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Getting Started

To Begin:
• Be sure to save a copy of this file, and always keep a backup of the original

Links:
• From the Table of Contents, simply click on a Chapter and the link will take you directly to 

the Chapter. 

• One of the best parts of this book being presented in e-book format is the ability to 
interact with the links to other resources. 

• As long as you are using the latest version of Adobe Acrobat Reader, you will be able to 
quickly visit any of the sites referenced.

Printing:
• Feel free to print a copy of this book for YOUR OWN PERSONAL USE. 

• You also have my permission to print and bind 1 copy of this book at any Kinko’s, Office 
Depot, or other such place that offers this type of service. 

Updates:
• You will receive future updates of this book free of charge. The retirement 

community “landscape” is forever changing, and with this guide, as well as future 
editions, you will be prepared no matter when you choose to retire. 
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Recommended Resources

Weʼre confident that thereʼs not just one website or resource that can cover all the 
issues surrounding retirement living completely. With this in mind, weʼve compiled a list 
of what we think are the best retirement community and general retirement living 
websites around. 

Please visit our friends and tell them we said “Hello”.

www.55places.com - Run by Bill Ness, a former executive with retirement community 
developer Del Webb. If anyone knows the ins and outs of retirement communities, itʼs 
Bill. 

www.TopRetirements.com - What youʼll like best about John Bradyʼs approach is that 
heʼs hands on, mostly writing about communities and places that he has actually visited.

www.RetirementRevised.com - Published and edited by Mark Miller, whose column 
Retire Smart is syndicated in more than 30 newspapers around the U.S. every week. 
The siteʼs focus is the reinvention of traditional retirement–how the baby boom 
generation is revising its approach to careers, money and lifestyle after age 50.

www.PreRetirementLife.com - The premier guide to making your 50 plus PreRetirement 
years the most rewarding stage of your life. Site focuses exclusively on adults aged 50 
to 64–and beyond–who are facing the challenges and opportunities of a very exciting 
life stage for which, oddly, there is no name.

www.ActiveAdultLiving.com - Started by Lisa and Stephan LaCount, this site is one of 
the most comprehensive collections of information about retirement communities on the 
web. 
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Worth Picking Up:
Nextville - Written by Barbara Corcoran, Nextville identifies the top eight trends that 

are changing where (and how) boomers are retiring. And she helps you figure out what's 
most important to you in your next place-whether it's pursuing your passions, living 
green, finding community, living young in a city or college town, or even staying right in 
your old home town.

Florida for Boomers - If youʼre moving to Florida or even thinking about it, this is the 
most comprehensive and complete guide around. 

Retirement Places Rated: What You Need to Know to Plan the Retirement You 
Deserve - Covers popular retirement cities across the country. A great guide to have as 
reference if you havenʼt yet narrowed down where you want to retire. 

Kindle2 - You may have seen this on Martha Stewart or most recently Oprah. But let 
me tell you it is quite simply the best reading experience Iʼve ever had. A little pricey but 
it puts sheer joy back into my reading. Iʼm smarter for owning one. 
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NOTICE
The authors have used best efforts in preparing this book, however no warranties as to the 

accuracy or completeness of the information provided herein are expressed or implied. The 
authors are not qualified to render legal, tax, or financial advice and the reader should consult 

with proper professionals before acting upon the information in this book. The authors and 
publisher disclaim any liability, loss, or risk that is incurred as a consequence of the use and 

application of the contents of this book. The opinions expressed in this manuscript are solely the 
opinions of the authors and do not represent the opinions or thoughts of the publisher.

Ultimate Retirement Community Buyer’s Guide
Copyright © 2008-2009 For Boomers Media 

All Rights Reserved 

This book may not be reproduced, transmitted, or stored in whole or in part by any means, 
including graphic, electronic, or mechanical without the express written consent of the publisher 

except in the case of personal use by someone who has purchased this book. 

For Boomers Media
http://www.forboomersmedia.com 
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Chapter 1: Introduction
If you are thinking of buying a new home and retiring, or at least considering buying a 

second home in the next couple of years, this book is for you. The idea for this book was born 
out of frustration.  For the past several years, as a real estate broker and more specifically a new 
home salesperson, I have worked primarily with baby boomers who were either purchasing their 
future retirement homes, or buying second homes to visit and enjoy with friends and family. 

 No matter how successful, well-educated, or bright these baby boomers were, 
each had their own set of questions that they needed answered.  Some had basic questions such 
as where to retire, what each region offers, and what the weather would be like at different times 
of the year.  Others pondered what they might do to fill their days, wondering whether they 
would continue to work in retirement, start new businesses, or split their days between the golf 
course and the beach. 

 Invariably, their questions would eventually turn to real estate.  They needed to 
know things like where could they find the best values in home prices, how much would their 
taxes be, would they be able to get insurance and how much would the insurance cost.  Others 
wondered what type of community would be best for them, for example, would they want to live 
somewhere that has a Homeowners’ Association? Many other boomers were interested in 
learning more about the process of having a new home built. 

 What was frustrating for me was seeing so many of them receive and act on 
misinformation that they found on an unreliable website, or that they received from well-
intentioned but misinformed friends or family, and in a few rare cases, from agents or builders 
with only their own interests in mind.  Our goal for this book is to answer the questions that you 
have about buying or building a new home and eventually moving to enjoy their retirement. 

 Best wishes for your retirement!

    - The Editors of For Boomers Media 
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Chapter 2: Choosing an Area
Choosing an area in which to live can be difficult. There are many great choices available to you. 
But you can use these tips to narrow your choices down and eventually make a final decision on 
a place that fits your lifestyle and budget, suits your housing needs and desires, and that you’ll 
love for years to come. 

Getting Started

Since you likely live hundreds-- if not a thousand-- miles away from where you might eventually 
retire, the best place to start your search is online.  Visit the websites of the local newspapers for 
the cities, towns, or areas you are investigating and do some general exploring and reading. You 
can often find information on the history of an area, photo tours and sometimes virtual tours. 
Don’t forget to scan the real estate classifieds to get a feel for home prices in the area. It will also 
be helpful to read some local articles and editorials. These can give you a sense of the feel of an 
area, and reveal items of interest or concern for the local residents. 

Links to most major newspapers in the U.S. can be found at: http://www.usnpl.com

Radio and TV news stations also have some excellent resources on their websites. Radio stations 
can be especially helpful for finding information in line with your interests. For example, a 
community calendar for a country music station might list events that would appeal to their 
typical listener.  These events would be different than events that might interest an oldies or easy 
listening crowd. 

Next, visit the websites of the area chambers of commerce and request an information package. 
The information packages will usually include a brochure on the area filled with advertisements 
for local businesses, information on annual events, a guide to local history, and usually a map of 
the area that will come in handy when you make an in person visit.  In addition, request 
information from some new home builders and communities in the area, to see if the types of 
houses they offer appeal to your wants and needs.  If the area seems like it might meet your 
requirements, go to the next step. 

Links to most Chambers of Commerce can found at http://www.uschamber.com/chambers/
directory/default.htm?d=false

Getting Personal 

 It goes without saying that you should talk to friends or relatives living in Florida, but 
don’t overlook people in your extended network or sphere of influence. For example, did your 
golf buddy’s brother-in-law recently move to Florida? Give him a call and get the scoop. 

 Visit online groups and search for topics involving “retirement,” and “real estate” in the 
states that interest you. Google Groups and Yahoo Groups are great starting places. You can 
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usually count on people being quite frank with their feelings about each topic in these online 
groups.  

Check out: http://groups.google.com and http://groups.yahoo.com

Government

 Visit the website of the local government. By the looks of things, are they up-to-date 
technologically?  Read through official statements and press releases you may find.  Does the 
local government seem prepared to manage the growth their area may be experiencing? 
 Also, what are the taxes like in the area? Is the government being wise and prudent in 
their spending, or does it seem like they are plundering windfalls from property tax increases? 
These are all not easily answered questions but with a little research you can get a feel for what 
some of the answers might be. 

Where is the Best Place to Retire?

 It’s impossible to say exactly where “the” best place is to retire. It should be different for 
everyone. But Money Magazine has compiled data on more than 50 areas in Florida, allowing 
you to search for your ideal retirement location based on different criteria such as availability of 
health care, affordable housing, recreation, amount of population over 50, and other criteria you 
select. 

Visit: http://money.cnn.com/magazines/moneymag/bpretire/2008/index.html

State by State Information

Follow the links provided in this section for information specific to retiring and relocating to 
each state. The For Boomers Media site links will lead you to our network of sites providing 
reviews of specific retirement communities in each state as well as other pertinent information. 

The Relocation Site listed for each state is the official website for each state. This is where 
you will find information about moving to each state, becoming a resident, learning about local 
government and other services. 

State For Boomers Media Site Relocation Site
Arizona          http://www.arizonaforboomers.com/ http://az.gov/webapp/portal/
California          http://www.californiaforboomers.com/ http://www.ca.gov/
Florida http://www.floridaforboomers.com/ http://www.myflorida.com/
Georgia http://www.georgiaforboomers.com/ http://www.ga.gov/
Nevada http://www.nevadaforboomers.com/ http://www.nv.gov/
New Mexico  http://www.newmexicoforboomers.com/ http://www.newmexico.gov/
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North 
Carolina

http://www.carolinasforboomers.com/ http://www.nc.gov/

South 
Carolina

http://www.carolinasforboomers.com/ http://www.sc.gov/

Tennessee http://www.tennesseeforboomers.com/ http://www.tennessee.gov/
Texas http://www.texasforboomers.com/ http://

www.texasonline.com/
portal/tol

Home Prices

 To get a general feel for what the prices of homes are in the area in which you are 
looking, visit sites like Realtor.com. They will show you all the homes listed in the Multiple 
Listing Service for the city or zip code that you specify. Enter your required number of bedrooms 
and bathrooms as well as your price range and see which homes come up as a result. 
 

   
Two real estate websites, Zillow.com and Trulia.com, have neat features where you can enter a 
zip code or city and see a colored-coded map which reveals where the prices are more or less 
expensive.

http://www.realtor.com
http://www.zillow.com
http://www.trulia.com

Home Guides

 There are several real estate and home guides available that can be a good resource for 
finding retirement real estate. Guides such as Homes and Land, The Real Estate Book, and 
Digest of Homes can be ordered by phone or on-line for the specific areas you are interested in.  
These magazines contain ads for available homes and for real estate agents and lenders 
promoting their services.
 One caution: If you sign up by phone or on-line for a magazine to be mailed to you, they 
will of course ask for your address so they can send the magazine. They will also ask you for 
your email and phone number, which they do not need to send you the magazine. Your contact 
information is then distributed in many cases to the agents and lenders advertising in these 
magazines. If you do not want anyone to bother you with e-mails or phone calls, keep your 
phone number and e-mail address confidential. 
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For more information or to order magazines on-line:
http://www.homesandland.com
http://www.therealestatebook.com
http://www.digestofhomes.com

Magazines and Books

 There are three magazines that you’ll want to check out for their informative content as 
well as community listings and advertisements. These magazines include Where to Retire 
Magazine (wheretoretire.com), Living Southern Style (livesouth.com), and 2nd Home Journal 
(2ndhome.net). Each has its own style and there are plenty of advertisers from retirement 
communities on the pages of each. 
 Last but not least, to round out your retirement bookshelf, pick up a copy of The New 
Retirement by Jan Cullinane and Cathy Fitzgerald (Rodale, 2007). This book covers a wide 
spectrum of retirement topics. While the book’s content is not just limited to real estate, it does 
include a section on recommended locations throughout the country to move to for retirement. 
The retirement planning forms and worksheets provided in the back of the book alone are worth 
the price of the book. 

Real Estate Shows

 Real estate shows are a great opportunity to check out some of the new communities 
without even having to set foot in the state. Home builders, developers, and real estate agents 
come to these shows in hopes of making a good first impression on potential buyers like you.  
The shows are set up so that you can wander around and stop for information at booths that look 
like they may be of interest to you. 
 Two companies that organize these shows are Live South Shows (run by the same 
company as the previously mentioned Living Southern Style Magazine), and Florida Lifestyle 
Expo. Show locations are primarily in the Northeast and Midwest U.S. 

For more information on show dates and locations visit http://www.livesouthshows.com and 
http://www.floridaliving.org

Make a Visit

 Now that you’ve gathered a bunch of information on places you think might interest you, 
its time to make a visit. When you visit an area, especially one you’ve never been to before, there 
are certain things you’ll want to look for to help you decide if this is an area you might like to 
live in. Using the map that came in your package from the local chamber of commerce 
(otherwise you should buy a local map), drive through some different parts of the community. 
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 As you are driving, are you seeing restaurants, businesses, shopping centers and so forth 
that look appealing to you and that match your ideal lifestyle? Stop in at some different 
establishments like restaurants or shopping malls and take a look around. Ask people you come 
in contact with what they like or don’t like about the area. See if they have any recommendations 
of places to look for homes or any other relevant information they are willing to share. 
 Keep in mind that every city or town has its skid row. The areas around airports tend to 
be especially bad, so don’t turn around and get back on a plane if you haven’t ventured more 
than a few miles from the airport. 

Drive Through Some Neighborhoods

 Take a detour off the main roads and into some residential neighborhoods.  Are the homes 
what you expected? Are people’s yards well maintained? Visit some of the new communities and 
model homes in the area or take a tour of some resale homes that you’ve arranged to see ahead of 
time with your real estate agent. 

Facilities and Services

 Look for the amenities that are important to you. Are there libraries nearby and are they 
up to date? What about medical facilities?  Check to make sure an area’s cultural activities, 
recreation facilities, beaches and parks, golf courses, and whatever else is important to you are 
available at a level that will fit your needs and desires. 
 Make a list of your current weekly activities (garden club, rotary, church, etc.) and be 
sure that the area you choose provides you the opportunities to continue to do what you enjoy. 

