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TheDivison of Red Estate & Professional Licensingisastate agency within the Ohio Department of Commerce. The
Divisionlicensesand regulatesreal estate brokersand salesassociateswho arrangefor the saleor lease of redl estate, aswell
asreal estate appraisers. Regulation of real estate brokers, sales associates and appraisersisintended to ensure that they
conduct their businessinalegal and ethical manner.

Thelawsdealing with real estate can be complicated. Frequently, problemsarise smply becausethe partiesinvol ved
do not understand theimportance of each step of atransaction. The Ohio Division of Red Estate & Professional Licensing has
assembl ed thisbookl et to assist you with the home selling process, whether you chooseto sell your homeonyour own or rely
onreal estate professionas. Professionasincluderea estate agents, appraisers, attorneysand qualified inspectors. Each of
these professiona s can play animportant rolein hel ping you sell your home.

TheDivisonispleasedto providethis*Home Sdller’sGuide’ asahel pful companion resourceto our popular “Home
Buyer’sGuide.” Thisguideisintended asgenerd information only. The Ohio Division of Red Estate & Professional Licensing
doesnot and cannot warranty or guaranteethe accuracy or availability of the content of thisbooklet. Referencestothird parties
are provided exclusively for convenience and are not and should not be interpreted as an endorsement, sponsorship or
recommendation of thethird party. You should consult your personal attorney, real estate or tax professional for detailsand
advice on your specific situation. Should you need to verify thelicensure of areal estate salesperson or brokerage, or need
information about filing aformal complaint with the Division, youmay contact the Divisionat 614-466-4100, (TTY/TDD) 1-
800-750-0750, e-mail at REPL D @com.state.oh.usor visit the Web site at www.com.state.oh.us.
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%Ilng a H(]TEQ BeginsWith You

Selling ahome can be an overwhelming process.
As the home seller, you must gather as much
information as possi ble about your house. Taking
the proper steps can ensure your house sellsin a
timely fashion and that you are satisfied with the
sale price. This task can seem stressful and
endless. The Division of Real Estate &
Professional Licensing offers this step-by-step
guideto aid you during your journey through the
home selling process.

Preparing Your Home for “The Market”

Asyou prepareto sall your home, remember that potentia buyershave different tastesand requirements,
but most, if not all, are looking first for ahome that has had proper care and maintenance and |ooks
good. First impressions count. A view of your home from the street can encourage a potential buyer
to keep driving or stop for acloser look. Invest the timeto give your home and yard afacdlift; it will
entice buyersto view your house, and possibly make for aquicker sale. Start with the outside. L ook
at sidewalks, driveways, patios and decks to see if they are clean, sturdy and free of weeds. Doors
and windows can be cleaned and freshly painted. Moving indoors, from main roomsto hallwaysand
closets, cleanlinessisnumber one! Make rooms open and spacious by removing clutter and furniture
that is not needed. A fresh neatly applied coat of neutral-colored paint does wonders for rooms.
Repair or replace anything that has been damaged or isn't working (holes in walls, leaky faucets,
etc.). Eventhingslike pet odorsand cigarette smoke can drive potential buyersaway. If you choose
to list your home with areal estate company, ask your agent for their list of “spruce up tips’ to help
you get started.

Pricing Your Home

The most important step in selling your home is determining a reasonable asking price. The best
way to do thisisto have a state-licensed appraiser come to your house to appraise the home before
you list it. Thiswill give you a greater understanding of the worth of your home and property. If
hiring your own appraiser is out of the question for financial reasons, check with your county
auditor’s office. Many auditors have websitesthat are updated every two yearsfor tax purposes and
will have avauefor your home aswell as surrounding homesin your neighborhood. Thevalue may
seem low, but it can provide astandard for you to use as a starting point. When considering whether
or not to list with areal estate company, most companies offer valuabl e assi stance by doing research
on other home sales in your neighborhood.
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The Role of the Home Sdler

Full Disclosure on Property, Title & Mortgage

Beforeyou list your home, have the following information on hand:

1.
2.

3. What isthe property’stax value and the annual tax payment?
4.
5. What isyour annual property insurance premium?

In whose name is the property titled?
What i sthe outstanding bal ance on the mortgage, asecond mortgage
or line of credit secured by your home?

What isthe current zoning of the property?

Asaprospective home seller, honesty isnumber one! Sellers must provide in-depth information
and answer prospective buyers questions about the condition of the property they are offering
for sale. When asked for thisinformation, remember to tell everything you know. Itisimportant
to disclose anything you know about the property because you can be held responsible for
future problems if a buyer can show you knew about the condition, but failed to disclose any
defects that were not visible or obvious before the sale.

