding bu ot imied o
a ay o of o st e Prope 105 adverse maerial facts concening Buyer'sfnancial abilty o perfo the temsof the ansaction and wheher Buyer intends o occupy the
@ 36, Term. The Term of this Buyer Listing Contract shall begin on and shal continue through the earler of (1) 106 Property as a principal residenc:
43 completon of the Purchase of the Property or (2) ke sl o o assstinthe comletion o any transaction for which 107 5. Blyer understand that Buyer sl not be bl for Brokersacs or omisionsthat have no been approved,direced, o atiie by
44 compensation is payable to Brokerage Firm under § 7 of this Buyer Listing Contract 108 Buyer
s 7 AppcABIIY of Torme. A chac or St mark e bo e tht sueh provsion is appicble. The abbeviation VA" or e 109
46 word “Deleted” means not applicable. The abbreviation “MEC" (mutual execution of this contract) means the latest date upon which both 0 6. ADDITIONAL DUTIES OF BUYER'S AGENT. f the Buyer Agency bosat the 0p of page 1 ischecked, Broker s Buyer's Agen,
1 pares oo sgas s uyer Lising Contct 111 wiith he following additional duties
p Day: Computattoncf Peiod f e Dad 12 61 Pmmolmg the eress of uyer it e unest 00 i, ey and ity
49 Day. As used in this Buyer Listing camrau the term “day” shall mean the entire day ending at 11:59 p.m., United States 3 62. Seeking a price and terms that are acceptable to
5 Mountain r,,,,, oo D 1 63 Counseing Buyer a5t ny mtera benefits o 4 of aransacio that re acually known by Broker
51 82, Computation of Period of Days, Deadline. In computing 2 period of days, when the ending date is not specified, the 15
52 firstday is excluded and the last day is included, e.g., three days after MEC. If any deadline falls on a Saturday, Sunday or federal or Colorado 116 7. COMPENSATION TO BROKERAGE FIRM. In consideration of the services to be performed by Broker, Brokerage Firm shall be
53 state holiday (Holiday), such deadline O Shall O Shall Not be extended to the next day that is not a Saturday, Sunday or Holiday. Should 117 paid as set forth in this section, with no discount or allowance for any efforts made by Buyer or any other person. Brokerage Firm shall be
54 neither box be checked, the deadline shall ot be extended. 118 entited to receive additional compensation, bonuses, and incentives peid by listing brokerage firm or sellr. Broker shall inform Buyer of the
5 119 feeto be paid to Brokerage Firm and, ifthere is a written agreement, Broker shall supply a copy to Buyer, upon written request of Buyer.