You’ve Got Visitors

 
 Keep in mind the likes and dislikes of friends and family members who will be coming to 
visit. Do your kids and grandkids love the beach, or is a ten-minute drive to Disney World more 
important? Presumably you will want them to visit as often as possible, so get their input before 
deciding on a place. 
 One of the worst things that could happen to you during this transition to retirement life is 
you find your dream home, but hate to go out into the community surrounding it for lack of 
things to do and be a part of. Or you buy your dream home, but find that when the kids and 
grandkids come to visit there’s nothing fun for them to do. But this won’t happen to you as long 
as you do some prudent research and investigating before you make a purchase and settle in. 
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Chapter 3: How to Find a Real Estate Agent
If you took the initiative to purchase and read this book, you know better than to simply trust that  
the first real estate agent who crosses your path will be able to adequately handle the complex 
details of your real estate purchase. Unfortunately, this is not the case for many people.  
According to the National Association of REALTORS®, 70 percent of people complete a real 
estate transaction with the first agent they made contact with. 
 In order to find the very best real estate agent for you, first ask friends or family who 
have moved to the area you are considering for referrals. If you don’t have anyone to contact in 
the area you are considering, try doing an internet search, such as “Orlando real estate agent,” 
and investigate the websites of several agents that come up. Also pay attention to agents you see 
advertising on Zilllow and Trulia. These will often be the most engaged and tech savvy agents.
 Also, try contacting the chamber of commerce for the city you plan to move to and see if 
they have any recommendations. It is a good idea to contact at least a few agents in the early 
stages to get a feel for what to expect down the road. Be open and forthright with them if you 
have used the services of another agent before contacting them, so that there are no surprises for 
anyone later. 
 Ask the agents questions about their qualifications, years of experience in their market, 
and whether they have helped other people, particularly boomers like you, relocate to their area. 
They should be able to offer you written testimonials from satisfied clients. Also, since you will 
be new to the area, make sure the real estate agent has a strong network of local service providers 
such as attorneys, home inspectors, and lenders to recommend to you.  

 
Buyer Brokerage

 Buyer Brokerage is a type of agent-client relationship that you could engage in. 
The Exclusive Buyer Brokerage Agreement, if presented to you, is a document that essentially 
binds you to a certain agent, for a certain amount of time, to look for a certain type of property. 

 The thing to be careful of is that the agreement is usually written with you, the 
buyer, being held responsible for paying the agent’s fee if the seller does not agree to pay it, or 
paying for any shortfall in the amount required by the agent. It should be noted here that not all 
buyer's agents operate in this fashion, but several do. 

  I'm all for working with a buyer's agent, someone who has only your interests, not 
the sellers, at heart. However, because compensation is usually offered through the seller, you 
should request that they delete the clause requiring you to pay them their fee if the seller will not. 
The only exception should be in the case of the agent finding you a for-sale-by-owner property 
that does not offer the agent compensation. 

 If you wish to be shown for-sale-by-owner properties, be clear up front with the 
agent about how much you are willing to pay. Most agents will ask for a percentage of the sale 
price, usually two to three percent, but you're better off paying them a flat fee to help you. For 
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example, if you agree to pay a percentage, the agent makes out better when you pay $300k for a 
house than they would have if had they helped you negotiate a sales price of $270k. 

Special Designations

 As you search for an agent, you may find that the initials after their names are 
beginning to look a little like alphabet soup. John Smith, GRI, ABR, MBA. Jane Smith, CRB, 
CRS, e-Pro.  It can be helpful to know what some of these letters (which abbreviate different 
designations that the agent has earned through experience or education) stand for.  If you see an 
agent who has letters after their name that I haven’t mentioned, just ask what the initials stand 
for. I’m sure the agent would be more than happy to tell you about it. 

 
Graduate Realtor Institute – GRI

GRIs have obtained their designation by attending a minimum of 90 
hours of classroom instruction on topics including contract law, 
professional standards, sales and marketing, finance, and risk reduction. 

When working with a REALTOR® who has earned the GRI designation, 
you are working with someone who has shown that they are dedicated to
their profession, knowledgeable, and adequately trained to help your 
transaction go as smoothly as possible. 

  
Council of Residential Specialists – CRS

Before obtaining the CRS designation, REALTORS® must have a considerable amount of 
experience, have conducted a certain volume of real estate deals, and must have completed 
rigorous educational requirements.  Less than four percent of all REALTORS® are members of 
the Council of Residential Specialists, making it a very elite group of agents.

Certified New Home Salesperson – CSP

This is a designation that you might see when shopping for new construction homes. The 
CSP designation is offered to new home salespeople through the National Association of Home 
Builders (NAHB). Salespeople with the CSP designation are trained to relate to their new-home 
seeking customer’s wants, needs, and desires, and to guide them smoothly through the 
sometimes rocky road that is new construction. 

Accredited Buyer Representative – ABR

ABR stands for Accredited Buyer Representative. An agent with this
designation has been specifically trained to work with different types of
buyers, such as buyers of new homes, e-buyers, and relocation buyers. 
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As with most of the other designations I've mentioned, the ABR 
designation is earned by completing extensive education requirements 
and possessing a proven track record of working with buyers.

Resort and Second Home Specialist

 A REALTOR® with a Resort and Second Home Specialist designation can 
successfully guide you in your purchase of a second home or investment property in resort towns 
and communities. Training for this designation includes courses on creating wealth through 
investment real estate, managing second home and investment properties, and the essentials of 
international real estate. They are also trained in 1031 tax-deferred exchanges, also called “like 
kind” exchanges, where you can avoid paying taxes on the sale of an investment property by 
using the profit to purchase a property of equal or greater value. This is becoming a popular 
designation due to the rapid rise in second and vacation home ownership.  

E-pro

 If you prefer to do a large part of your home shopping online, or at least your 
initial research, and you would rather converse with and vet an agent through e-mail versus over 
the phone, than working with an e-pro may be for you. E-pros are trained to answer e-mails 
promptly and professionally, offer extensive property listings and other information to you 
electronically, all the while respecting your time and your privacy. While any REALTOR® 
should be able to send you pictures by e-mail of properties you may be interested in, e-pros can 
do that and much more. E-pros have taken the extra steps to acquire the training and expertise 
that will benefit the internet consumers of today. 

The Rest of your Real Estate Team

 In addition to your REALTOR®, you may want to have one or more of the following 
people on your side during your search for, and purchase of, a new home. 

Attorneys

 In several areas, perhaps the place you currently live, attorneys are required in all 
real estate transactions. Not so in some states such as Florida. However, this does not mean you 
should not use one, especially if it is a complex transaction, or there are clauses in the contract 
that you do not understand.  It can certainly make you feel more comfortable having a set of 
trained eyes on any contract you sign.  One point I would like to make, however, is that if you 
are buying real estate and would like the counsel of an attorney, use an attorney based in that 
specific local area, preferably one who specializes in real estate. 

 I'm sure the attorneys where you are currently living are very competent and 
would never purposely misguide you, but for your protection, it’s better to use an attorney who 

22



deals with real estate transactions in the local area on a daily basis. You wouldn't use a medical 
malpractice attorney to defend you in a DUI case, would you? Then don't do the same with your 
real estate transaction.  The best way to find a real estate attorney is through a referral from your 
real estate agent. They should give you a list of more than one attorney to check out on your 
own. 

Tax Advisor and Accountant

 When deciding to purchase a home in a retirement community, there are a number 
of tax considerations you should discuss with your tax advisor or accountant. Among the many 
concerns is whether you should pay cash for your new home or get a mortgage so that you can 
get the tax deduction on the interest. This is not an easily answered question, and the answer will 
not be the same for everyone. But your tax advisor or accountant should be able to help you 
decide what’s best for you and your situation. 

Financial Advisors

 Buying real estate anywhere is both a financial and an emotional decision. 
Naturally, you will seek the guidance of as many people around you as you can. For some 
people, this includes seeking the guidance of their financial advisor. 

  Most financial advisors put their clients’ interests before their own and should be 
highly regarded for the contribution they can make in developing an individual’s financial 
strength. However, just as in any other industry, the financial advisor industry does contain some 
unscrupulous people who have a tendency to look out for their own interests, rather than those of 
the client’s. If you have done all the research you can do regarding your decision to purchase a 
home and feel comfortable with it financially, you should not let the advice of a financial advisor 
or stockbroker stand in your way. 

 When consulting with your advisor or broker about a real estate purchase, 
remember that they are usually compensated based on how much money they are directing for 
you. If they could stand to lose hundreds of thousands of dollars from your portfolio because you 
want to sell some investments to pay cash for a new home, they may not be happy about parting 
with your money. If you sense any personal motive in their advice to you on this matter, take 
your money and run, don't walk, to find another advisor. 
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Chapter 4: Types of Homes

New Homes vs. Resale

 When considering a new home purchase, one of the first decisions you should make is 
whether to have a home built, or buy a resale (previously occupied) home. Your decision will 
depend on several factors including how quickly you need a home, your personal taste, and other 
factors. Here are some pros and cons of both. 

Pros of Building a New Home

 One of the best things about a brand new home is that it is under warranty from the 
builder. If (almost) anything goes wrong while the home is under warranty, you won’t be charged 
to have it fixed. Assuming you are building from scratch (not buying a builder spec home), 
you will get to choose your own décor like carpet, tile, cabinets and counters. This helps to 
personalize the home to your tastes and to give it some of your own soul. You also have the 
ability to customize to an extent, depending on what types of changes the builder allows. 
 Also, you will usually qualify for better insurance rates because the home will be built to 
current building codes. 

Cons of Building a New Home

 One of the cons of building a new home is that you typically have to wait for the home to 
be built, unless the builder has the style of home you want in his inventory (commonly referred 
to as “spec” homes or “quick move-in” homes). If you are on a tight schedule, or you do not 
want to find a temporary place to live while your home is under construction, you might want to 
pass on building a new home. 
 Also, builders are typically not negotiable on their prices, mainly because when they 
price their homes they use a set profit margin and hate to stray from that figure. Your best shot at 
getting any wiggle room on the price is with negotiating option prices. Builders usually have 
huge markups of 50-100% or more on options and extras not normally included in their 
“standard” houses. 
 Keep in mind that some builders are willing to negotiate on the overall price of the house, 
and that it also depends on the market. If they have a lot of homes in inventory (buyer’s market), 
they may be more likely to negotiate with you than if they don’t have very many homes available 
(seller’s market).
 Another important factor to consider is that building a new home can be an overwhelming 
and nerve-wracking process. Seeing little day-to-day progress can be exasperating and many 
people feel the urge to micromanage the builder when there is usually no need to do that. If you 
are predisposed to being a micromanager, skip the headaches and buy a home that’s already built. 
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Pros of Resale Homes

 One pro of buying a resale home is that unless you have plans to do some remodeling 
before you move in, the home is ready to be occupied, and you know exactly what you’re 
getting. You get to avoid the roller coaster of emotions involved in building a new home. 
 Most home sellers are open to negotiation on price. Again, this depends on the market, 
and in some cases why the seller is selling. Helping you negotiate is where your real estate agent 
comes in handy. 

Cons of Resale Homes

 With a resale home you are not able to choose your décor such as tile and carpet, cabinets 
and countertops, or make any customization or personalization until after the purchase and, even 
then, not without a remodeling budget. It is what it is. Someone else has chosen the colors and 
materials, and their tastes may differ from your own. Something else to consider is that, 
depending on the age and construction of the home, your insurance may cost more. 
 Additionally, if you want the protection of a home warranty, it must be purchased 
separately at your expense, unless the seller provides one. Also, don’t forget you’ll need a home 
inspection.

Should you Rent?

 Another possibility for you to consider is renting a home for a year or two while you 
acclimate yourself to your new area. This can be helpful for a someone who isn’t sure they want 
to retire in a certain place, or live in a certain neighborhood, or type of home. You can try it out, 
and when your lease is up, you can decide what to do from there.
 Most experts agree that in most cases buying is better than renting. Not so much because 
of future appreciation that can take several years to realize, but for the tax benefits of owning, 
like deducting mortgage interest and real estate taxes. But in a situation where you are the least 
bit unsure of your decision, renting may be the answer. It would do you very little good to plunk 
down tons of money on a new home, only to decide you hate the area, and in six months or a 
year later pick up and find a new home in a new area. 
 There are other problems with renting as opposed to buying, including the difficulty of 
finding something that suits your tastes and housing needs. There’s no such thing as a custom 
built rental. Plus, if you do find a place, since you don’t own the home you’ll be restricted in 
making any changes to its appearance. 

Single Family Homes

 The most basic and most popular type of home is the single family home. It’s 
what most people think of when someone says “house”. A standalone structure, a single family 
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home sits on its own piece of land, be it the size of a credit card or several acres. Single family 
homes offer their owners the most sense of space. Even if your neighbor’s home is only five feet 
away, as will be the case in some communities, you still have a feeling of separation and distance 
from them. When standing in your living room, you really can’t tell if the neighbor’s house is 
five feet or 50 feet away. 

 Single family homes typically offer the most flexibility when you wish to make 
changes, such as adding an addition, changing the exterior color, or putting in a pool. 

 If you buy a single family home in a subdivision governed by a Homeowners’ 
Association (HOA), you will not have as much flexibility with what you can do to your home. 
The Architecture Review Board or ARB must typically approve most changes, especially those 
affecting the exterior appearance of the home. However the upside is that your neighbors will 
have to conform to the same standards when they wish to make changes. Be sure to read the 
HOA restrictions before purchasing to make sure they’re rules you are willing to follow. 

 As an owner of a single family home, you will be responsible for the home’s 
maintenance. You will be responsible for cutting the grass, trimming the shrubs and bushes, 
painting, pressure cleaning, and any other exterior maintenance as needed. 

 For someone who has better things to do than to spend Saturday on yard work, however, 
the new trend in some communities is for single-family homes to be maintained on the outside, 
just like a townhouse or condo. These are called “maintenance-free communities” or 
“maintenance-free lifestyle communities.” Just as in a townhouse or condo, the owner is assessed 
a fee to pay for certain services such as lawn care, periodic painting, and pressure washing. 

Condominiums

 Condominiums, or condos, are popular all over most retirement states, but even 
more so in coastal areas. Condominiums are buildings comprised of several separate units. 
Theoretically, the price of the land that the condo is built on is spread across the units, with units 
on higher floors typically commanding higher prices and yielding better views. For example, 
someone who wants to live on the ocean and may not be able to afford the several million-dollar 
price tags for a home may opt instead for a condo at a lower price. Even so, some condos run 
into the millions of dollars depending on location and features.

 Condominiums are communities unto themselves. The beauty of condo living is 
that most of the upkeep of a regular single family home is eliminated. There is no lawn to cut, no 
shrubs to trim, and you won’t ever be asked to paint the building in your spare time on the 
weekend. Amenities range from the bare bones with a swimming pool and fitness room, to total 
luxury with full-time concierge, doorman and valet, room service, spas, and restaurants. 

 
Townhouses
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 Townhouses can be considered sort of a happy medium between a single family 
home and a condo. Townhouses are two-story structures that are similar to single family homes 
in that they sit on their own piece of land.

 They are also like a condominium in that they are attached to one or more other 
homes. They commonly include either a one or two-car garage and also a front or back patio for 
lounging outside. 

