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Have you ever wondered how Realtors are paid? If you are to use a Realtor’s service, whether buying or selling, it is important 
to know this. People are always motivated in different ways depending upon the manner in which they are compensated.

Realtors work on an arrangement known as straight commission. It means they don’t make money unless they make a sale 
and the sale is successfully closed, with the buyer taking ownership to the property and the seller receiving whatever pay-
ment is due him or her. 

Realtor Pay Plan
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THIS BOOKLET HAS BEEN DESIGNED TO ASSIST YOU IN BUYING YOUR HOME  
Most real estate professionals agree that buying a home is an emotional decision as well as an 
important financial one. When purchasing a home, making that final choice tends to become 
more of an emotional decision. This helpful buyer’s guide, along with the assistance of a qualified 
real estate professional, will help you make a more educated decision; a decision that you will be 
confident and content with for many years to come. 

NO SALARY
Realtors are not paid a salary or hourly wage. If a realtor is helping 
you find a house, all the time spent driving you around is not com-
pensated unless you actually buy a property through that agent. Re-
altors have no guarantee of when or how much their next paycheck 
will be. They are not paid for efforts, only results!

NO EXPENSE ACCOUNT
All expenses such as automobile, multiple listing fees,  
and advertising are the obligation of the individual agent. If, for 
example, a Realtor buys your lunch while you are out house hunting, 
that expense is not reimbursed. It is an out-of-pocket investment 
that the Realtor is making in you, in the hope you will be successful 
finding the right property.

NO DRAW
Realtors are not paid until the sale has been closed and funded! 
Some other professions may pay draws to salespeople on pending 
sales. Because there is no absolute certainty in real estate that a 
closing will occur, no draw is paid.

Advice: Always use a Realtor. They only get paid for results.
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Inspections:
Structural

Mechanical

Electrical

Plumbing

Environmental

Pest

Select a Realtor

Financial pre-qualification

Home previews and selection

Purchasing agreement submitted, 
accepted

Double check with Realtor, Lender  
and Title Company

Application for mortgage

Movers

Utilities

Phone

Homeowner’s Insurance

Phone

Closing

Other

Amortization Schedule: a schedule showing 
the principle and interest payments throughout 
the life of the loan.

Appraised Value: an opinion of the value 
of a property at a given time, based on facts 
regarding the location, improvements, etc. Of 
the property and surroundings.

Assumption Transfer Fee: a fee assessed by 
the lender to buyer to assume  
the present loan.

Credit Report: a report on the past ability of a 
loan applicant to pay installment payments.

Document Preparation: a charge by an 
attorney for preparing legal documents  
for a transaction.

Escrow Fee: a fee charged by the title 
company to service the transaction, to escrow 
movies, and cover documents. The amount 
varies with company; usually split between the 
buyer and seller.

Escrow/Impound Account: funds held 
by the lender for payment of taxes and 
insurance when due. Usually does not include 
maintenance fees.

Homeowner’s Insurance: protects the 
property and contents in case of loss; must 
be for at least the loan amount or for 80% of 
the value of the improvements, whichever is 
greater.

Inspections: an examination of property for 
various reasons such as termite inspections; 
inspection to see if required repairs were made 
before funds are received, etc.

Interest: cost of loan funds; always paid in 
arrears.

Loan Application Fee: paid to the lender 
at time of application check with lender for 
amount.

Loan Discount: the points a lender charges; 
may be paid by either buyer or seller on 
conventional loans; number of points 
fluctuates with mortgage money market.

Maintenance Fee: charged by the 
homeowner’s association as set out in 
subdivision restrictions.

Mortgagee’s Title Policy: required by the 
lender to insure that the lender has a valid lien; 
does not protect the buyer.

Origination Fee: a fee the buyer pays the 
lender to originate a new loan.

Owner’s Title Policy:  insures that the buyer 
has title to the property.

Point: 1% of loan amount.

