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Disclaimer
The following information is for educational purposes only. It is not in-
tended to solicit clients to specifically use the services of the brokerage 
of the author to look at, purchase or sell homes. Nor is this information 
intended as a substitute for legal, financial, tax, or title counsel on real 
estate investment of any kind.

Also, this book is based widely on Colorado real estate regulations. 
Many parts of it but not others may apply to different states. Be ad-
vised to check the real estate regulations of your own state before in-
vesting in any property there.
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Introduction: The Journey
Whenever friends of ours announce, “I’m a homeowner!” the elation 
in their voices and optimism in their faces suggest to us that their jour-
ney to the American Dream was as easy as motoring up the driveway, 
parking in the garage, turning the kitchen-door key, and popping din-
ner into the microwave. And we can’t wait to take that dream excur-
sion ourselves.

Yet they don’t always tell us about the complexity of steps it took 
to get there, from the house-hunt to the mortgage pre-approval to the 
broker-vetting to the offer-bargaining to the home inspection to the 
sale closing to the big lock-stock-and-barrel move. They also leave 
out the many, many more big steps and baby steps in-between that 
we find ourselves learning the hard way along our own homebuying 
journeys, because “nobody told me.”

Remember, even after Dorothy was told, “Just follow the Yellow 
Brick Road,” she found her trek tougher than she’d been led to believe 
the moment she reached the crossroads where the Scarecrow couldn’t 
advise her which way to go. Thus, began quite a rocky road to the 
Emerald City of Oz. Even when she made it there, she found the Great 
and Powerful Oz no easy portal to home, as either wizard or man.

The truth is, there is no simple gateway or wizard’s magic to 
homebuying. It takes a carefully drawn roadmap, a prudent budget, 
selection of the right advisors, and much more. This book will clarify 
all steps necessary to take along your Yellow Brick Road, red flags to 
heed along the journey, costs to be keenly aware of, and expectations 
upon closing the sale. By following these guidelines, Dorothy’s ques-
tion “Now which way do I go?” can be more readily answered for you 
along the way.
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Chapter One:
The Buyer’s Bible

Many prospective homebuyers encounter not only unexpected speed 
bumps and barriers along their Yellow Brick Road to buying a home, 
but also words, terms, and alternate meanings thereof that they never 
learned in school or college. So, let’s begin with a rundown of the real 
estate terminology that’s best to get familiar with before embarking 
on your road to realty, as home buying involves a new kind of school-
ing beyond what your alma maters had to offer.
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Appraisal. This is an estimate made by a professional real estate 
appraiser of a property’s fair market value, or a ballpark figure of what 
the seller can expect to receive from its sale through negotiation with 
a buyer in a certain amount of time. It is required by lenders before a 
buyer can purchase a home.

Appraisal provision or appraisal contingency clause. This is 
a clause in the purchase-and-sale agreement that requires an appraisal 
of the property’s fair market value as a condition for purchase. Since 
mortgage lenders will not lend money above the property’s value, the 
clause protects the buyer from being “scalped” by allowing for the can-
cellation of the contract if an appraisal is lower in value than the ini-
tial price the seller or broker put on the property. However, in a seller’s 
market, the buyer often is willing to pay cash over the appraised value.

As is. This is a contract clause that signifies the buyer’s or lessee’s 
acceptance of a property in its existing condition at the time of the sale 
or lease, including all of its physical defects. Such a clause typically 
releases the seller or landlord from all responsibilities for repairing or 
remediating such defects beyond leaving the premises broom-clean 
before the buyer or tenant moves in. “As is” is often used if the seller 
wants to dispose of a property faster at a below-market rate.

Broom-clean. This is the condition in which, by contract, a seller 
should leave a home before the buyer moves in once the sale is closed. 
Connotations of this term vary, but it essentially means that floors 
must be swept, rugs vacuumed, the home cleared of debris, personal 
items and excess dust and dirt, and any other preparation that would 
reduce extra effort or cost to the buyer to arrange, neaten and clean 
the home after the move-in. Professional cleaning is not necessarily 
required, but the buyer and seller must agree on an acceptable move-
in condition for the home beforehand and specify it in the contract. A 
buyer should walk-through the premises before the move-in to see if 
the condition lives up to the contract.

Buyer’s agency agreement or buyer’s representation 
agreement. A prospective home-buyer signs this to formally autho-
rize a licensed brokerage firm, and often a particular real estate agent 
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there, to be the buyer’s official representative in the home buying pro-
cess. This agreement binds the buyer’s commitment to working with 
a designated brokerage and agent and assures that person or body of 
just compensation in the event of a sale.

Closing. This is the final step of a property sale, at which point 
the ownership of the property is officially transferred from the seller 
to the buyer by payment of the full cost through a mortgage prear-
ranged with the buyer’s lender, and the seller gives the buyer the keys 
to the house, unit or multifamily building. A closing generally occurs 
several weeks after the property goes under contract, to allow the 
buyer to finalize financing and the decision to purchase the property 
based on home inspection results and financing availability.

Closing costs (Buyer’s). These are the fees paid by the buyer to 
close the sale on a property, usually amounting from 2 to 4 percent of 
the sale price, depending on a state’s particular real estate laws as well 
as the terms of the purchase-and-sale agreement. Buyer closing costs 
could include home appraisal and inspection fees, a title search fee 
to verify the legitimacy of the property’s title history, loan fees, and 
survey fees to ascertain the property’s boundaries. Additional fees to 
title companies may be required, as well as prepayments of real estate 
taxes and/or insurances.

Closing Disclosure. This formally summarizes all fees both the 
seller and the borrower will be required to pay during the agreed-upon 
loan settlement period following the closing of the sale. This must be 
given to you within three days of closing. This document includes the 
amount of the mortgage, the interest rate, the monthly PITI amount 
to be paid, any fees associated with closing costs, summaries of buyer 
and seller transactions already completed, loan calculations includ-
ing the total number of loan payments expected over the duration of 
the loan, and other relevant purchase-and-sale-agreement details. (See 
Appendices C-E for examples of settlement statements.)

Concessions. These are payments made by a seller to encourage 
a buyer to complete the sale of a property. It could be in the form of 
closing costs.
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Consideration. This is something of value remitted to some-
one in exchange for something else. It is often defined as the money 
transacted in a real estate sale, but it is legally defined as an obligation 
that each party assures to the other that makes the purchase-and-sale 
agreement binding.

Conventional loan. This is a standard mortgage issued by a bank, 
credit union or other lender that the borrower has the sole responsi-
bility of paying off to the lender with accrued interest throughout 
an agreed-upon time period. It is not guaranteed by any government 
body such as the Federal Housing Administration (FHA), the Farmers 
Home Administration (FmHA) or the U.S. Department of Veterans 
Affairs (VA). If the borrower defaults on the loan, the lender is allowed 
to take possession of the property through foreclosure.

Debt-to-income ratio (DTI). This is a measurement of a home-
buyer’s monthly gross income, or salary before tax and other deduc-
tions, against the homebuyer’s monthly debts (loans, credit cards, rent, 
alimony, child support, etc.). DTI is calculated by dividing monthly 
debt payments by monthly gross income, and monthly mortgage pay-
ments are made to the lender from the amount of the resulting quo-
tient of that calculation. These payments include Principal, Interest, 
Taxes, and Insurance (PITI). Mortgage lenders often use the DTI as a 
metric by which to determine a prospective borrower’s ability to pay 
off a mortgage and its ancillary costs.

Down payment. This is an initial percentage of the cost the 
home the buyer pays to the lender to secure the loan. A buyer who 
makes a 20% down payment on a house can avoid the private mort-
gage insurance (PMI) a lender typically charges (see below).

Earnest money. This is a deposit of 1-10% of the home sale price, 
by the buyer as a demonstration of good faith regarding the property 
transfer. Earnest money obligates both parties to the purchase-and-
sale agreement. Earnest money is paid upon the signing of the agree-
ment and usually held in an escrow account until the closing of the 
sale. At that point it defrays the buyer’s down payment and/or clos-
ing costs.
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Escrow. In real estate, this refers to a third party enlisted to engi-
neer a property transfer, the monetary exchange involved in it, and 
any documents pertinent to the sale, including the purchase-and-
sale agreement, the settlement statement and the buyer’s mortgage 
documents. Once the purchase-and-sale agreement is finalized be-
tween buyer and seller in some states, an escrow agreement is drafted 
that specifies each party’s contractual obligations, all monies depos-
ited in escrow, and instructions regarding the escrow agent’s duties 
therewith.

Federal Housing Administration (FHA) loan. This is a 
mortgage insured by the FHA and issued by an FHA-approved bank, 
credit union or other mortgage lender. Designed for low-to-moder-
ate-income homebuyers or people with lower credit scores than gen-
erally acceptable for a mortgage approval, FHA loans require lower 
down payments than conventional mortgages, and the borrower 
pays mortgage insurance premium payments to the FHA so it can 
guarantee the lender the loan repayment if the borrower defaults 
on the loan.

Home inspection. This is a visual survey, scrutiny and assess-
ment of a property under contract made by a certified home inspector 
to determine that property’s structural and material condition, the 
ages of its appliances and utilities, and any repairs, reconstructions, re-
wiring, retrofitting and/or other upgrades required or recommended. 
A home inspector concludes with a home inspection report detailing 
the findings, from which the buyer can decide whether or not to see 
the contract to closing.

Homeowners association (HOA). This is an organization of 
residents of a planned development, gated community or condomin-
ium in which a homebuyer automatically enters into a covenant to 
pay periodic fees for maintenance of grounds, shared amenities such 
as a swimming pool or tennis courts, security personnel, exterior 
maintenance of individual homes, water and sewer connections, and 
other matters of common interest to all of the neighbors in the devel-
opment. Fees vary according to scope and cost of common amenities, 
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the number of people living in the community, property value, tax as-
sessments, etc.

Interest rate. This is the fixed annual percentage of interest, or 
a fee a lender charges for servicing a mortgage to a homebuyer, that 
the homebuyer must pay to the lender in addition to paying off the 
principal, or lent amount, of the mortgage. The lender calculates the 
interest as an annual percentage rate (APR) that reflects the cost of 
the mortgage on an annual basis. The APR, however, may also include 
loan origination fees, loan discount points, and other credit costs the 
mortgagee pays the lender, according to the mortgage contract.

Lead-based paint disclosure. This is a written warning of the 
actual or potential presence of lead-based paint in a property built 
before 1978, submitted as a required completed form to all potential 
buyers or tenants of such properties. Lead-based paint was outlawed 
by the U.S. Consumer Product Safety Commission that year due to 
the hazards it poses when it chips off its surfaces, particularly to chil-
dren if they ingest paint chips, but to anyone if a renovation generates 
lead-paint dust. If a property for sale was built before 1978, the prop-
erty seller or agent should give a lead-based paint disclosure form to a 
potential buyer informing them to contact appropriate authorities if 
paint chips fall.

Loan Estimate. This is a required form that lays out important 
information on the loan that you applied for. The lender must give 
this to you within three days of your application submission.

Pre-approval letter. This is a formal document from a mortgage 
lender certifying that a prospective borrower is qualified to take out 
a mortgage of a specified amount and interest rate, depending on the 
property’s value appraisal and other conditions. The letter is essen-
tially a confirmation of a borrower’s creditworthiness to purchase a 
desired home. In a seller’s market, this letter is almost always required 
to be submitted with a contract to buy the property.

Principal, Interest, Taxes, and Insurance (PITI). These are 
the total payments made to the homebuyer’s lender in one lump sum 
every month in some mortgage contracts. Depending on the lender’s 
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specific contract requirements, payments may include property taxes 
and private mortgage insurance (PMI) premiums in addition to the 
monthly installments on the mortgage principal and the accrued in-
terest payments required of all mortgagees.

Private mortgage insurance (PMI). This is a type of insurance 
a mortgage lender may require a borrower to pay on a conventional 
loan (see above) if a down payment of less than 20 percent is made on 
a home. The PMI protects the lender against the mortgagee’s possible 
default on the loan, in the absence of a federal guarantor like the FHA 
(see above). A PMI is typically paid as a monthly premium added to the 
borrower’s monthly mortgage payment to the lender.

Property tax or real estate tax. These terms are synonymous; 
“property tax” is the common term, but the Internal Revenue Service 
(IRS) calls it “real estate tax.” This is a tax levied on immovable prop-
erty, or land and buildings permanently fixed to the ground, to fund 
a city or town’s essential public services such as schools, libraries, po-
lice and fire departments, road construction and maintenance, public 
works, etc. Property tax can be paid directly to one’s city or town tax 
assessor or indirectly with a monthly mortgage payment, according 
to any agreement made with the mortgage lender in advance. In the 
latter case, the payment would include PITI to be paid in one lump 
sum monthly.

Purchase-and-sale agreement (P&S). This is the contract the 
home buyer and seller agree to that binds both parties to the transac-
tion of the property, provided all agreements specified in the contract 
are met. Signed by both buyer and seller and their representative 
agents, the P&S is named differently state to state but will likely in-
clude the house’s final sale price, earnest money deposit stipulations, 
the sale’s closing date and costs, information about the title insurance 
company chosen for the transaction, an agreement for the seller to 
provide the buyer with a title of ownership, and various contingen-
cies: inspection, financing, title, appraisal, etc. The P&S may be an-
nulled if certain contractual conditions are not met, e.g., the sale 
price is over the value appraisal figure, or the home inspection reveals 
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significant problems that would require costly solutions beyond the 
buyer’s budget.

Seller’s agency agreement or seller’s listing agreement. 
This is a contract between a seller and a real estate agent that gives 
the agent the exclusive right to list, promote and coordinate the sale 
of a property. The contract also confirms the commission the agent 
will be paid if a sale occurs, the duration of the listing agreement, and 
the responsibilities to which the seller will hold the agent within this 
time frame.

