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Funds Necessary to Buy a Home After Contract 

Acceptance and At Close of Escrow- Understanding 
THE MATH 

Costs Incurred Before Close of Escrow: 
 
Purchase Price:                    $230,000       $260,000      $300,000       $500,000 
  
Earnest Money Deposit:             1500              2000            3000              5000 
Home Inspection:                         400                450              500                 600 

Appraisal:                                      500                500              600                 600 
                                                      2400              2950           4100               5200 
 
Other Inspections Prior to End of 10 Day Inspection Period:  

Electrical, Engineer  for 

Roof, Plumbing, Septic 

Tank, Domestic Water  Well,  

And Others.  

 

Costs At Close of Escrow:  
  
Remainder of Down Payment:   6550           7100           12000          45000 
Closing Costs                                 6210           7020             6495            8500 
 
Amount Needed To Close:       12760         14120           18495           53500 
Seller Concessions                      -3000          -3000            

Down Payment Grant                -8050        

 
FINAL AMOUNT  Needed  
to Close                                     1710.00       11120            18495           53500 
 
Total  Investment:                     4110.00       14070            22595           55500 
Total Investment Includes Earnest Deposit, Home Inspection, Appraisal,  

Remainder of Down Payment, and Closing Costs.   

** Closing Costs on the $230K and $260K are based on 2.7% and are FHA loans based on  

     3.5% down. The $300K home is based on 5% down and the $500K home is at 10% down. 

Both are Conventional loans and Closing costs are directly from the First American Cost  

First App 

** Appraisal and home inspection costs will vary based on the size of the home 

** Earnest  Money deposit is generally 1% of the purchase price 

 
   
                                    



How To Create $70K or More Equity in 5 

Years and Buy a Home!  (DOWN 

PAYMENT ASSISTANCE AVAILABLE) 

 

     OWN                  VS.                 RENT 

Sales Price                                                                $250,000 
Average Rental Price on a $250K Home                 $1,500  (estimated) 
Rent Payments in 1 Year at $1500 a Month          $18,000  (YOU WILL PAY 

ANYWAY) 
Rent Payments in 5 Years at $1500 a Month    $90,000.00 (YOU WILL PAY 
ANYWAY) 
Amount Paid in Principal in 5 Years                   $18,077.00  ($90,000 x 20%) 
Appreciation  in 5 Years at 5% Per Year           $53,876.56 
***The Principal  Reduction and Amortization Schedule was calculated 
 from using Bank Rate.com.  
 Appreciation is calculated from taking $250,000 and multiplying it by 
 1.05 each year for 5 years for a 5% compounded rate*** 

 Doesn’t it make sense to get nearly 20% of your Rent payments back to you 
($18,077/ $90,000) and gain nearly $54,000 in Appreciation which would  
equal  just around $72,000 TOTAL?  

GET PRE-QUALIFIED OR AT LEAST KNOW WHERE YOU STAND  

NOW!!   

Disclaimer:  These 
numbers of 
appreciation can vary 
as much as the market 
at any time can 
change, prices can 
continue to climb or go 
down. 

Eric Merritt, 

Realtor 
Cell: 480.999.6061 

Email: emerritt @ 

hsmove.com 



 

IS BUYING A HOME REALLY THAT FAR OUT OF REACH? 

BUYING A HOME  ON A DOWN PAYMENT ASSISTANCE 
GRANT VS.  RENTING   INITIAL MOVING IN COSTS ---      

2-2021 - COMPARISON OF TOTAL MOVING IN 

EXPENDITURES 
     

                                   RENTING MOVE-IN                   PURCHASE MOVE-IN 

Example Sales Price                   $260,000                     $260,000.00 
3.5% Down Payment                    N/A                           $9100.00  

Loan Amount 96.5% LTV               N/A                           $250,900 

w/ Up Front MIP Charge  of 1.75%                                $255,290.75 

Monthly Payment                    $1500.00                        $1592.42 (3.50 int %) 

Security Deposit                       $1500.00                              N/A 

Pet Deposit                                 $300.00                              N/A 

Credit Check                               $40.00                              N/A 

Closing Costs   

    (2.5% of Sales Price)               (N/A)                            $6500.00 

Cleaning Deposit                     $250.00                                  N/A     

Prepaids                                        N/A                             $2520.35            

_________________________________________________________________ 

Total Move-In Cost                   3590.00                          $15,680.35 

(Down Payment + Closing Costs for Purchase)                                               

DOWN PAYMENT ASSISTANCE GRANT     N/A             -  $9100.00 

SELLER CONCESSIONS OF $260K               N/A             -  $3,000.00    

 