Whether you sell your home on your ownor list it with areal estate agent, Ohio law requiresyou
to complete a “ Property Condition Disclosure Form.” You must fill out the form on your
own and sign it before your houseis shown. Thisform isused to notify potential buyers of any
conditions, defectsor repairs, past or present, including conditions relating to major mechanical
or structural areas of the property, such as heating and cooling, the roof and the foundation.
Theform tells anyone interested in your house whether the house or property has any wet areas
or standing water, what water and sewage system it has, past uses of the property and other
important information.

I nsurance companies may refuseto defend their customerswho do not disclose known property
damage or conditions during the sale of a property.

The “Property Condition Disclosure Form” is available through The Ohio Department of
Commerce Division of Real Estate & Professional Licensing and can be found online at
www.com.state.oh.us/real.




4 STEPS
to CONSIDER
BEFORE SELLIN
YOUR HOME!

1. Knowyour Home sValue

Once you understand the value, it will be easier when

the time comesto set aredlistic listing price. The actual sale price of ahome

IS not necessarily its value. Price can be based on current market demand and conditions.
Valueisaproduct of the quality and age of ahome together with itsimprovements, the

condition of the neighborhood, and the availability of schools, utilities, shopping and other
Services.

Some helpful toolsin searching for value
Appraisal — The most accurate. Use alicensed appraiser.
Broker Price Opinion (BPO) — Estimate done by areal estate agent on your home.

Consumer Market Analysis(CM A) —Estimate done by areal estate agent on your home
and neighborhood.
County Auditor —Value on home performed for tax purposes. Websites can be helpful. This

isagood placeto start even though the value is usually two years behind. Remember, priceis
not synonymous with value.

2. KnowYour Financial Satus

= Call your lender to find out if your mortgage can be assumed by a buyer and, if so,
under what conditions.

» Find out if you have any early payment penalties on any debt secured by your
home. If so, you may need to consider this when determining the listing price.

= How much will you need to net from the sale to pay off all debts secured by your
home?

= How much cash will you need to pay your portion of the closing costs?
3



3. DecidetheCondition Your HomeWill BeSold In

=  Will you do any repairs or updates or will it be sold “As|s’?

» |f you do repairs or updates, document them and keep receipts.

» Review the* Property Condition Disclosure Form” availableat the Divison’sWeb site
www.com.state.oh.us/real. This may help you decide what areas you need to
concentrate on if time or money islimited.

4. FindingaReal Egtate Agent

If you decide to work with areal estate agent, there are certain things you can do to make
it the best experience possible for you as the seller:

» Be surethe agent you choose is licensed and in good
standing with the Division of Real Estate & Professional
Licensing. Visit the Web site at www.com.state.oh.us/real.

Understand all types of agency relationships upfront —in
other words, who is the agent working for — the seller,
the buyer or both?

Ask the agent about his or her company policy on issues
like earnest money deposits and the agent’s responsibility
to you asthe seller.

= Ask your agent to prepare an estimate of your net cash proceeds
in the compl etion of the sale and financing arrangements.



Sdler’'s Agent* Buyer’s Agent* Dual Agent*

REAL ESTATEAGENCY RELATIONSHIPS

Ohio law requires the real estate licensee to provide you with a written Consumer Guide To Agency
Relationship that describes different types of brokerage arrangements and rel ationshipsthat are offered
by thereal estate company. The dutiesand responsibilities of the real estate company and its agents
will depend on the type of relationship you and the brokerage firm agree upon and the specific types
of servicesyouwishtoreceive. Not all brokerage firms offer the sametypes of services. You are
encouraged to read and sign this disclosure, if you understand it. If the disclosure is not given to
you, request a copy immediately. (See also, page 12).

» Thereisabasic relationship of trust called “agency” formed between you, and the agent and

the principal of thereal estate firm when you enlist the services of areal estate agent. Essen-
tially, the agent works on behalf of the broker in working with consumers.

* Do not provide areal estate professional who is not your agent with any information,
including financial or confidential information, you would not want to provide directly to his
or her broker.

» Choose someone familiar with your neighborhood.

* Interview multiple agentsfrom different brokerage firmsand discusstheir background,
knowledge, lists of services, success rates, commissions and marketing strategies.

» Thecommissionisusually apercentage of the total sale price or afixed dollar amount. This
rateis neither fixed by law nor by any regulatory agency and is negotiable between you and
the agent. The buyer’sagent traditionally sharesthisfee with your agent.

* You may want to list with a“ Seller’'sAgent” who represents only you.