Seller’s property disclosure. This is a form in which the seller, 
in most states, is legally bound to complete and give to the buyer, 
detailing pertinent information about the property the buyer must 
know before deciding whether to purchase it. The residential prop-
erty disclosure form approved by the Colorado Real Estate Commission 
includes checklists on structural conditions such as water/termite 
damage, roof leaks, window leaks, major mechanical and utility prob-
lems, the age of materials, the property’s current appliances and utili-
ties, their ages if known, sewer, flooding and drainage issues, zoning, 
parking and environmental issues, and general disclosures pertinent 
to insurance claims, etc.

Title This is a legal document presenting the evidence of one’s just 
and full ownership of a piece of real property. It also refers to a bundle 
of rights in such a property in which a party can own legal or equi-
table interest. The principal rights in a title usually include exclusive 
possession, exclusive use and enclosure, acquisition, conveyance in-
cluding by bequest, access easement, hypothecation, and partition.

Under contract or under agreement. This is the state of a 
property that has received an accepted purchase offer in the form of 
a purchase-and-sale agreement. This contract gives the buyer a fixed 
amount of time to confirm the feasibility of the purchase, e.g., by hiring 
a home inspector to determine necessary or recommended repairs and 
upgrades to the property, and to complete needed financing. The con-
tract prevents the seller from considering other offers unless the buyer 
annuls the contract, or it is permitted to lapse without going to closing.
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VA loan. This is a mortgage guaranteed by the U.S. Department 
of Veterans Affairs (VA) issued for home buying purposes to American 
war veterans, people currently in military service, reservists, and un-
remarried military widows or widowers.

Warranty Deed. This is a legal document that transfers title 
from one person to another. Deeds should be recorded in the court-
house or assessor’s office to make them fully binding in most states.
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Chapter Two:
Choosing a Real 

Estate Professional

Choosing an agent to represent you in your home buying process 
can be as overwhelming as choosing a home, given the plethora of 
agents and brokerages out there. If you or a friend already knows 
an agent, that would appear to be an easy alternative to scouring 
the Internet. However, before choosing an agent to represent you, 
you must interview the person thoroughly to see if you’ve found 
a good fit, if the agent is properly licensed, what the sales track re-
cord is, etc.
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Begin by selecting candidates based on recommendations from 
friends and family; professional qualifications such as licenses, real 
estate organization memberships, and sales track records; and your 
gut feelings about how an agent will treat you and advocate on your 
behalf. But if no one can recommend an agent, one way to search for 
agents in your area is to visit the big real estate websites which offer 
clients’ reviews of agents they’ve worked with as well as information 
about an agent’s years of experience and number of homes sold, as 
well as their typical price ranges. You could also Google-search “homes 
for sale in [community name]” to see what agents emerge, and what 
their reputations are.

Also, think about whether you would rather work with a real 
estate franchise or an independent brokerage. Franchises tend to 
regulate their agents more than independents do, but also offer them 
more ongoing training and support, and have name recognition. 
Independent brokerages may offer more personal service and may 
have closer ties to communities they have worked with, so they can 
give you more information about a community you are considering. 
Either way, make sure you vet all prospective real estate agents care-
fully, be they independents or franchisees. It might also be good to re-
search real estate firms rather than individual agents, to determine 
the firm’s reputation for excellence by which it endows each agent 
with the same level of training and support.

Once you find agents you want to interview, thoroughly re-
search them online before contacting them, particularly to learn 
their sales records in specific neighborhoods you’re considering, 
posted reviews of them from customers (good, bad or indifferent), 
and any disciplinary actions or complaints against them that would 
raise red flags about their credibility. You can find complaints or 
actions filed against them on the website of the agency that gov-
erns them in your state. Also, if they have any current listings to 
see how closely the properties and price ranges resemble those you 
want to consider, and how many of their listings are in your target 
neighborhood(s).
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Let’s say your best friend recommends someone, because your 
friend either used that agent or knows someone who did and was 
pleased. Invite the agent for coffee or to your house for a “sit down” 
to discuss your home buying goals and learn what the agent can of-
fer. When you meet, have questions prepared—not interrogatory, but 
informational. First, break the ice with such questions as:

● How long have you been in real estate?
● How did you get into selling real estate, and why?
● How many homes did you see to closing in the past year?
● What do you attribute your success to?
● What kinds of real estate licenses do you hold?
● What real estate organizations do you belong to?
● Have you won any professional awards or recognitions?
● What are your other real estate credentials? (Strong ones that 

indicate classes taken in specific facets of real estate sales 
include Certified Residential Specialist (CRS), Real Estate 
Negotiation Expert (NENE), Accredited Buyer’s Representative 
(ABR), and Seniors Real Estate Specialist (SRES), who helps 
buyers over 50 years of age.) There are others on the National 
Association of Realtors (NAR) website.

Then get more specific:

● What neighborhoods do you focus on?
● How long have you been working in those neighborhoods?
● What are the highest and lowest prices you’ve sold homes for 

in those neighborhoods within the last six months?
● What causes homes to be sold at those prices in those 

neighborhoods?
● How long were those homes on the market?
● What is your communication style?
● What is your schedule, and the extent of your availability?
● Are you planning a vacation any time soon?
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● Are you part of a team or group, or do you work independently?
● Would you represent me individually, or would your team do 

it together?

The last question is particularly important, because working with a 
team has its pros and cons. Some bigger teams act as one unit, offer var-
ious services, and have different people handling different parts of the 
transaction. However, a group may not offer the one-to-one service 
you may seek from an agent if you prefer the personal touch. Other 
questions should include:

● Tell me about your style when it comes to working with 
buyers.

● How long does it generally take your clients to finally decide 
on a home?

● How will you judge what kind of home will meet my needs?
● How will you assist me in narrowing down my home choices, 

and in integrating my home search into my busy schedule?
● How do you help a buyer arrive at a decision on a home?
● How will you keep in contact with me during the home buy-

ing process, and how often?
● Could I have the contact information for three references?
● Do you have any questions for me?

That last question lets the agent find out more about your home buy-
ing goals and priorities, to see if it would be a good match between the 
two of you.

The agent you choose should be able to assure you of full and 
proper representation of your best interest from start to finish in the 
home buying process and should be able to give you some insight into 
the process as well. A confident agent is certainly preferred, as you 
need someone who is not afraid to show you houses until you find 
one you like and can afford, and can negotiate terms to your satisfac-
tion and draft a contract that will give you the best homeownership 
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opportunity according to your goals, budget, desired neighborhood, 
etc. An agent who will listen to you and understand your needs and 
objectives based on solid knowledge of available housing stock should 
be at the top of your list.

Also, make sure every agent you speak to is a bona fide 
REALTOR®—pronounced just like it looks, with no “A” in-between 
REAL and TOR, and not written in lower-case—which means they 
belong to the National Association of Realtors® (NAR) and a local as-
sociation as well. This will ensure you that they will abide by a set of 
ethical standards and receive ongoing comprehensive training to stay 
up on current industry trends and skills. To reassure every homebuyer 
of honest representation free of conflict of interest, every REALTOR® 
abides by the Code of Ethics and Standards of Practice of the National 
Association of Realtors®, found in its entirety here (https://www.
nar.realtor/about-nar/governing-documents/the-code-of-ethics).

Beyond strict adherence to the Code of Ethics, many agents will 
have other designations attesting to accomplishments in diverse 
specified areas of real estate. These designations signify commitment 
to the field and the client’s best interests. However, most people in 
the general public don’t know what those are, or they don’t factor in 
when choosing an agent.

Also, a genuine REALTOR® with a capital R (all caps, to be exact) 
will:

● give you information on the community you seek, including 
schools, zoning and local ordinances;

● advise you on good negotiating skills to land the best deal on a 
property;

● be abreast on the latest real estate laws and regulations;
● help you avoid delays or errors in the home buying process to 

keep you focused on your goals;
● refer you to a qualified mortgage lender and give you insight 

into different home financing recourses based on the informa-
tion about your income, savings and debt you share;
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● help you find unlisted properties that match your criteria;
● assist you in price negotiation based on knowledge of a prop-

erty’s value, its condition, and other considerations;
● refer you to a good, qualified home inspector once you have 

made an agreement on a property;
● help you mitigate risk in your home purchase, regarding long-

term investment, market performance in your neighborhood 
of choice, etc.;

● facilitate the closing process by being an intermediary and 
smoothing out any glitches.

Finally, trust your gut. We all have built-in intuitive qualities. If 
your gut is telling you something about a prospective agent, posi-
tive or negative, listen to it! (Be particularly wary of an agent that 
promises you the most money or the best deal; such a person may 
not be able to give you the support and protection you need along 
the way or may be an outright charlatan.) Remember, chemistry is 
key: you want to personally get along with your agent, feel com-
fortable with how your needs are understood, and receive the best 
service.

If you have doubts about a particular agent, move on to the next 
one. It’s a good idea to interview two to three brokers to find the one 
with the most pertinent skills, knowledge and experience for your 
situation, and, above all, the one with whom you can, again, create 
the best chemistry.

Once you find an agent you like, can trust, and feel good chemis-
try with, sign a buyer’s agency agreement (also called a buyer’s repre-
sentation agreement) with that broker. This agreement will formally 
authorize the agent to be the buyer’s official representative in the 
home buying process. This agreement binds the buyer’s commitment 
to working with a designated brokerage and agent, assures that per-
son or body of just compensation in the event of a sale, and prevents 
conflict of interest, e.g., dual agency on behalf of both the buyer and 
the seller.
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Pay attention to the difference between an exclusive buyer’s 
agency agreement and a non-exclusive one. An exclusive agreement 
commits a buyer to one agent only; a non-exclusive agreement lets 
the buyer involve other agents. Make sure you are confident that you 
can build trust with a particular agent before signing an exclusive 
agreement.
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Chapter Three:
How Are You Going 

To Pay For It?

Just as Dorothy learned the hard way on her yellow brick journey, 
that pot o’ gold over the rainbow called “home” can quickly tarnish—
or become leaden, for that matter—once you see how much “gold” you 
must pay for it.

Which means you may well need to stash up reserves of it in ad-
vance, in consideration of not only monthly mortgage and mortgage 
insurance payments, but also those other costs inevitably associ-
ated with homeownership, including (but not limited to) utilities, 
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maintenance, property taxes, homeowner’s insurance, and home-
owner association fees if any.

And remember: If you think renting is financially taxing, beware 
that the process of paying homeownership costs isn’t half of the piece 
of cake a monthly check to the landlord plus regular remittances to 
your energy, phone, Internet and cable TV providers are.

For one, your monthly mortgage payment typically has four parts: 
Principal, Interest, Taxes, and Insurance (PITI). The insurance itself 
comprises both property insurance and the private mortgage insur-
ance banks levy as protection against a loan default if a down payment 
of less than 20 percent is made on a home (unless a federal guarantor 
like the Federal Housing Administration [FHA], the Farmers Home 
Administration [FmHA], or the U.S. Department of Veterans Affairs 
[VA] guarantees the loan).

You can estimate a typical mortgage payment in your area with 
a mortgage calculator like this one (https://smartasset.com/mort-
gage/colorado-mortgage-calculator). Enter your desired sale price, 
down payment, interest rate and loan type, followed by the estimated 
property tax of your desired area, the annual homeowner’s and pri-
vate mortgage insurance rates, and an estimated monthly homeown-
ers association (HOA) fee to calculate the monthly payment you can 
expect to make on a mortgage. If you’re not sure what you can afford 
for a home, use a home affordability calculator (https://smartasset.
com/mortgage/how-much-house-can-i-afford) to get a ballpark figure 
on what you can handle.

Mortgage lenders recommend that monthly PITI payments 
amount to no more than 20-30% of your gross monthly income, and 
that a 15-year fixed-rate mortgage should be arranged for maximum 
cost-effectiveness. But bear in mind that total homeownership costs 
amount to much more than that. For one, PITI payments do not in-
clude heat, hot water and property/grounds maintenance the way 
some rental leases do. If you live in a condo or similar homeowners’ 
association (HOA), you will need to pay a monthly HOA fee to cover 
such expenses in addition to your PITI payments.
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If you live in a single-family, home maintenance will be even more 
complex, ongoing, and costly. You will need to spend money on out-
side and inside maintenance of the home. Also, don’t forget the cost 
spikes when you get a new car, when the baby arrives, when voters 
approve a property tax hike, etc., etc. As you can see, homeownership 
has a lot for you to watch out, and budget for.

The best way to begin to determine the financial shape you’re in 
for home buying is to figure your monthly income after taxes (based on 
your most recent tax returns) and itemize all of your current monthly 
expenses. These should run the full gamut from bare necessities to un-
necessary indulgences: rent or mortgage, utilities, groceries, clothing, 
medical/dental costs and insurances, child/daycare expenses, credit 
card debt payments, transportation (public transit and/or automobile 
expenses, including car loan payments), entertainment (cable TV, the-
ater, movies, etc.), any shopping sprees you may have taken, weekly 
coffees and lattes, dining out, vacations, magazine subscriptions, gym 
memberships, charitable donations…the list goes on. Brainstorm, 
brainstorm, brainstorm until you know the absolute total of what 
you’re spending each month.

Then subtract your estimated monthly expenses from your 
after-taxes monthly income to find out your “profit margin” of 
money left over after all of your expenses. This figure is the key de-
terminant of your overall financial capacity for homeownership at 
present.