Prepayment Penalty: charged by the lender 
for premature payment of a loan balance.

Private Mortgage Insurance: insurance 
against a loss by a lender (mortgagee)  
in the event of default by a borrower 
(mortgagor).

Realtor Fees: an amount paid to the realtor as 
compensation for his/her services.

Recording Fees: charged by the county clerk 
to record documents  
in the public records.

Restrictions: certified copy of deed restrictions 
required by a lender.

Survey: confirms lot size and any 
encroachments or restriction violations.

Tax Proration: seller pays buyer’s taxes from 
January 1 to closing.

Tax Certificates: certifications issued by taxing 
authorities showing the current year’s taxes, 
the last year the taxes were paid, and any 
delinquencies to be collected at closing.

 Steps to Buying Your Home

Glossary of Real Estate Terms
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Amount 1 YEAR 5 YEARS 10 YEARS 20 YEARS

$350.00 $4,200 $21,000 $42,000 $84,000

$400.00 $4,800 $24,000 $48,000 $96,000

$450.00 $5,400 $27,000 $54,000 $108,000

$500.00 $6,000 $30,000 $60,000 $120,000

$50.00 $6,600 $33,000 $66,000 $132,000

$600.00 $7,200 $36,000 $72,000 $144,000

$650.00 $7,800 $39,000 $78,000 $156,000

$700.00 $8,400 $42,000 $84,000 $168,000

$750.00 $9,000 $45,000 $90,000 $180,000

$800.00 $96,000 $48,000 $96,000 $192,000

$850.00 $10,200 $51,000 $100,200 $204,000

$900.00 $10,800 $54,000 $108,000 $216,000

$1,000.00 $12,000 $60,000 $120,000 $240,000

$1,100.00 $13,200 $66,000 $132,000 $264,000

$1,200.00 $14,400 $72,000 $144,000 $288,000

$1,300.00 $15,600 $78,000 $156,000 $312,000

$1,400.00 $16,800 $84,000 $168,000 $336,000

$1,500.00 $18,000 $90,000 $180,000 $360,000

$1,600.00 $19,200 $96,000 $192,000 $384,000

$1,700.00 $20,400 $102,000 $204,000 $408,000

$1,800.00 $21,600 $108,000 $216,000 $432,000

$1,900.00 $22,800 $114,000 $228,000 $456,000

$2,000.00 $24,000 $120,000 $240,000 $480,000

Total Rent Paid If The Monthly Rent Is:

If You Are Renting,  
Take A  
Closer 
Look...
“DON’T PAY RENT ALL YOUR LIFE”

This illustration gives you an idea of the money you can save each year 
through mortgage interest and property tax deductions. During the first 
year, your mortgage interest payment rate is $9,000.00.

Property taxes amount to a little over 1.25% ($1,258) of the home’s market 
value. If you are in the 28% tax bracket, your yearly tax savings through these 
two deductions will come to $2,872.00.

To calculate monthly tax savings:

Purchase Price = $100,000

Less Down Payment - $10,000

Mortgage Amount = $90,000

Interest Rate X 10%

1st Year Mortgage Interest

     (Assume Interest Only) = $9,000

Property Taxes + $1,258

Total Tax Deductible Items = $10,258

Owner’s Tax Rate X 28%

Tax Saving = $2,872

/12 = MONTHLY TAX SAVINGS $239

To calculate monthly payment after taxes:

Monthly Payment (PITI) + (PMI)
(Included principal, interest, taxes, insurance, and private mortgage insurance)

790 + 105 + 25 + 30 = Gross Payment $950

Monthly Tax Savings -$239

NET MONTHLY PAYMENT (after taxes) $771

Save On Property  
Taxes And/Or
Mortgage Interests
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Mortgage Amount: $____________

AVAILABLE FUNDS:

 u Savings Account $____________

 u Investments (stock, bonds, mutual funds) $____________

 u Insurance (cash value) $____________

 u Gifts-Conventional $____________

       Gifts-FHA (family member or blood relative)
$____________

 u Other $____________

 u Monthly Salary $____________

GROSS MONTHLY INCOME:
$____________(A)

