Buying A Home In Arizona

Before you set out to buy a home, you need to know about the process - what happens after you find a home that meets your requirements? This process is different in various regions or states. You may find the situation in Arizona to be quite different from your home area. By understanding the home buying process in Arizona you can avoid frustration, delays and legal consequences. After reading this report, you should plan to spend some time with your Realtor discussing the buying process and how you wish to proceed.

Representation
Arizona has enacted legislation that governs the relationships between real estate brokers and their clients. The most significant aspect of this legislation is that under the law, there is no correlation between compensation and representation. Thus, even though you are represented exclusively by a particular Realtor, the sole compensation for that representation can be derived from the sales commission on the property you buy (paid by Seller). This applies to new homes (in most cases) as well as resale homes. So it makes sense to establish an exclusive representation arrangement with your Realtor before you start looking for a home. Otherwise, you are subject to being represented by someone whose loyalties are split between you and the Seller. Before you start looking for homes, your Realtor should ask you to sign an Arizona Association of Realtors form entitled "Real Estate Agency Disclosure And Election." Signing this form will incur no obligation on your part, but it will influence the buying process.

    Loan Status Report

An LSR stands for Loan Status Report and is provided by your lender.  You will need this if you plan on financing your new home.  Per the most recent Arizona real estate contract, you cannot submit an offer without an LSR.  Before you begin your home search, you should start with your lender (I can provide you with some excellent lenders).  This way, you'll know exactly how much you're qualified to spend, and what your payments will be.

Disclosure Statements

During the home buying process, you will be required to sign a number of "disclosures." These include a "Real Estate Agency Disclosure And Election," a "Limited Dual Representation Agreement" (if you are being represented by the same real estate company as the Seller), a "Seller's Property Disclosure Statement," and a "Lead Paint Disclosure (if the home was built prior to 1978). Before you set out to buy a home, you should obtain a copy of these reports and discuss them with your Realtor. Each form has significant impact on the buying process.
The Purchase Contract
The Arizona Association of Realtors has published a standardized "Residential Resale Real Estate Purchase Contract and Receipt For Deposit." It is a nine-page form that is stuffed with fine print. Most of the fine print is intended to prevent unexpected problems and delays in the purchase process. You should plan to use this form - get a copy and review the terms with your Realtor before you start home shopping.

Earnest Money Deposit
The "Receipt For Deposit" part of Purchase Contract (described above) is used to receipt your earnest money deposit. Customarily, the deposit is anywhere from $500 to 10 percent of the purchase price. The larger the deposit, the stronger the offer, all other things being equal. The deposit should be in the form of a personal check payable to the escrow (title) company you plan to use. It will not be cashed until and unless the purchase contract is fully executed by Buyer and Seller and the escrow is opened.

Escrow
Arizona is an "escrow state," which means that an independent (escrow) agent handles administrative matters relating to the contract, collects and disperses money and records the deed. The escrow agent is part of an escrow company or office, either a private escrow company or a subsidiary of a title company. I recommend that you use a nationally recognized title company. Basically, you give your money to the escrow agent, the Seller gives an executed deed to the escrow agent, and the escrow agent handles all the details. This works well as long as the Buyer and Seller are both in agreement on what the escrow agent is supposed to do. Selection of escrow company is by mutual consent between Buyer and Seller. There are some nuances to this selection process that your Realtor should explain before you make an offer.

Inspections (Important)
The fine print of the standard Purchase Contract specifies that the Buyer shall have ten days after acceptance by Seller to complete any and all desired inspections. Further, it states that "Buyer waives any claim for an item warranted by Seller if Buyer becomes aware of such claim during the Inspection Period and does not notify the Seller in writing of such..." The contract further states that "If Buyer does not conduct or obtain such inspections, Buyer specifically releases Broker(s) of any liability for any defects in the Premises which could have been discovered by such inspections." PRETTY SERIOUS STUFF. Be sure you review all inspection requirements with your Realtor and that you know what inspections you want and when and by whom they will be performed before you get too far down the road. 

Inspections are an integral, and highly recommended phase of the buying process.  I help make this process go smoothly by focusing on the standard of practice which I have developed through experience and training. This is your opportunity to hire a qualified Home Inspector who will perform various inspections to determine the condition of your new home, and will help to ascertain whether any repairs are needed, as well as demonstrate the quality of your new home.  This is also when other important events take place. The Termite Inspection occurs during this time, and documents like the Seller’s Property Disclosure Statement, the Preliminary Title Commitments and Homeowner's Association Information are delivered for your review.