As another important figure, here is the breakdown to determine 
what you can afford:

Monthly debt x 12 / annual gross income= Debt to income ra-
tio (DTI) 
Example: $2000 monthly debt x 12 / 75,000 gross income = 
32% DTI

This is the percentage of your monthly income necessary for you to 
pay all of your debts. This figure will be key in determining what 
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kind of mortgage you can be approved for, if at all. (See Appendix A for 
monthly budget worksheets you can use.)

For these are among the financial factors mortgage lenders con-
sider before approving a loan:

Annual gross income. All income including salary, child sup-
port, pensions, social security etc.

Front-end ratio. This is the percentage of your annual gross 
income you must earmark toward your monthly PITI payments. 
As mentioned above, a lender will likely aim for a mortgage with 
monthly payments not in excess of 25-30% of your gross monthly 
income.

Example: $75,000 AGI x .25 / 12 = $1562.50/month
Debt-to-income ratio (DTI), a.k.a. back-end ratio. As in the 

above formula, this is the total of all your annual debts (car loans, 
credit cards, mortgage, alimony, child support, etc.) divided by your 
annual gross income. Most lenders call for a DTI of not more than 36% 
for conventional loans, unless you have a significant down payment. 
For FHA loans, acceptable front-end DTI’s are 31% for housing debt and 
43% for total debt as of 2019. To see if the conventional loan payment 
fits comfortably into your DTI range using the 32% DTI, multiply 
your annual gross income by 0.32 and divide the result by 12. If, say, 
you make $75,000 per year, your maximum monthly debt payments 
should not be higher than $2000.

Down payment capacity. There are many loan programs out 
there with varying required down payments. Lenders generally like 
to see a down payment of no less than 20% of a home’s sales price on a 
conventional mortgage to avoid paying private mortgage insurance. If 
a loan is government-guaranteed, the minimum required down pay-
ment is 3.5% for an FHA-backed mortgage, but PMI is required for the 
life of that loan. If you are a veteran, you can get a loan with no re-
quired down payment (but you will have to pay a funding fee).

Credit score. A credit score of at least 720 is generally required 
for a good loan and the best interest rates. Get a credit check in ad-
vance to determine your score. If it’s lower, work toward paying down 



T H E  Y E L LOW  BR I C K  ROA D

21

more of your debt sooner, and always on time, even if you must delay 
your house-hunt to do so.

Which brings us to the best ways to financially prepare for home 
buying if you’re not quite ready for it:

Cut, cut, cut. Based on your itemization of your monthly ex-
penses, determine what you can comfortably part with. Consider 
those unread magazine subscriptions, that underutilized gym mem-
bership, those $5 lattes you can do without, that new car you don’t 
really need, that cable TV that adds little to your life, that fancy vaca-
tion you can do without, those charitable donations to lost causes etc.. 
Really, the “luxuries” in life.

Save, save, save. One way to save with the homebuying goal in 
mind is to put “practice” PITI payments into a savings account sepa-
rate from your current one. From the monthly mortgage payment cal-
culation you’ve made, subtract your monthly rental payment from 
that number and put as much of the rest as possible into that special 
account. That’s also a good way to accumulate funds toward a down 
payment, actual future mortgage payments, and emergency repairs. 
Also, get into the habit of saving at least 10% of every paycheck, side in-
come payment, Social Security or disability benefit check, alimony/
child support payment, etc., you receive. You’ll be surprised at how 
much it adds up.

Saving specifically toward a down payment is best, for it lets you 
take care of one home-buying hurdle at a time. It also demonstrates 
readiness for actual homeownership: it shows the lender that you 
have made the important sacrifices to save for a down payment, thus 
convinces her or him that you can manage the homeownership ex-
penses to follow, from monthly mortgage installments to property 
taxes to home repairs and maintenance.

Sell your stuff. Determine how much of that household clutter 
you can sell on Craigslist, eBay or at yard sales, or auction off through 
auction houses to raise additional homebuying funds.

Budget, budget, budget. Try to anticipate as many of your fu-
ture home expenses in advance as you can, based on the kind of home 
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you’re looking for. Decide just how much you really need in your first 
home, and whether the basics will be enough, without that palatial 
chef’s kitchen, patio with firepit, backyard pool, gazebo, sunroom, ex-
tra media room, billiard room, home gym, and all of those extraneous 
niceties that’ll boost the house’s selling price, and that you wouldn’t 
use enough to make them worthwhile investments.

Let your agent and lender assist you in making a sound decision 
that fits your needs and budget, once you’re financially ready to buy.
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Chapter Four:
The Hunt

After a long, hard hunt down the Yellow Brick Road and back home 
amid a profusion of arduous detours, Dorothy learned the hard way, 
“If I ever go looking for my heart’s desire again, I won’t look any fur-
ther than my own back yard.” Likewise, once you’re financially ready 
for your house hunt, your journey to the back yard that best fulfills 
your own heart’s desire (and especially your household needs and bud-
get) may be an arduous one indeed, unless you’ve done the math be-
forehand according to the guidelines in Chapter 3 and are reasonably 
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clear on what kind of price range and ancillary costs will suit both 
your budget and your long-term family living requirements.

Even if you are, you could still face another reality Dorothy 
learned the hard way: your journey could be just as stymied by exter-
nal conditions as internal ones—in this case, the state of the market as 
well as your financial state. So, you need to discern the best conditions 
in which to buy a home. They tend to be:

At the end or beginning of the year. Home prices generally 
tend to be lowest in December, January and February. Frantic family 
preparation for the holiday season and dealing with ice and snow con-
ditions tend to slow down sales, and new inventory often come from 
owners pressed to sell as soon as possible, hence more flexible about 
pricing and willing to negotiate to expedite the sale. Buyers tend 
to have an upper hand in a normal market at this time of the year. 
Nationwide, home prices are about 8.4% less in the winter months 
than in June, July and August, the hottest sales months, when it is 
favoring the seller, who can command higher prices because the de-
mand for housing is greater than the supply.

When interest rates fall. Given the Federal Reserve’s practice 
of raising mortgage interest rates to stabilize inflation and the overall 
economy, it’s important for homebuyers to keenly observe the path of 
interest rates to determine when they can get the best deal on their 
mortgages.

When home inventories rise. This creates more of a buyer’s 
market as the supply threatens to surpass the demand for housing, as 
well as a wider array of home choices and prices, and more negotiable 
situations as sellers try to dispose of their homes faster. Inventories 
tend to fall fastest in the summer, because buyers are eager to settle 
down into a new home before their kids start school, so that may not 
be the best time to buy. Recent data indicate that inventories are high-
est in May, as the crunch to finish the school year and prepare for sum-
mer vacation slows down sales, and sellers are eager to market their 
homes so they can move during the summer and be in a new place 
by the start of the new school year, among other factors. The winter 
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months have the lowest inventories, as the holidays and the cold tend 
to slow sales activity. But, as mentioned, price-bargaining is possible 
with sellers who must sell as soon as possible. Overall, when inven-
tory goes up, homes remain on the market for longer periods of time, 
hence are more negotiable pricewise.

When the economy is hot. Though a heated economy can 
produce higher interest rates, it also expands the volume of new 
construction and new listings from sellers eager to take advan-
tage of the economy, and it creates new jobs, hence more people 
with cash on hand to dip into homebuying, as well as pay off their 
debts, improve their credit, and get lower interest rates from their 
lenders.

Of course, the best time for you to buy a home also depends on 
when you need to move, if you’re closing a sale on your present prop-
erty at a certain date, if your lease is expiring on a particular date and 
can’t be renewed or would entail an exorbitant rent increase, if you 
want to time your move for when school starts, etc. It helps to plan a 
home purchase several months in advance so you can best coordinate 
your timetable with that of the market.

If both you and the economy are ready to take the homebuying 
plunge, it’s time for you to decide, with guidance from your agent, 
what kind of living situation you want: a single-family home, a con-
dominium unit, or a co-op unit. Each type of arrangement has its as-
sets and liabilities.

Single-family home. This is usually a freestanding, detached 
house situated on its own plot, or a home attached to another but au-
tonomous of it. This means you have total ownership of all aspects of 
your home, with no obligation to anyone else except your creditors, 
service providers, local tax boards, and possibly a HOA. The latter, of 
course, means you have total responsibility for all costs related to your 
house, from PITI to maintenance to snow removal to property taxes, 
which means multiple periodic payments to keep track of, budget for 
and keep up with every year. But the advantages of a single-family 
home include a larger yard that is all yours to landscape and garden 
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as you wish and invite people over for BBQs on whenever you like. If 
your home is freestanding, you needn’t worry about neighbors’ noise 
seeping through the walls or floors (your kids’ ruckus is another mat-
ter). You also get more storage space, more room for expansion on your 
private yard, and, yes, more of the privacy we all covet at least some of 
the time.

Condominiums and Townhomes. This is part of a homeown-
ers’ association (HOA) and can take the form of a residential unit in 
a multifamily building, one of several attached townhomes or units 
within townhomes in a row, or one of an aggregate of freestanding 
homes in a gated community. Condo units tend to cost less than sin-
gle-families, though they don’t leave you financially scot-free if your 
mortgage is all paid off; a monthly HOA fee is still required, which 
typically covers maintenance of common areas and amenities, grass-
mowing, snow removal, security personnel if any, water and sewer 
connections, and other matters of common interest to all HOA mem-
bers. But there is a tradeoff here: one monthly fee can take care of 
many matters you’d be responsible for as a single-family homeowner 
(including taxes in rare cases), hence lower maintenance costs overall, 
as HOA fees go into a financial reserve pool to be used whenever any 
of these measures are required. Also, a condominium can provide a 
sense of community you don’t get in a single-family, though you can’t 
choose your neighbors and may end up having to live next to people 
you’re in conflict with. So it’s best to meet with the members of an 
HOA you’re considering and ask them questions about how they get 
along, resolve conflicts, decide on maintenance issues, use and appro-
priate HOA fee funds, etc., to see if this is a community you want to 
make a long-term investment in. Another caveat is that you won’t 
have any yard with a condo and perhaps a small yard with a town-
home, so if a bigger yard is important to you, an attached home is not 
the answer.

Co-op unit. Short for “cooperative,” a co-op is owned by the resi-
dents collectively as a non-profit corporation. It constitutes what 
its full term suggests—residency in a cooperative situation you don’t 
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have any actual ownership of, but buy stock in, and in return receive 
the privilege of living in a reserved unit and using common areas and 
amenities specified in a proprietary lease that is conjunctive with 
the certificate of your stock in the co-op. (A condominium, by con-
trast, entitles you to ownership of your unit plus a share and use of 
the common spaces and amenities of the HOA development.) As a 
resident in a co-op, you are a voting member of its board—the equiva-
lent of membership on a board of stockholders—thus have an equal 
say to all other members on such issues as maintenance, monthly 
fees (yes, there are still those), and acceptance of new members. This 
lets you choose your neighbors, unlike in a condo, but it also means 
your own membership in the co-op must be approved by its board 
before you can move in, even if your lender has approved your mort-
gage. And the board must approve your unit’s buyer if you decide to 
sell your share of the co-op to move out. So, living in a co-op mandates 
more regular social interaction with your fellow members than in a 
condo, hence even less of the privacy single-family homeownership 
grants you.

Again, there are strong pros and cons to living in each type of 
housing. It may take several visits to numerous examples of each be-
fore you decide. Your decision should also be based on your present or 
future children’s needs. For instance, a single-family home yields a 
larger yard for them to play in, whereas a condo or co-op can give them 
more regular interaction with their neighbors.

Thinking about what you need vs. what you want in your new 
home may help you determine the type of property you want to oc-
cupy, as well as be mindful of your budget. Necessities may include a 
certain amount of bedrooms to meet your family growth goals, a com-
mon space for housewarming and entertaining, a separate home of-
fice if at least one member of your household does business at home, 
a garage for your car if street parking will be problematic, and enough 
storage space to accommodate your stuff.

What you need should also determine the location of your home: 
near a school so your kids can walk safely if busing to a faraway school 
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is too much for your budget, near a park, if you plan to live in a condo or 
co-op without a lawn or yard, near a library, if your household gets too 
noisy, etc. Also consider the crime rate of the neighborhood to make 
sure it’s safe for your whole family. A visit to the local police or sheriff 
can give you those statistics. Finally, research if the quality and repu-
tation of the public schools is up to your standards, if a private school 
is beyond your budget.

What you want in a home involves more of the luxuries and 
cosmetics that would be nice to have if you have the bucks. They 
may include a gas or woodburning fireplace as an old-fashioned fam-
ily gathering spot in the winter, a master bath with a soaking tub 
if that’s the way you want to dissolve away the day’s tensions, a 
home gym for working them off, an ensuite bath for each bedroom 
so your children can have privacy too, a media or rumpus room so 
they can watch TV, play video games or fool around remotely from 
you for peace and quiet’s sake, a large gourmet kitchen with granite 
counters to make your bastion of haute cuisine more presentable to 
guests as the social center of the house, a patio with a firepit for sum-
mer entertaining, a backyard pool for a neighborly splashorama… 
Yes, we all have our dream-home fantasies, but, again, watch that 
budget.

For sale by owner. Something else to watch out for: properties 
that are for sale by owner (FSBO), that is, sold independently by the 
seller without an agent. Sellers tend to pick the FSBO option to save 
brokers’ commissions, but that doesn’t mean FSBO properties are 
cheaper than brokered ones. For those sellers want to get and keep as 
much as they can for their properties, hence may be less willing to ne-
gotiate prices or accept low-ball offers.