120
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121 Check Compensation Arrangement: 187 accessing premises are as follows: Broker, through Brokerage Firm, has access to the following multiple listing services and
122 O 7. Listing Brokerage Firm or Seller May Pay. Buyer IS Obligated to Pay. Broker is authorized and instructed to request payment 18 propert
123 of the Brokerage Firm's fee from the listing brokerage firm or seller. Buyer shall be obligated 1o pay any portion of Brokerage Firm's fee as 189
124 decrhedin§ 72 ufich s ol ty e kg eokoag fm o sl 19 12, DISCLOSURE OF BUYER'S IDENTITY. Broker O Does O Does Not have Buyer's permission to disclose Buyer's identity to third
15 O Buyer Wil Pay. Buyer shall be obligated to pay the Brokerage Firm's fee as described in § 7.2.1 (Success Fee) unless the box in 191 parties without prior written consent of Buyer.
12§73 (Llsllnn Brokerage Firm or Seller My Pay.Buyer is NOT Obligated to Pay) i checked 192
127 721, Suceess Fee. Brokerage Firm shall be paid by Buyer as foll 195 13. DISCLOSURE OF SETTLEMENT SERVICE COSTS. Buyer acknowledges that costs, quality, and extent of service vary between
128 7211 Amount A lee &ual o 9%of the purchas price,but not less than', . except as provided in 194 different settlement service providers (e.g., altorneys, lenders, inspectors and ttle companies).
19 §7212 195
130 7212 Adjusted Amount. O See Section 18. Additional Provisions or O Other 19 14, NONDISCRIMINATION. The parties agree not to discriminate unlawfully against any prospective seller because of the race, creed,
131 7213 When Earned. The Success Fee is earmed by the Brokerage Firm upon thé Purchase of the Property and is 197 color, sex, sexual orientation, marital satus, familial tatus, physical or mental disability, handicap, religion, national origin or ancestry of such
132 payable upon closing of the transaction. If any transaction fails to close as a result of the seller’s default, with no fault on the part of Buyer, the 196 person.
133 Success Fee shall be waived. If any transaction fails 1o close as a result of Buyer's default, in whole o in part, the Success Fee shall not be 199
134 waived; such fee shall be payable upon Buyers default, but in any event not later than the date that the closing of the transaction was o have 20 15 RECOMMENDATION OF LEGAL AND TAX COUNSEL. By sgning this document, Buyer acknowledge tat Broker s advised
155 occurred 201 that this d has important legal d has legal and tax or other counsel, before signing this
136 O 722 Hourly Fee. Brokerage Firm shall be paid § per hou for time spent by Broker pursuant o this Buyer Listing 202 Buyer Listing Contac
137 Contract, up to a maximum total fee of “This hourly fee shall be paid to Brokerage Firm upon receipt of an invoice from 203
1 prokerge Fim. 204 16. MEDIATION. If a dispute arises relating to this Buyer Listing Contract, prior o or after closing, and is not resolved, the partis shall first
139 o Retainer Fee. Buyer shall pay Brokerage Firm a nonrefundable retainer fee of $ due and payable upon 205 proceed in good faith to submit the matter to mediation. Mediation is a process in which the parties meet with an impartal person who helps to
0 dgingof et Buyev Listing Contract. This amount O Shall O Shall Not be credited against other fees payable to Brokerage Firm under this 206 resolve the dispute informally and confidentially. Mediators cannot impose binding decisions. The parties to the dispute must agree, in writing,
141 207 before any settlement is binding. The parties will jointly appoint an acceptable mediator and will share equally in the cost of such mediation.
112 "D 124 oterc 208 The mediation, unless otherwise agreed, shall terminate in the event the entire dispute is not resolved within 30 calendar days of the date written
143 O 73 Listing Brokerage Firm or Seller May Pay. Buyer is NOT Obligated to Pay. Broker is authorized o abtain payment of the 209 notice requesting mediation is delivered by one party to the other at the party’s last known adress.
144 Brokerage Firm’s fee from the listing brokerage firm or seller. Buyer shll not be obligated to pay Brokerage Firn's fee. 210
145 If 0 box is checked above, then § 7.2 (Buyer Will Pay) shall apply. a1 ATTORNEY FEES. In the event of any arbitration or ltigation relating to this Buyer Listing Contrac, the arbitrator or court shall award
146 O 7.4, Lease Fee. If the box in 8 35.2 is checked and if Brokerage Firm is unable to obtain payment of Brokerage Firm's entire fee from Frr prevailing party all reasonable costs and expenses, including attorney and fegal fees
ar - listingbrkerage fim orlanclrd, Buyer sl pay the Brolrage Firm e a follows. esany amourtspld by the Fsing bokerage im or 213
13 landl 214 18 ADDITIONAL PROVISIONS. (The following additional provisions have not been approved by the Colorado Real Estate Commission)
149 74 X Per Square Foot per up 1o a maximum of jor__ shoftheONet O 215
® Grosamonts ul rent payzhle ncer T Up 102 i of 26
151 Adjusted Amount. O See Section 18. Additional Provisions or O Other 27
152 745 Oer 218 19. ATTACHMENTS. The following are a part of this Buyer Listing Contract
153 Taa.  Wien arned. T less o s sared upon e el o s Lotse: O3l o 1 e s hll b pid pon 29
15¢  mutual execution of the Lease and one-half upon possession of the premises by tenant or as follow: If the Lease, 20
155 oxeeute e he dae of this Buyr Listng Confot ontnsan opto {0 xend o renew, Brokeage Firm B Sl D Shll ot be pald a 221 20. NOTICE, DELIVERY AND CHOICE OF LAW.
156 fee upon exercise of such extension or renewal option. If Brokerage Firm is to be pai a fee for such extension or renewal, the amount of such 22 201, Physical Delivery. All notices must be in writing, except as provided in § 20.2. Any document, including a signed document or
157 fee and its payment shall be s follows: 223 notce, delivered to the other party to this Buyer Listing Contrect, is effective upon physical receipt. Delivery to Buyer shall be effective when
158 75, Holdover Period. Brokerage Firm’s fee shall apply to Property contracted for [or leased if § 3.5.2 is checked] during the Term of 224 physically received by Buyer, any signator on behalf of Buyer, any named individual of Buyer or representative of Buyer.
159 this Buyer Listing Contract or any extensions and shall also apply to Property contracted for or leased within___ calendar days after this Buyer 25 202, Electronic Delivery. As an altemnative to physical delivery, any document, including any signed document or written notice may
160 Listing Contract expires o is terminated (Holdover Period) if the Property is one on which Broker negotiated and if Broker submited its 225 be delivered in electronic form only by the following indicated methods: O Facsimile O Email O Internet O No Electronic Delivery.
161 address or other description in writing to Buyer during the Term. Howevr, if a commissi by another real estate brokerage firm 227 Documents with original signatures shall be provided upon request of any p
162 acting pursuant to an exclusive agreement with Buyer entered into during the Holdover Period, Buyer O Shall O Shall Not owe the 28 203, Choice of Law. This Buyer Listing Contract and all disputes arising hereunder shall be governed by and construed in accordance
163 compensation to Broker under §§ 7.2.1, 7.2.2,7.2.4 and 7.4 as indicated. 229 with the laws of the State of Colorado that would be applicable to Colorado residents who sign a contract in this state for property located in
164 20 Colorado.
165 8. LIMITATION ON THIRD-PARTY COMPENSATION. Neither Broker nor Brokerage Firm, except as set forth in § 7, shall accept 231
166 compensation from any other person or entity in connection with the Property without the written consent of Buyer. Additionally, neither 22 2L MODIFICATION OF THIS CONTRACT. No subsequent modification of any of the terms of this Buyer Listing Contract shal be
167 Broker nor Brokerage Firm shall be permitted to assess and receive mark-ups or other compensation for services performed by any third party 233 valid, binding upon the parties, or enforceable unless in writing and signed by the partis.
168 or affliated business entity unless Buyer signs a separate written consent for such services 224
169 235 22. COUNTERPARTS. If more than one person is named as a Buyer herein, this Buyer Listing Contract may be executed by each Buyer,
170 9. BUYER'S OBLIGATIONS TO BROKER. Buyer agrees to conduct all negotiations for the Property only through Broker, and to refer 23 sepratly, and when s xcced, s copis e g with one xecute by Broke on ehal of Brokerage Fim nall e deomed t be a
171 to Broker all communications received in any form from real estate brokers, prospective sellers, or any other source during the Term of this 237 full and complete contract between the partes
172 Buyer Listing Contract. Buyer represents that Buyer 0 Is 0 Is Not currently a party to any agreement with any other broker to represent or 28
173 assist Buyer i the location or purchase of property. 239 23, ENTIRE AGREEMENT. This agreement constitutes the entire contract between the parties and any prior agreements, whether oral or
174 240 written, have been merged and integrated into this Buyer Listing Contract.
175 10. COST OF SERVICES OR PRODUCTS OBTAINED FROM OUTSIDE SOURCES. Broker will not obtain or order products or 201
176 services from outside sources unless Buyer has agreed o pay for them promptly when due (examples: surveys, radon tests, soil tests, title 22 24. COPY OF CONTRACT. Buyer acknowledges receipt of  copy of this Buyer Li signed by Broker, including all attach
177 reports, engineering studies, property inspections). Neither Broker nor Brokerage Firm shal be obligated to advance funds for Buyer. Buyer 23
178 shall reimburse Brokerage Firm for payments made by Brokerage Firm for other products or services authorized by Buyer. 204 MEGAN'S LAW. Ifth preseno ofaregitard ex offender s mate of concen o Buyer, Buyer nderstands that Byer must contact
179 Sie ol enorcement s Fegaring obaining such nformato
180 11 BROKERAGE SERVICES: SHOWING PREMISES. 25
181 11.1 Brokerage Services. The Broker shall provide brokerage services to Buyer. The following additional tasks shall be performed by 247 Brokerage Firm authorizes Broker to execute this Buyer Listing Contract on behalf of Brokerage Firm.
182 Broker 28
183 29
184 Date Date:
185 11.2 Showing Properties. Buyer acknowledges that Broker has explained the possible methods used by listing brokers and sellrs to show
185 properties, and the limitations (if any) on Buyer and Broker being able to access propertes due 1o such methods. Broker's limitations on Buyer's Name: Broker's Name:
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Buyer's Signature