The General Inspection will identify defects and adverse conditions that exist in your new home and will make you aware of any additional inspections that may be needed, such as a roof inspection or a mold inspection.  The inspection report is quite detailed and will point out both major and minor defects.  Buyers are sometimes unnecessarily alarmed by the inspection report.  After the inspection is completed we will determine what repairs are needed and submit a written “Request for Repairs” to the Sellers.  This must be done within the 10-day inspection period unless otherwise agreed.  The Sellers have 5 days to respond to this request.  In most cases the Buyer and Seller can reach an agreement on what repairs will be made.
Cash Flow
Your first expense will most likely be the earnest money deposit (see above). If you are financing your purchase, the lender will probably require a check for the appraisal and possibly the credit report. The total of these two should be in the range of $300-$450, payable within a day or so after the contract is accepted. Next you will probably have to pay for any inspections you want. Home inspections usually run $200-$400 for the typical home. If you want a survey or special environmental inspections, you should get quotes and set up a "stand-by inspection schedule" before you sign a contract. This should be it for expenses until you close the escrow. But pay careful attention to the following discussions of loan costs and escrow costs. Or you will not be happy when you see the closing statement!

Loan Costs
Some lenders have a way of sneaking in all sorts of special charges. You should carefully evaluate all loan charges as well as interest rates before you select your lender. Also make sure that there are no "contingent charges" lurking in the woodwork. Keep in mind that some lender charges are negotiable. So if you find a lender with a very attractive rate but high loan costs, try to get them to be more competitive on loan costs. Also, the matter of who pays the loan costs - Buyer or Seller - is negotiable. For certain types of loans, certain costs must be paid by the Seller. From the Seller's standpoint, the bottom line is generally what counts. So if you expect the Seller to pay loan costs, the price will probably have to be higher than if you pay them. You should strategize this issue with your Realtor before making an offer. Finally, the lender will determine what you have to pay into escrow in the form of prepaid interest, taxes and insurance ("prepaids"). These "prepaids" are determined by the terms of the loan and the closing date. Since you have some control over the closing date, you can influence the amount of these "prepaids." Be sure to discuss these items with your Realtor before you sign a contract.

Representation
The title insurance policy is customarily paid for by the Seller. If you are financing your purchase, however, you will be required to buy a "Lender's Policy." Typical cost is about $450 for a $200,000 loan. You will also be required to share the Escrow Service Fee with the Seller. For example, your share for a $250,000 home would be about $225. And then you can expect some minor fees for such things as recording, wire transfer, document delivery, etc. - should be no more than $100.

Miscellaneous Costs
There are a number of "traps" hidden in that nine page Purchase Contract we previously discussed. Some of them pertain to who pays what costs - property assessments (line 135), condominium homeowner's association assessments (line 161), transfer fees (line 163), other homeowner inspection or certification fees (line 164), home warranty (line 178), wood infestation report (line 209), and repair of waste disposal systems (line 263), not to mention various loan costs. Review these items carefully with your Realtor before making the offer, and plan accordingly. Whatever you agree to pay will be due just prior to the closing.

Trial Closing
Just prior to escrow closing (one or two days), the escrow agent will prepare a Preliminary Settlement Statement that will specify all the various charges and arrive at a final figure as to how much money you must pay (cashier's check or bank wire) to close. If you have been kept abreast of all the issues outlined above, you will not be shocked - otherwise, you might be! You and your Realtor should check these figures carefully - escrow officers are human and contracts are subject to interpretation. One of your Realtor's primary missions is to ensure that no contract term is vague or gives rise to misinterpretation or misunderstanding. Don't wait for the trial closing to think about issues that will cost you money!

Final Walkthrough
The final walkthrough is done a day or so before the closing. Its purpose is to ensure that any work required by the Seller has been done and that the property is in the same condition as when you contracted to buy it - no fair coming up with new squawks!

Timing The Closing
In Arizona, the closing is pretty much a non-event. It simply amounts to the recording of the deed. Once that happens, you get the keys to your dream home, and the Seller and everybody else gets the money. One thing is certain, however - the escrow will not close until you have paid in the right amount of money. Be sure you are satisfied with the whole deal before paying that money, because once you do, you have bought the farm (so to speak)! If something was supposed to be fixed by the Seller and he hasn't done it, hold back on closing until the repairs are finished. Or, if you must move in, have the escrow agent hold back funds to guarantee the work is done. Keep in mind, however, that in Arizona, failure to make the timely payment to escrow without cause constitutes default, and according to the fine print in the contract, the Seller can cancel the contract without notice.

AND THAT'S ALL THERE IS TO IT! 

Well, almost. If you would like to research this subject further, you should view the Arizona Association of Realtors' Buyer Advisory. It is full of valuable advice and links to other Buyer resources available on my website robinfink.com and click on links.

You can depend on me to: 
· Guide you through the financial aspects of purchasing including estimating your budget, obtaining credit reports, and explaining the various forms of financing available to meet your needs. 

· Provide you with an accurate estimate of the total cash required to buy your home. 

· Familiarize you with the neighborhoods that exemplify your dream home. 

· Show you homes that meet your tastes regardless of the listing company (your interests count more than mine.) 

· Explain in full detail all documents and procedures pertaining to making an offer on your new home. 

· Protect your interests by assisting in inspections, warranties, and insurance (this is important.) 

· Accompany you in the final walk through of your home. 

· Attend the escrow and final closing appointment with you and answer any questions you may have. 

· Ensure you are completely satisfied with your new home and that your dream came true. 