So, it’s still advisable to work with an agent even when you’re 
considering FSBO properties. This will ensure that all paperwork 
is carried out properly and the seller isn’t cover anything up. Also, 
your agent can determine the property’s fair market value; without 
an agent, the seller may not have done market research and may be 
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overpricing the property. In addition, the seller may not want to pay 
your agent any commission, since no seller’s agent is involved. In that 
case, ask the seller if she or he will cover that commission. Or, better 
yet, make it part of your offer, after you and your agent determine a 
fair commission, so it will be paid at closing and not increase your buy-
ing costs. To aid in your house hunt, or for more details, visit www.
CastlePinesRealty.com.)
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Chapter Five:
You Found Your Dream 

Home, Now What?

Dorothy’s successes at reaching the Emerald City and getting 
through to the Wizard were not the be-all and end-all of her home 
quest. Nor will your arrival at your dream home be yours. In fact, 
successfully submitting your down payment is only the first of 
the multiple obstacles, speedbumps and holes you will need to 
surmount on your path toward your new front door. Your next 
hurdle is:
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The Purchase-and-Sale Agreement (P&S)
Although this form may be called a variety of names in the US such 

as Contract to Buy and Sell, Real Estate Sales Agreement, Contract 
for Sale and Purchase of Real Estate etc., we will use the term 
Purchase-and-Sale Agreement (P&S) here. The seller will receive this 
contract from the buyer outlining the offer. Depending on the state, 
earnest money may have to accompany the contract at the time of of-
fer, or within a set time period after the offer is accepted. Once signed 
by the buyer, the seller and their representative agents, the P&S binds 
both parties to the transaction of the property, contingent upon the 
meeting of all conditions specified in the contract. It varies from state 
to state but will likely include the house’s final sale price, earnest 
money deposit stipulations, dates and deadlines for various parts of 
the contract, the sale’s closing date and costs, information about the 
title insurance company chosen for the transaction, an agreement for 
the seller to provide the buyer with a title of ownership, and various 
contingencies: inspection, financing, title, appraisal, etc. The P&S may 
be annulled if certain contractual conditions are not met, e.g., the sale 
price is over the appraisal figure, or the home inspection reveals sig-
nificant problems beyond the buyer’s budget or preference.

It is mandatory for all Colorado buyers, sellers and agents to 
use the Colorado Real Estate Commission’s (CREC) Contract to Buy 
and Sell Residential Real Estate (https://drive.google.com/file/
d/1gDxeo6wRK0Cd9Dgg1JNzllm9t-cBYU7K/view). The Contract is 
subject to updates annually or bi-annually, as well as changes made by 
you and your agent to best suit your interests for a particular property. 
When going over the contract with your agent, pay close attention to 
the below sections. These sections only apply to Colorado’s P&S agree-
ment. Check your state for their own P&S agreements.

Section 2: Parties and Property. Pay special attention to where 
the buyer and seller decide what present household items (light fix-
tures, washer/dryer, TV screens, etc.) are to be included or excluded 
in the purchase. The agent can have input here to get the best deal 
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for the buyer, regarding those “extras” the buyer might want to come 
with the territory.

Section 3: Dates and Deadlines. These are the timeline dead-
lines for all phases of the transaction, to be finalized in consultation 
with your agent. Your agent can also help you manage that sched-
ule so that your rights and responsibilities are properly guarded, and 
above all, you meet all financial, negotiation, home inspection and 
other deadlines so as not to lose out on your home opportunity.

Section 4. Earnest Money. This is a deposit made to a third 
party, such as a title company, upon the signing of the P&S as an ad-
vance payment or in good faith, obligating both parties to that con-
tract—but not obligating the buyer to purchase the home. For that 
reason, earnest money is advisably held in an escrow account until 
the closing of the sale, at which point it defrays the buyer’s down pay-
ment and/or closing costs. The escrow holding lets the buyer reclaim 
the money if deciding not to purchase after all, if the price does not 
match the appraisal or the home inspection reveals critical problems, 
provided that the contract specifies these conditions. If the buyer 
simply has a change of heart about the property for contractually un-
binding reasons such as personal taste for another property, the ear-
nest money is usually forfeited, but it is always refunded if the seller 
decides not to sell after all.

Have your agent help you determine how much earnest money 
is to be written in the contract. The listing for the property will usu-
ally have the required earnest money fee displayed, however, it can be 
negotiated. A standard earnest money rate is 1-2% of the home’s sale 
price. For instance, a $500,000 home would entail an earnest money 
payment of $5,000-$10,000. But if there’s heavier buyer bidding for 
the property, or if the market is hot, it may behoove the buyer to offer 
as much as a 5-10% earnest money deposit—in this example, $25,000-
$50,000—to receive greater consideration from the seller. But don’t 
risk too much earnest money, lest you change your mind about buy-
ing the house and possibly forfeit such a big deposit.

Section 5: Financing Conditions and Obligations. These 
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specify the financial situations under which the P&S can proceed or 
be annulled. Focus on the loan review section, which lets the buyer 
terminate the P&S if the mortgage terms, “including its availability, 
payments, interest rate, terms, conditions, and cost,” are unsatisfac-
tory to the buyer, and get back the earnest money. Both buyer and 
seller should understand and agree on all financing, as well as dead-
lines for completion of financing steps, before applying the ink to 
the P&S.

Section 6: Appraisal Provisions. Lenders will balk at making 
a mortgage larger than the property’s actual value, for fear of a fore-
closure. So an appraisal from a third-party professional real estate 
appraiser of a home’s fair market value is key to advancing a mort-
gage, hence a sale. An appraisal below the seller’s price often forces a 
renegotiation or termination of the P&S. Your agent should work an 
appraisal provision or appraisal contingency clause into the contract 
that requires an evaluation of the property’s fair market value as a 
condition for purchase.

Section 7: Owners’ Association. If the buyer is purchasing a 
unit in a homeowners’ association (HOA) such as a condominium, a 
co-op or a gated community, this section gives that buyer the right to 
review all HOA documents before deciding whether to purchase or 
put stock into the unit. If the buyer finds the HOA policies unsatisfac-
tory, the P&S may be terminated.

Section 8: Title Insurance, Record Title and Off-Record 
Title. The conveyance of clear title from seller to buyer is key in a 
property transaction, as it formally legalizes your ownership of the 
property. This means either the buyer or the seller must select and 
hire a third-party title insurance company to supply a title insurance 
policy for the new owner; who makes the hire and pays for the ser-
vices must be decided between the buyer and seller and specified in 
the P&S. Title conveyance involves considerable paperwork, includ-
ing liens and easements, which can be complicated and confusing. 
The buyer’s agent can assist in this matter, and can also help the buyer 
conduct due diligence of all record and off-record title matters to find 
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any hidden issues in a property’s title that may be inconsistent with 
the contract and/or the information the seller provided about the 
property, hence could invalidate the P&S.

This is where title insurance comes into play. By purchasing title 
insurance, you are hiring the insurance company to research the 
property’s title history to see if any illegal or unethical ownership 
exchanges have occurred, if the property is affected by pending legal 
actions, and even if the seller doesn’t legally own the property. Thus, 
a title insurer confirms that the seller can legally sell the property, 
hence save you, the buyer, surprise costs down the road.

Section 10: Property Disclosure, Inspection, Indemnity, 
Insurability, Due Diligence, Buyer Disclosure and Source of 
Water. This section requires the seller to disclose any conditions and 
defects on the property that could entail costly remediation or could 
be hazardous, which would affect the buyer’s final purchasing deci-
sion. Conditions that must be disclosed include but are not limited to 
structural foundation weaknesses, roof and window leaks, mechani-
cal/utility liabilities including plumbing, heating and air condition-
ing, flooding and its cause, and any repairs that have been made to 
remediate any of these defects. Disclosures must be presented to the 
buyer. Although the Colorado Real Estate Commission has a standard 
form, it is not required to use that form.

The section also gives the buyer the right to hire a home inspec-
tor to survey and scrutinize the property, including its water/sewer 
line connection, and produce a detailed written report and checklist 
of inspection findings, which would be criteria in the buyer’s final de-
cision. After the inspection, the buyer may be able to ask the seller for 
a concession to make repairs, or to make actual repairs, but the agent 
can advise the buyer on what can be negotiated. Section 10 is also 
crucial regarding the presence of carbon monoxide (CO) alarms, lead-
based paint and methamphetamine on the property, as the following 
subsections emphasize:

Carbon monoxide alarms. Colorado law mandates CO alarms 
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for all dwellings with fire-places, fuel-fired heaters or similar appli-
ances, or attached garages, to alert residents of the presence of that 
deadly gas in their homes, especially given the many deaths from CO 
poisoning that have occurred right in the victims’ homes or garages. 
So, the seller must disclose to the buyer the presence of such an alarm 
in the property, and the buyer has the right to terminate the P&S if no 
alarms exist.

Lead-based paint. The U.S. Consumer Product Safety 
Commission banned the use of lead-based paint in all buildings in 
1978, due to its health hazards if children ingest fallen paint chips or 
if lead-paint dust is inhaled. Therefore, the Environmental Protection 
Agency (EPA) requires the seller of any property that had received a 
building permit before January 1, 1978, to provide the following docu-
ments to the buyer:

● An EPA-approved information pamphlet on identifying and 
controlling lead-based paint hazards titled Protect Your Family 
From Lead In Your Home (PDF).

● Any known information concerning the presence of lead-
based paint or lead-based paint hazards in the home or 
building.

● An attachment to the contract, or language inserted in the 
contract, that includes a “Lead Warning Statement” and 
confirms that the seller has complied with all notification 
requirements (Sample Seller’s Disclosure of Information 
[PDF])

● A 10-day period to conduct a paint inspection or risk assess-
ment for lead-based paint or lead-based paint hazards. Parties 
may mutually agree, in writing, to lengthen or shorten the 
time period for inspection. Homebuyers may waive this in-
spection opportunity. If you have a concern about possible 
lead-based paint, then get a lead inspection from a certified in-
spector before buying. (Source: EPA.gov)
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Methamphetamine Disclosure. Methamphetamine is a syn-
thetic substance used to treat narcolepsy and maintain a normal 
level of blood pressure and is also used unlawfully as a stimulant. It 
has faster and longer-lasting effects than amphetamine but can be 
more harmful. Colorado law requires a seller to disclose to the buyer 
any presence or use of methamphetamine on the property unless it 
has been remediated according to law. Furthermore, the buyer has 
the right to hire a hygienist to test the property for use of the drug 
and may terminate the P&S if the test reveals contamination with 
methamphetamine.

Section 15: Closing Costs, Closing Fees, Association Fees 
and Taxes. This is an agreement for the buyer and seller to pay their 
shares of requisite fees, according to what is agreed upon and included 
in the P&S. It’s important for the buyer to feel comfortable with all fees 
involved. Common closing costs, which your lender must disclose an 
estimate of upon granting your mortgage, include but are not limited 
to the appraisal fee, credit report, deed recording fees, home inspection 
fees, insurance and property tax escrow deposits, loan origination 
fees, notary fees, a private mortgage insurance premium, prorations 
(see below), a title insurance premium, etc.

Section 16: Prorations. This section specifies which expenses 
will be prorated to the date of the closing of the sale, which may in-
clude property taxes, HOA assessments or transfer fees, water and 
sewer charges, etc., depending on what your lender says. So be sure 
to clarify all prorations with your lender to avoid any surprises 
later.

Section 30: Additional Provisions. This is a flexible section to be 
filled out by the buyer and seller’s agents and/or attorneys, according to 
their specific needs and desires in a particular transaction. They could in-
clude certain repairs or allowance for repairs not yet specified in the P&S, 
an agreement by the seller to have the home professionally cleaned, an ap-
praisal provision, an escalation clause, or any extraordinary circumstances 
that would be reasonable cause to renegotiate or terminate the P&S.
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More About Escrow
Earnest money is held in escrow until closing or agreement an-

nulment and is managed by a third party, such as a title company, 
legal firm or real estate brokerage. (Note: Escrowed earnest money 
can earn interest, so a W-9 form must be filled out and filed with the 
IRS for the seller to receive that interest, or for the buyer to do so 
if the earnest money is refunded.) This third party is also enlisted 
to engineer the P&S and the actual property transfer, the monetary 
exchange involved in it, and any other documents pertinent to the 
sale, including the settlement statement and the buyer’s mortgage 
documents.

Once the P&S is finalized between buyer and seller, an escrow 
agreement is drafted that specifies each party’s contractual obliga-
tions, all monies deposited in escrow, and instructions regarding the 
escrow agent’s duties therewith. This is all done through the ser-
vices of an escrow agent, typically a title company, who impartially 
secures the property’s documents and monies in escrow and scruti-
nizes them to make sure they are meeting each party’s buying and 
selling terms.

Your Real Estate Agent’s Role
An escrow agent is not to be confused with your buyer’s agent. 

The escrow agent merely holds the property in trust during the final-
ization of its transaction and/or the resolution of any conflicts that 
may arise in the process, thus representing both buyer and seller. 
Your buyer’s agent, however, represents only you and advises you on 
every step of the property transaction to help you get the best deal for 
your investment. This includes counseling you on strategies for mak-
ing an offer on a property, determining the amount of earnest money 
to advance, crafting a P&S that shapes your dream home beyond its 
physical appearance, to make it truly work in your best interest, 
advice on negotiating P&S contract points with the seller, such as 
seller concessions and conditions under which you can change your 
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mind without forfeiting your earnest money, they will coordinate 
your transaction procedure, the inspection, the closing, furnish all 
documents involved, and explain everything to you. For the P&S is 
that crucial segment of your Yellow Brick Road that not simply leads 
you home again but gives you conditions and criteria for evaluating 
whether the path you chose is a safe one, or whether you should go 
another way.
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Chapter Six:
The Inspection

An inspection of Dorothy’s home revealed the cadaver of a witch be-
neath its tornado-upheaved foundations. The Coroner’s inspection of 
the Wicked Witch of the East confirmed her “most sincerely dead.” 
Toto’s inspection of the “man behind the curtain” unveiled a less great 
and powerful Oz than his initial façade had conveyed.