TOTAL MOVE-IN NEEDED AFTER D.P.A.                                              

GRANT AND SELLER CONCESSIONS                               $3580.35  

     

TOTAL MOVE-IN NEEDED AFTER D.P.A.                                              
GRANT AND SELLER CONCESSIONS      

                                        $3,590                $3580.35        

 *** ($10.35) LESS BUYING THAN RENTING WITH $3,000 IN    

       SELLER CONCESSIONS *** 



Monthly Payment and Closing Costs on a 

$260K Home with Down Payment 

Assistance vs. Your Own Down Payment 

                      Down Pymt Asst         Your 3.5% Down Pymt 

Sales Price              $260,000                      $260,000 
Interest Rate                3.50%                           2.75% 

Monthly Pymt         $1592.42                      $1488.25 

Principal                  $1146.37                      $1042.20 

Taxes                         $133.33                        $133.33 

Insurance                   $65.00                          $65.00 

MIP                            $177.72                        $177.72 
HOA Fees                   $70.00                          $70.00 

Closing Costs         $6500.00                      $6500.00 

** Difference in Payment is $104.17 a month on a D.P.A.  
     Loan vs. Having Your Own Down Payment 
** Payments include a $70 Monthly HOA and Property  Taxes 
    of $1600 a Year 

** Debt to Income Ratios will rise slightly with a D.P.A. Loan 
** A Down Payment Assistance loan is a GREAT WAY 
    to leverage and build equity for a First Time Home-Buyer 
** Seller Concessions can be used to lower Closing Costs 
    i.e.: A $3,000 seller concession would lower the Closing  
            costs to $3500.00 less for the Buyer. In many cases,  
            your Out-of-Pocket expense at closing could be lower   
            than $2500 or less after Earnest deposit, is credited  

            towards closing costs. 
** Some Down Payment Assistance programs have the 3.5%  
DPA gift forgivable after the first 3 years and if SOLD during the 
first 3 years. ***OR not forgivable meaning the ENTIRE GRANT 
would have to be paid back if your home was sold in ANYTIME  
under the first 3 years***    CHECK WITH YOUR LENDER!! 



CALL ERIC TODAY AT (480) 999-6061 TO SEE ONE OF OUR 

LENDERS TO GET YOU PRE-QUALIFIED AND PRE-
APPROVED THAT CAN GET YOU INTO A DOWN PAYMENT 

ASSISTANCE GRANT!! 
 

Disclaimers: 

(Payments on this example are based on 3.50% and 

2.75% interest Rate, 30 year Fixed, FHA loan) (Monthly 
Payment includes P & I, Hazard Insurance, $70 a Month 

HOA, Municipal Tax, and PMI) Payments are figured out 

w/ First American Title App) 

 

 **Actual APR is a little higher than the interest because    

     of the up front MIP Charge** 
 **FHA Loans have an upfront 1.75% MIP Charge and  

    that increases the beginning loan amount** 

 

***In markets where FHA loan territory of purchase price 

under $325K, keep in mind that there are no guarantees 

of any selling concessions.  Consult with your loan 
officer.*** 

 
***INTEREST RATES ARE SUBJECT TO CHANGE AT ANY TIME AND ARE FROM  
     2-1-2021*** 

         

  

  



Thinking of Going The New Home 

Builder Route Due to Varying Reasons? 

There are several reasons of wanting to buy a new home 
instead of a resale. Some of them are listed below: 
  -  Due to our SUPER LOW inventory in our Metro Phoenix  
      market, it seems like an easier way to get into a home 

  -  Don’t have to deal with getting outbid over and over  
     again on homes (We have heard of homes even in the  
     $400K price range receiving over 40 offers!!) 
  -  Most builders will write up a contract for you on a first  
     come/first serve basis (some do use the lottery system  
     though) 
  -  Today’s new homes usually have all of the upgrades  
     keeping up with the current design trends of the  
     2020’s such as these examples: 

        - 42” Kitchen cabinets 
        - Farmer’s 60/40 sinks with elongated kitchen faucet 
        - 20” x 20” tile, 6” x 24” Wood tile, or 24”x 48” tile 
        - Shower design of entering in from the side, not from  
          straight ahead for a nice, large Walk-In shower with  
          a bench and for a potential Rainhead faucet 
        - Satin or (Brushed) Nickel door handles and hinges 
        - 4 ½” to 7” inch Baseboards vs. 2 ½” Baseboards 
        - LED Can lights vs. Halogen Can lights and different  

          types of light fixtures or chandeliers 
    -  You will benefit of having REPRESENTATION  with a  
       Realtor vs. a New Home Builder agent that works for  
       the Builder 
    -  I have just spent almost $100K in updating our 13 year  
       old home built in 2008 in NE Mesa. We do have  
       experience of updating keeping up with today’s  
       Current Design trends and we can assist you in that  

      based on the price range of your new home and  
      what you are qualified for. 
   -  We will be with you well beyond your “first visit” to your  
      desired New Home Builder 
   -  We will consult with the New Home Builder’s loan officer  
      to follow  up with them on your loan status and explore  
     their loan products or assistance towards closing costs if  
     applicable 