 The outside of the home is typically taken care of for you, you don’t have anyone 
living directly above you, and there is frequently a small piece of the yard for you to call your 
own in which you can plant annuals or a rose bush, etc. (often subject to community restrictions). 
These benefits account for the rise in popularity of townhouse living in Florida. 

 In most communities, townhouse owners are assessed for the maintenance of the 
common areas (parts of the community owned equally by the home owners), as well as any 
amenities provided such as swimming pools, tennis courts, and pavilions. 

 These assessments can occur monthly, bi-monthly, quarterly or yearly. Most likely 
these fees will not be figured into your mortgage, so you will have to make a separate payment 
when it is due. Again, you should review the budget and the association rules before you make a 
purchase. 

Attached “Villas”

 Available in some communities, attached villas are very similar to townhouses in that 
they are attached to another unit. However, they are only one story and therefore have no stairs, 
which some people find to be an attractive feature. 

Manufactured Homes

 Close your eyes and step into a modern manufactured home. Now open them. Are you 
sure that you’re really in a manufactured home? You see drywall, crown molding, tile, hardwood 
floors, a fireplace, decorative niches, and archways.  Then look at the floorplan and layout, it 
seems that this can’t be a manufactured home!
 Manufactured homes have come a long way from the long and narrow tin cans on wheels 
of the 50s, 60s, and 70s and have evolved into a logical, economical, and safe choice for many 
would-be homeowners. Affordability is one of the main factors driving the increase in 
manufactured home ownership. Manufactured homes cost considerably less than their site-built 
counterparts, sometimes 25-50 percent less, in fact. 
 Money is one thing you say, but are they safe? Today’s manufactured homes are built in 
quality and environmentally controlled factories and adhere to current federal building codes. 
This, combined with the fact that they are anchored to the foundation on which they sit, a 
process that is overseen by local building inspectors, means a safe and secure home that can 
withstand the elements. Manufactured home builders’ websites are often filled with testimonials 
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of how their homes have been able to withstand hurricane force winds just as well and 
sometimes better than some site-built homes. 
 Before you jump in though, some caveats to consider: Though they may be built to 
withstand winds over 100 mph and are up to federal codes, manufactured homes are still feared 
by many insurers. It can be tough to find insurance on your manufactured home at a reasonable 
rate. Also, when hurricanes threaten Southeastern states, especially near the coast, manufactured 
home communities are almost always under mandatory evacuation orders, even if site-built 
home communities surrounding them are only under voluntary evacuation orders. That might be 
something to think about if you don’t want to have to pick up and go every time the wind blows. 

Manufactured Home Communities

 Most folks entertaining the purchase of a manufactured home will be considering 
manufactured home communities that offer a full array of amenities like golf, tennis, swimming 
pools, clubhouses, and restaurants and bars. It’s not just the home, it’s the lifestyle that people 
are after, and many developers have realized this and are offering it to the manufactured home 
buyer. 
 However, in many (though not all) manufactured home communities, you do not own the 
land your home sits on, the developer does. One of the main factors in a home’s ability to 
appreciate is its location and land value, something that in this arrangement you have almost no 
stake in. This is often times a thorn in the side of residents, but it is what it is. If you really want 
to live there, it’s simply something you’ll have to deal with. 
 Also, the developer will pay the taxes and provide the services outlined in the developer 
agreement such as grounds maintenance, lawn care, security, and the like, and in turn will 
charge you a fee, commonly referred to as “lot rent.” This is a source of revenue for the 
developer. The developer is providing you certain services, and you are paying him for 
providing them. Likewise, when he has an increase in costs or taxes, these increases will be 
passed on to the homeowners. 
 One of the best ways to find out more about what owning and living in a manufactured 
home in Florida might be like is to talk with people who live in a manufactured home. If you are 
curious, when visiting an area spend some time driving around a manufactured home 
community and talk with some residents if possible. Most will be glad to share their experiences 
with you, whether they are good or bad. 
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Chapter 5: Types of Communities
Country Club

 Golf course communities, also referred to as Country club communities are extremely 
popular. Courses can range from fairly modest to extremely upscale. Many communities 
have more than one golf course.  Most have at least one clubhouse with such amenities as a 
fitness center, practice facilities, pro shop, restaurants and bars, banquet facilities, even full 
service spas, so that you can enjoy a massage after that tough round of golf. 
 Some golf courses are private, meaning you must be a member or the guest of a member 
to play there. Membership rates vary among country clubs depending on the location and caliber 
of the course. Keep in mind that most private courses have a food and beverage minimum, 
meaning that you have to spend at least “x” amount of dollars in their restaurants and bars within 
a designated period of time. Thankfully, sometimes purchases in the pro shop can be applied 
towards meeting your food and beverage minimum. If you lose as many golf balls as I do, you 
should have no problem reaching your food and beverage minimum.   
 Many country club communities have equity memberships, which pass from one party to 
another through the sale of real estate in that community.  If this is the case with the home you 
intend to purchase, be sure that the real estate contract includes the right to the membership. Your 
real estate agent can help you with this. 
 Some communities have both a private course and a public course. You can own a home 
in a community such as this, not be a member and instead choose to play the public course 
exclusively. Surely, though, if your budget allows you will probably want to be a member of the 
private course to give your golf game some variety. 
 Country club communities with a golf course that is always open to the public are also an 
option. Be aware, however, that public courses tend to be more crowded than private courses, 
although this can depend on the time of year, the level of the course, and the price you have to 
pay to play. Some new communities allow the public to use their golf courses until there are 
enough residents and consequently enough members in the community. This is both good 
common sense and sound economics. 
 If you do not play golf, you may want to think twice about buying a home in a golf 
course community. Many boomers who do not play golf resent the fact that they are sometimes 
required to help fund its operations through their homeowners’ association dues. Whether or not 
this occurs depends on how the homeowners’ association and club budgets are set up, so you 
might want to look into that before you buy. 

Active Adult / 55-Plus communities

 55-plus communities are communities where the majority of the homeowners are over the 
age of 55. For a community to qualify for the 55-plus designation and to be marketed as such, at 
least 80 percent of the units have to be occupied by at least one person over 55. A common 
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misconception is that everyone must be over 55 but that simply isn’t true. On the other hand, this 
does not mean that someone under 55 must be allowed to purchase a home. A community-- 
through its deed restrictions-- can legally deny someone the ability to purchase a home if they are 
not yet 55 years old. 
 Some 55-plus communities have limits on how long relatives such as kids or grandkids 
can visit, but those instances are usually limited to mobile home parks. While there are still many 
55-plus communities in operation and more springing up all the time, research suggests that 
some people, particularly baby boomers do not want to move into a 55-plus community due to 
some of the restrictions involved and because they associate it with being “old.” If you fall into 
this category, you may want to seriously consider a maintenance-free lifestyle community as an 
alternative. But even still, the business of developing and building 55-plus communities is… 
excuse me… booming, and those who do it right are experiencing amazing successes. 

Maintenance-Free Lifestyle Communities

 If cutting grass, landscaping, painting, pressure washing, and general upkeep of the 
exterior of your home are appealing to you, skip to the next section. Still with me? Okay then, a 
maintenance-free community might be for you. While some maintenance-free communities are 
designated 55 and better, most are not. But because maintenance-free lifestyle communities often 
have restrictions such as no fences, no swing sets, and no basketball hoops, they tend to 
discourage many families with young children from moving in. 

So in maintenance-free lifestyle communities you might enjoy a little more peace and 
quiet but at the same time be free to have your children or grandchildren visit how often and how 
long you like. 
 Maintenance-free communities are those in which you pay a monthly, quarterly, or yearly 
fee (sorry, the “free” in “maintenance-free” doesn’t refer to the cost) to a homeowners’ 
association or resident association, and in return, the association contracts with outside vendors 
to take care of certain maintenance and upkeep. Some homeowners’ associations fees just 
include the cutting of your grass and leave the homeowner to take care of other items or contract 
with vendors directly to have them done. Others include complete landscaping such as shrub 
trimming, mulching, fertilizing and spraying of the yards, painting, and pressure washing.
 Most maintenance-free communities are highly amenticised, with clubhouses, swimming 
pools, billiard and card tables, craft rooms, fitness centers, and activity directors. The idea is that 
you fill your time doing the things you enjoy, while leaving the work to someone else. 

Resort and Club

 Imagine arriving at your condo, villa, or home and all your favorite groceries are in the 
fridge, your linens are freshly cleaned and beds made, the wine is chilling, and while you've 
been away you have actually been making money by letting the management rent out your home 
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while you've been gone. This scenario describes what it might be like to own a home in a resort 
and club community. In these types of communities, which are often amenticised just like a five 
star resort, you can elect to have your home in the rental pool, or keep it out, whichever you 
prefer. 
 Resort and club communities are great for those who might not be quite ready to make a 
full-time retirement move, but would prefer to take baby-steps in that direction. However, with 
residents in and out all the time, it can be hard to forge solid relationships with your neighbors, a 
factor that may make this option less attractive for some. 

Gated communities

 Gated communities are gaining in popularity across the nation, especially in the Sunbelt. 
They can either be manned, with guards posted at the gates and patrolling the streets regularly, or 
they can be unmanned, with arms or gates that open when you press a button on your garage 
door opener or enter your secret code in a call box. Guests will either be required to stop and 
speak to the guard or call your home from the call box before proceeding into the community. 
While this can sometimes be inconvenient for some people, there is no doubt that gated 
communities do a good job at keeping solicitors, sightseers, and general riffraff out of the 
neighborhood, as well as protecting and enhancing the value of the homes in a community. 
 If your new home is just going to be a part time residence, you might enjoy the added 
peace of mind that a gated community can give you while you are away. Guards in some 
communities will even check your doors and windows for you while you are gone.  Some can act 
as a sort of concierge service, accepting packages for you and putting them aside for you until 
you return. When considering a gated community, be sure to ask your salesperson or real estate 
agent what level of service you can expect from the guards in the community you are 
considering. 
 If you get a chance, speak to a guard and see if they can give you any tips either on the 
community or the area you are considering. Guards typically see hundreds of people every day 
and therefore have their fingers on the pulse of the community.
 Do not let the fact that a community is gated lull you into a false sense of security. No 
community, gated or otherwise, is immune to crime. Crime can happen anywhere, it does not 
discriminate based on zip code. Remember to keep your doors locked, garage door closed, and 
store any valuables in a safe place.
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Chapter 6: Homeowners’ and Condominium 
Associations
The general idea behind a homeowners’ association (HOA) is that you have a group of people 
elected by the residents who make up the board directing the homeowners association. The main 
duties are to 1) represent the best interests of the residents of the community especially in the 
capacity of protecting home values through the implementation and enforcement of rules, known 
as covenants and restrictions and 2) to assess and collect homeowners’ fees to help pay for the 
upkeep of common areas of the community as well as any other areas provided for in the 
covenants and deed recordings.

Fees and dues

 Homeowners’ association dues vary widely depending on the amount of amenities that 
are provided to the homeowners. Some just cover the maintenance of the common areas 
including medians, right of ways, lakes, and ponds. Other dues can cover things such as upkeep 
of the streets (if they are private streets), and streetlights. Some communities negotiate for a 
group rate on cable TV or Internet access with service providers. You may be charged fees for 
those services monthly, quarterly, or yearly. Failure to pay your homeowner’s dues can result in 
the association placing a lien on your property and eventually foreclosing if you get far enough 
behind on your payments. 
 As a prospective purchaser in a community, you are entitled to and encouraged to review 
the budget. When deciding whether a homeowners’ association’s dues are a good deal or not, add 
up what you think it would cost you to obtain the services provided on your own. Don’t forget 
the aggravation the association saves you by not having to deal with finding and scheduling the 
services and vendors yourself. 
 If you are buying a home in a new subdivision where homes are still under construction, 
odds are that the developer still controls the homeowners’ association. Until control of the HOA 
is given to the resident owners, called turnover, which the state of Florida requires to occur when 
90% of the units in a community have sold and closed, the developer is still responsible for 
maintaining the public aspects of the community (streets, common areas, etc.) and carrying out 
the duties of creating a budget for the Association and setting HOA dues accordingly. Oftentimes 
the developer will over-subsidize the budget, in order to keep the initial HOA fees low, in an 
effort to attract more buyers. But when turnover occurs, and the developer is no longer 
subsidizing the budget, homeowners can be hit with a sharp increase in their HOA dues. Before 
purchasing in a community where the developer controls the HOA, make sure that you carefully 
review the budget to make sure everyone is paying their fair share, or if that is not the case, try to 
reasonably figure out what your dues might be when control of the development turns over. 

Understanding the HOA Budget

32



 On the next couple of pages I have provided a sample budget for an imaginary 
community. I made up the figures, so don't spend too much time wondering how I came up with 
some of them. The point was to simply let you see what a proposed budget might look like when 
you are looking at a community with an association, be it a homeowners’ association, or a condo 
association. A budget that you are given could have more expense categories or it could have 
less, depending on the level of services provided.  Regardless of the budget format, there are 
three things that you will want to look for whenever an actual budget is placed in front of you.

  First, look at the Developer’s Contribution. In the case of the sample budget 
provided, it is $105,000 in 2009. It's important to know how much the developer is kicking in to 
keep the HOA in the black. By doing some quick and dirty math, you can determine how much 
your dues might increase after the HOA turns over to the residents. In this case, simply take 
$105,000 divided by 150 (current number of homes) and you are left with a $700 budget 
shortfall for each home.  Divide $700 by 12 to get the monthly amount of $58.33. In theory 
(keep in mind these are all imaginary numbers), your dues would be $58.33 higher per month, 
post turnover than they actually are right now.

The next item to look at is the projected Loss at Buildout. In the example, this figure is 
$40,000. You can also use this figure to determine how your dues will be affected. Take $40,000 
divided by total number of homes (200) and you come up with a $200 budget shortfall. This 
amounts to $16.66 extra per month that each homeowner would have to pay.

 Last, but not least, take note of the “Reserves for Replacements,” In the sample 
budget, these reserves are grossly under funded. A good reserve fund should account for at least 
10 to 20 percent of an association’s annual operating budget. If it takes $480,000 to run each 
year, then the reserve fund should be at least $48,000. The reserve for replacements fund is there 
to pay for things like the repair of streets (if they are private, usually in a gated community), a 
new roof for the clubhouse, the resurfacing of the swimming pool, and other items that will come 
up after a few years of wear and tear.  It is very important that it be well funded and maintained.