Likewise, a home inspection is bound to unearth a lot of undis-
closed, unnoticed truths about a prospective property. Some may 
be disillusioning enough to prompt reconsideration of the P&S or 
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renegotiation of it to include repairs, allowances for repairs, or a 
lower sale price. For that reason, it’s worthwhile to hire a certified 
home inspector to thoroughly survey, scrutinize and assess the 
property under contract to determine its structural and material 
condition, the ages of its appliances and utilities, and any needed 
repairs, reconstructions, rewiring, retrofitting and/or other 
upgrades.

Most of all, this comparatively small investment of $300-$600 
(even $1,000 for a big single-family is but a tiny fraction of your 
mortgage debt) will spare you the post-move-in sticker-shock of 
discovering a bug (or two or three or a houseful) in your structural 
or mechanical system that will make you a jitterbug when the re-
pair bill sends you through the roof. Real estate experts agree that 
you, the buyer, must pay for the home inspection, to maintain your 
control over its thoroughness and know what you may be purchas-
ing. The seller may try to cut corners and pay less for a less diligent 
inspector.

So how do you find a good home inspector? Begin by asking your 
agent to refer you to someone—two or three people, if possible—that 
she or he has worked with repeatedly, who is proven reliable in fer-
reting out the physical factors that make or break a sale. You could 
also ask people you know who have recently purchased a home to 
recommend inspectors. But for objectivity’s sake, be sure to read 
their Yelp, Google, Glassdoor and Angie’s List reviews to see how 
they’ve fared with homebuyers in general. And, for land’s sake, in-
terview them.

Yes, interview each of your prospective inspectors as thoroughly 
as you interviewed buyers’ agents, to see whom you’d feel most com-
fortable touring the place with for two to four hours (you should plan 
to be with your inspector the entire time to learn firsthand what and 
where the problems are) and getting feedback from. The Colorado 
Association of Realtors recommends asking home inspectors these 
questions:



T H E  Y E L LOW  BR I C K  ROA D

41

● How many home inspections have you conducted? (More 
than 100 is your best bet; it shows solid experience under their 
belt. But if none of your prospects broke a hundred, consider 
the higher-numbered ones over the two-timers.)

● How long have you been a home inspector? (Go for a minimum 
of two years, but the more, the merrier. Again, experience.)

● Tell me about your background. (Hands-on experience in con-
struction, electrical, plumbing or similar trades means they 
know their stuff about what they’ll be eyeballing.)

● What trade associations are you a member of? (National 
home inspection associations such as the American Society 
of Home Inspectors [ASHI], the National Institute of Building 
Inspectors [NIBI], and the International/National Association 
of Certified Home Inspectors [InterNACHI] are best for high 
professional standing. You can also find local home inspectors 
through their websites.)

● What kind of insurance do you have? (Make sure they have 
liability insurance for both your and their protection, as well 
as workman’s compensation, bonded insurance, and a clean 
criminal background check. After all, they’ll be entering your 
[potential] new home.)

● Will you provide a handwritten report, or a digital one? 
(Digital shows that the inspector is keeping up with the times 
and investing in the proper technology to make the reports 
more professional and current. Reports shouldn’t look like 
your grandpa’s scribbled ledgers.)

● How much will the service cost? (The home’s square footage 
typically drives the cost, from $300 for a modest-size unit to 
$1,000 or more for a mansion or multifamily. Anything below 
$300 should raise eyebrows, as it denotes amateurishness and/
or lack of investment in insurance, technology, professional as-
sociations, advanced business tools, and all the other creden-
tials the higher payment covers.)
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U.S. News & World Report recommends these questions:

● On what date will you submit the report? (This is key, because 
your agent will hold you to your inspection deadline. Some in-
spectors furnish the report the day of [if they have the digital 
technology to do so, such as laptops or iPads]; others will email 
it within a day or two.)

● Do you have a sample report I could read? (This will give you 
an idea of how detailed an inspector is, regarding breadth and 
depth of coverage of a home, how clearly the report is written 
and laid out, and how thorough the explanations of defects 
and recommendations for remediations are.)

● Do you inspect homes full-time, or part-time? (Go with full-
time, which means full commitment and dedication. Part-
time often means it’s done casually on the side for extra bucks, 
which is often reflected in hasty once-overs of properties and 
skimpy reports on the findings.)

● Do you do ancillary inspections, such as septic systems or 
foundations, and is there an extra fee for that? (This will let 
you know whether you need to hire a specialized inspector for 
an ancillary feature.)

● May I see copies of your license and insurance documents? 
(Home inspectors need to prove who they are, as you’re en-
trusting them to help you decide on your primary long-term 
investment.)

● What won’t be included in the inspection? (Snow-laden roofs, 
decks, driveways, patios and porches certainly won’t, but elim-
ination of too many items should raise red flags in your mind.)

As the final question suggests, a home inspection won’t include every 
last detail. For one, they can’t tell you what lurks within the walls or 
between the joists and floorboards. Nor can they account for every ter-
mite, ant or rodent. Nor can they discern major structural problems 
that cause, say, floor-sagging; that’s a structural engineer’s specialty. 
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Nor can they tell you how much particular repairs or replacements 
will cost. And they generally don’t inspect swimming pools, check for 
asbestos or lead paint, or take readings for radon gas unless that is a 
separate service they offer; specialists handle those areas. And don’t 
count on home inspectors to fix anything, no matter what their back-
ground is; that’s beyond the scope of their job.

But most of all, home inspectors can’t tell you whether you 
should purchase the property they’re surveying, and they certainly 
can’t estimate its market value. You need to trust your gut—as well as 
your agent—for that, though a fixer-upper can be a solid investment, 
depending on how much sweat equity you’re willing to put into it.

Here are just a few of the things you could hear from a home in-
spector, unsettling as the news may be:

● The foundation is cracked.
● The structure is sagging.
● These storm windows are 25 years old.
● The smoke alarm isn’t working.
● The Chimney is damaged
● The fireplace needs to be cleaned out
● The roof leaks here
● The roof was not installed correctly
● The garage isn’t well ventilated for CO
● The basement doesn’t meet code 
● The faucets leak
● The attic isn’t well ventilated.
● This toilet isn’t working properly.
● This sink isn’t draining properly.
● The Handrail is loose.
● There are rodent droppings here
● This wiring isn’t up to code
● These appliances are 20 years old
● The furnace needs to be replaced
● The AC is not working properly
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The list goes on—depending on the condition of the premises. The pho-
tos he or she takes can be good bargaining chips in the process of re-
negotiation with the seller, regarding repairs, repair allowances, price 
reduction, etc., showing living proof of the property’s flaws.

After the inspector submits the final report, discuss it with your 
agent and request an inspection objection, based on conditions you 
find inadequate and want the seller to remediate. Of course, your agent 
may judge each repair’s appropriateness, based on what the P&S states, 
whether the home was meant to be sold as is, how high or low in the 
market range the sale price is, etc. For instance, the seller of a priced-to-
sell-faster property may be less inclined to make or pay for repairs than 
the seller of a higher-end property. Also, the seller may be unwilling to 
bring a home up to code if it meets previous codes that are grandfathered.

The best way to get the most repairs done or allowed for is to specify 
them in the P&S beforehand. To that end, it would behoove you to be 
your own “home inspector” when you first view the property. Go be-
yond your awe at the beautiful architectural detail, clean lines, sunny 
spaces, etc., you see before you and do some fine-tooth-combing of the 
premises to spot as many problems or potential problems as you can. 
You could invite a friend or family member who knows something 
about building conditions to accompany you on your Yellow Brick Road 
through your potential dream home to notice any flaws you might miss.

This should be part of your pre-P&S due diligence period, which 
should also include spotting environmental hazards such as mold, 
mildew or radon (which home inspectors don’t always cover), locat-
ing a homeowner’s insurance provider, and determining the insur-
ance cost by the home’s vulnerability to flooding, tremors, hurricanes, 
tornados (listen up, Dorothy), etc., depending on the climate. Your title 
deed research should include the ownership history, which can tell 
you how the home has been maintained, whether it was foreclosed 
on or flipped, or why the seller is selling it based on condition consid-
erations. If these findings convince you to resume your Yellow Brick 
Road to seek another property, your own home inspection will have 
saved you considerable hassle and cost.
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Chapter Seven:
The Appraisal

The Wizard’s positive appraisal of the Scarecrow’s brain, the Tin 
Man’s heart and the Cowardly Lion’s courage may have been spot-on, 
but don’t count on such precision when it comes to property prices. 
It’s important to enlist a third-party real estate appraiser to conduct 
a professional appraisal of your choice home’s fair market value, or at 
least to determine a ballpark figure of what the seller can expect to 
receive from its sale through negotiation with the buyer in an open, 
competitive real estate market.
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This is how the appraisal protects both buyer and seller. It tests 
the legitimacy of a price to shield the buyer against being scalped by 
purchasing an overpriced property. It also helps a seller to determine 
whether it is the right time to sell a property, whether to wait for 
its home equity to mature or for the local market to improve before 
selling.

In fact, mortgage lenders usually require and order the appraisal 
of a property that interests a buyer before arranging a loan. They are 
hesitant to lend more money than the property is worth, lest the 
buyer default on the mortgage. So the buyer’s agent should include 
an appraisal provision, or appraisal contingency clause, in the P&S to 
require an appraisal of the property’s fair market value as a condition 
for its purchase, and to allow for termination of the contract if the ap-
praised value is markedly different from the sale price and the buyer 
finds the arrangement unsatisfactory.

Note: An appraisal is not to be confused with a competitive mar-
ket analysis (CMA), which an agent will determine, and is a price esti-
mate made from multiple listing service (MLS) data to help the seller 
decide on a price or the buyer determine the best offer strategy. Since 
a professional appraiser does not determine a CMA-based price, the 
lender certainly won’t arrange a mortgage based on that.

Nor, for that matter, will a lender accept a city or town property as-
sessment in lieu of an appraisal. The former is an overall valuation of 
a general area done for the purpose of levying property taxes, and does 
not reflect the specific, comparative value an appraiser makes based 
on current values of comparable properties.

Nor is an appraisal to be confused with a home inspection. Yes, the 
appraiser will conduct a thorough walk-through of the entire prem-
ises and make notes of all details relevant for comparison to similar 
homes to properly measure the value of this one. Details may include 
square footage of spaces, states of condition and repair, architectural 
details, types, grades and ages of materials and finishes used, types 
and ages of lighting fixtures and appliances, state of the paint job, 
etc. But the appraiser will not go as half as deep as an inspector will 
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in determining structural, mechanical and material flaws that call 
for repair or replacement. (However, the results of a home inspection 
could devalue the property below the appraiser’s valuation, regarding 
renegotiation of the price on the P&S agreement or outright cancella-
tion of the contract.)

As with a home inspector, the buyer is frequently responsible pay-
ing for the appraiser. After all, the buyer, not the seller, is the discrimi-
nating consumer, and the appraiser must act in the buyer’s interest, 
lest the seller hire a charlatan or “yes man” that will evaluate the 
price according to what the seller wants for the property or low-ball 
it to move it faster. In some areas, as Colorado does, the lender hires 
the appraiser to be sure the lender and appraiser are not connected in 
anyway.

The buyer or lender must make sure the appraiser is properly li-
censed by the state the target property is in and has completed all +the 
coursework and internship hours necessary to become an appraiser. 
They must also verify that the appraiser has no connection, financial 
or otherwise, to the lender, seller, agent, or anyone else taking part in 
the transaction. It helps to do independent research on local apprais-
ers—those most familiar with values in the market the particular 
property is in. You could ask local friends or relatives who have re-
cently bought property to recommend the appraisers they used but 
be sure to interview at least three appraisers to find one you can trust.

The cost of hiring an appraiser varies from state to state but gen-
erally falls in the $300-$900 range, like an average home inspector. 
Given this investment, make sure you interview each appraiser can-
didate as thoroughly as you interviewed your agent and home inspec-
tor, so you get your money’s worth. Your interview could include the 
following questions:

● What Appraiser Qualifications Board (AQB) standards 
have you met? (Research the AQB standards beforehand to 
find out more about what it takes to become an appraiser, 
so you can see how well your candidates match up to that. 
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A good resource to consult is The Real Property Appraiser 
Qualification Criteria, which can be obtained in PDF form 
on https://appraisalfoundation.sharefile.com/share/view/
scbea7640298440aa.)

● What kind of license do you have? (Again, check the AQB 
standards.)

● Are you full-time, or part-time? (Full-time is best. It means to-
tal dedication to and knowledge of one’s trade, as opposed to 
a side-income venture from a jack-of-all-trades, master-of-none 
who may be less thorough an appraiser than a full-time one.)

● How often do you keep abreast of current real estate market 
conditions and their impact on property values in this area? (A 
dedicated appraiser will keep constant watch on the market and 
will re-evaluate its property values at least every six months.)

● How long will the appraisal take? (While an appraisal isn’t 
likely to take as long as a home inspection, an appraiser who 
takes 1-3 hours to tour a property (depending on its size, con-
figuration, amount of detail, etc.) is your best bet regarding 
thoroughness and accuracy of valuation.)

● How will the final report be assembled and delivered? (The 
use of modern electronics such as a laptop or iPad, and delivery 
of the report by email, is preferred; it shows that the appraiser 
is keeping up with the times and has the good business and 
revenue to invest in the latest technology.)