Broker's Signature

Address: Address:
Phone No. Phone No.

Fax No. Fax No.

Email Address: Email Address:

Brokerage Firm's Name:

Address:

Phone No.

FaxNo,

Email Address:
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brokerage disclosure

The printed portions of this form, except differentiated additions, have been approved by the Colorado Real Estate Commission.
(BD24-5-09) (Mandatory 7-09)

DIFFERENT BROKERAGE RELATIONSHIPS ARE AVAILABLE WHICH INCLUDE SELLER AGENCY,
BUYER AGENCY OR TRANSACTION-BROKERAGE.

BROKERAGE DISCLOSURE TO
O BUYER [O TENANT

DEFINITIONS OF WORKING RELATIONSHIPS

For purposes of this document, seller also means landlord (which includes sublandlord) and buyer also means tenant (which
includes subtenant).

Seller’s Agent: A seller’s agent works solely on behalf of the seller to promote the interests of the seller with the utmost
good faith, loyalty and fidelity. The agent negotiates on behalf of and acts as an advocate for the seller. The seller’s agent
must disclose to potential buyers all adverse material facts actually known by the seller’s agent about the property. A
separate written listing agreement is required which sets forth the duties and obligations of the broker and the seller.

Buyer’s Agent: A buyer’s agent works solely on behalf of the buyer to promote the interests of the buyer with the utmost
good faith, loyalty and fidelity. The agent negotiates on behalf of and acts as an advocate for the buyer. The buyer’s agent
must disclose to potential sellers all adverse material facts actually known by the buyer’s agent, including the buyer’s
financial ability to perform the terms of the transaction and, if a residential property, whether the buyer intends to occupy
the property. A separate written buyer agency agreement is required which sets forth the duties and obligations of the
broker and the buyer.

Transaction-Broker: A transaction-broker assists the buyer or seller or both throughout a real estate transaction by
performing terms of any written or oral agreement, fully informing the parties, presenting all offers and assisting the parties
with any contracts, including the closing of the transaction, without being an agent or advocate for any of the parties. A
transaction-broker must use reasonable skill and care in the performance of any oral or written agreement, and must make
the same disclosures as agents about all adverse material facts actually known by the transaction-broker concerning a
property or a buyer’s financial ability to perform the terms of a transaction and, if a residential property, whether the buyer
intends to occupy the property. No written agreement is required.

Customer: A customer is a party to a real estate transaction with whom the broker has no brokerage relationship because
such party has not engaged or employed the broker, either as the party’s agent or as the party’s transaction-broker.

RELATIONSHIP BETWEEN BROKER AND BUYER

Broker and Buyer referenced below have NOT entered into a buyer agency agreement. The working relationship specified
below is for a specific property described as:
or real estate which substantially meets the

following requirements:

Buyer understands that Buyer shall not be liable for Broker’s acts or omissions that have not been approved, directed, or
ratified by Buyer.

CHECK ONE BOX ONLY:

O Multiple-Person Firm. Broker, referenced below, is designated by Brokerage Firm to serve as Broker. If more than
one individual is so designated, then references in this document to Broker shall include all persons so designated,
including substitute or additional brokers. The brokerage relationship exists only with Broker and does not extend to the
employing broker, Brokerage Firm or to any other brokers employed or engaged by Brokerage Firm who are not so
designated.