Sample HOA Budget
Paradise HOA Proposed Budget

January 1, 2009 through December 31, 2009

2009 Proposed Buildout (Completion)
INCOME (# of Homes) 150 200

Dues (@ $200/month) 360000 480000
Late fees 0 0
Initial Fees 0 0
Developer Contribution 105000 0
TOTAL INCOME 465000 480000

EXPENSES
Homes
Lawn Care 55000 62000
Spray and Fertilizing 12000 15000
Pressure washing 8000 11000
Cable 60000 70000
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TOTAL HOMES EXPENSE 135000 158000

Grounds 
Labor 30000 40000
General Maintenance 15000 20000
Grounds Maintenance 65000 75000
Spray and Fertilizing Common Areas 7000 9000
Water & Irrigation 8000 10000
Electric Power 23000 25000
Lake Maintenance 15000 15000
Gate Maintenance/Repair 8000 8000
TOTAL GROUNDS 171000 202000

Clubhouse/Community Center
Lawn/Landscaping 25000 25000
Pool Service 30000 30000
Cleaning 6000 7000
Electricity 20000 20000
Water and Sewer 5000 5000
Irrigation 1000 1000
Repairs/Maintenance 3000 3000
Cable/Internet 1500 1500
Phone 500 500
Activities Director 30500 30500
Legal Expenses 1500 1500
Insurance Liability 10000 10000
Insurance Building 10000 10000
TOTAL CLUBHOUSE 144000 145000

Reserves for Replacements 15000 15000

TOTAL EXPENSES AND RESERVES $465000 $520000

Profit/Loss $0 -$40000

Common Rules and Regulations

 Another aspect of communities with homeowners’ associations is that most involve rules 
and regulations, or covenants and restrictions (C and Rs) also referred to as covenants, 
conditions, and restrictions (C, C and Rs). Be sure to ask for a copy before you sign any purchase 
agreement, and make sure that the agreement is contingent on (depends upon) your 
understanding and approval of the covenants and restrictions and rules and regulations. 
 Some common rules and regulations that may be included in the documents are rules 
regarding:

Fences
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 Some communities have restrictions on what type of fence you may have, the material it 
can be made of, how high it can be, or if any fences are allowed at all. If a community you are 
considering does not allow fences at all, and you have pets that require being fenced in, you 
might have to consider an invisible fence.

Playground or sports equipment

 Basketball hoops are not allowed in more and more communities, while some allow 
portable basketball hoops as long as they are stored in the garage when not in use. Swing sets 
and slides are also commonly not allowed because of how they can deteriorate in appearance, 
and in maintenance-free communities where lawn care is included they are a hindrance to the 
easy cutting of your lawn. 

Parking

 Overnight or long-term street parking are often not allowed. This is as much a fire and 
police safety issue as it is an aesthetic issue. Boats and trailers are usually not allowed to be 
stored outside, so you must find room in your garage or park them offsite. 

Changes to the exterior of your home

 Most homeowners’ associations require that an architectural or design review committee 
approve any changes you wish to make to the exterior of your home. This includes things such as 
adding a screened-in patio, swimming pool, or painting your home a different color. Even 
changes to your landscaping must sometimes be approved. 
 There is usually a form they have you fill out on which you must describe in detail any 
changes you plan to make, including a list of materials to be used, who will do the work, and so 
on. You are also typically required to submit any drawings or plans that show how the change 
will look when complete. This is to keep everything in the neighborhood looking nice and 
congruent. 

Pets

 Some communities have restrictions on the number of pets you may have in a home, as 
well as the size. These are typically implemented to reduce the number of potentially aggressive 
dogs such as pit bulls, and are most common in condominiums or townhouses due to the close 
proximity of your neighbors. Also, most communities and municipalities now have rules 
requiring you to pick up after your pets. Be mindful of these rules and laws, especially if the area 
you are moving from had no such ordinances, as you can be heavily fined for ignoring them. 
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Protection of home values

 It can sound like a pain to have to pay these fees and abide by these restrictions especially 
if you are coming from a community that doesn’t have any fees or restrictions. But all these fees 
and rules, as inconvenient as they may sometimes seem, do serve the important purpose of 
protecting your home values. If you are going to pay a quarter of a million dollars or more for 
your new home, you want to know that someone is looking out for you and your investment. Ask 
any reputable real estate agent or property appraiser and they will tell you that communities 
governed by homeowners’ associations have the best track record of preserving and increasing 
home values. 

Deciding if an HOA is for you

 So, based on the above information, do you think a community with a homeowners’ 
association is for you? If you’re at all like me, the answer is a resounding yes. I like knowing that 
my best interests are being looked after and my home value is being protected. You basically just 
have to weigh out the pros and cons of living in such a structured environment. While it’s not for 
everybody, I think that most people will ultimately choose to live in and be happy in 
communities with a homeowners’ association. I think it’s best for your lifestyle and the future 
value of your property.

Condo Association Fees

 As an owner of a condominium you will be responsible for paying condo fees. Before 
buying a condo, make sure these fees have been explained to you in writing. You should also ask 
to see the budget.. 
 The condo fees are collected to pay for things like maintenance of the exterior of the 
condo, including insurance on the building, maintenance of the common areas, such as the 
grounds, swimming pool, and other amenities. Quite frequently in a condo the condo fee 
includes water, sewer, and garbage service. This is often more convenient for you: almost no one 
complains about having a few less checks to write.

Special Assessments

 Eventually, if you live in a condo (and even with a homeowners’ association) long 
enough, you may fall prey to what is called a special assessment. A special assessment is 
sometimes a necessary evil, and is used to pay for items such as a new roof or unexpected repairs 
beyond ordinary maintenance. Your condo’s budget should have a reserve set aside for 
unexpected events, but sometimes if there is not enough money to pay for what needs to be done, 
unit owners will be assessed. If you are on a shoestring budget or have a fixed income with little 
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reserves, you may want to rethink a condo because just one special assessment can put you in the 
red.
 Also note that failure to pay any of your condo fees or special assessments can result in 
the condo association placing a lien on your property, which can eventually lead to foreclosure.

Chapter 7: Property Taxes
You’ll surely find that the real estate taxes that you pay on a home can vary widely depending 
on what state, what city, and what county you are buying the home in. 
 Why the difference? Well, several factors are at work here, but the main thing is that the 
taxes will usually be higher in areas that are experiencing rapid population and housing growth. 
When rapid growth happens some local governments cannot provide the level of services 
expected of them without raising taxes. This usually happens because city governments didn’t 
anticipate the rapid growth and must then play catch-up. 

Here are links to property tax information for each state we cover. In addition to links to each 
states local property appraiser’s websites, these sites do a good job of explaining the property 
tax situation specific to each state. 

State Property Tax Website
Arizona http://www.azdor.gov/property/manuals.asp
California http://www.boe.ca.gov/proptaxes/proptax.htm
Florida http://dor.myflorida.com/dor/property/
Georgia http://www.etax.dor.ga.gov/IndTax_PropTax.aspx
Nevada http://tax.state.nv.us/property_tax.htm
New Mexico http://www.tax.state.nm.us/ptd/ptd_hom1a.htm
North Carolina http://www.dornc.com/taxes/property/index.html
South Carolina http://www.sc.gov/Portal/Category/TAXESRESIDENTS
Tennessee http://www.comptroller.state.tn.us/cpdivpa.htm
Texas http://www.window.state.tx.us/taxinfo/proptax/

Property Appraisal

 In most states the property appraiser’s office has the task of putting a value on your 
home. This will help determine the amount of tax you will be required to pay. The property 
appraiser is not, however, the person who determines what your taxes will be. The local 
government usually does that when they set the millage rate.  
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 Some property appraisers are even taking into account the recent run-up of home prices 
in 2004 and 2005. Most realize it was a high percentage of investor demand that was driving the 
increase in values, as opposed to “real” demand, and to compensate they are now assessing 
some homes in the 70 to 85 percent range. 
 While the above information is good to know, in order to get the possible “worst-case 
scenario” idea of what your taxes will be, use the 100 percent value for your financial planning. 
Then when you get your tax bill, if it happens to be lower, you will hopefully be pleasantly 
surprised. 

Millage Rate

 An essential element to figuring out how much your taxes will be is the millage rate, 
commonly referred to as “mil rate.” The millage rate is expresses as “mils per thousand.” For 
example if the millage rate is “22.55”, then you will pay $22.55 per $1,000 of assessed value. 
 Each taxing district will set its own millage rate which can be determined by dividing the 
total proposed budget of the taxing district (city, county, school district, etc.) by the total taxable 
value of all real estate in the district after exemptions are deducted for. 
 You will likely be taxed by your city, county, school district, water management district if 
there is one, and others. It’s important to get a whole tax picture view before deciding on an 
area. The local property appraiser’s office will usually be your best resource for this. 
 It is also important to note that in some states real estate taxes are paid in arrears, and in 
many cases you will have an opportunity to get a small discount for paying them early. 

Homestead Exemptions

 Some states provide some much needed tax relief in the form of homestead and other 
exemptions. Here are some of the possible exemptions that can save you money:

Homestead Exemption 

Additional Homestead Exemption for Persons 65 and Older 

Widow’s and Widower’s Exemption

Disability Exemption

Disability Exemption for Ex -Service Members

Exemption for Blind Persons
In order to claim this exemption, you must have a certificate of blindness issued by the Division 
of Blind Services of the Department of Education, the Federal Social Security Administration, or 
the Veteran’s Administration. 
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 The best resource for calculating what your taxes will be on a particular property is, 
again, the local Property Appraiser’s office. They are there to help you. 
 Some even have calculators on their website that you can use to get an idea of what your 
taxes will be. 
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Chapter 8: Homeowner’s Insurance
 In addition to the obvious need to protect your investment, the ability to get 

homeowner's insurance is of utmost importance when getting a mortgage on your property. No 
mortgage company will loan you money without you first having insurance on the property. In 
some instances your mortgage lender can even foreclose on the property if you fail to carry 
insurance. While no one can predict what the future will bring, I have done my best to compile 
for you the facts and resources, as they now stand, to help you navigate the homeowner's 
insurance minefield. 

 

Getting Started

 Presumably you now have homeowner's insurance on your current residence, 
wherever that might be. My first piece of advice is to ask your current insurance agent if their 
company writes homeowner's insurance policies in the area you are moving to. If you are with a 
large national insurer like State Farm, Nationwide, or Allstate, the odds are good that they do 
write homeowner's policies in many other areas. By doing this, you are taking the path of least 
resistance, and you will probably be able to get pretty decent rates through what are called 
"multi-line" discounts assuming you have other property such as cars, jewelry and the like 
already insured through them. You are welcome to shop around and price out other insurers, but 
from what I've seen, if you are comfortable with the company you have now, switching carriers 
to save a few bucks isn't worth the hassle.

 

Ask Around

 If the above scenario does not work out for whatever reason, my next step would 
be to ask any family or friends presently living in areas you are thinking of moving to who they 
have as their homeowner's insurance carrier. If they have no useful information, ask a real estate 
agent or potential new neighbors for a recommendation. 

 Because of the ever present risk from hurricanes as well as rising re-insurance 
rates (yes, insurers get insurance to protect themselves against losses on the insurance they issue 
you), many insurers have recently dropped customers in damage prone coastal areas, stopped 
writing new policies in those same areas, or stopped writing new policies in coastal states 
altogether. You are going to have to do some serious legwork, phoning different agencies to see 
who is doing what at the time when you need insurance. Many have a one policy out, one policy 
in type of arrangement, where they will place you on a waiting list and when a policyholder does 
not renew for whatever reason, they can pick you up.
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How to Lower your Wind Premiums

 In many states there are ways in which you can save significant amounts of money on the 
windstorm portion of the insurance premiums you pay each year. Most of these have to do with 
the manner in which your home is constructed. 
 For instance, just owning a home that is compliant with the current building codes can 
save you nearly 50 percent, depending on the insurance company. All the more incentive to buy 
or build a new home. If that home is built of concrete block, you save another few percentage 
points. Also, since the roof—as you might have guessed-- is an important component in standing 
up to a hurricane, certain roof types make your home eligible for reduced rates. Experts agree 
that a hip roof, or a roof that is sloped on all four sides, will perform the best under extreme 
winds, and having a hip roof on your home can save you almost 25 percent. Other savings are 
available for having certain types of protective shutters installed on the windows of your home. 
 In order to get these discounts, most insurance companies either ask that you get a 
certification from the builder or they will send some other independent party to your home to 
verify that the home does in fact comply with the requirements for the discounts. 
Types of Coverage

 When shopping for homeowner’s insurance, there are various types of coverage available 
for you to choose from. Perhaps the most important is guaranteed replacement cost coverage. 

Guaranteed Replacement Cost Coverage

 No matter which insurance company you eventually go with, you need to make 
sure that all rates that you are being quoted are for what is called guaranteed replacement cost 
coverage, as opposed to actual cash value coverage. Guaranteed replacement cost coverage 
means that even if you are insured for, let’s say, $200,000, if your home is destroyed and it costs 
$250,000 to build at today’s construction costs to be put back into use as it was before, then that's 
what the insurance company will pay. 

 This type of coverage will cost more, as you might imagine, but it provides the 
policyholder with much more protection. One way to mitigate the rise in your premium is to 
raise your deductible. When you raise your deductible, or the amount you pay out of pocket to 
file a claim, your yearly premiums will go down. 

 

Endorsements and Additional Coverage

 

 Your homeowner's insurance policy may not cover certain items in your home 
against damage or theft. Always have your agent explain anything you don't understand and read 
your policy carefully. 
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 Items like fine art, coin or gun collections, jewelry and furs, or electronic 
equipment beyond the standard televisions and DVD players, must usually be accounted for and 
covered under a separate policy or endorsement for an additional premium amount. But if you 
have any of these items, it might be wise to look into the coverage available to you.

 

Inventory

 Always maintain a current inventory of the items in your home, including pictures or 
video of your property. This inventory should be kept in a safe place outside of the home like a 
safe deposit box at a bank.  This way, if your home and personal belongings are destroyed, you 
have evidence of what was damaged to show the insurance adjuster. This step alone can save 
you several hours, days, or sometimes weeks of hassles and delays in getting your insurance 
claim processed.

Flood Insurance

 There are two facts that most people do not know. First, flooding is the number one 
natural disaster in the United States; even properties not near water can be susceptible to 
flooding. Second, losses due to floods are not covered by your homeowner’s insurance policy. 
 The Federal Emergency Management Association (FEMA) puts out “flood maps” that 
show which areas tend to be most prone to flooding. I often hear people ask, “is the property in a 
flood zone?” and usually people describing homes in low-risk areas will say “no, it’s not in a 
flood zone.” Well, the correct answer is that every property is in a flood zone. It’s just a matter of 
whether it is in a low, moderate or high-risk flood zone. 
 Your real estate agent might be able to tell you which flood zone the property you are 
looking at is in. But it is your insurance agent who will use a Flood Insurance Rate Map or 
FIRM, to ultimately determine your flood risk. Be aware that federal law requires you to 
purchase flood insurance if you have a federally backed mortgage and reside in a high-risk area. 