The hire of your appraiser should be concurrent with your mortgage 
application, so that the appraisal can be conducted soon enough to 
expedite your application once the appraiser’s report is submitted. 
Appraiser reports tend to be very detailed and will typically include 
the following:

● The details about the subject property (the property being 
evaluated) that formed the basis for the price evaluation, plus 
comparisons of properties of similar types or descriptions.
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● An assessment of the area’s general real estate market.
● Specific conditions on the property that would adversely af-

fect its value: inadequate access or emergency egress, conceal-
ment by trees, hard for the letter-carrier to find, overgrown or 
weed-infested grounds, etc.

● Notes on noticeable flaws and disrepairs: a crumbling or slant-
ing foundation, façade or chimney damage, a cracked or raised 
path, etc. (These notes will not be extensively detailed; that’s a 
home inspector’s job.)

● An estimate of the time frame in which the property would 
likely be sold.

● An estimate of the fluctuation of local home values: whether 
they’re rising, steady or falling.

● A description of the home’s location and situation—standalone 
single-family, unit in a building, etc.—plus a general description 
of its immediate vicinity: the density of its neighborhood or 
street, whether it’s a city street or a country road, etc.

Appraisers arrive at their figures through one of three approaches:

● The sales comparison approach. This is the most commonly 
used approach. The value of a subject property is estimated 
based on those of similar properties (known in the appraiser’s 
world as comparables, or “comps”) that have sold locally, with 
value adjustments made based on such factors as time on the 
market, acreage and size of the subject property, the amenities 
it contains, etc.

● The cost approach, which is based on any known costs of 
building a property of a similar nature, regarding how much 
the subject property would cost to rebuild if, say, destroyed by 
fire. This approach is best used when the subject property has 
been newly constructed and no other similar properties are 
available. Cost information for the value appraisal is obtained 
from local property listings, public records, and as many 
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owners, sellers and real estate professionals the appraiser can 
glean information from. The appraiser calculates the value by 
subtracting value depreciations from the prevailing market 
value of the subject property’s immediate district.

● The income approach, in which the value of a property is as-
sessed based in part on the income it actually or potentially 
generates through rental. This value is known as the proper-
ty’s net operating income (NOI), which the appraiser usually 
calculates by subtracting collection/vacancy losses from the 
property’s gross potential income (GPI), then subtracting the 
property’s operating expenses.

The appraiser’s final report is submitted directly to the lender, who 
can show it to the buyer at his or her own discretion but generally does 
not show it to the seller. For the lender uses the report as a criterion for 
the decision on how much of a mortgage the buyer will receive—if any. 
A buyer’s loan application could be declined or delayed if:

● the appraisal price is considerably lower than the sales 
price;

● the property’s time on the market is estimated to be longer 
than the vicinity’s average; or

● it shares a private entry road with other properties, in which 
case you must submit a road maintenance agreement signed 
by all of those property owners verifying that the mainte-
nance of said road is shared by all concerned.

Of course, if you, the buyer, aren’t satisfied with the appraisal, you 
can ask the appraiser for a re-evaluation, provided you give factual 
evidence for one, such as the prices for recent sales of “comps.” But 
if that fails, you can certainly get a second opinion from another 
appraiser, though that will cost you more, and remember that ap-
praiser’s fees are nonrefundable if you decide to walk away from 
the P&S.
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Your best option may be a renegotiation of the price with the 
seller; a low appraisal can certainly be a good bargaining chip for that. 
If the seller refuses, though you’ll be out some money, best go back to 
the Yellow Brick Road and onto the next property.
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Chapter Eight:
The HOA

Munchkin land and the Merry Old Land of Oz may have been jolly 
good fun communities for Dorothy to end up in, but your decision 
to enter a homeowners’ association (HOA) could end up feeling like 
a winged monkey on your back if you don’t take appropriate precau-
tions before dropping your house there.

If you choose to live in a single-family detached home in newer 
neighborhoods, you will most likely be subject to an HOA. Your HOA 
may cover common community features such as a pool, trash pickup, 
water, association management, and common areas, but won’t cover 
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the insurance and exterior maintenance needed in attached units 
and the fee will be significantly less.

If you choose to buy a condominium or townhome, or espe-
cially if you invest in a co-op unit, your home is not your castle. 
In a condo, your actual homeownership is restricted to your own 
unit’s interior. With a townhome, it is your interior and the land it 
sits on, and in a co-op, you merely own those shares in the building 
corporation that pertain to your unit (see Chapter 4). In either case, 
all exterior walls and grounds, common halls and spaces, common 
amenities, and utilities when shared among the units are collec-
tive property, and the responsibility for their upkeep is shared by 
all HOA members. Furthermore, any changes you want to make 
to your unit are often subject to approval by the HOA governing 
board.

However, in a common interest development (CID), also known as 
Common Interest Community (CIC), you would have complete auton-
omy over, and responsibility for, the exterior and immediate grounds 
of your unit, which would generally take the form of a detached dwell-
ing or attached townhouse or rowhouse. Commonly shared amenities 
such as a swimming pool, tennis court, clubhouse, driveway from the 
street, parkland, and shared parking area are the responsibility of all 
HOA members together.

And that’s another thing: HOA membership is always a require-
ment for buying a unit in a condo, co-op or CID. Consequently, beyond 
your monthly mortgage, homeowner’s insurance, property tax and 
individual unit utility payments, you will need to pay a HOA fee for 
expenses of common interest to all HOA residents. Depending on the 
setup of the HOA, these expenses may include gas or oil heat and hot 
water, air conditioning, electricity, cable or satellite TV, Internet and 
Wi-Fi service, common-area maintenance such as grass-cutting and 
snow removal, trash and recycling disposal, concierge and doorman 
services, repairs of common areas/amenities or individual home exte-
riors, water and sewer connections, common insurance, and in some 
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cases, property taxes. Since the entire community is responsible for 
such expenses, all must contribute to them for the duration of their 
HOA residence beyond payoff of their individual mortgages.

In exchange for the HOA fee, you may receive lower maintenance 
and utility costs more conveniently paid in a monthly lump sum, as 
well as a more streamlined form of maintenance, than in a single-
family. Monthly HOA fees, which could range anywhere from $100 
for smaller units in lower-cost condo or co-op developments to $10,000 
and up for more luxurious (or gated) communities, are put into a fi-
nancial reserve fund for use whenever a particular payment for a 
paint job, pipe or wiring replacement, grass-mowing or snow removal, 
parking-lot paving, etc., is needed. Besides, condo units often cost less 
than single-family homes, particularly if they are smaller, simpler in 
design, and part of a multi-unit building.

Furthermore, a well-run HOA preserves your property’s long-term 
value by not only ensuring its maintenance but also regulating it, to 
keep you from doing anything damaging or distasteful to it that would 
devalue it, e.g., painting it a shocking color, plunking cars or macabre 
displays of body parts on its lawn, or letting your kids and their bud-
dies turn it into an Animal House. That is how the HOA’s jurisdiction 
guards your investment to your advantage as well as theirs.

Of course, that also means you kiss some of your privacy and 
“property rights” goodbye when you join an HOA. It is typically run 
by a governing board elected by the residents. The board reinforces its 
rules and regulations, collects fees, and decides how the financial re-
serve pool is to be used. Which means they reserve the right to charge 
residents special assessments beyond the fees for repairs the reserve 
fund won’t cover, and to levy fines on unit owners who fink out on 
their fees, damage common areas, and/or shirk the rules.

HOA rules and regulations are generally set down in a Declaration 
of Covenants, Conditions and Restrictions (CC&Rs). These may regu-
late the kinds of fences, porches, outdoor plants, exterior paint color, 
shutters, or even window curtains a unit is allowed. Penalties for 
breaching any of the CC&Rs could be as severe as placing a lien on a 
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unit, which would give the HOA the right to hold the unit in their pos-
session until the owner pays off all debts to the HOA. In extreme cases 
of debt, delinquencies, or threats to the well-being of the community 
or any of its members, the HOA could foreclose on the unit and evict 
its owner. (However, Colorado’s HOA laws stipulate that an HOA may 
foreclose on a unit only if fees are six months or more past due, and a 
foreclosure must be approved by a majority of the HOA board, not any 
outside party such as an attorney.)

Furthermore, periodic association meetings are held to discuss top-
ics of common concern such as fee-paid services, fee hikes to cover cost 
hikes, addition or subtraction of services, rentals of common areas for 
individual residents’ uses such as corporate board meetings and wed-
ding receptions, complaints about neighbors’ noise, or even planning 
community events such as birthday, holiday or Halloween parties. Yes, 
a good tradeoff for some sacrifice of self-rule is a more close-knit com-
munity of neighbors than on the street of a single-family, which can be 
isolating, especially when your overhead fence, hedge or wall goes up. 

Close-knit, that is, if the HOA members get along. Though the 
HOA is ideally a model for democracy and self-governance in a resi-
dential community, conflicts can arise beyond personal dislikes for 
one another’s personal habits, tastes and demeanors. The tension be-
tween your personal vision for your unit and the HOA’s communal 
restrictions on it knows no bounds and has led to litigation and out-
right expulsion from the community. Issues pitting individual and 
collective home improvement desires against each other have run the 
gamut from how high you can build your fence, what color you can 
paint your shutters, how many pets you can have in your unit, what 
kinds or sizes of vehicles you can station in your drive-way, how you 
can gussy up your lawn, etc., etc.

To be sure you can live comfortably within the parameters of an 
HOA’s CC&Rs, do the following before deciding to buy into an HOA:

1. If you plan to get an FHA loan, the very first thing to 
consider before you even put an offer on a unit in a common 
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interest community is to make sure the community is ap-
proved by FHA. This means that the community’s condition, 
finances, number of owner-occupied units, insurance, and 
whether there are pending lawsuits among other things, are 
to FHA standards. FHA will not issue a loan on a community 
that is not approved. To find out if the community you are con-
sidering is approved go to www. https://entp.hud.gov/idapp/
html/condlook.cfm and to see the list of FHA standards, go to 
the FHA’s website www.HUD.gov.

2. Speak to the HOA president, property manager, or one 
or more regular board meeting attendees, by phone 
or in person. This is a good opportunity to inquire whether 
specific changes you would like to make to your unit would 
likely be approved, what rules and regulations apply to such 
changes, and other concerns including:
a. For how long has the HOA been in existence?
b. How responsive has it been to residents’ concerns over 

the years?
c. Is the HOA pet-friendly?
d. How many pets could I have in my unit?
e. What types of plantings can go on my lawn/yard (if any)?
f. Would I have permission to remove any plantings I don’t 

want in my lawn/yard (if any)?
g. Can I have a handicapped-accessible ramp installed for 

my unit?
h. Could I have a housemate in my unit to defray mortgage 

payments and HOA fees?
i. Could I rent out or Airbnb my unit to an outsider if I’m 

vacationing or traveling for an extended period?
j. If I move before I sell my unit, could I rent out my unit 

until I sell it? (The last three questions will almost always 
be subject to HOA approval, as HOAs often feel uncomfort-
able letting strangers past their gates, so it’s always good to 
ask. Speaking of which…)
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3. Become familiar with all HOA rules and regula-
tions, and the fees, fines, liens and other penalties 
assessed. This step is a part of your P&S and can be a way 
out of your contract if you don’t agree. You can frequently 
find a copy of the CC&R’s online or your agent will get a 
copy of it for you. 

  Once you do, consider each item carefully to see if you agree 
with it, or at least can live with it.

4. Ask about fees, funds and figures. Of course, HOA fees 
vary among communities based on many factors. So be sure to 
ask the HOA president or another faithfully attending board 
member or review the CC&R’s thoroughly to find the answers. 
Here are some questions you should get answers to:
a. What services, products and projects do the fees cur-

rently cover? (They should include essential services such 
as repairs to individual homes and common areas, snow re-
moval, maintenance of the landscape if any, etc. Make sure 
fees cover services that are particularly important to you 
or would cost significant amounts in a single-family situa-
tion. Also remember to weigh the scope and particulars of 
services, products and projects covered by the dues against 
the dues themselves. For instance, higher dues may be 
worth it because of the breadth of services and amenities 
they cover, whereas lower dues may signify less coverage, 
thus leaving you with having to cover certain services out 
of pocket for your unit—not much of a saving there.)

b. What is the current amount in the HOA’s reserve fund? 
(This is important to know, as coverage for unexpected or 
disastrous situations is crucial. If the HOA member refuses 
to disclose the amount, ask the questions below.)

c. How frequent, and how much, have additional fees and 
assessments been?

d. What have the HOA expenditures been within the 
last few years? (These could include costs of repairs, 
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landscaping, painting, driveway repaving, and installation 
of a common amenity such as a pool.)

5. Request a copy of the HOA’s insurance declaration 
statement. This will let you know precisely what the HOA’s 
insurer covers on the property.

6. Consult at least the past year of HOA meeting minutes. 
These should include minutes of governing board meetings, 
which are usually once a month, and general membership 
meetings, which are often once or twice a year

7. Ascertain that a unit you’re targeting for purchase is 
up to snuff with HOA dues and assessments. The seller 
is responsible for these costs, but if the seller is behind, you may 
need to absorb these costs beyond the HOA fee, the mortgage 
payments and everything else.

8. Think about your own living needs and desires, as 
well as your own disposition. If you don’t like being told 
what you can and can’t do with your own property, you might 
reconsider HOA membership. However, as discussed, the sin-
gle-family alternative could mean higher and more frequent 
maintenance expenses and will certainly require total per-
sonal management over all of them, unlike the maintenance 
that is typically taken care of for you in exchange for the 
monthly fee at an HOA. Carefully weigh the pros and cons of 
each option.

9. If the HOA board confirms that your target unit has 
no HOA violations, try to incorporate that into your 
offer. This will shield you from having to pay for goofs made 
by former owners or anyone in the HOA. Your agent can help 
you with the negotiation process in this case.