 

 



Reasons to Be Represented By A Realtor 

When Going to New Build Home 

Construction 
1. Not all New Builds are listed in the MLS 
2. We find the New Builds and know the reputation of the  
    Builders  (Home Warranty, standard features, cost of  

    options, Earnest Money Deposit required, their build times ,  
    etc.) 
3. Realtor can assist in the negotiations of certain options and  
    even lot premiums, and the Elevation of the home. Some  
    elevations have a surcharge over the standard elevation 
4. We have a fiduciary responsibility to you our client so you  
    have representation. The sales agents of a builder 
    represent the builder. 
5. We explain the legal terms of a contract and make sure  

    that the correct options are included in the contract.  
6. A Realtor such as ourselves will help you make the best  
    choices of options  (Interior and Structural) to keep up with  
    current design trends and to make sure it will have good  
    future  resale value.  (Baseboards, Kitchen cabinets, sinks,  
    flooring, light fixtures, shower designs, countertops, etc.) 
     a. We have experience in knowing what upgrades cost  
          materials and labor  
     b. We have our vendors that can do upgrades at good  

          quality and cost 
     c. Some options from the builder can be very inexpensive  
         to upgrade while others could be overpriced 
7. Find out the restrictions of an HOA and what they will allow  
    you to build or store on your property BEFORE entering a  
    contract. 
8. Realtors that work  with new home builders  will often know  
    of the lenders’ financing options. For example, if you use  

    their lender, they will give you $6000 towards closing costs  
    or they may have other loan products that can help with  
    financing your new home.  
 9. We will stay in contact with the lender (Builder’s or our  
     preferred lenders) to make sure everything is going to plan. 
10. You will not be alone in the process of purchasing a New Build  
      and we will be with you with the Home Inspection and Close  
      of Escrow.  



Wanting to Build from Scratch? 

Land Lots, Custom Build New 

Construction, and Financing 
-  There are many custom new home  
   builders throughout the Phoenix area. 
-  Some will allow  you to buy a land lot  
   and then find a general contractor or  
   a builder to build your desired home on it.  
-  There are new home builders that only  
   build on the lots they own. If you are in  
   need of a wide enough lot to build a  
   RV Garage, then they have to specify  

   which lots will accommodate them 
-  There are a few lenders that will  
   finance a land lot but it is usually 20- 
   25% down (If wanting to start from scratch) 
-  If you have secured the land lot, then that  
   same lender can bridge a construction loan  
   and you will need to make the construction  
   loan payments and a deposit down upon completion. 
-  To get these types of loans, you generally  

   need at least a 680 credit score  
-  Once home is completed, the lender will sell  
   the construction and the land lot loans to  
   one lender together as in any normal new build  
-  Expect a minimum of 6 months to 1 year to  
   complete  Start to Finish 
-  Going to a traditional builder in a new subdivision, 
   expect to add 20 to 30% in option upgrades from the base price 

-  DO NOT go directly to the builder without us FIRST  because we  
   Represent you the buyer  in protecting your interests. The listing     
   agent of the builder represents the builder and they work for their    
   interest for the profit of the builder. If issues come up in the new build  
  at completion, it is best to be represented by us as your Buyer’s  
  Agent 
-  We know  what upgrades  will give you the most resale value  
-  We do have these special lenders and we are always  
   finding more custom new home builders to make your  

   Dream Home happen! 



GLOSSARY OF TERMS:  

90 Day FHA Flip Rule-  this means that FHA buyers cannot write a contract on 
a home that is owned by an LLC or a PLC until it passes the 90th day 

(I-Buyer companies such as Open Door and OfferPad are subject to this rule) 
Appraisal - a value to determine what a  property is worth (Usually to protect 
the lender 
Appraisal Contigency – Buyer has 5 days to cancel the Contract after notice 
of appraisal 
BINSR (Buyer’s Initial Notice of Seller Response) – This is for the Buyer’s Agent to 

compile a list of items that the Buyer  would like to have corrected or replaced 
by the Seller 
CD (Closing Disclosures) – this is provided by the lender to the Buyer to 
disclose all financial information pertaining to the purchase of a property (i.e. 
– Truth In Lending Statement disclosing the Actual APR Rate of Interest, Total 
Amount Paid if all payments are made through the entire life of the loan, etc.) 
Close of Escrow – The date when all documents will be signed by the Buyer , 
funds are transferred to financial institutions  from Title Company, and when 