[} One-Person Firm. If Broker is a real estate brokerage firm with only one licensed natural person, then any
references to Broker or Brokerage Firm mean both the licensed natural person and brokerage firm who shall serve as
Broker.

BD24-5-09. BROKERAGE DISCLOSURE TO BUYER/TENANT Page 1 of 2
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brokerage disclosure

CHECK ONE BOX ONLY:

O Customer. Broker is the seller’s agent and Buyer is a customer. Broker, as seller’s agent, intends to perform the
following list of tasks: [0 Show a property O Prepare and Convey written offers, counteroffers and agreements to amend
or extend the contract. Broker is not the agent of Buyer.

O Customer for Broker’s Listings — Transaction-Brokerage for Other Properties. When Broker is the seller’s
agent, Buyer is a customer. When Broker is not the seller’s agent, Broker is a transaction-broker assisting in the transaction.
Broker is not the agent of Buyer.

O Transaction-Brokerage Only. Broker is a transaction-broker assisting in the transaction. Broker is not the agent of
Buyer.

Buyer consents to Broker’s disclosure of Buyer’s confidential information to the supervising broker or designee for the
purpose of proper supervision, provided such supervising broker or designee shall not further disclose such information
without consent of Buyer, or use such information to the detriment of Buyer.

DISCLOSURE OF SETTLEMENT SERVICE COSTS. Buyer acknowledges that costs, quality, and extent of service
vary between different settlement service providers (e.g., attorneys, lenders, inspectors and title companies).

THIS ISNOT A CONTRACT.

If this is a residential transaction, the following provision shall apply:

MEGAN’S LAW. If the presence of a registered sex offender is a matter of concern to Buyer, Buyer understands that
Buyer must contact local law enforcement officials regarding obtaining such information.

BUYER ACKNOWLEDGMENT:

Buyer acknowledges receipt of this document on

Buyer Buyer

BROKER ACKNOWLEDGMENT:

On , Broker provided (Buyer) with
this document via and retained a copy for Broker’s records.

Brokerage Firm’s Name:

Broker

BD24-5-09. BROKERAGE DISCLOSURE TO BUYER/TENANT Page 2 of 2
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home sweet home... improvement, ftc facts for consumers

FTC FACTS for Consumers

hether you're planning

an addition for a growing
family or simply getting
new storm windows,

finding a competent and

reliable contractor is the
first step to a successful and satisfying
home improvement project.

Home
m Your home may be your most valuable
Sweet Home... financial asset. That's why it’s important
to be cautious when you hire someone
to work on it. Home improvement and
repair and maintenance contractors often
advertise in newspapers, the Yellow Pages,
and on the radio and TV. However, don’t
consider an ad an indication of the quality
of a contractor’s work. Your best bet is
a reality check from those in the know:
friends, neighbors, or co-workers who
have had improvement work done. Get
written estimates from several firms. Ask
for explanations for price variations. Don’t
automatically choose the lowest bidder.

Home Improvement Professionals

Depending on the size and complexity of
your project, you may choose to work with
a number of different professionals:

© General Contractors manage all aspects
of your project, including hiring and
supervising subcontractors, getting
building permits, and scheduling
inspections. They also work with
architects and designers.

Speciality Contractors install particular
products, such as cabinets and bathroom
fixtures.

Architects design homes, additions,

and major renovations. If your project
includes structural changes, you may
want to hire an architect who specializes
in home remodeling.

Designers have expertise in specific
areas of the home, such as kitchens and
baths.

Design/Build Contractors provide one-
stop service. They see your project
through from start to finish. Some firms
have architects on staff; others use
certified designers.

Don’t Get Nailed

Not all contractors operate
within the law. Here are
some tip-of}
rip-offs. A less than
reputable contractor:

s to potential

solicits door-to-door;

offers you discounts for finding other
customers;

Jjust happens to have materials left over
from a previous job;

only accepts cash payments;

asks you to get the required building
permits;

does not list a business number in the
local telephone directory;

tells you your job will be a
“demonstration;”

pressures you for an immediate
decision;
offers exceptionally long guarantees;

(V]

 asks you to pay for the entire job up-
front;

® suggests that you borrow money from a
lender the contractor knows. If you're
not careful, you could lose your home
through a home improvement loan scam.

Hiring a Contractor

Interview each contractor you're consider-
ing. Here are some questions to ask.

« How long have you been in business?
Look for a well-established company
and check it out with consumer
protection officials. They can tell
you if there are unresolved consumer
complaints on file. One caveat: No
record of complaints against a particular
contractor doesn’t necessarily mean no
previous consumer problems. It may
be that problems exist, but have not yet
been reported, or that the contractor is
doing business under several different
names.

® Are you licensed and registered with
the state? While most states license
electrical and plumbing contractors,
only 36 states have some type of
licensing and registration statutes
affecting contractors, remodelers, and/
or specialty contractors. The licensing
can range from simple registration to a
detailed qualification process. Also, the
licensing requirements in one locality
may be different from the requirements
in the rest of the state. Check with your
local building department or consumer
protection agency to find out about
licensing requirements in your area. If

3

your state has licensing laws, ask to see
the contractor’s license. Make sure it’s
current.

How many projects like mine have you
completed in the last year? Ask for a
list. This will help you determine how
familiar the contractor is with your type
of project.