Beyond the by-laws, talk to HOA residents who are not board 
members to learn what they think of the community, how everyone 
gets along, how efficient the maintenance is, any complaints they 
have, any lawsuits that have been filed, etc. That way you can get 
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a sense of how comfortable you would feel living with these people 
(and vice versa), since this community will be part of your long-term 
investment in your unit.

If you decide you like the HOA, remember that your membership 
there may be subject to governing board approval, especially in a co-op 
(see Chapter 4), as they’ll decide if they like you as much as you like 
them. So be prepared for the equivalent of the Wizard’s “go away” 
decree, but presenting yourself well, with excellent references from 
bosses, co-workers and landlords and a clean criminal background 
check, will increase your chances of coming to the end of your Yellow 
Brick Road at an HOA that looks like the Emerald City to you.
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Chapter Nine:
Termination of Contract

The Wizard’s attempt to renege on his contract to fulfill Dorothy & 
Co.’s requests if they brought him the Wicked Witch’s broomstick was 
foiled upon Toto’s exposure of his true identity. And it was Dorothy 
who reminded him twice to “keep your promises,” since they did, in-
deed, furnish the showpiece.

Likewise, a P&S needs pre-stated conditions for termination, to 
avoid belittling penalties or litigation for breach of the contractual 
promise to buy the home if you change your mind about it. Which 
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recalls a scene in another classic movie, The Paper Chase, in which 
Professor Kingsfield asks his contract law students, “Do you know the 
difference between a condition on a promise and a promise?” Simply 
put: A condition is an event or situation that could annul, limit, or 
mandate the fulfillment of a promise according to contract (“You 
agree to paint my apartment with white paint, provided [or ‘on the 
condition that’] I pay you $100” was Kingsfield’s example). A promise 
is an agreement for one party to do something for another party, and 
for that other party to do something for the first party in return (“I 
agree for $100 to paint your apartment with white paint,” Kingsfield 
exemplified) that is absolute if it has no conditions. The Wizard prom-
ised to grant Dorothy’s party a brain, a heart, a home, and the nerve 
in exchange for the witch’s broomstick. But since no conditions had 
been attached to this exchange before the broomstick was presented, 
that mutual promise was absolute. He breached the contract by reas-
sessing it after the party fulfilled their end of it.

You could do the same if your P&S lacks conditions for cancella-
tion. Common ones, as mentioned in previous chapters, pertain to in-
spection and appraisal results, the title search report, HOA rules, due 
diligence documents, sale of property contingencies, property insur-
ance, and loan conditions.

The Colorado Contract to Buy and Sell Real Estate (Residential) 
(https://drive.google.com/file/d/1gDxeo6wRK0Cd9Dgg1JNzllm9t-
cBYU7K/view) Contains those and other conditions, which call 
for the cancellation of the agreement and the return of the earnest 
money to the buyer if the buyer finds any of them unsatisfactory. But 
be sure to work with your agent to fill out the “Additional Terms and 
Conditions” sections with other conditions as needed, to protect your-
self against purchasing a pig in a poke or being stiffed by a straw man 
of a seller.

Home inspection results. If the home inspection report reveals un-
satisfactory conditions of the property, a carefully written P&S would 
call for renegotiation or termination of the contract (see Section 10.2, 
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“Inspection Objection,” in the Colorado Contract to Buy and Sell Real 
Estate). A thorough inspection report would list damaged or fractured 
items to be repaired or replace, hazardous conditions such as mold/
mildew, odors, pests or radon presence to be mitigated, evidence of 
something damaged and/or repaired during present or previous own-
erships, and conditions requiring further evaluation by a licensed pro-
fessional with expertise in said conditions.

After the inspection report is presented, the buyer should go over 
it with the agent to formulate a list of unsatisfactory conditions, based 
on health and safety standards (asbestos, mold, radon, etc.), building 
and fire code violations, any materials that were the subject of class 
action suits, and deferred maintenance. The listed items should be in 
descending order from most to least severe with proposed remedia-
tions for each, always taking current market conditions into account, 
as well as whether a remediation must be carried out by a licensed 
professional (plumber, electrician, etc.). From this, the agent creates 
a “Notice of Unsatisfactory Conditions” document with remediation 
recommendations, to be delivered to the seller with the home inspec-
tion report before the inspection objection deadline. (The estimated 
cost of each remediation should be considered, too.)

In renegotiating the P&S based on inspection results, show respect 
for the seller. After all, sellers often don’t have home inspectors’ eagle 
eyes and may have been living comfortably with some flaws. Also 
consider that they’re trying to get a decent return on their invest-
ments. So be reasonable before shoving a lot of problems in the seller’s 
face or proposing to terminate the contract. Your agent can help you 
decide what are reasonable repair requests to make.

Appraisal results. The appraiser’s report may prompt the buyer to 
terminate the P&S for one of two reasons: (1) the property appraises at 
a much lower value than the sales price and the seller won’t budge 
agreeably on it, or (2) the property appraises at a lower value and the 
buyer does not want to bring the additional cash to the table to make 
up for the difference in the appraisal and price. Of course, the victor in 
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price renegotiations is often determined by the state of the market—
whether it’s a buyer’s or a seller’s market—as well as how flexible the 
seller is with the price based on eagerness to move the property, deter-
mination to get as much as he or she can for it based on how much was 
invested in it over the years, etc.

So, for your protection, make sure the contract has an appraisal 
contingency that ensures the minimum amount at which the prop-
erty is valued, over or under which either party can terminate the 
contract and the buyer gets back the earnest money. Such a contin-
gency includes a deadline for the buyer to let the seller know of ap-
praisal report results and renegotiate or cancel the contract.

Title search report. Yes, any eyebrow-raising discrepancy in the 
property’s title history your title insurer unearths and declares in 
the search report is a strong case for termination of the P&S. Illegal 
ownership or transfers, flipping, foreclosure, liens, easements, and 
pending litigation against the owner can be unlocked by the Record 
Title Deadline with help from your title insurer, agent, and attorney 
if necessary.

And be sure to get your hands on all Record Title and Off-Record 
Title documents and statements available to make your scrutiny more 
thorough so you can present more credible evidence for termination of 
the contract if there’s cause to believe you’d be stuck holding the bag 
for redresses of any shenanigans along the property’s paper trail.

HOA considerations. Fortunately for buyers in the Colorado 
Contract to Buy and Sell (and perhaps other states-check your own) 
there is an Owners’ Association that allows the buyer to access all per-
tinent HOA documents and evaluate them before deciding whether to 
submit an HOA Document Objection that annuls the contract. Since 
an HOA’s rules and regulations are binding and not subject to negotia-
tion the way P&S agreements are, the buyer has a lot of leverage here.

The documents should include HOA financials and budgets, meet-
ing minutes (see Chapter 8), the bylaws, and the CC&Rs. Also ask for 
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the most recent study of the HOA’s reserve fund to learn about repairs 
made, their costs, whether loans were procured to make the repairs, 
and other expenditures that will help you decide whether you can af-
ford the HOA long-term. Look for these kinds of money issues in the 
meeting minutes, too. And thoroughly review the CC&Rs to learn 
things like what kinds of and how many pets you can have, whether 
you can rent or Airbnb your unit, how many friends your kids can 
have over in the clubhouse, how many vehicles you can have etc., 
etc., to decide what you could live with and what would drive you to 
drink.

Then, with your agent’s assistance, compile your complaints into 
a formal HOA Document Objection by deadline to terminate the 
contract.

Due diligence documents. Yes, be sure to get all available due dili-
gence documents from the seller during your due diligence period of 
quality control of the property. Home-buying facilitation service 
Amitree defines due diligence documents as “a set of disclosures in 
Colorado by a seller to a buyer that pertain to any leases, rental agree-
ments, tenancy, or other business arrangements set up with the prop-
erty.” They could include Airbnb contracts, business contracts and 
licenses to run businesses in the home, subleases handled by tenants, 
au pair residential agreements, or similar contracts permitting uses 
for the property beyond mere residence for the owner. They can also 
include blueprints, manuals and warranties.

All due diligence documents should be itemized in the P&S for the 
buyer to thoroughly review, and the Colorado Contract to Buy and Sell 
Real Estate allows the buyer to submit a Due Diligence Documents 
Objection by the assigned deadline as grounds for termination of the 
contract.

Sale of property contingency. This is a boon to the buyer but may 
be a bane to the seller, for it allows the buyer a designated time period 
in which to sell a present home to raise money to finance the new one. 
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That arrangement enables the buyer to terminate the P&S with no le-
gal ramifications if the currently owned home doesn’t move for the 
buyer’s desired price. This, of course, obligates the seller to refuse other 
offers while waiting to see if the buyer sells the existing property and 
closes on the sellers, but there is a tradeoff: the seller can cancel the 
contract if the buyer fails to sell the existing home within the speci-
fied time limit.

Property insurance contingency. As mentioned above, a home-
owner’s insurance policy is crucial—and required by mortgage lend-
ers—for the buyer to secure upon putting a property under agreement. 
And the more comprehensive a policy is, the better. Coverage should 
include destruction from fire, weather, burglary, vandalism and simi-
lar hazards; protection of personal property; and liability for injuries 
and accidental damage caused on the property.

Therefore, a contingency clause allowing the buyer to terminate 
the contract if unable to attend the desired homeowner’s insurance 
policy by the assigned deadline should be included in the contract. 
(There is such a clause [Section 10] in the Colorado Contract to Buy and 
Sell Real Estate, but the buyer should work with her or his agent to 
expand that clause to include as comprehensive insurance coverage 
as possible.)

Loan conditions. These are among the most important conditions 
for seeing a P&S through to closing, for, obviously, a buyer’s ability to 
purchase a home depends on success at obtaining the financing neces-
sary to do so. A financing contingency, a.k.a. a mortgage contingency, 
allows the buyer a certain amount of time to arrange the financing, 
through arranging a mortgage and possibly selling an existing prop-
erty under the sale of property contingency.

If sufficient financing cannot be obtained within said time frame, 
the buyer can either try to obtain an extension in writing from the 
seller or terminate the contract and receive the earnest money. For 
the latter, the buyer must supply a signed document that all efforts 
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were made to arrange the mortgage, accompanied by a copy of the 
rejection letter from the lender. But beware—contract termination 
based on a loan application rejection from a poor credit report could 
cause consternation for the seller, who may feel deceived by an un-
qualified buyer; this could frustrate the termination process.

If you decide to terminate the contract based on any of the above 
conditions and have presented credible, documented written evi-
dence that said conditions were unsatisfactory for purchasing the 
property, use a Notice to Terminate to formally legalize your action. 
Both you and your agent should sign it. Then get your walking papers, 
and get back on that Yellow Brick Road, remaining ever wary of false 
promises from bad wizards.
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Chapter Ten:
Closing and Beyond

“There’s no place like home” was the closing statement of Dorothy’s 
journey to Oz and the key to reopen her front door. If only it were 
that simple for homebuyers once they’re convinced they’ve found 
their dream home, settled enough condition and payment issues to 
vamoose the wolves at the door, and reached the end of their Yellow 
Brick Road at their very own front walk and steps.

Sorry, American dreamers—there’s more at the door. Especially…
Closing costs. Most mortgage lenders will urge you to set aside 
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2-4% of the purchase price for the closing costs you must pay by the 
close of a sale. These may include:

● Accumulated interest on your mortgage. Any interest that 
has accrued during the due diligence/quality control period 
must be paid up. (Remember, a fixed-rate mortgage reduces 
this cost.)

● Ancillary lender’s fees. These may include courier and legal 
charges.

● Appraisal fee
● Closing fee. Typically, the buyer will pay one-half and the 

seller one-half.
● Credit report obtainment fee
● Improvement location certificate fee. If your particular title 

commitment or lender requests this.
● Interest rate reduction fee. If you’ve negotiated a reduced 

interest rate with your lender, you will be charged this fee to 
compensate for some of the loss the lender must carry as a re-
sult of that bargain.

● Lender’s title policy
● Loan origination fee. The lender charges this for arranging, ap-

proving and financing the loan. The fee is typically 1% of the 
loan amount.

● Points. Mortgage “points” are additional fees due at closing in 
the event the lender offered the borrower a lower interest rate 
in exchange for upfront costs. 1 point is typically 1% of the loan.

● Recording fees. These are paid to the title company for record-
ing a Deed of Trust for your new home to confirm that you 
own the title to it.

● Special assessment charges. Akin to the “You are assessed for 
street repairs” Chance card you drew in Monopoly, these are 
fees levied by the property’s municipality outside of taxes for 
special public works projects. These charges are usually pro-
rated to closing. (This Chance card often bankrupts owners of 
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multiple houses and hotels in the game, but careful budgeting 
will spare you that calamity as a new homeowner.)

● Title insurance fee
● Two months’ advance HOA dues. These, of course, apply only 

if you’re buying a condo, co-op, CID unit or a single-family 
home located in an HOA.

At closing, you must present to your mortgage lender a cashier’s check 
for your share of all closing costs and down payment. So that you don’t 
go into sticker-shock about them when they fall due at closing, your 
lender will give you an advance estimate of as many of them as possi-
ble when you apply for your mortgage and when you are close to clos-
ing. Thus, you can financially prepare for their debit at closing over 
the due diligence/quality control period.

The Closing Disclosure. Real estate law mandates a formal 
closing statement called a Closing Disclosure or also known as a CD, 
a five-page document that confirms and legalizes the transfer of the 
title from seller to buyer. It must be given to you within three days of 
closing. The statement discloses all charges and credits that have been 
incurred by both buyer and seller over the duration of the sale process 
and itemizes all closing costs. (To see an example of a Borrower/Buyer 
CD, see Appendix C.) The statement’s items are categorized as debits 
(expenses) and credits (deposits or increases) to the buyer’s account, ac-
cording to the following sections:

● Loan Terms and Projected Payments which itemizes the 
price for which the buyer is purchasing the property, interest 
rate, payments and if there is any pre-payment penalty.