Title sends deed to be recorded at County Recorder’s Office 
Comparables -  the values that other Homes or Property are worth based on 
what they sold for “compared to” the Subject home or property 
Counter-Offer – an offer that is made in response to a previous offer with some  parts of the 

previous offer rejected or all of it.  However, these are made to enable negotiations to 

reach a mutually accepted Contract 

County Recorder’s Office -  an office within a county where the Deeds are recorded for all 

homes and properties 

Deed – a legal document that is signed and delivered regarding the ownership of property 

Due Diligence – the steps that need to be taken to satisfy all requirements and concerns 

before buying a home or property 

Earnest Money Deposit – the deposit that is made on “good faith”  in carrying out the 

Contract that can be used as a partial down payment or towards closing costs 

Escrow – a place where funds are held by a neutral third party (escrow and title company) 

until all conditions are met in a contract. Escrow accounts are also used by the lender to 

pay property taxes and homeowner insurance 

FIRPTA or (Foreign Investment in Real Property Tax Act) -  applies to Sellers that is a non-

resident alien that may have to pay up to 15% of the purchase price withheld 

Home Inspections – normally a Home Inspection is very comprehensive and will examine all 

parts of a home (i.e.- Plumbing, Electrical, Foundation, Roof, HVAC, Windows, Termites, etc) 

LSU (Loan Status Update) – this is to inform normally the Listing Agent on the status of the 

Buyer’s loan prior to Close of Escrow 

Preliminary Title Report – a report prepared prior to issuing a Title policy that shows the 

ownership of a specific parcel of land with the liens and encumbrances that will not be 

covered under a prior title insurance policy 

Pre-Qualification Letter – the letter that is issued from a loan officer or a lender showing 

what the Buyer is “Qualified” to  purchase based on debt to income ratios , gross monthly 

income, and FICO credit score 



GLOSSARY OF TERMS CONTINUED: 

Seller Concessions –  this is the amount that Seller is willing to contribute 

towards closing costs normally (Common in homes that will be attracted to 
First-Time homebuyers especially if they are getting a Down Payment 
Assistance grant 
Seller Property Disclosure Statement or (SPDS) – this the statement where the 
Seller needs to disclose all material facts about the property; what has been 
improved on the property and list all material defects with the property even 
if they have been corrected previously. The Seller has 3 Days to get to the 
Buyer after acceptance of contract. 

Ten Day Inspection Period – this the period that starts the DAY AFTER an 
accepted fully executed contract for the Buyer to do Due Diligence with the 
home or property to have all inspections performed and to research the 
neighborhood and its surroundings for the crime rates, sex offenders, quality 
of the schools, distance to and from your job or business, etc. The Buyer can 
decide to cancel the contract for any reason during this period.  
Title Company – the agency where the title research is done to make sure 
that there are no further liens or encumbrances on the property. Also, they 
will  hold your Earnest Money deposit in an “escrow  account” until funds are 

needed at the end of the transaction which is commonly known as the Close 
of Escrow. They will pay off any liens and will distribute funds as needed. 
Underwriting – the process that a lender will determine the risk of offering a 
mortgage to a borrower  with the Three C’s being taken into consideration; 
credit, capacity, and collateral. 



Home Desired List: 

The Basic Essentials: 

    

Price Range: ________________   Lot Size: _______________ 

  

Location: ___________________    Sq Footage: ___________ 

 

Detached or Attached Garage/Spaces:________________ 

 

House Style: __________________________________________ 

 

Number of Bedrooms: _________________________________ 

 

Number of Bathrooms: _________________________________ 

 

Number of Stories: _____________________________________ 

 

Basement:       Yes         or          No 

 

Need NO HOA:       Yes     or        No 

 

Are there any other specific features that are important for you to have 

in your Desired Home: (i.e. but not limited to – 

Having a View, being on a golf course, having a pool, having a 

Community Pool, Workshop, wanting to build another dwelling in the 

future, etc. 

_____________________________________________________________________ 

 

_____________________________________________________________________ 

 

_____________________________________________________________________ 

 

_____________________________________________________________________ 

 

_____________________________________________________________________ 

 



 - Call me today at (480) 999-6061 to make an  

   appointment and we can discuss your future  

   Real Estate goals 

 - Get Pre-Qualified with a lender or with one of  

   the lenders that I can refer you to based on  

   your situation (i.e. – Credit, Down Payment,  

   Cash Buyer, Financing) 