MORTGAGE PAYMENT:
$____________

 u Principle & Interest $____________

 u Taxes $____________

 u Hazard Insurance $____________

 u PMI (Private Mortgage Insurance) $____________

 u Homeowner Association Dues $____________

TOTAL MORTGAGE PAYMENT:
$____________(B)

INCOME QUALIFICATION:

 u For FHA: Take 29% of line (A) $____________

 u For Conventional: Take 33% of line (A) $____________

       (Assuming at least 10% down payment)

INCOME QUALIFICATION:
$____________(C)

*TOTAL MORTGAGE PAYMENT (B)  
MUST NOT EXCEED LINE (C)

DEBT QUALIFICATION:
$____________

 u Total Mortgage Payment (B) $____________

  u Auto Payments*
$____________

   u Monthly Charge Card Payments (minimum 

payment) $____________

   u Loans*
$____________

   u Child Support/Alimony
$____________

   u Child Care Expenses (FHA only)
$____________

   u Other Monthly Payments
$____________

TOTAL MONTHLY OBLIGATIONS:
$____________(D)

ALLOWABLE OBLIGATIONS:

FHA-Gross Income (A) x 41%

Conventional-Gross Income (A) x 38%

ALLOWABLE OBLIGATIONS:
$____________(E)

*TOTAL MONTHLY OBLIGATIONS (D)  
MUST NOT EXCEED LINE (E)

*You need only count debts that will extend beyond 6 months 
(FHA) or 10 months (conventional). However, if an obligation is 
greater than $100 per month, it may count against the buyer even 
if it has less than the allowed time.

Buyer Qualification Worksheet: 
FHA/Conventional
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1. Price home we’re looking for…

$50,000 or under $300,000 - $350,000

$50,000 - $75,000 $350,000 - $400,000

$75,000 - $100,000 $400,000 - $450,000

$100,000 - $150,000 $450,000 - $500,000

$150,000 - $200,000 $500,000 - $600,000

$250,000 - $300,000 $600,000+ (other)____________

2. The style home we prefer is…

1 Story 1.5 Story

2 Story Patio Home

Townhome Condo

Contemporary French

Colonial Traditional

Victorian Old English

3. Age of house we’re looking for…

New Home 1-5 years

6-10 years 11-15 years

16-20 years 21-25 years

over 25 years no preference

4. Type of exterior we prefer is…

Brick Stone

Vinyl Wood

Aluminum Other

5. Some major features we’re looking for…

#Baths: Formal Dining (Y/N):

Wet Bar (Y/N): #Bedrooms:

Eat-In Kitchen (Y/N): Pool (Y/N):

Garage (Y/N): Fireplace (Y/N/How many?):

Hot Tub (Y/N): Family Room (Y/N)

Study (Y/N): Other:____________

6. The location we prefer is…

City Suburban Rural

Certain Area:________________________________________________

7. Some features we’d like in our location…

Schools Church

Synagogue Shopping

Park Other

8. Type of financing we prefer…

Conventional VA

Adjustable Rate FHA

Owner Finance Assumable Mortgage

9. Our current residence is…

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

The Home We’re Looking For
Qualification for the home you want…
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Property Comparison Record

ADDRESS:

Price

Location

Curb Appeal

Neighborhood

Lot Size

Driveway

Yard/Landscaping

Bedrooms

Bathrooms

Kitchen

Appliances

Storage

Garage

Deck/Patio

Pool/Hot Tub

Heat/AC

Taxes

School

Condition

Personal Property

Energy Efficiency

Room Sizes

Layout

Quality

“Personality”
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Loan Application 
Checklist
The following is information you 
may need when applying for a loan.