Flood Zones Explained

Here is a break-down of the various flood zones in which you may find a property located. 

Moderate to Low Risk Areas

(Flood insurance is not required, but recommended)

Zones B, C, and X

These are flood zones with a less than 1% chance of flooding each year.
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High Risk Areas

(Flood Insurance is Mandatory)

Zones A, AE, A1-A30, AH, AO

These areas have a 1% chance of annual flooding and a 26% chance of flooding over 30 
years.

 

Zone AR

This is a flood zone with an increased temporary risk due to the construction or restoration 
of a levee or a dam.

 

Zone A99

Areas with a 1% chance of annual flooding that will be protected by a levee or dam where 
construction has reached specified legal requirements.

 

High Risk - Coastal Areas

(Flood Insurance is Mandatory)

Zone V, VE, V1-V30

Coastal Areas with a 1% or greater chance of flooding annually and subject to the additional 
hazard of storm waves. Also has a 26% chance of flooding over 30 years.

 

Undetermined Risk Areas

Zone D

Possible but undetermined flood hazards.

Better Safe than Sorry

 Everyone, no matter where they choose to live should carry flood insurance available 
through the National Flood Insurance Program. It is relatively inexpensive, especially if your 
home is in a low-risk flood zone. A single-family home is limited to $250,000 coverage for 
structural damage and $100,000 for contents. I have those amounts of coverage on my home in a 
low-risk flood zone and my premium is just over $300 per year. For less than a dollar a day, I can 
sleep easy at night when the rain from the latest tropical system is pouring down. It’s a no-
brainer. 
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For more information on flood zones, flood maps, and flood insurance contact your insurance 
agent or visit www.floodsmart.gov
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Chapter 9: Home Inspections and Warranties
Home inspections and home warranties are two tools available to you that will help to ensure that  
the present and future condition of your new home is satisfactory. 

Home Inspections

 Before finalizing the purchase of a home, you should always have a home inspection 
done. This point cannot be stressed enough. A home inspection could be the best money you ever 
spend. Home inspectors conduct a thorough evaluation of the home that can help you understand 
the condition that the house is actually in before you take ownership. Remember, that sometimes 
looks can be deceiving, and nobody likes unexpected surprises or costly repairs once they move 
in. Even if the house is fairly new and appears to be in good condition, you never know what 
could be hiding out of plain sight. 
 Most home inspections don’t reveal much of anything, maybe faucets that need 
tightening, or caulking that needs to be done. The point of an inspection is not to convince you 
that so much is wrong with the house that you are discouraged to buy it. It is rather to give you 
an accurate depiction of the current condition of the house, as well as an idea of how certain 
things will hold up in the future. 
 When major items are found, such as a failing air conditioning unit, or bad wiring, the 
parties must look to the real estate contract to see who will be required to make the repairs. 
Home inspections typically cost anywhere from $200 and up, depending on the size of the home. 
After the inspection is complete you will be given a detailed report of all the inspector’s findings, 
whether good or bad, usually accompanied by digital photos. 
 A typical home inspector will inspect the structural elements of the home consisting of 
the roof, outside and inside walls of the home, patios and driveways, as well as parts of the 
foundation if visible. They will go into the attic to inspect the trusses, the underside of the roof 
decking for water intrusion, and insulation. The systems of the home will be inspected including 
the electrical, HVAC, and plumbing systems. All appliances that are staying with the home are 
inspected and tested for proper operation, and usually a random spot check of electrical outlets, 
windows, and doors will be done. 
 Other items that a home inspection company might perform for additional fees include 
radon gas and mold testing, water analysis, and pool and spa inspections. Most home inspectors 
subcontract for a termite inspection that may be at an additional cost to you, but it is a very 
important part of any home inspection. 

Some national home inspection companies for you to look into are:

Amerispec
http://www.amerispec.com

Pillar to Post
http://www.pillartopost.com
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 Many local home inspection companies perform just as well and may have specialized 
knowledge of the homes in the area. Ask your real estate agent, or friends and family for 
referrals. 
   
Home Warranties

 If you are buying a new home from a builder, one of the advantages you have is that your 
home will usually come with a warranty provided and paid for by the builder. But this doesn’t 
mean that you’re out of luck if you decide to buy a resale home. There are several home warranty 
options available to you, no matter the age or condition of the home you are buying. 
 Home warranties for average homes under approximately 5000 square feet will cost you 
between $300 and $400 dollars per year. You can renew these on a yearly basis. Most plans do 
not require an inspection of the property before they take effect. Depending on the company you 
choose and the specific plan you go with, an additional amount may be needed to warrant some 
items like the A/C, refrigerator, washer/dryer, and a pool or spa. 
 Typically covered items include the plumbing, electrical, and heating systems, water 
heater, most appliances, disposal, smoke detectors, and exhaust fans. You need to read the 
warranty contracts carefully to see exactly what is and what is not covered. For example, a 
warranty might cover your refrigerator motor, but not the shelving inside the refrigerator. 
 Should something that is covered by the warranty break down, there is usually a service 
call fee, anywhere between $40 and $80. Other than paying that, you will not be required to pay 
out any money for the repair or replacement of a covered item. Most home warranties are pretty 
simple to acquire, fairly inexpensive, and are usually worthwhile.

Some national home warranty companies to consider are:

American Home Shield
http://ahswarranty.com

Old Republic Home Protection
http://www.orhp.com
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Chapter 10: Negotiating
With most purchases we make in our daily lives, negotiation is usually not part of the 
transaction. We don’t try to haggle with the barista at the corner coffee shop over the price of our 
grande white mocha, no whip, with non-fat milk. Because of this, when we go to purchase big 
ticket items like cars and homes, we are often times reluctant to negotiate because of our natural 
desire to avoid conflict. However, when purchasing a home, negotiating is, most of the time 
anyway, the order of the day.
 But that can depend on the market. For example, if in a community you are considering, a 
builder has several homes completed with no buyers for them, you may be able to negotiate with 
them for something. (Very common these days!) 

 It may end up being tens of thousands of dollars, it may be a couple hundred dollars, or it 
may be a free appliance upgrades. It just depends. But as the saying goes, “you never know, 
unless you ask!” You just don’t want to end up paying full price when you could have saved 
thousands or more just by asking. 
  
It’s Not Just About the Price

 
 Better prices aren’t the only thing up for grabs. When we hear the word “negotiation” the 
first thing we think of is price. But real estate transactions are so complex that there are many 
things that can be negotiated other than just the price. You can negotiate things such as when the 
closing will take place, who will pay for any repairs needed after the home inspection, who will 
pay the transaction closing costs or attorney’s fees, and who gets the patio furniture. The most 
important thing for you to remember is that almost everything is negotiable. 

Top Four Tips for Negotiating

 While no two real estate negotiations are exactly the same, you will find yourself in a 
position for success nearly every time if you keep these four simple negotiating tips in mind. 
 
1) Keep your emotions in check. 
 
 The main thing to remember in any negotiation is to remain calm. It can help if you have 
a real estate agent representing you to act as a buffer between you and the seller or the seller’s 
agent, so long as the lines of communication are clear and open on both ends. Keep in mind that 
this transaction is probably just as stressful for the seller as it is for you. I recently sold a personal 
home of mine, and even though I’m a seasoned real estate broker, I let another broker I trust 
handle my sale because its just too tough to be objective when your own emotions are involved. 
You do not want to come out of this transaction thinking you paid too much, and the seller does 
not want to feel like they “gave the house away.” This segues into my next tip…
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2) Do your research before submitting an offer. 

 If you are working with an agent, ask them for a list of homes comparable in size, style, 
age, and location to the one you are considering (this is called a CMA or Comparative Market 
Analysis) and compare the sales prices of those homes to the price of the home you are 
considering. If you are not working with an agent and do not have access to the Multiple Listing 
Service, the local property appraiser’s website usually will have data such as sales prices online. 
Another resource for this task is the website Zillow.com which I mentioned earlier. Keep in mind 
that these websites sometimes take anywhere from 6 weeks to six months longer to update than 
the Multiple Listing Service, and therefore may not have the most current information.

3) Set your limits before you submit an offer and be realistic.
 
 If all you can afford to pay or are willing to pay is $300,000, you are not doing anyone 
any favors by looking at $400,000 homes and offering $100,000 less and hoping someone will 
bite. By the same token if you want or need a four bedroom home but get talked into or decide to 
settle on a three bedroom home, you may be unhappy down the road when you realize you really 
did need that extra room. Have a firm understanding beforehand of what your wants, needs, and 
limitations are and stick to them. 

4) Be the path of least resistance.
 
 If roles were reversed and you were selling a home and were placed in the following two 
scenarios, which buyer would you like to have most? 
 Buyer “A” has been pre-qualified by a lender, has asked for no contingencies other than 
the right to inspect the property and have repairs made, and wants to close within 30 days.
 A lender has also pre-qualified buyer “B,” but they want to make the contract contingent 
upon their current home selling within 45 days. Both buyer “A” and buyer “B” are offering the 
same amount of money. 
 Most likely you would choose to accept the contract from buyer “A” and reject or at least 
counter buyer “B” with terms more advantageous to your position. It looks like Buyer “A” is 
financially able to purchase your home and they don’t want to wait. Buyer “A” wins over buyer 
“B” every time.

 The lesson here is that when you are searching for a property in a fast moving 
market, be buyer “A” and give the seller every reason to choose you and your offer over anyone 
else’s. Be the seller’s path of least resistance.
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Chapter 11: Real Estate Financing

 Real estate financing in Florida, for the most part, is no different from real estate 
financing in any other state. However, if it has been a few years since you last went through the 
process of getting a mortgage, you could use some refreshing on the world of real estate finance. 

Types of Lenders

 While shopping for financing during your home buying process, you may encounter 
several types of mortgage lenders. Here is an explanation of some of the more common types of 
lenders you may encounter along the way to homeownership.  

Mortgage Brokers

 Mortgage brokers are essentially middlemen in the mortgage process. They serve as 
intermediaries between lenders and borrowers. Mortgage brokers typically have the widest array 
of loan programs available, because they have relationships with several lenders. The term 
“middleman” is usually associated with extra expense, but mortgage brokers can actually save 
you money by helping you comparison shop and find the best mortgage for your particular 
situation. Mortgage brokers will assist you with things such as filling out and submitting your 
loan application, running your credit report, scheduling an appraisal, and helping to coordinate 
your closing. 
 However, the mortgage broker does not make the decision to fund your loan. A person 
called an underwriter, who is employed by the lender, makes that decision. Mortgage brokers are 
paid a fee for their services, sometimes charged to the borrower in the form of points or 
origination fees, but they can also be paid by the lender, or often times a combination of the two. 
Sometimes this fee can be negotiated in your favor, or you can also ask that the broker just 
charge a flat fee, a strategy that is recommended by many industry experts. 

49



Mortgage Bankers

 Mortgage bankers are in the business of originating loans and then selling them to the 
secondary mortgage market (more on that in a moment). Mortgage bankers often have appealing 
loan rates and programs, but oftentimes do not have access to as many sources as the previously 
mentioned mortgage broker.

Banks and Credit Unions

 Most banks and credit unions also offer mortgages. Funds for these loans are obtained 
from their customers through checking and saving accounts as well as certificates of deposit. The 
bank or credit union will sometimes service the loan themselves (if it’s a large bank) or sell the 
loan to the secondary market. 

The Builder’s Lender

 If you are buying or building a new home, your builder may also own
a mortgage company or could possibly be affiliated with one. They will 
usually try to get your business by dangling low initial interest rates or 
credits toward closing costs in front of you. Whether or not going with 
the builder’s lender will pay off for you in the long run is not a simple 
question to answer. But here’s my advice for what you can do to try and
figure it out.
 First, get a good faith estimate from the builder’s lender. I’ll discuss good faith estimates 
in depth a little later, but for now, just know that it is an estimate of how much money you will 
have to pay out of pocket at closing, what your closing costs will be, and what your monthly 
payments will be. With this in hand, take it to a mortgage broker not affiliated with the builder or 
builder’s lender and have them explain to you the good and bad points of the builder’s financing 
options. There is no sense in trying to dissect it on your own. There are so many places that 
lenders can hide fees it’d make your head spin. 
 A good mortgage broker won’t mind taking the time to explain the pros and cons to you, 
because they ultimately hope to gain your trust and subsequently your business. However, if the 
deal you are quoted by the builder’s lender is a good one, an ethical mortgage broker will tell you 
so. If he can’t meet or beat the builder’s financing, you might want to go with the builder’s 
lender. 

Secondary Mortgage Market

 It is common for lenders that provide home loans to sell these loans to the secondary 
market, made-up of investors such as Fannie Mae and Freddie Mac. Selling your loan provides 
lenders with the funds they need to issue new mortgages. If your loan is sold, it will not affect 
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the terms of your mortgage or your payment. It will however affect who your payments are made 
payable to, so if you are using an online bill payment method make sure you are paying the 
correct entity and sending your payments to the correct address. 

Types of Mortgages

 Just as there are many sources for your new mortgage, there are also several different 
types of mortgages. Here are some of the most common types of mortgages. 

Fixed Rate Mortgage

 The most common type of mortgage, a fixed rate mortgage, is one in which your interest 
and principal payments remain the same (constant) over the life of the loan. Bear in mind that 
your total payment may fluctuate (usually upwards) as real estate taxes and homeowner’s 
insurance rates change over the life of your loan. Different terms are available for fixed rate 
loans, from as short as 10 years to new 40 and even 50 year mortgages, loan periods which were 
recently introduced. Keep in mind that the shorter the term, the higher your monthly payment 
will be. However, the longer the term of the mortgage, the more interest you will end up paying 
over the life of the loan. 
 
Adjustable Rate Mortgage (ARM)

 Adjustable-rate mortgages are mortgages in which the interest rate on the mortgage 
fluctuates over the life of the loan. The rate will initially be fixed for a specified period of time. 
For example, with a 5/1 ARM the rate will be fixed for 5 years and adjust every year after that. 
Rate adjustments are made based on changes to a defined index. The interest rate is determined 
by adding a fixed number of points to the index. The attraction with adjustable-rate mortgages is 
that rates are initially lower than that of fixed-rate mortgages. If you do not intend to live in a 
house for longer than the initial fixed rate period, you will not be subjected to the adjustments in 
the rate. The disadvantage of an ARM is that during times of rising interest rates, your payments 
can increase dramatically after the fixed period is over. 
 