Will my project require a permit? Most
states and localities require permits for
building projects, even for simple jobs
like decks. A competent contractor will
get all the necessary permits before
starting work on your project. Be
suspicious if the contractor asks you to
get the permit(s). It could mean that the
contractor is not licensed or registered,
as required by your state or locality.
May I have a list of references? The
contractor should be able to give you
the names, addresses, and phone
numbers of at least three clients who
have projects similar to yours. Ask each
how long ago the project was completed
and if you can see it. Also, tell the
contractor that you’d like to visit jobs in
progress.

Will you be using subcontractors on this
project? If yes, ask to meet them, and
make sure they have current insurance
coverage and licenses, if required.

Also ask them if they were paid on

time by this contractor. A “mechanic’s
lien” could be placed on your home

if your contractor fails to pay the
subcontractors and suppliers on your
project. That means the subcontractors
and suppliers could go to court to force

4

you to sell your home to satisfy their
unpaid bills from your project. Protect
yourself by asking the contractor,

and every subcontractor and

supplier, for a lien release or

lien waiver.

* What types of insurance do you
carry? Contractors should have
personal liability, worker’s
compensation, and property
damage coverage. Ask for
copies of insurance certificates,
and make sure they’re current. Avoid
doing business with contractors who
don’t carry the appropriate insurance.
Otherwise, you’ll be held liable for any
juries and damages that occur during
the project.

Checking References

Talk with some of the remodeler’s former
customers. They can help you decide if a

particular contractor is right for you. You
may want to ask:

® Can I visit your home to see the
completed job?

* Were you satisfied with the project?

it completed on time?

* Did the contractor keep you informed

about the status of the project, and any

problems along the way?

Were there unexpected costs? If so,

what were they?

Did workers show up on time? Did they

clean up after finishing the job?

* Would you recommend the contractor?

‘Would you use the contractor again?

5
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Understanding Your Payment
Options
You have several payment options for
most home improvement and maintenance
and repair projects. For example, you can
get your own loan or ask the contractor to
arrange financing for larger projects. For
smaller projects, you may want to pay by
check or credit card. Avoid paying cash.
‘Whatever option you choose, be sure you
have a reasonable payment schedule and a
fair interest rate. Here are some additional
tips:

® Try to limit your down payment. Some
aws limit the amount of money
a contractor can request as a down
payment. Contact your state or local
consumer agency to find out what the
law is in your area.

Try to make payments during the
project contingent upon completion of
a defined amount of work. This way,
if the work is not proceeding according
to schedule, the payments also are
delayed.
Don’t make the final payment or sign
an affidavit of final release until you are
satisfied with the work and know that
the subcontractors and suppliers have
been paid. Lien laws in your state may
allow subcontractors and/or suppliers
to file a mechanic’s lien against your
home to satisfy their unpaid bills.
Contact your local consumer
agency for an explanation of
lien laws where you
live.

* Some state or local laws limit the
amount by which the final bill can
exceed the estimate, unless you have
approved the increase. Check with your
local consumer agency.

If you have a problem with merchandise
or services that you charged to a credit
card, and you have made a good faith
effort to work out the problem with the
seller, you have the right to withhold
from the card issuer payment for the
merchandise or services. You can
withhold payment up to the amount of
credit outstanding for the purchase, plus
any finance or related charges.

The “Home Improvement”
Loan Scam

A contractor calls or knocks on your

door and offers to install a new roof

or remodel your kitchen at a price that
sounds reasonable. You tell him you’re
interested, but can’t afford it. He tells you
it’s no problem — he can arrange financing
through a lender he knows. You agree to
the project, and the contractor begins work.
At some point after the contractor begins,
you are asked to sign a lot of papers. The
papers may be blank or the lender may
rush you to sign before you have time to
read what you've been given to sign. You
sign the papers. Later, you realize that the
papers you signed are a home equity loan.
The interest rate, points and fees seem very
high. To make matters worse, the work on
your home isn’t done right or hasn’t been
completed, and the contractor, who may

have been paid by the lender, has little
interest in completing the work to your
satisfaction.

You can protect yourself from inappropriate
lending practices. Here’s how.
Don’t:
* Agree to a home equity loan if you
don’t have enough money to make the
monthly payments.

Sign any document you haven’t read or
any document that has blank spaces to
be filled in after you sign.

Let anyone pressure you into signing
any document.

Deed your property to anyone. First
consult an attorney, a knowledgeable
family member, or someone else you
trust.

Agree to financing through your
contractor without shopping around and
comparing loan terms.

Getting a Written Contract

Contract requirements vary by state. Even
if your state does not require a written
agreement, ask for one.

A contract

P—
spells out the
pe A Written Contract
who, what,
where, when Acontract spells
and cost of out the who,

what, where,
when and cost of
your project. The

your project.
The agreement

should be ‘agreement should

clear, concise be clear, concise

and complete. and complete.
—
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Before you sign a contract, make sure it
contains:

© The contractor’s name, address, phone,

and license number, if required.

* The payment schedule for the contrac-
tor, subcontractors and suppliers.
An estimated start and completion date.
* The contractor’s obligation to obtain all
necessary permits.
How change orders will be handled.
A change order — common on
most remodeling jobs — is a written
authorization to the contractor to
make a change or addition to the work
described in the original contract. It
could affect the project’s cost and
schedule. Remodelers often require
payment for change orders before work
begins.

A detailed list of all materials including
color, model, size, brand name, and
product.

Warranties covering materials and
‘workmanship. The names and addresses
of the parties honoring the warranties —
contractor, distributor or manufacturer
— must be identified. The length of the
warranty period and any limitations also
should be spelled out.