PURCHASER-FURNISHED INFORMATION:

Verification of income and employment:

Social security number for borrower and co-borrower

Income tax statement and copy of W-2 for previous year (2 years  
if self-employed)

Names and mailing addresses of employers for past four years

Correct mailing address and person to whom employment 
verification information should be directed

Other income:

Social security

Retirement

VA compensation (note: copy of award letters or copy of 
checks when received on the 1st of each month)

Present address and previous addresses to cover 2 full years

Account numbers, addresses and balances for:

Checking accounts

Savings account

Paid out accounts (if paid out recently and is major credit such as 
auto, furniture, home improvements, etc.)

Current accounts (charge accounts and monthly installment) and 
current balances for each

Retirement fund or profit sharing information, life insurance, cash 
values, and premium paid, stock, bonds with identification numbers, 
and other similar assets

If rental property is owned, furnish a copy of a rental/lease agreement 
on it

If you have previously had a mortgage, or have one now, bring 
information as to the type of loan it is, the loan number, and the name 
& address of the mortgage company you make/made your payments 
to.

If you are divorced and have children by previous marriages, amount 
of child support paid or received (must have divorce decrees to verify 
amount)

If applying VA:

Bring a copy of your DD-214 discharge paper and certificate of 
eligibility

REALTOR-FURNISHED INFORMATION:

Copy of earnest money contract

Breakdown of all taxing authorities

Amounts of taxes and assessments paid in previous year

BUYER PRE-PAID ITEMS 

Private Mortgage Insurance (2 months) $____________

Interim Interest +____________

Homeowner’s Insurance (14) months +____________

Maintenance Fee (___months @ $_____per month) +____________

**Taxes (___months @ $_____per month) +____________

TOTAL: $____________

***DETERMINED BY MONTH OF CLOSING: Count months be-
ginning with buyer’s first payment month (second month after 
closing) to October 1st. Deduct this result from 12 to arrive at 
total months to be escrowed at closing.

TOTAL ESTIMATED MONIES BUYER 
MUST HAVE AT TIME OF CLOSING

Down payment $____________

Closing costs +____________

Pre-paid items +____________

Other credits or debits +/- __________

Total move-in investment $____________

Less earnest money - ____________

CASHIER’S CHECK AT CLOSING $____________

BUYER’S MONTHLY PAYMENT ESTIMATE

Principle and interest $____________

Monthly taxes (1/2 of annual) +____________
Monthly insurance  
(1/12 of annual home & flood, if any) +____________

PMI +____________

Monthly maintenance fee +____________
TOTAL: $____________

Buyer Pre-Paid Items
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Buyer’s Checklist
PRIOR TO CLOSING:

Provide a fully executed signed contract to the title company

Provide another copy to the mortgage company which has 
been receipted by the title company

Call the mortgage loan officer and arrange to make loan 
application

Inspections of the property must be performed during the 
time limits set forth on the contract

Review title commitment for any requirements

Request itemized list of closing costs and prepaid items from 
the loan officer to review prior to closing

REQUIRED AT CLOSING:

A cashier’s check must be made payable to the title company 
at closing. The cashier’s check must meet “good funds” 
requirements. The title company must prepare the settlement 
statement (HUD) and cannot give you a figure prior to receiving 
the closing instructions. Your real estate agent may provide you 
an estimate.

Bring your driver’s license for notary purposes.

Ask for keys, garage door openers, and other security cards or 
access cards.

Avoid Closing Delays
ANY bills for inspections to be paid at closing MUST be provided 
to the title company prior to closing. A charge that is shown as Paid 
Outside Closing (POC) can be set forth on the HUD if the title com-
pany is advised before closing. 

If you want to examine your loan documents, please request that the 
mortgage company provide the documents to the title company at 
least one day early so that you may have a copy for review.

If you will not be present at closing to sign documents and intend to 
use a Power of Attorney, the following MUST occur:

The title company must approve the Power of Attorney prior to closing.

Your lender must also approve the Power of Attorney prior to closing.