Itisalsoimportant to keep in mind that thereal estate brokerage and agent with which you sign an
agency agreement will help you with the sale of your home or answer your questions during this
process. It isimportant to take the timeto consider carefully what services you expect or need from
your agent. For example, if you sign with an agent who agreesonly to assist you in thelisting of your
home, you may not approach the agent of a prospective buyer with questions regarding an offer to
purchase from that buyer. That buyer’s agent is prohibited by law from discussing any part of the
transaction with you, or giving you guidance or advice.
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The Sdler’sAgent

The Seller’s Agent looks out for the interests of the seller. This agent gives
undivided loyalty to the seller and keepsthe seller’ sinformation confidential.
The Seller’s Agent understands the value of your home. This agent guides
the seller in setting thelisting price, explainshow your homewill be marketed
and advertised, explains all the paperwork so that you can understand

it, and secures qualified buyersfor your home. This agent al so:

. Provides copies of every document you sign immediately.

. Provides the seller with a copy of the Consumer Guide To Agency
Relationship signed by the buyer before presenting an offer to purchase.

. Works to get purchase offers at a price and with terms that are
acceptable to the seller.

. Explainstransfer of property ownership.

Explains where earnest money will be placed and when and how it can be returned to a

potential buyer.

Explains who chooses the title company.

Explainswho ensures that you will get your money from the sale of your home and how

the closing process works.

Presents all written offersto you for your consideration in atimely manner.

Advisesyou if severa offers are brought to you at once.

Helps you understand the terms and conditions contained in offers to purchase.

Provides you with sound advice based on the information you have provided.

The Buyer’'sAgent

The Buyer’s Agent represents the interests of the buyer. This agent gives undivided loyalty and
confidentiality to the buyer, helps the potential buyer understand the value of your home, secures
buyer qualification, and explains all the paperwork to the buyer. Thisagent also:

Provides immediate copies of every document signed to the buyer and the seller’s
agent.

Seeks property that meets the price and terms that are acceptable to the buyer.
Explainstransfer of ownership to the buyer.

Explains where earnest money will be placed and when and how it can be returned to
the buyer or seller.

Explains who chooses the title company.

Explains the closing process and notifies the buyer of funds needed at closing.
Transmits all written offersto the listing agent and all counteroffersto the buyer for
considerationin atimely manner.

Helps the buyer understand the terms and conditions desired in offers to purchase and
counteroffers.

Provides the buyer with sound advice.
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The Dual Agent

If your agent is working with other clients and one of them becomes
interested in your home, your agent could then represent both the seller and the
buyer. Thisisadual agency, and you and the buyer will be asked to consent, in
writing, to thisnew agency relationship.

The Dual Agent gives ahigh degree of confidentiality to both the buyer
and the seller. This agent must be impartial. The Dual Agent cannot disclose 9+
personal information about either the buyer or the seller, and cannot disclose
the motivation of either. However, the Dual Agent will discloseto the buyer any
defects, that are not visible or obvious, of the property known to the agent.
Remember, there is no requirement for the agent to disclose visible defects.
Thisagent al so:

» Provides copies of every document you sign immediately.

* Providesthe seller with a copy of the Consumer Guide to Agency Relationship signed by the
potential buyer as soon as possible after it is determined a dual agency exists.

» Worksto get purchase offers at a price and with terms that are acceptable to the seller.

» Explainstransfer of property ownership.

» Explainswhere earnest money will be placed and when and how it can be returned to a
potential buyer.

» Explainswho chooses the title company.

» Explainswho ensuresthat you will get your money from the sale of your home and how

the closing process works.

Presentsall written offersto you for your consideration in atimely manner.

Advisesyou if several offers are brought to you at once.

Helps you understand the terms and conditions contained in offers to purchase.

Provides you with sound advice based on the information you have provided.

WhenYouAreReady ToL g,
ThereAre...

Three Types of Listing Agreements

When you hire areal estate licensee to help sell your home, you will be asked to sign aListing
Agreement. Thisisacontract between you and the real estate brokerage firm. You agreeto pay a
specified amount of money, called a commission, in return for their services. The commission is
negotiable and is normally paid when the homeissold. Though not discussed here, be aware that if
you choose to sell your home at auction, special attention should be paid to the terms of the
commission. Some auction agreements require a fee to be paid for services, even if the property
does not s&ll.



1.The“Exclusve Right to Sdl” Listing Agreement

The exclusive right to sell listing agreement is a contractual agreement between a seller, and a
designated broker and the “listing agent” who representsthat broker. It also includesthe other real
estate agents within the same real estate company. Relying on only one real estate company to
market your property can be effective under certain conditions. For instance, if you aretrying to
sell a custom-built home you might require more specialized marketing techniques and should
include that in your initial inquiry asyou look for areal estate agent. This arrangement may cause
this brokerage to work harder to sell your home. Don't forget they may only receive acommission
if they sell your home during thelisting period specified in thelisting agreement. Some agreements
may provide for the brokerage to receive a commission for a specified period after the listing
agreement expires, regardless of who finds the buyer.