‘What the contractor will and will not
do. For example, is site clean-up and
trash hauling included in the price?

Ask for a “broom clause.” It makes the
contractor responsible for all clean-up
work, including spills and stai

© Oral promises also should be added to
the written contract.

9

* A written statement of your right to
cancel the contract within three business
days if you signed it in your home or
at a location other than the seller’s
permanent place of business. During
the sales transaction, the salesperson
(contractor) must give you two copies.
of a cancellation form (one to keep and
one to send back to the company) and
a copy of your contract or receipt. The
contract or receipt must be dated, show
the name and address of the seller, and
explain your right to can

Keeping Records

Keep all paperwork related to your project
in one place. This includes copies of the
contract, change orders and correspondence
with your home imp i

* The job site has been cleaned up and
cleared of excess materials, tools and
equipment.

* You have inspected and approved the
completed work.

Where to Complain

If you have a problem with your home
improvement project, first try to resolve

it with the contractor. Many disputes

can be resolved at this level. Follow any
phone conversations with a letter you

send by certified mail. Request a return
receipt. That’s your proof that the company
received your letter. Keep a copy for your
files.

If you can’t get satisfaction, consider

Keep a log or journal of all phone calls,
conversations and activities. You also
might want to take photographs as the job
progresses. These records are especially
important if you have problems with your
project — during or after construction.

Completing the Job: A Checklist

Before you sign off and make the final
payment, use this checklist to make sure the
job is complete. Check that:
* All work meets the standards spelled
out in the contract.

* You have written warranties for
materials and workmanship.

* You have proof that all subcontractors
and suppliers have been paid.

10

the following organi for
further information and help:
* State and local consumer protection
offices.

Your state or local Builders
Association.

Your local Better Business Bureau.

* Action line and consumer reporters.
Check with your local newspaper, TV,
and radio stations for contacts.

Local dispute resolution programs.

For More_Information

* Federal Trade Commission
www.ftc.gov
The FTC works for the consumer
to prevent fraudulent, deceptive,
and unfair business practices in the
marketplace and to provide information
to help consumers spot, stop, and
avoid them. To file a complaint or
to get free information on consumer
issues, visit ftc.gov or call toll-free,
1-877-FTC-HELP (1-877-382-4357);
TTY: 1-866-653-4261. The FTC enters
consumer complaints into the Consumer
Sentinel Network, a secure online
database and investigative tool used
by hundreds of civil and criminal law
enforcement agencies in the U.S. and
abroad.

* National Association of Home Builders
www.nahb.com
To order a free copy of How to Find a
Professional Remodeler, send a self-
addressed stamped envelope to:
NAHB
Dept. FT
1201 15th Street, NW
Washington, DC 20005

National Association of Consumer
Agency Administrators

‘Www.nacaa.net
P.O. Box 40542
Nashville, Tennessee 37204

Toll-free 1-866-SAY-NACAA

12

Federal Trade Commission
Bureau of Consumer Protection
Division of Consumer and Business Education

August 2001
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Fo The Corsover.

Need a Loan?

:
3
i

to borrow money you may not be able

FTC FACTS for Consumers

Think Twice About Using
Your Home as Collateral

f you need money to pay bills or make home improvements, and think the answer is in
refinancing, a second mortgage, or a home equity loan, consider your options carefully.
If you can’t make the required payments, you could lose your home as well as the equity
you've built up. That’s why it’s important not to let anyone talk you into using your home

to afford to pay back.

Not all loans or lenders are

created equal. Some unscrupulous
lenders target older or low-income
homeowners and those with credit
problems. These lenders may offer
loans based on the equity in your
home, not on your ability to repay the
loan. High interest rates and credit
costs can make it very expensive to
borrow money, even if you use your
home as collateral.

Talk to an attorney, financial advisor,
or someone else you trust before you
make any decisions about borrowing
money. Non-profit credit and housing
counseling services also can be useful
in helping you manage your credit and
make smart decisions about loans.

You can take some steps to protect
your home and the equity you've built
up in it. Here’s how.

1. Shop Around.

Avoid any lender who:

Early Warning Signs

tells you to falsify information on the loan
application. For example, stay away from a
lender who tells you to say that your income is
higher than it is.

pressures you into applying for a loan or
applying for more money than you need.
pressures you into accepting monthly payments
you can’t make or could have trouble making.
fails to provide required loan disclosures or tells
you not to read them.

misrepresents the kind of credit you're getting,
like calling a one-time loan a line of credit.
promises one set of terms when you apply, and
gives you another set of terms to sign — with no
legitimate explanation for the change.

tells you to sign blank forms — and says they’Il
fill in the blanks later.

says you can’t have copies of the documents that
you've signed.

Costs can vary greatly.

Contact several lenders — including banks, savings and loans, credit unions, and mortgage
companies. Ask each lender about the best loan you would qualify for.

Facts for Consumers

Compare:

© The annual percentage rate (APR). The
APR is the single most important thing to
compare when you shop for a loan. It takes
into account not only the interest rate, but
also points (one point equals one percent
of the loan amount), mortgage broker fees,
and certain other credit charges the lender
requires the borrower to pay, expressed as a
yearly rate. Generally, the lower the APR,
the lower the cost of your loan. Ask if the
APR is fixed or adjustable — that is, will it
change? If so, how often and how much?

Points and fees. Ask about points and other
fees that you’ll be charged. These charges
may not be refundable if you refinance or
pay off the loan early. And if you refinance,
you may pay more points. Points usually are
paid in cash at closing, but may be financed.
If you finance the points, you’ll have to pay
additional interest, increasing the total cost of
your loan.