Balloon Mortgage

 A balloon mortgage is a short term mortgage, usually 2 to 7 years in length, that is 
amortized over 30 years with the balance becoming due in a lump sum at the end of the term. 
Again, rates are lower than fixed-rate mortgages, but some people do not want to have to 
refinance or pay a large lump sum at the end of the loan term.
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Reverse Mortgage

 Reverse mortgages have been around for many years but are just recently gaining 
notoriety. A reverse mortgage is a mortgage where the lender pays you either one lump sum or a 
smaller amount each month, as opposed to you paying them. This can give you extra money to 
pay your bills and do the things you want to do but otherwise might not be able to afford. 
 When you pass away or decide to move, your heirs or new owners get ownership of the 
home and must repay the mortgage. This is most commonly accomplished by selling the home. 
Reverse mortgages are only available to people over the age of 62, and should only be 
considered in specific circumstances. In fact, before obtaining a reverse mortgage you must be 
counseled by an HUD approved reverse mortgage counselor. 

VA Loan

 Veterans of the United States Armed Services with more than 180 days active duty during 
peacetime, or 90 days during times of war may be eligible for a VA loan through Uncle Sam. VA 
loans can be used to purchase a home, manufactured home, or condo. In order to obtain a VA 
loan, the law requires that:

• the applicant be an eligible veteran who has available entitlement
• the veteran must occupy or intend to occupy the property as a home within a reasonable 

period of time after closing
• the veteran must have satisfactory credit
• and, the veteran and spouse must show stable income sufficient to meet the mortgage 

payments.

 The advantages of VA loans are that they require no down payment, they are available 
from most lenders, and the VA prohibits lenders from requiring PMI, or Private Mortgage 
Insurance. The VA is guaranteeing the loan, so there is no need for a lender to require the veteran 
to pay for additional insurance against default.
 On the downside, VA loans carry a one time funding fee ranging from one and a quarter 
percent to three percent, depending on the veteran’s service, as well as other factors. 

For more information on VA loans, visit http://www.va.gov 

Special Financing

 There may be times when a conventional real estate loan will not meet your needs. For 
these cases, special types of real estate financing may be available to you. 

B/C Credit Mortgages
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 B/C loans, sometimes referred to as sub-prime loans, are for those who do not meet the 
credit guidelines established by Fannie Mae or Freddie Mac. Through B/C loans, borrowers are 
able to obtain financing for a temporary period of time, when their credit history excludes them 
from receiving “normal” loans. Recent bankruptcy, divorce, foreclosure, or late payments that 
show up on your credit report can bump you into this category. You should be aware though that 
loans of this type carry higher interest rates than those of “A” credit borrowers. 

Bridge Loans

 

 Just as Citizen's Property Insurance is the insurer of last resort, a bridge loan 
should be your "financing of last resort". Let’s say you look at a home in Florida or somewhere 
else, fall in love and have to have it. But, you haven't yet sold your home in New Jersey (or 
wherever you're from). A bridge loan will allow you to purchase the new home without having to 
first sell your home up North. There are essentially two ways for a bridge loan to be structured. 

 The first way is you get a bridge loan for enough money to pay off your current 
home and make your deposit on the new home. Then you would just get a regular mortgage on 
the new home. You won't have to make payments on the bridge loan for a predetermined amount 
of time, say 6 months or a year, but in the meantime, interest is accruing. The rub lies in that if 
you don't sell your home in the allotted time, you will have to start making payments on the 
bridge loan, meaning you'll now be making two mortgage payments. Once your home up north 
sells, you pay off the balance of the bridge loan and any interest that has accrued.

  The second way to structure a bridge loan is to use the equity in your home up 
north to make the down payment on the home in Florida. Now you have two loans, your original 
mortgage, and a second home equity mortgage. Then, you'll get a mortgage on the new house. 
So, essentially you have three loans. But, you aren't usually expected to pay on all three, just 
your original mortgage and your new mortgage. Again, once your home sells, you'll pay off your 
original mortgage and the bridge (second equity mortgage) as well as any interest that has 
accrued.

  Experts only recommend getting a bridge loan if you know that you can afford to 
make two mortgage payments if you had to. Usually, a lender won't give you a bridge loan unless 
you have enough cash to make both payments anyway. Also note that the rates on a bridge loan 
will be significantly higher than say, a typical 30-year mortgage. It can pay to shop around to 
different lenders to see what types of bridge loans they may offer and what the rates are.

Interest Rates

 News of interest rates is everywhere, your local newspaper, online and on television. 
Some people in the real estate and finance worlds hang on every eighth-of-a-point fluctuation in 
interest rates. For most of us, however, there is little need to do this. A quarter-point here or half-
point there shouldn’t affect your plans for purchasing a home in Florida, so long as you have 
planned wisely in the financial department. For average size mortgages these fluctuations won’t 
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add but a paltry sum to your mortgage payment. But it is important to know a few things about 
interest rates, in hopes of better understanding how they could affect you.

How Interest Rates are Determined

 Mortgage interest rates, contrary to what many people believe, do not follow the Federal 
Reserve Board’s lowering and raising of rates. Instead, they actually anticipate the fed. A closer 
tracking device for mortgage interest rates is the 10-year Treasury note. If you want to know 
what mortgage interest rates are doing, follow the 10-year Treasury. But as mentioned before, 
slight changes in rates are nothing to lose any sleep over. 
 
Rate Locks

 

 The typical escrow (time from contract to closing) on a home is 30-60 days, 
but interest rates are constantly changing. In order to protect yourself in an environment of rising 
interest rates, get a rate lock. With a rate lock the lender holds or guarantees the interest rate for 
you for a predetermined length of time. Sometimes they will do this for free for a minimal 
amount of days, say 15-20, and for longer periods they will charge you a fee. A 60-day rate lock 
will be more costly than a 30-day rate lock.

  Sometimes during escrow, rates will drop, leaving you paying a higher rate than 
the market rates at time of closing. To avoid this, ask for a rate lock with a one-time float. If the 
rate goes lower anytime before closing, you can float down to the lower rate. Again, some 
lenders offer this feature for free, with others you will have to pay. Shop around because the 
market is always changing and so are lenders’ terms and policies. Competition among lenders 
can run high, especially in slow markets.

 
Interest Rate Buy Downs

 

 An interest rate buy down is a reduction in the interest rate that you pay on a 
mortgage. There are temporary buy downs and permanent buy downs. Temporary buy downs are 
common as an incentive for builders; they pay the lender a fee to get the buyer a lower initial rate 
for a set period of time, usually a year or two. This is also an incentive sometimes offered by 
home sellers to entice someone to choose their home over another.

  As a buyer, you can also acquire a permanent buy down. With a permanent buy 
down, you pay a fee up front to have your interest rate lowered or "bought down" for the life of 
the loan. You should only do this if you plan on keeping the mortgage for a long time, as it will 
take a while for the lower rate to recoup the money you paid out to buy it down. Check with your 
mortgage lender to see if a buy down might make sense for you.
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Applying for a Mortgage

 The mortgage application is going to be mostly what you would expect. It will ask for 
your name, social security number, your address for the past two years, a copy of your driver’s 
licenses, a list of all your assets as well as debts along with monthly payments, employment 
information, sources and amount of all your income, and more. The type of lender and type of 
loan you choose will determine the additional information that the lender will ask you to submit 
along with your mortgage application. These can either be faxed, e-mailed, mailed, or hand 
delivered to the lender, depending upon your location and theirs. Just to give you an idea, some 
of the items they may need include:

• a copy of your sales contract (if you’ve executed one)
• proof of your deposit (copy of the cancelled check, bank statement, etc.)
• pay stubs for the last 30 days if you are still working
• your past two years of tax returns
• statements for all your bank accounts and investment accounts for the past three months
• a copy of your current mortgage statement if you have one
• if you are divorced, they will probably ask for your divorce decree
• if you are self-employed they will need a current profit and loss statement
• if you receive a pension or social security the lender will ask for proof of such

 Again, depending on the lender and type of loan you are applying for this list can be 
longer or shorter. 

Good Faith Estimate

 

 Within three days of applying for a loan, you should receive a “good faith estimate” as 
well as a HUD guide to settlement costs from the bank or mortgage company that you applied to. 
The good faith estimate is just that, an estimate of the costs that you will be expected to pay at 
closing. Costs that will be reflected on the good faith estimate will include costs for appraisals, 
surveys, attorney's fees, recording and transfer fees, doc stamps, mortgage origination fees, and 
more. Never fully commit to a lender until you have reviewed and are comfortable with their 
good faith estimate.

1031 Exchange

 Instead of getting a mortgage to pay for your new property in Florida, why not 
trade for it? You may already be familiar with Internal Revenue Code Section 1031, that allows 
you to defer any capital gains on the sale of an investment or income property by investing those 
gains into another "like-kind" property. Most commonly referred to as "1031 Exchanges" or 
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"Like-Kind Exchanges" these complex transactions, when executed properly, can help you 
purchase your eventual retirement, investment, or second home property in Florida. You should 
of course consult your tax advisor before considering this type of transaction to see if it supports 
your financial, investment, and real estate purchasing goals.

  Should you get the green light to proceed, your next step should be to contact a 
Qualified Intermediary. Ask your tax advisor, accountant, or real estate agent for referrals. A 
Qualified Intermediary is a company that specializes in 1031 Exchanges. Once you contact them, 
they will guide you as to how to structure any sale or purchase contracts to facilitate the 
exchange. You will have specific time constraints to adhere to, namely 45 days to identify a 
property you wish to exchange for, and 180 days to close.  

  In a perfect world, you would close on the property you are giving up or selling 
first, then purchase a new property. This is called a delayed exchange, and is the most common, 
least expensive, and least paperwork intensive type of 1031 exchange. However, as we all know, 
the world is not always perfect, and sometimes the opportunity to purchase a prime property will 
pass you by if you do not act in a timely fashion. You may find it necessary to purchase a 
property before selling your current property. Most people do not know that “reverse exchanges” 
are available that will allow you to do this and still defer your capital gains. It will be at a higher 
cost and with much more paperwork involved, but it can be done.

 

For more information on 1031 Exchanges, contact your tax advisor or accountant. To find a 
qualified intermediary visit http://www.starker.com.

Your Credit Score

 Most everyone has heard of a FICO score, created by Fair Isaac Corporation. In 
case you haven’t, it’s one score that lenders will look at to determine how good of a credit risk 
you are, and consequently how much money they will lend you and with what terms. FICO 
scores range from 300 to 850 and the median score nationwide is 723. If your score is above that 
median, you are doing pretty well as far as most lenders are concerned and you should qualify 
for the best rates when shopping for a mortgage. 

The big three credit reporting agencies, Equifax, Experian and Transunion also produce 
individual credit scores based on the information they have about you and your history. The 
problem, however, with credit scores is that they are generally unpredictable, and can vary 
widely from different reporting agencies. 
 The problem that a lot of people face is that they have no clue going in to apply for a 
mortgage what their credit score is and when they find out it’s too late to do anything to improve 
it. Experts recommend that at least six months before applying for a loan you should visit 
www.MyFico.com to get your score. There is a fee involved with this but the knowledge you will 
be armed with after finding out your score could prove to be invaluable. 
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Ways to Improve Your Score

 There are several ways to beef up your credit score in the months leading up to applying 
for a loan. Most important, experts agree, is to keep your credit card balances below 25% of what  
your available credit limit is.  Thought you might escape those library fines since you’re leaving 
town? Not so fast. If they are turned over for collection, they can damage your score, so make 
sure you are all square with the house. Also, do not open or close any credit accounts, including 
car loans, in the time leading up to applying for a loan. Both can hurt your score. 

Your Credit Report

 Your credit score is based upon the information that can be found in your credit report. 
Everyone is entitled to a free copy of his or her credit report once a year. Simply visit 
www.annualcreditreport.com to get a copy. Be sure to check your report for any errors, such as 
erroneous bad debt claims and the like, which can drag down your score. 

For more information on credit scores and credit reports visit: 
http://www/myfico.com
http://www.annualcreditreport.com

Mortgage Rates, Charts, and Calculators

Visit the Zillow Mortgage Marketplace at http://www.zillow.com/mortgage/Mortgage.htm to find 
the latest information on mortgage rates and to calculate what your payments might be.

Chapter 12: New Home Construction

 For some, building a new home in which to enjoy retirement is the ultimate dream. 
There’s not much more exciting in real estate than picking a lot, choosing or designing a 
floorplan, making your interior design selections, and seeing it all come together right before 
your very eyes. 
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 Besides being exciting, it can also be described as overwhelming, daunting, mind 
boggling, and a slew of other adjectives. After reading this chapter, you should feel comfortable 
enough with new home construction that if you do choose to build a new home here, the words 
you use to describe it will hopefully lean more towards “exciting.”

Choosing a Builder

 There are many factors that should go into your choice of home builder. The most 
important factors are those that are important to you. Of course, these are different for everyone. 
Some people want the very best price available, while others don’t mind paying more for higher 
quality. Some want a builder that will hold their hand throughout the entire process, while others 
prefer to have very little contact with the builder. Others still want total control over their 
selections, while some don’t mind if the builder even chooses the colors. It’s very important that 
you decide for yourself what factors are important to you before you start looking for a builder. 
 Once you decide on the factors that are most important to you, do some investigating. If 
it’s the best price you desire, visit several communities and see which builder is offering the best 
incentives. Builders with numerous homes in their inventory ready to move into are more likely 
to give incentives than a builder who has no standing inventory. Check the local paper in the area 
you are looking for homes, and scan the advertisements for good deals and incentives. A local 
real estate agent might be able to point you in the direction of the best deals in town. 
 If quality is the most important thing to you, spend some time in the builder’s model 
homes looking around on your own and examining things like the trim work, the drywall, and the 
paint. Look for anything that’s not quite right such as wavy walls or uneven paint applications. 
Chances are if the builder didn’t take the time to get his models right, he won’t take the time to 
get your home right. If the builder does not have a model, see if he has a list of customers that 
you may contact to try and go see their homes. 