The original Power of Attorney must be delivered to the title 
company prior to closing, as the original must be recorded with 
the County Clerk ahead of all other closing documents.

The title company must be able to contact you via telephone on 
the day of closing to be certain you are alive and well and have not 
revoked the Power of Attorney.

Homeowner’s Insurance
The amount of homeowner’s insurance you should carry depends 
on the replacement cost of your house – what you need to spend 
to replace it as it stands. Do not confuse this with “market value” or 
you could end up over or under insuring your house. Remember that 
insurance is really there to cover a catastrophic event.

Insure your home for its full replacement cost.

Make certain your policy indexes the replacement cost to the 
actual regional increases.

Be aware that valuables such as fine arts, jewelry, furs, coins, 
etc. might need additional or separate coverage.

Investigate your options. Umbrella disability and mortgage 
disabilityinsurance may be helpful.

Homestead Law In Texas
Briefly, the “residential homestead” refers to the lot or parcel of 
land upon which the residence of the family or single adult person 
is located and anything which is a part of that land is subject to the 
homestead exemption laws of the State of Texas. Those laws primar-
ily provide for the security of a family’s home, shelter, and earning of 
al livelihood free from the claims of all creditors, save and except the 
holders of purchase money liens, liens for improvement, and taxes.

CONCERNS OF ISSUING TITLE INSURANCE MUST THEN BE THE 
INSURING OF LOANS ON HOMESTEAD PROPERTIES. As the 
homestead laws presently exist, a homestead may be validly mort-
gaged for the following purposes only:

1. Purchase money

2. Payment of real property taxes or discharge of real property tax 

liens

3. �Owelty of partition imposed by court order or written 

agreement upon the entirety of the homestead property

4. Payment of federal tax liens

5. Improvements to the homestead

6. Extension of credit loans under Article XVI, Section 50 (a)(6)

7. �A reverse mortgage under Article XVI, Section 50 (a)(7) of 

the Texas Constitution

Loans made against the homestead for any other purpose are not 
considered valid and are, therefore, uninsurable.
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Community Property
TEXAS IS A COMMUNITY PROPERTY STATE

Community Property may be defined as all property acquired by 

either spouse during marriage, except that which is the separate prop-
erty of either. Separate property may be defined as “ALL PROPERTY 
OWNED OR CLAIMED BY EITHER SPOUSE BEFORE MARRIAGE 
AND ALSO THAT ACQUIRED AFTERWARD BY GIFT, DEVISE, OR 
DESCENT.” Exactly what constitutes separate property is a question 
of FACT, as property acquired during marriage is generally presumed 
to be community property. Therefore, for the purpose of insuring title, 
the burden of proof is on the spouse who claims the property to be 
separate in nature. Therefore, any buyer seeking to purchase prop-
erty in Texas by financing part of the payment for the property must 
include the spouse on the Deed of Trust at closing. This enables the 
title company to insure the lender’s lien on the property.

Power of Attorney
It has become very commonplace for title companies to be request-

ed to close transactions wherein a power of attorney will be used. In 
our fast-paced society, it seems that it has almost become “fash-
ionable” to use a power of attorney – people just don’t wish to be 
inconvenienced by having to attend a closing. It is the policy of most 
title insurance companies that a power of attorney only be used 
when absolutely necessary. In many cases where people are out of 
the country, it is just as simple to have the closing papers prepared 
and forwarded to the party for signature in time for closing. 

If a power of attorney is to be used in the closing of a real 
estate transaction, it must meet the following criteria:

1. The power of attorney should be specific as to the property

2. �The property must be described by legal description 
(a street address alone is insufficient for identification 
purposes in public records). 

3. �The principal executing the power of attorney must be an 
adult (at least 18 years of age)

4. The power of attorney should not be more than 60 days old

5. �It should contain revocation language; i.e. cannot be 
revoked unless written revocation is filed with the county 
clerk where the property is located.