Some other aspects of entering an exclusivelisting agreement:
» Thelisting agent has the sole right to sell your property. You cannot work with another agent
unless a document ending the exclusive listing agreement is signed. The agent may offer to

share the commission with another agent to attain abuyer. Thisis called co-brokering.

» Thistype of listing may tend to limit the market exposure of your property, sinceit will not be
open to the assistance of all real estate companies.

* The commission must be paid to your agent’s broker.

« Typicaly, when alisting expires, if any agent from the listing real estate company who showed
your property during the listing agreement sells your property later to the same prospective
buyer, you will pay that agent’s commission.

» If you, the seller, find abuyer during the listing period, your agent is still owed acommission.

» Remember, thisisyour home, be comfortable with thetermsof thelisting agreement beforeyou
signit. Ask about all your options.



2. The“Open Ligting” Agreement
The open listing agreement is another type of contractual agreement between the seller, and
the broker and listing agent.

Thisagreement allows all real estate licensees to show your home to prospective buyers.

* Youmay agreeto register your homeinaMultiple Listing Service (MLS). It states particular
information on your home and serves as a marketing tool, offering wide exposure to sales
agentsfor prospective buyers. Double check thelisting to make sure al the information about
your home is correct.

*  Whoever finds the buyer earns the commission.
» All licenseeswho act asa“seller’sagent” must try to obtain the best acceptabl e offer for you.
» |If your listing agent finds abuyer for your home, this becomes a*“dual agency” relationship.

The agent must discuss this with both you and the buyer and both parties must agree to work
under thisrelationship. Remember, thisisyour choice. (See Real Estate Agency Relationships,

page 5-6).

3. The“Exclusve Agency” Listing Agreement

A third type of contractual agreement between the seller, and the broker and listing agent is
the exclusive agency listing agreement.

» Thistypeof listing agreement is seldom utilized in Ohio.

» Thelisting agent places your home on the MLS, advertises, and if that agent finds a buyer,
recelves a commission.

* |f another brokerage's agent finds the buyer, the commission will be split with your agent.

* |f you (the seller) find abuyer, you do not have to pay a commission to your listing agent.
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Terms of the Listing Agreement

Oneof the servicesared estate agent can performfor the seller issuggesting
an asking price for the property. Compare the value you have derived from
past and present sales of propertieslike yoursin your neighborhood with the
market analysis offered by your real estate agent. You can aso enlist the
servicesof alicensed appraiser. Not all appraisersarelicensed. The State of
Ohio does not require that appraisers obtain a license; however, appraisers
may voluntarily obtain a license through the Division of Real Estate &
Professional Licensing. A consumer has no recourse through the Division if
an unlicensed appraiser is used to value their home.

Remember, the real estate agent’s market analysis is not a property appraisal unless the agent is
licensed asboth areal estate agent and an appraiser. Although the Listing Agreement does not haveto
beinwriting, itisacontract. For your own protection, you should insist that all termsbeinwriting and
that the written termsinclude an expiration date.

Listing Agreement Terms

1. The price and terms under which you are willing to sell your home.

2. Whether financing can be assumed by the new owner.

3. Thefixturesand other itemsin the home that will beincluded inthe sale.

4. The date the buyer can take possession.

5. Thetime period of thelisting agreement.

6. Conditions under which your agent will allow you to back out of the contract during its term.

7. The marketing plan for your property, including open houses.

Get the agreement in writing. Make sure you under stand and agree with all the terms. Make
sure all the spaces of the agreement are filled in to your satisfaction. Do not leave blank
gpaces. Date and sign all documents.

10



The Offer

If an offer to purchase is presented to you, it is your decision to
accept or reject the offer.

If you reject afull price offer that ismadein complete agreement
with the terms of the contract, and you have enlisted the services
of areal estate agent, you could be legally obligated to pay the

commission. ‘ f// 2
Ask for a revised estimate of the net cash proceeds you will | — %= p

receive on completion of the sale, based on the sale price and

financing arrangements stated in each offer.

Once you have countered an offer and changes are made, you cannot go back and accept the
origind offer.

If you accept an offer that contains a contingency clause, you are agreeing to take your house
off the market for aset time. The buyers use that time in an attempt to meet the conditions of
the offer, including financing.

The Purchase Agreement

The purchase agreement MUST bein writing!