 The term of the loan. How many years will
you make payments on the loan? If you're
getting a home equity loan that consolidates
credit card debt and other shorter-term loans,
remember that the new loan may require you
to make payments for a longer time.

* The monthly payment. What's the amount?
Will it stay the same or change? Find out if
your monthly payment will include escrows
for taxes and insurance.

 Balloon payments. This is a large payment
usually at the end of the loan term, often
after a series of lower monthly payments.
When the balloon payment is due, you must
come up with the money. If you can’t, you
may need another loan, which means new
closing costs, as well as points and fees.

* Prepayment penalties. Prepayment penalties
are extra fees that may be due if you pay off
the loan early by refinancing or selling your
home. These fees may force you to keep a
‘high-rate loan by making it too expensive to

get out of the loan. If your loan includes a
prepayment penalty, understand the penalty
you would have to pay. Ask the lender if you
can get a loan without a prepayment penalty,
and what that loan would cost. Then decide
what’s right for you.

.

Whether the interest rate for the loan
will increase if you default. An increased
interest rate provision says that if you miss
a payment or pay late, you may have to pay
a higher interest rate for the rest of the loan
term. Try to negotiate this provision out of
your loan agreement.

© Whether the loan includes charge for any
type of voluntary credit insurance, like
credit life, disability, or unemployment
insurance. Will the insurance premiums be
financed as part of the loan? If so, you'll
pay additional interest and points, further
increasing the total cost of the loan. How
much lower would your monthly loan
payment be without the credit insurance?
Will the insurance cover the length of your
loan and the full loan amount? Before you
decide to buy voluntary credit insurance from
a lender, think about whether you really need
the insurance and check with other insurance
providers about their rates.

You'll also want to ask each lender to provide, as
soon as possible, a written Good Faith Estimate
that lists all charges and fees you must pay at
closing. Ask for a Truth in Lending Disclosure,
t00. It states the monthly payment, the APR and
other loan terms. Although lenders are not always
required to provide these estimates, they’re very
helpful because they make it easier to compare
terms from different lenders.

2. After Choosing a Lender

 Negotiate. It never hurts to ask if the lender
will lower the APR, take out a charge you
don’t want to pay, or remove a loan term that
you don’t like.

 Ask the lender for a blank copy of the
form(s) you will sign at closing. While
they don’t have to give you blank forms,
most legitimate lenders will. Take the forms
home and review them with someone you
trust. Ask the lender about items you don’t
understand.

o Ask the lender to give you copies of the
actual documents that you'll be asked to
sign as soon as possible. While a lender may
not be required to give you all of the actual
filled-in documents before closing, it doesn’t
hurt to ask.

* Be sure you can afford the loan. Figure out
whether your monthly income is enough to
cover each monthly payment, in addition to
your other monthly bills and expenses.

If it isn’t, you could lose your home — and
your equity — through foreclosure or a
forced sale.

o If you are refinancing a first mortgage,
ask about escrow services. Ask if the
loan’s monthly payment includes an escrow
amount for property taxes and homeowner’s
insurance. If not, be sure to budget for those
amounts, (0.

3. At Closing

« Before you sign anything, ask for an
explanation of any dollar amount, term or
condition that you don’t understand.

* Ask if any of the loan terms you were
promised before closing have changed.
Don’t sign a loan agreement if the terms
differ from what you understood them to be.
For example, a lender should not promise
a specific APR and then — without good
reason — increase it at closing. If the terms
are different, negotiate for what you were
promised. If you can’t get it, be prepared to
walk away and take your business elsewhere.

Facts for Consumers

 Before leaving the lender, make sure you
get a copy of the documents you signed.
They contain important information about
your rights and obligations.

« Don’t initial or sign anything saying you're
buying voluntary credit insurance unless you
really want to buy it.

4. After Closing

Having second thoughts about the loan? The
Truth in Lending Act gives most home equity
borrowers at least three business days after
closing to cancel the deal. This is known as your
right of “rescission.” In some situations (ask

your attorney), you may have up to three years to
cancel. To rescind, you must notify the creditor in
writing. Make sure you document your rescission.
Send your letter by certified mail, and request a
return receipt. That will allow you to document
what the creditor received and when. Keep copies
of your correspondence and any enclosures. After
you rescind, the lender has 20 days to return the
money or property you paid to anyone as part

of the credit transaction and release any security
interest in your home. Remember that you must
then offer to return the creditor’s money or
property, which may mean getting a new loan
from another lender.

Where to Complain

If you think your lender has violated the law, you
may wish to contact the lender or loan servicer
o register your concerns. At the same time,
you may want to contact an atiorney, your state
Auorney General’s office or banking regulatory
agency, or the Federal Trade Commission.

The FTC works for the consumer to prevent
fraudulent, deceptive, and unfair business
practices in the marketplace and to provide
information to help consumers spot, stop, and
avoid them. To file a complaint or to get free

Facts for Consumers

High-Rate, High-Fee Loans

If HOEPA applies:

to the borrower’s ability to repay the loan.

at default.

another HOEPA loan within the first year.