Working with the builder and his staff

 We all know that birds of a feather flock together. The same typically holds true for 
builders and the people they employ.  The first person you will meet when looking at model 
homes will be the builder’s sales staff. Start with them. Are they presentable, eager to help 
answer your questions, and polite? Or are they abrasive, pushy, rude, and uncaring? Typically, if 
they like their jobs, and take pride in the product they are representing, odds are good that you’re 
looking at a pretty good builder. 
 Remember that the salesperson will typically be the direct line to the builder for you 
throughout the homebuilding process. Keep in mind that you are probably not their only 
customer. So if they are busy with others when you stop by to ask a question or report a 
complaint, be respectful of them and their time. Respect is reciprocal. 
 Some builders will have you meet with different members of their staff during different 
phases of the construction process. You may meet with a decorator, an architect, a 
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superintendent, or all of these before and during the construction process. To save time for 
everyone, before meeting with each representative, have your questions ready.
 A few builders allow their customers to walk the construction site whenever they want, 
others only allow it at specific times during the process. In either case the builder’s insurance 
policy usually does not cover you if you are injured, if you step on a nail, or trip and fall over 
some plywood. Construction sites, no matter how well they are supervised can be dangerous; so 
most builders require that you be escorted by someone on their staff when you visit the 
construction site and that you visit at times when subcontractors are not working inside. It may 
not always be convenient or possible for you to get to the construction site during the builder’s 
business hours. If that is the case, you are at your own risk when you visit the site. 

How to Choose a Floor Plan

 Obviously you need to choose a floor plan that fits well with the way you live your life. If 
you plan to use your home in Florida just as a second home or vacation home, and rarely expect 
to have many guests accompany you, then maybe a one or two bedroom condo, townhouse, or 
small home will fit your needs. If you expect more people, or plan to use the home as a primary 
residence and are accustomed to a much bigger home, obviously you will want to go bigger with 
a large condo (maybe even combine two adjacent units), a large townhouse, or a single family 
home. 
 The key to finding a floor plan that fits your needs is to spend some time in the builder’s 
model homes, if available, and try to envision things such as furniture layouts, traffic patterns, 
blending of public spaces, such as the flow from the kitchen to the living room, as well as private 
spaces, such as bedrooms and bathrooms. Place most of your interest in areas that meet your 
lifestyle needs. For example, if you love entertaining, look for an extra large great room and 
maybe an open kitchen. If you plan on having lots of visitors--and remember everyone wants to 
come to Florida--then focus on bedroom sizes. You get the idea. 
 You may be accustomed to the split bedroom floor plan. These are popular in Florida as 
well. However, in some developments where the lots are narrower (such as 40, 50, or 60, feet 
wide) you may find that split bedrooms are rare. Not many builders have found a way to make an 
efficient split bedroom floor plan for those size lots. Most people, however, find that once they 
are in a home with the bedrooms on the same side, that they don’t really miss the split bedrooms 
all that much. Split bedrooms are great for families, especially with teenagers who like to crank 
up their stereos or play their drums. Having the secondary bedrooms on opposite sides of the 
house from the master bedroom provides parents more peace and quiet. But most baby boomers 
retiring to Florida or using their home as a second home don’t have that problem, and find that a 
non-split plan works just fine for them. 
    

Choosing a Lot
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 The selection of a lot to build your home on is, for some people, even more important 
than choosing the floor plan or who builds your house. We all know the saying, “location, 
location, location.” 
 Some people are very particular about their lot, as well they should be. The lot you 
choose will determine several things, such as the quality of view you will have, your level of 
privacy, your utility bills, the price, and your home’s future resale value. Some people could care 
less what lot their home is built on, but taking everything into consideration, they certainly 
should.
 In coastal areas, water views, be it the ocean, river, lake, or pond are the most coveted, 
followed by views of a golf course. As such, prices and premiums you will pay to look at these 
vistas are higher than say, a lot with a view of the interstate. Also many people like to have their 
home back up to a conservation area, which assures them of privacy in that nothing can be built 
behind them. 
 Most people don’t think about it but the lot you choose can also have an effect on your 
heating and cooling costs. On most homes, the majority of the windows are located on the front 
and rear of the home. If the home is placed on a lot with an east/west exposure (home faces east 
or west) more sunlight will enter the home, increasing your utility bills in the summer time, and 
lowering your heating costs in the winter. 
 There are other considerations if you are going to have a swimming pool at your home. If 
the rear of your home faces east, your pool and patio areas will be shaded from the sun in the 
afternoons, but will have the morning sun. Some people prefer the afternoon shade while some 
prefer the afternoon sun. Others still prefer a north/south exposure, which evens out the two 
extremes. There is no right or wrong answer, but you’d be doing yourself a disservice if you did 
not at least consider what you might like before choosing a lot. My advice is try to visit the lot 
you are considering at different times of the day and see what exposure you think will work best 
for you. 

What is a Zero Lot Line?

 You may notice that in some communities you visit, the houses are extremely close 
together, sometimes a few feet or less apart. What you are probably looking at is a zero lot line 
community. Zero lot line means that the house is placed either on or very close to one side of the 
lot, allowing for a little more yard on the opposite side, and sometimes also very close to either 
the front or the back, which allows you to have either a bigger front yard or bigger back yard. 
 This method allows for more homes to be built in a smaller amount of area, and is great 
for someone who wants very little yard to maintain, but does not want to sacrifice home size to 
accomplish that goal. Another benefit is that many zero lot line communities are maintenance 
free, so as the owner you won’t have to worry about cutting the grass anyway. 

Be Aware of these Builder Contract Clauses
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 As opposed to using the standard real estate contracts like in the resale side of real estate, 
builders often use their own contracts, and they usually err on the side of protecting the builder 
rather than the buyer. By making you aware of the contract clauses you might see in builder 
contracts, the goal is not to steer you away from them, as most will be unavoidable. The goal is 
to heighten your awareness of them, and the impact that they might have on your new home 
construction experience. As is the case with any other contract, if there is anything you are 
unclear about or do not understand, you should consult an attorney before signing. 
 Here is a selection of some clauses you should be aware of that you may see specifically 
in new home sales contracts. 

Deposit

 In most cases, the deposit that you give a builder at the time of contract will be 
substantially higher than if you were entering into a resale contract. Most builders here require 
5-10% of the sales price as a deposit, and some even require 20% down at time of contract. Now, 
what happens to that deposit? In a resale transaction, the deposit would be held in an escrow 
account at a bank, either by an attorney, title company, or real estate broker. In the case of new 
construction, that money is sometimes used to build your house. If this is the case, the builder’s 
contract will have a deposit clause, whereby you as the buyer waive your right to have the money 
placed in an escrow account. 

Financing

 Some builder contracts do not include a financing contingency like standard real estate 
contracts do. This would mean that if you gave the builder a deposit on a home, but you are 
denied for financing, you could lose your deposit. The chance that this could happen increases 
the importance of getting pre-qualified by a lender before shopping for a new home to get a feel 
for what you can afford. In any case, when you sign a contract with a builder, make sure you 
know whether or not it includes a financing contingency. 

Construction Delays

 This is a separate clause found in most builder contracts that ties into the previous clause. 
It basically says that the construction completion can be delayed for reasons that are beyond the 
builder’s control such as acts of God, adverse weather, theft, or a shortage of labor or materials. 

Closing Date

 Some builders place a firm closing date in their contracts, while others leave it open 
ended. Builder policies vary, and you will have to ask about the policy of your builder regarding 
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closing dates. Without a firm closing date you can be left in limbo not knowing when to schedule 
movers, utility hookups, change of address, delivery of new furniture, and so forth. This can 
understandably be a nightmare. Even if builders do not specify a closing date at the time of 
contract, most will at least give you a week or two notice when the house is complete to arrange 
for your closing and subsequent move. 

Escalation Clause

 Think not having the slightest idea of when your closing will be is bad? What if you 
didn’t know how much your new home would ultimately cost until just before the closing? In 
order to protect themselves from unexpected rising construction costs while your home is being 
built, some builders employ escalation clauses in their contracts. These can be worded and 
structured in various ways but basically they allow the builder to pass on any increase in costs 
during construction to you, the lucky homebuyer. 
 If you sign a contract that has an escalation clause in it, at least make sure that there is a 
cap on how much the price can go up, and that you are comfortable with that amount. This cap 
can either be a hard dollar amount or a certain percentage. Without this cap, you are essentially 
handing the builder a blank check. 

Termination of Sale Clause

 This clause allows the builder to be released from their contract with you at any time if 
certain conditions occur. These conditions usually include the builder being unable to get the 
proper permits for your home, being unable to deliver clear title, or for any other reasons beyond 
their control. 

Making Your Selections

 After finalizing your contract with the builder, you will be given a time to either meet 
with the builder’s decorator, or to visit their design center. This is when you pick all the colors 
and interior materials that will give your home its personality, including things like cabinets, 
carpeting, tile, countertops, paint colors, and so on. Depending on the size home you’ve chosen, 
this may be a short two to three hour process, or it could span several appointments over the 
course of a couple days or weeks. 
 No matter how many homes you build, this will always be one of the most stressful times 
because what you choose here will determine how your home is going to look and function for 
years to come. To minimize the time and stress that picking everything out will invariably cause, 
it pays to have done your homework as to what you like beforehand. This way you won’t be 
making any split second decisions on things that you might not be able to change later. Take 
pictures of ideas you see in model homes or tear out pictures in magazines of things you might 
like to have in your new home. 
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Critical Steps in the New Home Construction Process 

 Have you ever bought a perfect car? Wait a second--I know you’re thinking-- did I pick 
up the wrong book? 

Yes, you’ve got the right book. 

 For most people, the answer to this seemingly out of place question is no. No matter what 
make, model, or how much you pay, there seems to always be at least one problem or 
imperfection that you notice within the first couple weeks of owning a new vehicle. 
 Well, no matter where you purchase or how much you pay, don’t expect anything 
different with a new home. Just think, cars are built in a factory, protected from the elements like 
sun, heat, and rain. Machines and computers also play a big role in the production of a car. 
 Unfortunately, homes don’t have those advantages. They are built in the dirt out in the hot 
sun, being rained on and rained in, often exposed to the worst Mother Nature has to offer. And to 
be quite honest, a high school degree is a major accomplishment for some of the people doing 
the actual physical labor on your home. Sure, some may even have some college under their tool 
belts but remember, digging footers, laying block, and hammering nails aren’t $50 an hour jobs. 
 Fortunately for you, the builder supervising them in most cases is well educated and more 
importantly licensed to make sure your home is built up to the requirements of the city, county, 
or municipality where the permit was issued. You’ve also got city inspectors who are trained to 
discriminate between good work and bad work, looking out for you. 
 And finally, you have the next several pages of critical steps in the new home 
construction process to help ease your mind during what can be a confusing and frustrating time. 
While it won’t by any means tell you how to go out and build your own home, this information 
should give you the knowledge to feel a bit more comfortable with everything that will go on 
during the new home construction process. 
 Be aware that construction process and building codes vary from state to state. While the 
process below is based on new home construction in Florida, it should give you a decent 
understanding of the new home construction process, no matter where you are retiring. 

Permitting 

 Once the floorplan and other structural features of the home have been selected, the 
builder will submit the plans to the city for approval. When submitted, the plans for the home 
must usually be accompanied by an architect’s or an engineer’s seal, essentially stating that they 
certify that the home is planned in accordance with the proper design specifications and building 
codes. Hard construction cannot begin until the permits have been received back from the city. 
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 If the city feels the plans submitted comply with all current zoning and building codes, 
they will issue the builder permits to build the home. A copy of the plans and permits will be kept 
in a permit box in plain view at the construction site and checked frequently by city inspectors 
throughout the construction process. 

Fill, Compact, and Site Prep 

 Most of the residential lots being built on require at least some amount of fill dirt to bring 
them up to the elevation required by the city or municipality which issued the building permit. 
Usually once the lot is filled and compacted, an engineer will come out and conduct a 
compaction test, to make sure the dirt added to the lot has been properly compacted. Not every 
lot that is filled needs to be tested for compaction. The builder usually has a set standard for lots 
that they test, such as lots requiring more than one foot of fill. A lot that has not been compacted 
properly is prone to settling, which can cause cracks in foundations and walls, and more trouble 
for you down the road. 
 Anything else that stands in the way of construction of your new home will be removed at 
this point. Brush will be cut back. Trees too close to the home are susceptible to damage by 
trucks and other machinery, and tree roots can damage the foundation, so if any trees still need to 
be removed it will happen at this time. The lot will be graded, generally sloping slightly towards 
the front, back, and sides to help with drainage. The area of the lot where the home will go will 
also be leveled, so that in the end, your house will be level as well.

Hub and Tack

 Once the lot is filled and compacted, a survey crew will come and stake out the home, 
also called hub and tack. At this point, the corners of your home will be set. 

Form the Slab 

 Pieces of lumber, typically 2 x 10s turned on their side, are used to create the perimeter of 
the slab. Footers are then dug out underneath the 2 x 10s. Footers, which are a couple of feet 
deep (depths vary area to area and builder to builder), and wider than the walls of the home, 
provide the support necessary to help make the house more sturdy.
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 Metal reinforcements rods will run around the perimeter of the home and will be 
positioned vertically at certain intervals to go up inside of the block that will be placed on top of 
the slab. These will eventually help connect the slab to the tie beam at the top level of the block. 

Elevation and Setback Survey

 At this point, a survey is done to make sure that the home is being built within the 
confines of its particular lot, and does not encroach on neighboring properties. The elevation of 
the lot is also checked, to be sure that it is at the height required by the city, county or 
municipality that issued the permit. 

Rough Plumbing and Inspection 

 Water and sewer lines, which will be in place under the foundation of your home, are run 
at this time. The water lines will typically be made of copper, and drainage lines will be made of 
PVC piping. Any electrical outlets needing to be placed in the floor can also be installed at this 
time. Otherwise the slab will have to be cut later to install them. Once complete, an inspector 
will verify that each element of the rough plumbing has been installed properly.  
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Termite Treatment

 Most builders in the Southeastern United States will provide some form of termite 
treatment for the home. The most common type is a slab pretreatment that will be done before 
the slab is poured. The purpose of this pretreatment is to prevent termites from getting into your 
home and doing serious damage in the future. If you were to visit your new home the day that it 
is treated for termites, you may be overcome by a very strong odor. That’s the termite treatment.
 Due to environmental, scheduling, and cost concerns, some builders will not pretreat your 
slab but will treat the actual wood inside your home. After the framing is complete you may see 
that it looks like the bottom three or four feet have been stained, usually a greenish color. In this 
case, a termite treatment such as Boracare® has been used to treat your home for termites. The 
jury is still out as to which is the better treatment for the prevention of termites. 