If offering a concession to your buyer, make sure the amount and terms are noted in the
purchase agreement. Any concession offered by the seller or the agent must be in the sales
agreement.

Ask about contingency or conditional clausesin the contract and their time limits.

* A time clause allows the buyer to remove all subject conditions within a short and specified
time period.

TheTitle Company

Do you need atitle search?

Who chooses the title company and what is known about the chosen firm?

Ask your agent about the seller’s responsibility or options when choosing atitle company.
Thetitle company should be noted in the purchase agreement.



|IMPORTANT DOCUMENTS

Consumer Guide to Agency Relationship -

A form used by real estate professionalsto advise customersand

potential clients of the types of working relationships permitted by

the brokerageinitscompany policy. It aso explains how a real

estate agent of the rea estate company will represent you. The

Consumer Guide to Agency Relationship is not a contract and you do not haveto sign
itif you do not understand any term.

Appr aisal —An objective opinion of value done on aspecific property at aspecifictime,
performed in accordance with federal and state laws. An appraisal performed as part of a
lending transactionispaid for by the buyer through application for financing, butitis owned
by thelender. Prior to closing, the buyer may request, inwriting, afull copy. Besureto ask if
you will be charged for the copy. The sellersmay order and pay for their own independent
gppraisal.

Listing Agreement — A contract between the seller and the real estate company. It
clearly statesthe name of thereal estate brokerage firm and agent the seller isworking with,
the duration of therelationship, thetotal commissionfor salling, if theagent will be splitting
the commission, thetypeof listing (exclusiveright to sell, exclusive agency, or openlisting)
and what the agent and brokeragewill do to market and sell the property.

Resdential Property Disclosure Form — A form specifying the history of the

known condition, repairsand defects of astructure and property compl eted by the owner(s)
prior to listing the property for sale. This document must be used in For Sale By Owner
transactionsaswell asthosefacilitated by real estate professionals.

Purchase Agreement —Thisis the contract between the buyer and the seller for the
purchase of the home. Thisdocument should specify all thetermsand conditionsgoverning
the sde of the home, including the date of possession, and should reflect in detail the complete
agreement between the parties of the transaction. Both the buyer and seller signthe purchase
agreement, and all changesand concessions must beinitiaed by the parties.
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Home Sdler’s Checklid

U Determine the value of your home

O Check your present financial status

U Decide if you are sdlling your home “as
IS’ or if you will make any needed repairs

L Review the Property Condition Disclosure Form at
www.com.state.oh.us/r eal

U Review the Consumer Guide to Agency Relationship
www.com state.oh.us/real

O Check the status of the real estate agent you want to
work with, online, at waw.com state.oh.us/real

U Set thelisting price
U Go over the Listing Agreement (ask for copy)

U Offer to purchase (accept only if you agree entirely
with the terms of the offer)

O Counteroffer (initial offer is no longer valid)
U Review Sales Contract (get every detail in writing)

O Ask agent if a licensed real estate appraiser will be
used

O Arrange title and closing services

13



REAL ESTATE TERMS

Adjustable Rate Mortgage (ARM) — Often offers an initial lower rate than a
conventional fixedrateloan. Thisinterest rateisrecal culated at specified time periods
and is based on changesin an interest rate index or the Treasury index. TheARM
promissory notewill state maximum and minimumrates. Asarule, whentheinterest rate
onanARM increases, themonthly paymentswill increase and whentheinterest rateon
anARM decreases, themonthly paymentswill belower.

Consumer Guideto Agency Relationship —A form used by red estate professionasto
advise customersand potentia clientsof thetypesof working relationships permitted by the brokerageinitscompany policy.
(Seepages5, 6, 12).

Amortization —Theprocessof paying off aloan over apredetermined period of time. It refersto the portion of theperiodic
loan payment that reducesthe outstanding balance of theloan.

Annual Percentage Rate (APR) —Thecost of aloan expressed asan annud rate. Thestated APR includestheinterest rate,
originationfees, thediscount or “ points’, and other credit chargesthat the borrower isrequired to pay. Becausethiscaculation
isbased onthenominal or contractua term of theloan, it may understatethetrue cost of theloanif theloanispaid off early.

Application Fee—Thefeecharged by alender to apply for amortgageloan. Thisfeeusually coversthe cost of accessing a
borrower’scredit history and other related pre-approval services.

Appraisal —An objective opinion of value done on aspecific property at aspecifictime, performed in accordancewith federal
and statelaws. (See pages 3, 12).

Appraiser —The person who providesan appraisal report.
Appreciation —Anincreasein themarket value of ahomeover time.

Asbestos—A toxic material linked to certainlung diseasesthat isnolonger used by homebuildersfor insulation and fireproofing.
Older homesmay till contain asbestos.