The Home Ownership and Equity Protection Act (HOEPA) may give you additional rights if your
loan is a home equity loan, second mortgage or refinance secured by your principal residence and if:

* the loan’s APR exceeds by more than 8 percent the rate on a Treasury note of comparable
maturity on a first mortgage, or the loan’s APR exceeds by more than 10 percent the rate on a
Treasury note of comparable maturity on a second mortgage.

o the total fees and points at or before closing exceed $499 or 8 percent of the total loan amount,
whichever is larger. (The $499 figure is for 2004 and is adjusted annually.) Credit insurance
premiums written in connection with the loan count as fees for this purpose.

* A lender may not engage in a pattern or practice of lending based on home equity without regard

You must get certain disclosures from the lender at least three business days before closing.
* Your lender cannot make a direct payment to a home improvement contractor.
* Certain loan terms are illegal — such as most prepayment penalties and increased interest rates

* In most situations, your loan cannot have a balloon payment due in less than five years.
* Due-on-demand clauses may not be used unless the consumer defaults.
® A lender that has made a HOEPA loan to a borrower generally may not refinance that loan into

* Your lender may not call a one-time loan a line of credit.

A high-rate or high-fee loan might be right for you, but be aware that it has risks. It is an extremely
expensive way to borrow money. You could lose your home if you can’t make the payments.

information on consumer issues, visit www.ftc.
gov or call toll-free, 1-877-FTC-HELP (1-877-
382-4357); TTY: 1-866-653-4261. The FTC
enters Internet, telemarketing, identity theft, and
other fraud-related complaints into Consumer
Sentinel, a secure online database available to
hundreds of civil and criminal law enforcement
agencies in the U.S. and abroad.

Federal Trade Commission
Bureau of Consumer Protection
Division of Consumer and Business Education
Produced in cooperation with AARP.

January 2004

For More Information

The American Association of Retired Persons has
information about predatory lending. You can
access information by phone: toll-free
1-800-424-3410; by mail: AARP, 601 E Street,
NW, Washington, DC 20049; or on the Web:
‘Www.aarp.org/consumerprotect-homeloans.
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are you ready to buy a home?

part one
True or False
Circle the correct answer.
T F According to the IRS definition, a first time homebuyer is an individual who has not had ownership in
a main home for the past three years.
T F A spending plan is important because it encourages savings and helps identify wasteful spending,
prepares you for unexpected expenses, and helps you maintain good credit
T F When you dispute an erroneous item in your credit report, the credit-reporting agency has no time

limit to conduct follow-up on your dispute.

T F If you do not have credit history, you will never be approved for a mortgage loan.

Matching

Match the term in Column A with the definition in Column B. Put the letter under Column B next to the term in Column A

a b
Gross income A. When a credit report has been requested and reviewed
Fixed expenses B. The money you earn before taxes and other deductions
C. Also known as flexible expenses; those that change from
Wants month-to-month
Variable expenses D. An account where the balance changes every month

mortgage lending

part two

True or False
Circle the correct answer.

T F In a preapproval, the lender does not verify any of the information you provide,

such as income and debt.

T F When you apply for a mortgage loan, the lender will use your gross monthly income

T F A conventional loan is a mortgage loan that is not insured by the federal government.

T F The annual percentage rate (APR) is what a borrower should refer to when comparing loans

because this is the true cost of the mortgage loan on a yearly basis.

Matching

Match the term in Column A with the definition in Column B. Put the letter under Column B next to the term in Column A,

a b
A. Connects the debt to the property as security and
Appraisal contains the loan terms
B. The balance of the mortgage owed on the home
Housing ratio compared to the appraised value

n

Areport that gives the lender an independent evaluation
Loan-to-Value (LTV) of the property’s current market value
D. The maximum amount of income that can go toward
Deed of Trust your mortgage payment

E. A document that shows ful disclosure of the true cost,

Promissory Note fees, and loan terms.

Matching
Match the term in Column A with the definition in Column B. Put the letter under Column B next to the term in Column A.

A. A report that will address the condition of the property

Eamest money and identify any potential issues

Comprised of homeowners who oversee the financial

Buyer Agency Contract statements and assures the property is maintained

a

Agood faith deposit that shows the borrower is serious

Homeowners Association (HOA) about buying the home

D. An agreement that specifies terms, buyer/broker
Inspection relationship, obligations, compensation, etc.

3 o

Revolving account E. Living expenses that remain the same each month
F. A publicly-recorded document that secures the loan and
Truth-in-Lending (TIL) is evidence of the debt
Inquiry F. Items or things we desire but can live without
. i
real estate post purchase
part three part four
True or False True or False
Circle the correct answer. Circle the correct answer.
T F You will lose your earnest money deposit if any of the items listed on your Contract to Purchase T F Your mortgage payment is due on the first of the month and late on the 2nd.
are not completed on time.
T F You do not have to worry about maintaining good credit after closing on your mortgage loan.
T F You do not need a home inspection on a newly- built home.
T F Ifyouare having trouble making your mortgage payment, you should contact your
T F  itisrecommended that you visit the property and neighborhood at various times of day. mortgage lenderjservicer first.
T F HUD homes are foreclosed homes where the previous owner had a conventional loan. T F Your homeowners association (HOA) can foreclose on your property if you do not pay HOA dues.

Matching

Match the term in Column A with the definition in Column B. Put the letter under Column B next to the term in Column A,

A. An agreement whereby the property is transferred to the
Forbearance agreement lender to fully satisfy the debt
B. An agreement to make up missed payments by paying an
Loan modification additional amount until you are caught up

C. Alender/servicer, based on your financial situation, could
Deed-in-lieu of foreclosure consider a temporary reduction or payment suspension

D. An agreement that changes one or more of the terms

Repayment plan of the loan