● Closing Costs which outlines each fee the buyer will have to 
pay.

● Other Costs, which specifies the prorations of taxes, HOA 
dues, prepaid interest, homeowner’s insurance, title insur-
ance, commissions which generally the seller pays, if there is a 
home warranty, and lender credits.
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● Calculating cash to close which outlines the total costs to 
close and how they are calculated.

● Loan Disclosures which outlines other information about 
the loan, total interest, total loan payments and contact 
information.

The Loan Estimate. Real estate law also mandates this form that 
lays out important information about your loan. It must be given to 
you within three days of applying for the loan.

Other forms. Yes, there’s more to be presented at closing, including, 
but not limited to:

● Correction Statement and Agreement. This is a binding con-
tract for the buyer and the seller to “correct and/or replace any 
closing document at the request of the other, or the Closing 
Representative, or Lender, that contains an error, inaccuracy, 
or has been lost, destroyed, or misplaced for any reason.” This 
assures a complete, accurate package of forms at closing.

● Flood Zone Statement and Authorization. This seller-signed 
form details the property’s flood zone status and requires the 
buyer to purchase flood insurance if the property is declared to 
be located in a flood zone.

● Name Affidavit of Buyer. This certifies that all signatures of all 
concerned parties are their true signatures and exactly match 
their signatures on all of the other documents. It protects both 
the buyer and the seller against forgery or someone signing in 
someone else’s place.

● Request for Extension of Loan Closing Date. This form is pre-
sented only if the buyer needs more time to secure the mort-
gage, with prior agreement with the seller.

● Extension of Loan Closing Date. This form authorizes the 
aforementioned extension of the deadline to finalize the 
loan.
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All of these forms are provided by the closing agent or title company.
Home warranty. Not to be confused with homeowner’s insur-

ance, which covers damage from major destructive forces such as 
fire, hail, vandalism, flooding, and Dorothy’s picker-upper. A home 
warranty, however, entitles the owner to discounted repairs to or re-
placements of the home’s main infrastructural elements, such as the 
boiler, the furnace, the air-conditioning system, pipes and wiring, and 
primary appliances such as washers, dryers, refrigerators, stoves, mi-
crowaves, water-heaters and backyard pools, through a contract with 
providers of these services. Sometimes sellers offer home warranties 
with the sale of their properties to increase the likelihood of a sale by 
ensuring that the buyer can buy it with confidence, assured that the 
utilities and appliances are well protected.

Warranties vary according to cost-to-coverage ratio, so it’s impor-
tant to carefully read all of a warranty’s terms and check to see if a 
home warranty company is properly licensed in

your new home’s state before applying your signature and putting 
any money down. A home warranty generally costs $300-$500 annu-
ally, varying according to the type of property that is warrantied, plus 
a $75-$125 service fee for a house call from a service provider.

Also, utilities and appliances have to be well maintained by 
the homeowner to be covered under a home warranty, and the 
owner may not be able to choose the brand or make of an appli-
ance replacement. Nor will a home warranty cover an appliance 
with an unexpired manufacturer’s warranty, and an appliance’s 
maintenance records may have to be furnished before it can be 
covered.

Given a home warranty’s limited coverage and added expense to 
your already bloating home budget, it might be a better idea to put 
monthly money in a reserve fund for emergency repairs to any of the 
utilities and amenities a home warranty covers. But if you feel safer 
with a home warranty, it’s best to ask your agent if she or he has any 
liaison with a home warrantor that would allow him or her to advo-
cate on your behalf in the case of a denied claim.
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REALTOR® performance. No, your relationship with your 
agent shouldn’t end with the closing of the sale. Not only can your 
agent support you in the case of a dispute with an insurer, warrantor 
or lender (most likely if the agent has a connection with, or referred 
you to, any of them), but you can show your gratitude by adding to 
those glowing reviews on Zillow, Yelp, Google, Glassdoor and Angie’s 
List that motivated you to hire that agent in the first place. You can 
also refer your agent to other people looking to buy, so they, too, can 
benefit from the equivalent of Glinda the Good Witch’s guidance and 
support of Dorothy all along her trying but triumphant trek down the 
Yellow Brick Road.
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Conclusion
Just as Dorothy could never have reached her dest ination at the end of 
the Yellow Brick Road without the brain of the Scarecrow, the heart 
of the Tin Man, the courage of the Lion, the intuition of Toto, and to 
a lesser degree the magic of Glinda, your homebuying journey will 
be all for naught without guidance from a trusty team of profession-
als: your mortgage lender, your appraiser, your home inspector, your 
homeowner’s and title insurers, your attorney if needed, and, most of 
all, your real estate agent.

Since your home purchase will probably be your most significant 
lifetime investment, you need someone who best understands all of 
the big and small steps of the transaction process, has worked with 
all of the types of professionals involved in it, has deep, comprehen-
sive knowledge of the real estate market of your desired location(s), 
and has negotiating leverage in the industry. That is your real estate 
agent—or, rather, your licensed, insured, NAR-certified REALTOR®.

To recap: As the National Association of REALTORS® can proudly 
say time and time again from hundreds of combined years of experi-
ence, licensure, continuing education, and adherence to a strict code 
of ethics, your REALTOR® will:

1. help you discern your purchasing ability, based on information 
you provide on your current income, debt and savings;

2. help you understand different financing alternatives and put 
you in touch with the most appropriate, qualified lender;

3. give you numerous resources to aid your house hunt, ranging 
from MLS listings to not widely advertised homes for sale;

4. furnish objective, learned information on each property 
of potential interest to you: the skinny on schools, zoning, 
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community assets and amenities, the local market, the prop-
erty’s future resale value, etc.;

5. aid in the process of negotiation with your lender for a work-
able payment plan and interest rate, the insurers for quality 
coverage at fair premiums, and the seller for price, repair allow-
ances, inclusions, exclusions and possession date;

6. refer you to experienced, licensed home inspectors and title 
insurers, arrange for you to study a preliminary report on 
your desired property’s title, and help you make a decision on 
whether to present formal objections to the seller based on in-
spector and title insurer report findings, and what to include 
in those objections;

7. conduct you through the complicated closing process in a way 
that streamlines it as best as possible for all concerned parties;

8. help you to prepare, expand and complete all necessary forms 
for the transaction, from the mortgage application to the pur-
chase-and-sale agreement to the settlement statement to all 
other forms to present at closing, so you get the fairest deal in 
exchange for your investment.

But remember, though your REALTOR® will be your guide, main-
stay and wingman to help you get those winged monkeys off your 
back so your homebuying process won’t bewitch you into jitterbug 
mode, he or she can’t do it all. As it took for Dorothy on her journey 
to Oz and homeward, it takes a team of experienced, licensed profes-
sionals to ease your rite of passage down your Yellow Brick Road to 
homeownership:

● the financial know-how of your mortgage lender, who can 
determine your homebuying ability based on your present 
income, savings, debt level and credit history and, if you 
qualify, arrange an appropriate mortgage based on your 
wherewithal, your target home’s appraised value, and cur-
rent interest rates;
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● the market insights of your appraiser, who can ascertain the 
true value of your coveted property, so you don’t get scalped by 
your seller;

● the eagle-eyes (and bloodhound nose) of your home inspector, 
who can find and report your dream home’s hidden liabilities 
and antiquities so you can reconsider its long-term value to 
you;

● the coverage knowledge of your homeowner’s and title insur-
ers, who can protect your chief asset from insurmountable 
damage repair expenses and legal wrangles;

● the legal expertise of your real estate attorney and tax accoun-
tant, if you feel the need for them to further smooth out your 
road home.

But beyond your posse of pros, it takes YOU to persevere down that 
road:

YOUR brain, to plan ahead with your house hunt, calculate your sav-
ings and expenses for it, interrogate candidates for your team of profes-
sionals, and adhere to deadlines for inspections, form submissions and 
payments.

YOUR heart, to keep your eyes on your heart’s desire—your future 
home—and envision yourself in possession of it to motivate you to 
keep going with the transaction process.

YOUR courage, to persist in the process, petition objections, and 
negotiate fair deals with your lender and seller.

YOUR intuition, to enable you to trust your gut about whether 
there’ll be good chemistry between you and a particular agent, how 
honest the seller is, and, above all, how good an investment a particu-
lar home will be for you.

YOUR magic… well, we won’t get into that. 

Dorothy had those very attributes her roadside companions sought 
from the Wizard—but had all along—which enabled her to complete 
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her journey there and back again. YOU must hold to them, too, to the 
extent that your hired professionals become the outward manifesta-
tion and execution of those qualities. That is how you will earn your 
final reward, in Dorothy’s words: “If I ever go looking for my heart’s de-
sire again, I won’t look any further than my own back yard. Because if 
it isn’t there, I never really lost it to begin with.”

Because, once you’ve found your front door and your back yard 
(unless, of course, it’s a unit in an HOA multifamily) and completed 
all financial, legal and paperwork technicalities with assistance from 
your hired hands, there truly will be no place like home.

Good luck on your journey down the Yellow Brick Road to buying a 
home! (For further information and tips, visit www.CastlePinesRealty.
com.) 
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Use this worksheet to see how much money you spend this month. Then, use this month’s 
information to help you plan next month’s budget. 

Some bills are monthly and some come less often. If you have an expense that does not occur every month, 
put it in the “Other expenses this month” category. 

MONTH YEAR 

My income this month
Income Monthly total
Paychecks (salary after taxes, benefits, and check cashing fees) $

Other income (after taxes) for example: child support $

Total monthly income $
Income

My expenses this month
Expenses Monthly total

Rent or mortgage $

Renter's insurance or homeowner's insurance $

Utilities (like electricity and gas) $

Internet, cable, and phones $

Other housing expenses (like property taxes) $

Groceries and household supplies $

Meals out $

Other food expenses $

Use this worksheet to see how much money you spend this month. Then, use this month’s informa-
tion to help you plan next month’s budget. 

Some bills are monthly and some come less often. If you have an expense that does not occur every 
month, put it in the “Other expenses this month” category. 

MONTH ___________________ YEAR _________ 

My income this month

Income Monthly total

Paychecks (salary after taxes, benefits, and check cashing fees) $

Other income (after taxes) for example: child support $

Total monthly income $

My expenses this month

H
O

U
SI

N
G

Expenses Monthly total

Rent or mortgage $

Renter’s insurance or homeowner’s insurance $

Utilities (like electricity and gas) $

Internet, cable, and phones $

Other housing expenses (like property taxes) $

FO
O

D

Groceries and household supplies $

Meals out $

Other food expenses $
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TR
A

N
SP

O
RT

A
TI

O
N

Public transportation and taxis $

Gas for car $

Parking and tolls $

Car maintenance (like oil changes) $

Car insurance $

Car loan $

Other transportation expenses $

Expenses Monthly total

H
EA

LT
H Medicine $

Health insurance $

Other health expenses (like doctors’ appointments and eyeglasses) $

PE
RS

O
N

A
LA

N
D

FA
M

IL
Y Child support $

Money given or sent to family $

Clothing and shoes $

Laundry $

Donations $

Entertainment (like movies and amusement parks) $

Other personal or family expenses (like beauty care) $

FI
N

A
N

CE

Fees for cashier’s checks and money transfers $

Prepaid cards and phone cards $

Bank or credit card fees $

Other fees $

O
TH

ER

School costs (like supplies, tuition, student loans) $

Other payments (like credit cards and savings) $

Other expenses this month $

Total monthly expenses $

Expenses

$  $ $

Income Expenses

Maybe your income is more than your expenses. You have money left to save or spend.

Maybe your expenses are more than your income. Look at your budget to find expenses to cut.

September 2012 | Federal Trade Commission | consumer.gov
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Public transportation and taxis $

Gas for car $

Parking and tolls $

Car maintenance (like oil changes) $

Car insurance $

Car loan $

Other transportation expenses $
Expenses Monthly total

Medicine $

Health insurance $

Other health expenses (like doctors' appointments and eyeglasses) $

Child care $

Child support $

Money given or sent to family $

Clothing and shoes $

Laundry $

Donations $

Entertainment (like movies and amusement parks) $

Other personal or family expenses (like beauty care) $

Fees for cashier's checks and money transfers $

Prepaid cards and phone cards $

Bank or credit card fees $

Other fees $

School costs (like supplies, tuition, student loans) $

Other payments (like credit cards and savings) $
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Appendix B: Colorado Contract to Buy and 
Sell Real Estate
Below is a link to the latest Colorado Contract to Buy and Sell Real 
Estate (Residential), which became mandatory for use by all licensed 
residential real estate agents and FSBO home sellers in Colorado on 
January 1, 2019, thus repealing the previous Contract. Following the 
March 7 passage of House Bill 19-1098 that amended Paragraph 13 of 
the Contract so that deeds to real property are “subject to statutory ex-
ceptions” such as property taxes for the present and subsequent fiscal 
years, it was re-mandated on July 7, 2019. Since the Contract is typi-
cally amended every two years, it is wise to check with the Colorado 
Real Estate Commission for the latest updates.

The Colorado Contract to Buy and Sell Real Estate 
(Residential): https://drive.google.com/file/d/1gDxeo6wRK0Cd9
Dgg1JNzllm9t-cBYU7K/view
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Appe ndix C: Closing Disclosure 
Example—Borrower/Buyer

Actual  costs may vary both with states and vendors

74

Actual costs may vary both with states and vendors
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