Assets—Everything anindividua ownsthat hasvalue, including real estate, bank accounts and personal property.

Balloon M ortgage— A mortgage with monthly paymentsbased on a30-year payment schedul e, but which hasamuch shorter
termof 1to 7 years. It offerssmal monthly payments, with thetota unpaid principa balanceduein onelump sum at theend
of aspecified period. 1nsome cases, the mortgage |oan agreement will contain an option to set theinterest rateto the current
market rate and to extend the maturity dateif certain conditionsare met.

Broker Price Opinion (BPO) — Seepage 3.

Buyer’'sAgent —A real estate agent who worksfor only the buyer. (See page 6).

Closing (Closing Date, Settlement Date) — The point when the buyer and seller sign all documentslegally required to

complete the sal estransaction and transfer ownership of aproperty. Thisincludes payment of appropriate closing costsand
signing necessary mortgageloan andtitle or deed transfers.
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ClosingAgent — A person responsiblefor preparation of all |oan closing documentsand overseeing the proper completion
of thereal estatetransaction.

Closing Costs—These arefeesin addition to the sale price of the property required to completethereal estatetransaction.
They include: points, taxes, financing costs, including the appraisal and credit report, and itemsthat must beescrowed. Both
buyersand sdllersusually incur someof these costs. Ask your agent for acompletelist of all closing costs.

Concession — Something given by one party in order to gain something from the other party during the negotiation of a
transaction. For example, the seller may offer moniestoward the buyer’sdown payment or closing costsin order to close
thedeal. All concessionsmust beincluded inthe purchase or salesagreement.

Consumer Market Analysis(CMA) — See page 3.

Condominium —Individualy owned unitinamulti-unit building or closed community. Common areasouts detheareacf the
individual unit are owned by the condominium association. A maintenancefeeiscollected usually monthly for property
upkeep, taxesand insurance. Thisfeemay change over timeand become higher as costsincrease and maintenanceissues
arisewithinthecomplex.

Contingency —A condition or termwhich must bemet in order for thereal estate saleto proceed. For example, apotentia
buyer may statein an offer to purchasethat the property the buyer currently ownsmust sell before being ableto purchase
your home.

Counter offer —An offer madein return by the person who rgjectsthe previousor initial offer. A counter offer dismissesthe
first offer and can be made by the buyer or seller.

Credit —Money givento anindividual for aspecific period of timewith specific termsof repayment based on an opinion
rating of theindividua’sfinancia situation and ability to repay previousand current indebtedness.

Credit Bureau —A company that compilesinformation on aconsumer’scredit and sellsthiscredit report to lenders.
Credit History —Anindividua’srecord of credit use. Itisalist of individual consumer debtsand anindication asto whether
or not these debtswerepaid back inatimely fashionor “asagreed.” Credit ingtitutionshave complex recording systemsthat
document your credit history. A detailed description of thishistory iscalled acredit report.

Credit Inquiry - Arequest for acopy of acredit report. Thisoccursandisnoted inyour credit report every timeyoufill out
acredit application or request credit and can be used by potential employers. Too many inquiriesonacredit report results

inalower credit score.

Credit Report —A document described abovethat isused to examineanindividual’suse of credit. It providesinformation
onanindividud’sborrowing and ahistory of repayment.

Credit Score—A computer-generated number that summarizesan individual’scredit profileand predictsthelikelihood that
theindividua will repay futureobligations. It providesinformation on anindividua’sborrowing and history of payments.

Debt —Money owed from one person or ingtitution to another such as credit cards, school loans, auto |oans, etc.

Debt-to-1ncomeRatio—The percentage of grossmonthly income needed to pay al monthly installment expenses, including
child or spousal support.
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Deed — Thelegal document conveyingtitleto aproperty.

Deed of Trust —A legal document inwhich theborrower conveysthe property titleto athird party (trustee) to hold assecurity
for thelender. Whentheloanispaidinfull, thetrusteewill “re-convey” the deed to the borrower. If theborrower defaultson
theloan, thetrustee can sall the property and pay thelender the mortgage debt. Thisdocument may also bereferredto asthe
mortgage.

Default —Failureto performalega obligation. A defaultincludesfailureto pay afinancia obligation, but may asobeafailure
to perform some action or servicethat isnon-monetary in nature.

Deposit —Money put down onreal estateto hold it for afuture purchase.
Depr eciation —Declinein the value of ahomeand/or property.

Discount Points—Finance chargeslevied by themortgagelendersthat are subtracted from thel oan proceedsbefore distribution
totheborrower. Pointsraisethe effective cost of amortgageloan.

Discretionary ncome—Theincomeleft over after al expenseshave been paid.