6. Will not terminate upon disability or incapacity of principal

7. The person giving the power of attorney must communicate 

with the escrow officer at or near the time of closing that: 
          a. �He ratifies the acts of attorney-in-fact, giving the 

name of the attorney-in-fact
          b. �He knows the sales/purchase price is ___; and if a 

loan  transaction, that the loan amount is ___

8. A notary public must acknowledge the power of attorney

9. �The power of attorney and the acknowledgement must be 
in the English language to be filed of record

10. �If the seller gives the power of attorney, the escrow officer 
or the appropriate representative of your title company 
need only approve it. If the purchaser who is creating a 
new loan gives the power of attorney, then the power of 
attorney must first be approved by the lender and then by 
the title company. 

11. �The original power of attorney must be at the title 
company at closing, as it must be recorded with the 
county clerk, prior to any other transaction documents 
being recorded.

12. �Section 36A of the Texas Probate Code has been 
amended as to “Durable Power of Attorney.” The purpose 
of such a power of attorney is to allow an agent appointed 
to act on behalf of the principal notwithstanding later 
disability or incompetence of the principal. Requirements 
for a “Durable Power of Attorney” are clearly delineated in 
the statute.

Buyer’s Checklist (continued)
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1.	 You will receive from the County Clerk’s office the origi-
nal recorded Warranty Deed that transferred title of the 
property to you. Store this document in safekeeping, as you 
may need it in the future for reference purposes. (NOTE: 
a deed is not like a car title – you do not need the original 
to the property. Once the deed is recorded, your title is of 
public record with the County Clerk) 

2.	 You will receive from First American an Owner Policy of 
Title Insurance. This document should also be stored in 
safekeeping with your other important papers. Always verify 
names and legal description on the policy prior to storing. 

3.	 You will receive a coupon book or other instructions about 
making your monthly loan payments from your lender. If you 
do not receive the coupon book or instructions in time to 
make your first payment, call your lender to assist you. 

4.	 Make certain to file your homestead exemption with 
the various taxing authorities that collect taxes on your 
property. You must be the owner of the property on January 
1st to file for this exemption or other exemptions you may 
qualify for and can do so anytime between January 1st and 
April 30th.  

5.	 If your property taxes are being escrowed/impounded by 
your mortgage company, forward any tax notices you may 
receive in the mail to your lender so they can pay the taxes 
in a timely manner. 

6.	 It is the taxpayer’s responsibility to be certain the property 
is rendered in the taxpayer’s name for the upcoming tax 
year – contact the County Appraisal District for assistance in 
making certain this is done. 

After Closing
SEND CHANGE OF ADDRESS TO:

Post office (give forwarding address)

Charge accounts, credit card companies

Subscriptions (most require several weeks notice!)

Friends and relatives

Banks, may need to transfer funds

Insurance coverage (life, health, fire, and auto)

Car title registration

Driver’s license

Motor club memberships

Utility companies (gas, light, water, telephone, fuel, and cable…and 
arrange for refunds of deposits!)

Home delivery services

School records

Medical, dental, prescriptions

Churches, clubs, civic organizations

Pet care (ask about regulations, vaccinations, tags, etc.)

DON’T FORGET TO:

Empty freezers and plan use of foods

Defrost freezer/refrigerator (place charcoal to dispel odors)

Have appliances serviced for moving

Make arrangements for TV & cable services

Clean area rugs and have them packed 

Plan special care needs of children, pets, and potted plants

AND ON MOVING DAY, DON’T FORGET:

Carry currency, jewelry, and documents yourself (or use registered 
mail)

Plan for transporting pets; they are poor traveling companions if 
unhappy

Carry traveler’s checks for quick available funds

Let a close friend or relative know the route and schedule you 
will travel including overnight stops; use him or her as message 
headquarters

Double check old closets, drawers, and shelves to be sure they are 
empty

Leave all keys  needed by new owner (front/back door, interior 
doors, mailbox, garage door opener)

Moving 
Checklist
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