Down Payment — The portion of the purchase pricepaid for upfront by the buyer from hisown funds, reducing the amount
needed from alender.

Dual Agent —Onereal estate agent working for both the buyer and the seller. (See page 7).

Earnest Money —Money given, usualy with an offer to purchase, that qualifiesyou asaseriousbuyer. Termsof wherethis
money isplaced until acceptance of theoffer by the seller and conditionsfor itsrelease must be agreed upon by the seller and
buyer and must be stated in the sales contract.

Equity — Thedifference between thefair market value of aproperty and theamount still owed on the mortgage.
Escrow—Theholding of money or documentsby athird party, to be ddlivered when set conditionsarefulfilled. Thedesignated
escrow account must be agreed upon by both partiesand set in writing. May a so be an account with thelender intowhicha
homeowner paysaportion of annual taxesand insurance as part of each monthly mortgage payment. Most lendersrequire
escrow for thispurposeif the borrower haslessthan atwenty percent down payment.

ExclusiveAgency Listing Agreement — See page 9.

ExclusiveListing Agreement — See page 8.

Fixed Rate M or tgage—A homeloan with aninterest rate that does not change during the term of theloan.

Foreclosure—A legal actionthat terminatesall ownership rights of the homebuyer dueto the homebuyer’sfailureto make
mortgage payments or meet other termsof the mortgage loan.

Good Faith Estimate—A written statement provided by alender to aprospective borrower itemizing the approximate costs
and feesfor amortgageloan. Thisdocument issubject to change.

GrossMonthly Income—Income earned before taxes and other deductions.

16



Homel ngpection —A professiona inspection to determinethe condition of al mechanical and structura aspectsof ahome.
Thisisnot anappraisa.

Homeowner’slnsurance—A policy that protectsyou and thelender from | osses caused by damageto the structure of the
house or property. Thisinsurance can aso cover claimsagainst ahomeowner such asaninjury toavistor or damageto your
persond property contained inthehome.

HUD1 Settlement Statement —A find listing of the costs of the mortgage |oan transaction presented to and reviewed with
both partiesat closing. It providesthe salesprice, down payment, and the break out of all coststo the buyer and seller.

I nflation —Anincreaseinthegenera pricelevels.

I nterest — The cost of borrowing money from alender. It istypically expressed asapercentage of the amount borrowed.
Liabilities—Debtsand other financia obligations.

L icensee—A red estate broker, salesperson or apprai ser who has successfully completed al state requirementsto practice
inthe State of Ohio. In Ohio, al brokersand salespersonswho sall property for othersand are paid acommission must be
licensedto practicered estate. Appraisersin Ohio do not haveto belicensed to perform appraisal work, exceptinthe case
of transactions exceeding $250,000 and any |oan made or assumed by federa entities.

Lien —A claim against property which must be paid infull when property issold and beforetitle of the property can be
transferred.

L oan Assumption —A homebuyer’sagreement to take over thefinancia responsibility for payment of an existing mortgage
loan on aproperty. Aspart of thefinancia termsof the sales contract, thistransaction hasto be agreed uponin advance by
thelender who holdsthe current mortgage.

L oan Origination Fees—Thefeespaidto the mortgage lender that cover the mortgage application process. Thisisusualy
stated in theform of pointsand one point equal s one percent of the mortgage amount. It may a soincludethe credit report
andtheappraisal.

Market Value—The appraisal isused by thelender to determine the value of ahomefor the soundness of theloan and
marketability of the property. Thisvaueisnot necessarily synonymouswith price.

M or tgage— A loan secured by alien on your home.

M or tgage Broker —Anindependent finance professional who, for afee, bringstogether borrowersand lenderstofacilitate
real estatemortgages. 1n Ohio, mortgage brokers must beregistered and their |oan officers must belicensed.

MultipleListing Service(MLS)—A service used by real estate licensees asamarketing tool offering wide exposureto
propertiesfor sale. It statesparticul ar information on your home but isnot aformal document. (Seepage9).

Offer — A formal bid from aprospective buyer to purchase ahome. Besidesthe price the buyer iswillingto pay, itincludes
any concessions agreeableto the buyer, such asadditional time of possession for the seller, what appliancesare part of the
sale, and other factorsthe buyer wantsthe seller to consider. (See page 11).

Open Listing Agreement — Seepage9.
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Payment-to-1ncome Ratio— The percentage of grossmonthly incomethat is put towards housing expenses. Under most
circumstances, thisshould not be more than twenty-five percent of your grossmonthly income.

PITI —ThePrincipa, | nterest, T axesand | nsurance amountsthat normally make up thetotal monthly mortgageloan payment.

Points— Feesexpressed asapercent of the mortgage amount. For example, one point would be one percent of the amount
of themortgageloan.

Pre-Approval L etter —A written statement from alender verifying that aborrower qudifiesfor aspecificloan amount usudly
for the purchase of aspecific property.

Principal — Theamount financed inamortgage or other loan. Itisusualy the purchase price minusany down payment.

PrivateM ortgagel nsurance (PM ) —Thisinsuranceisrequired when the down payment isless than 20% of the appraised
valueof ahome. PMI iseliminated, when equity becomes22% of your appraised value, unlessyou signed your loan prior to
July 29, 1999. You may need an appraisal for thisin order to verify that thisthreshold hasbeen met.

Predatory L ending—Occurswhen amortgageloan includesunwarranted highinterest ratesand feesand isset up to primarily
benefit thelender or mortgage broker. Theloanisnot madeinthe best interest of the borrower, oftenlocksthe borrower into
unfair loanterms. Thisoften resultsin severefinancia hardship to the borrower and/or default ontheloan.

Pre-qualification L etter —Much likethe pre-approval letter, thisdocument statesthat you are ableto buy ahome but does
not commit thelender to aspecific loan amount and may be based on certain conditionsbeing met. These conditions may
includealimit on the purchase price, that the purchase be made within aspecific timeframe, or that the property must pass
certaininspections.

Resdential Property DisclosureForm—A formissued by the Department of Commerce, Division of Red Estate& Professiona
Licensing, that must be completed by the owner(s) of aproperty whenitisfor salethat notifies potential buyers of any
conditions, defects, or repairs. (Seepages 2, 12).

Property Flipping—When propertiesare purchased and often quickly resold at significantly higher prices, with substantial
rehabilitation to the property. Anappraised property vaueisinlinewiththe salesprice. Thistransaction doesnot victimizethe
consumersor lenders. [ llegal property flipping occurswhen properties are purchased and often quickly resold withinafew
daysor weeksat significantly higher priceswithout substantial rehabilitationto the property. Anappraised property vauefar
abovethe market rateisacritical component of aproperty flipping scam, which mid eadslendersand potentia buyersabout
theactual value of the property.

Purchase Agreement — Seepages 11, 12.

Radon — A toxic gasfound in the soil beneath ahouse that may contributeto cancer and severd other illnesses.

Rate Cap — A limit on the amount that theinterest rate on an adjustabl e rate mortgage can go up or down during any one
adjustment period or over thelifeof theloan.

Ratified SalesContract —A signed contract by both the seller and the buyer, signifying both partiesagreeto the offer and al
thetermsof the salesagreement.
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Realtor —A member of the National Association of REALTORS®, atrade association made up of professional real estate
practitioners. Thisassociation hasregistered the name* Realtor” and only those members of the association may usethis
term. All other licensed real estate agentsare prohibited from using thistermwhen identifying themselves. Otherwise, all
other licensing activitiesfor the purchase and sale of rea property remainthesamefor al licensees.

Seller’sAgent —A real estate agent who worksfor only the seller. (See page 6).
Split Agency — Two agentsfrom the same company, oneworking for the buyer, the other working for the seller.

Title—Theright toand theownership of land. Titletored estateisusually conveyed by awritten document that transfers
ownership fromthe sdller to the buyer known asadeed. Titleissometimesused to mean the evidence of proof of ownership
of land.

Titlel nsurance—Insurancethat protects certain partiesagaingt financial 1oss should the homebuyer’sownership belost due
tolega problemswiththetitlethat werenot discovered during thetitle search. Only thelender isprotected by theinsurance
issued a closing. Borrowersmay purchase similar insuranceto protect themselves.

Title Search —The process of researching aproperty’scurrent and prior ownership to make sureatitleisfreeand clear of
any outstanding claimsbefore being transferred to the next owner. Itisnormaly performed by an attorney and paid for by the
borrower as part of the closing costs.

TruthinLendingAct (TILA)—Thefederal law requiring disclosure of astatement for all consumer loansthat includesa
summary of thetotal cost of credit, such astheAnnual Percentage Rate, closing costs, and other specificsof theloan.

Underwriting—Thisterm refersto the processalender usesto determineloan approva. 1tinvolvesevauating the property,
theborrower’scredit, and the ability of the borrower to repay the mortgageloan.

Uniform Resdential L oan Application —Thisisastandard mortgage application that your lender will ask youto complete.
Theformwill request information onyour income, assets, liabilities, and adescription of the property you planto buy, among
other things.

Warr anties—Written statements guaranteei ng the quality of aproduct with the promiseto repair or replace defective parts
freeof charge.
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