Prep the Slab 

 Once the rough plumbing is completed, a vapor barrier comprised of several sheets of 
plastic will be placed over the area in which the slab will be poured. This helps to keep moisture 
in the ground from penetrating the foundation and getting into your home once the slab has been 
poured over it. 
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Slab Inspection

 Before the slab is poured an inspector will come and make sure that all work done up 
until this point is up to code, that all procedures have been properly followed, and construction is 
safe to proceed. 
 A side note here about inspections. While absolutely necessary, they can add a significant 
amount of time to the construction of your home, especially in areas where there is a lot of 
construction going on. Inspection departments are notoriously understaffed and overburdened 
with work. Sometimes you may see your house just sitting idle, with no work going on and your 
natural reaction may be to get angry with the builder. 
 Believe me, the builder wants to complete your home quickly, sometimes more quickly 
than you may even want him to. While your home is under construction he is likely carrying 
costs such as a mortgage on the land, insurance, and taxes, not to mention hard construction 
costs. Understand that when your home is sitting idle that sometimes it is the builder 
experiencing delays, but most often he is probably waiting on an inspection to be completed 
before he can proceed. 

Pour the Slab 

 Next, the slab and the footings are poured. In the case of a monolithic slab, one long 
continuous pour of concrete is all it takes to create your slab. Wire mesh, or more commonly 
these days, high strength fibers, are usually embedded in the slab to increase its strength and help  
minimize cracking. 
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 Ideal weather conditions for the pouring of your slab are that the weather should be dry, 
with little to no chance of rain during the pour, and temperatures should not be extremely hot or 
extremely cold.  If after the slab is poured, it appears rain may be in the forecast, sheets of plastic 
should be placed over the freshly poured slab to keep it from getting wet. Excess moisture can 
affect the appearance of the concrete, as well as the integrity of the slab. 
 While the slab won’t reach it’s ultimate strength for 20 to 30 days, it will usually be 
strong enough for construction to proceed in just a few days. 

Slab Cracks 

 Eventually with almost every concrete slab, you may see some hairline cracks. They most 
likely won’t appear for a couple months but inevitably some will appear. These do not indicate 
that you have a bad slab, but are most likely just settling or expansion cracks, the result of 
extreme temperatures, wind, and evaporation of water in the concrete. One concrete company 
representative said that the only guarantee they can give is that all concrete will crack, it’s just a 
matter of when and to what degree. 
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If you are overly concerned about cracks that have appeared in your concrete slab, you might 
request that the builder hire an engineer to come take a look and certify that it is okay. You will 
likely have to pay for this service, but if it helps you sleep better at night, it may well be worth 
the few hundred bucks.

Foundation Survey

 Once the slab is in place, another survey will be conducted, just to be extra certain that 
your home will not encroach on anyone else’s property. It’s better to discover this problem at this 
stage, when it will likely cost only several thousand dollars to fix, rather than later when it’s a 
much more costly problem to fix. 

Block 

 It takes a few days for the slab to cure long enough to support block being placed on top 
of it.  Once the slab is cured, the block is then placed on top of the slab to form the outside walls, 
or shell of your home. Holes are left where the doors and windows will go, and any glass block 
that you have ordered is normally installed at this stage as well. 
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You will also see holes every so often along the bottom row of block called inspection ports 
where the metal reinforcement rods are sticking up from the slab into the block. These holes are 
included so the inspector can see that the slab, by the use of the metal in it, is effectively attached 
at set intervals by metal and concrete to the block walls. 

Solid Pour Cells, Lintels and Tie Beam
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 Steel and poured concrete will be added to the block at predetermined intervals, usually 
every four or five feet. This process is done to add extra strength to the shell of your home and as 
previously mentioned, connect the shell to the slab. Lintels around all windows and doors will be 
poured to add strength around these openings, and then the tie beam (top layer of block poured 
solid) will be poured. This will have steel rods embedded in it as well, and hurricane straps that 
will later be attached to the trusses will also be embedded in the tie beam. 

Lumber and Trusses Get Delivered

 About this time in the construction process, your roof trusses and the lumber for your 
roofing and interior framing are usually delivered. In some cases these materials may sit unused 
for some time while other projects are being worked on. Just how long they sit out, exposed to 
the elements, rain, sunshine, and heat depends on the builder’s efficiency in scheduling as well as 
availability of work crews. To minimize weather exposure most builders will at least cover the 
materials lying out with tarpaulins or plastic sheets. 

Trusses and Roof Decking 

 Your trusses, which will arrive at the home site already assembled and ready to install, act 
as a sort of skeletal system for your roof. They will be set on top of the block usually with the 
assistance of a crane.  Once they are secured to the block walls with the metal “hurricane” straps 
embedded into the tie beam, the roof decking will be placed on top. 

OSB vs. Plywood
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 Some builders use plywood roof decking while others use oriented strand board, or OSB.  
There is endless controversy about which is the better product. The fact is though that both 
products are excellent in their purest, undamaged forms. The problem that sometimes occurs 
with OSB is that its exterior “seal” may get damaged on site and lessen its integrity and ability to 
repel water. Don’t fret if your builder insists on using OSB; just make sure that each piece being 
placed on your roof is in good condition.  

Framing 

 Framing of the interior walls of your home will also be done at this time, and rooms will 
really start to take shape. Don’t worry too much if the framing work looks a little rough at this 
point. There will be a framing “punch-out” later where everything that needs correcting will be 
taken care of. Feel free to point out anything that you think may not be obvious to the builder, 
mistakes can and do happen, but also feel secure in knowing that there will be a framing 
inspection to make sure everything has been done safely and correctly. Some builders will also 
do a framing walkthrough with you just to make sure everyone agrees nothing has been 
overlooked. 
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Window Installation

 Windows will be installed and usually any sliding glass doors in your home will be 
installed as well. If you are coming from a cooler climate you may be shocked at first that some 
builders in the Southeast use single-pane windows, as you wouldn’t have even thought of using 
them up north.  However, single-pane windows are used quite frequently in southern states like 
Florida. One reason is that Florida does not experience the wide temperature swings like the 
north does. Another argument for them is that it takes about 5-7 years of energy savings to 
recoup the cost of installing the double-pane windows versus the single-pane, while most people 
move every 4-5 years anyway. 
 This doesn’t mean you should necessarily settle for single-pane windows. If you plan on 
being in the home more than a few years, the investment will pay off for you. With double pane 
windows the extra pane of glass and the air in between the two panes adds a few extra layers of 
insulation and therefore comfort to your home. Triple-pane windows are even available on some 
higher end homes. 

Impact Resistant Windows

 Impact resistant windows are also gaining in popularity with the increasing awareness of 
hurricanes and the damage they can cause. In fact, in more and more coastal areas, new homes 
that are in what is called the “wind-borne debris region” are required to have either impact 
resistant windows, or some other approved window covering or shutters. Shutters are often the 
prevailing choice of cost conscious builders and home buyers, as impact resistant windows can 
be very expensive; usually three to four times the cost of standard windows. 
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Roof Felt 

 A layer of felt-like material will be placed over the roof decking to provide an extra layer 
of moisture protection. If shingles get blown off in a storm, water still has the roof sheathing 
covered by this felt to contend with before it can enter your home. 

Shingles

 The shingles are now placed on the roof. The most common type of roof shingle on 
production homes are asphalt shingles because they are relatively inexpensive and they get the 
job done. Asphalt shingles will be nailed down to the roof. Asphalt shingles come in 5-year to 
over 50-year ratings. The higher the rating, the more substantial the shingles and thus the higher 
levels of winds they can withstand. The builders marketing materials will usually specify the 
rating of the shingles they install. 
 You should keep in mind that if you get, for example, a 30-year rated shingle, in all 
likelihood it will not last you 30 years. Severe weather fluctuations from warm to sweltering and 
dry to wet, can take a heavy toll on roof shingles. The factory ratings are for the shingle’s 
lifespan under ideal weather conditions. 

Tile and Metal Roofs

 Alternatives to asphalt shingles are tile, either made of clay or concrete, and metal 
roofs. Though each is more expensive than asphalt shingles they will both last longer and require 
a little less maintenance. The covenants in the neighborhood where your home being built will 
sometimes dictate what type of roof your home must have, but if given a choice, you might 
consider a tile or metal roof.
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 Tile roofs have a long lifespan if installed and maintained properly. Roof tiles are 
made in a variety of colors to blend with your home's specific design needs. Trusses must be 
engineered to hold extra weight as tiles weigh considerably more than asphalt shingles. Impact 
such as that caused by hail can break tiles, and you should have them inspected periodically for 
damage to prevent problems down the road. When installed properly, roof tiles are less likely 
than asphalt shingles to blow off in inclement weather.

 Metal roofs are also gaining in popularity because of their durability. Some roofing 
companies are offering lifetime warranties for metal roofs, which is a very attractive feature. 
Metal roofs are also available in different colors to match your home's design. Though the metal 
material itself reflects the sun's rays, it has a low r-value because it is a conductor of heat, but 
dead air space and attic insulation can be utilized to increase energy efficiency. As you could 
probably imagine, noise can sometimes be an issue with rain or hail storms on metal roofs, but 
sound-deadening insulation can be used to mitigate this problem. Some metal roofs can become 
dented when hit by falling objects like hail, but some manufacturers offer a “no-dent” guarantee.

Plumbing Top Out

 At this stage toilets and bathtubs will be set and the plumbing lines will be stubbed out. 
Tubs will usually be made of marble, fiberglass, or acrylic and this will be spelled out in the 
builder’s marketing materials. Jetted or “whirlpool” type tubs are usually available, and are 
especially nice in master bathrooms. Tubs should be covered with either cardboard or plastic 
during the remainder of the construction process as they can easily be damaged by a dropped 
hammer or similar accident. 
 You usually have a choice between elongated or round toilets. Also, “comfort” commodes 
that are a few inches higher than standard toilets for “ease of use” are usually an option. Check to 
be sure that the tubs and toilets that are installed are the color and style you have selected. 

HVAC Rough

 HVAC, which stands for heating, ventilation and air conditioning, will be roughed in at 
this time. Your air ducts, air vents, and air returns, which regulate the temperature throughout 
your home, will now be installed. Each room should also have its own air return. This is 
important because air returns keep your home’s air temperature balanced. In homes where this 
has not been done, you can often have as much as a ten degree difference in temperature from 
room to room. 

Air Conditioner Size

 Most people when comparing air conditioning units are overly concerned with tonnage, 
or how big the unit is. But in reality, the tonnage is something that has a point of diminishing 
returns, meaning that bigger isn’t necessarily going to give you better results. The local building 
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codes will dictate the size, or tonnage that the A/C unit used in your home should be, based on 
the size of your house. The size of what will be installed might also be spelled out in your 
builder’s marketing materials or sales contract. 

SEER Rating

 Here’s what is important. Your air conditioning unit will have what is called a SEER 
rating, or seasonal energy efficiency rating. Many older homes have A/C units with SEER ratings 
as low as 10. Today the federally mandated standard is 13. The higher the SEER rating, the better 
the performance (energy efficiency) of the unit. Most builders will let you upgrade the A/C unit 
so that you can get a higher SEER rating unit if you desire. 

Electric Heat Pump

 In all likelihood your heating system will be an electric heat pump, also not very popular 
up north. This system will use the same ducts as your air conditioner. Electric heat pumps are not 
very efficient in temperatures below freezing. At extremely low temperatures an electric heating 
element kicks in to help the system out. Up north that might be on constantly. But in the South, 
electric heat pumps are the most cost effective and efficient heaters you can have installed in 
your home. The temperature is rarely below freezing, allowing your heating system to run in its 
most efficient state most of the time. 

Electrical, Phone, Cable and Security System Rough In

 Now all of your electrical outlets, cable outlets, phone jacks, and the security system will 
all be wired in. There are certain minimum requirements for the number and spacing of electrical 
outlets. Most new homes far exceed these minimum requirements.

Smart Box

 Located in the garage, closet or some other out of the way place in most new homes is 
what may be referred to as a smart box. The smart box is the central hub for all cable, phone, and 
high-speed Internet lines running into and throughout your home. Essential in today’s high tech 
world of networked computers and home electronics systems, with a little instruction you can 
have multiple computers networked throughout your new home, internet access in any room you 
choose, and high speed data flowing to your Tivo. You’d be taking a technological step 
backwards if you were to buy a new home today without this feature. 

Outlet Locations
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 Well before this stage, preferably at the time of selections and before the builder submits 
for the permit if possible, you should let the builder know if you have any special outlet location 
requests. Otherwise, it will be a costly mess to have outlets moved or added later, when drywall 
has to be cut and removed to make any changes. 
 Think for a while about your living habits now. Do you currently watch television in the 
kitchen while cooking? If so, request a cable TV outlet in the kitchen. Like to surf the web on 
your laptop while laying in bed? Make sure there is a high-speed Internet connection near where 
your bed will go. I think you get the idea. Note that some builders will charge for this service and 
some will not agree to do it at all, but this is something you should ask about while shopping for 
a builder. 

GFI Outlets

 Special electrical outlets will be installed in your kitchen, bathrooms, laundry room, 
garage, and in any other indoor and outdoor locations where water might commonly come in 
contact with the outlet. These outlets, clearly marked GFI or GFCI for Ground Fault Circuit 
Interrupter, are safety devices designed to prevent electrocution. 
 At the first sign of trouble, such as water coming into contact with electricity, they are 
designed to shut-off or kick the breaker to that particular outlet and prevent you from being 
electrocuted. Make sure that whoever does your walkthrough with you, shows you how these 
operate and that they check to make sure that they are functioning properly. 

Security Systems 

 One of the most popular options on new homes today is the security system. Whether for 
a personal residence or a part-time second home, it’s nice to have the peace of mind that a 
security system can offer. The security system is typically comprised of a base unit where the 
system is controlled from; one or more motion detectors; and sensors placed on doors and 
windows that alert you if one of them is opened. Other accessories include glass breakage 
sensors and carbon monoxide sensors. Make sure that all of your home’s smoke detectors are 
hard wired into the system, so that if one of them should detect smoke, you as well as the fire 
department, will be alerted. An intercom system can be integrated into most security systems, 
and video surveillance technology is also available at a much higher cost. 
 Just because your home has a security system, don’t sleep easy yet. You are not really 
protected until you have that system monitored by a security company. Probably the two most 
popular national security system-monitoring companies are Brinks and ADT. Ask your friends, 
family, and neighbors for suggestions on companies as well, as there are many other options 
available from lesser-known local companies. When you contact them they will send a 
representative out to your home to make suggestions as to the type of monitoring services that 
will suit you and your system the best. Once you choose the company you wish to go with, you 
will sign a contract for their monitoring services. When an alarm “event” occurs at your home, 
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whether you are there or not, their monitoring center will be alerted and they will contact the 
proper authorities. 

Alarm.com

 One other monitoring service that is worth looking into is offered by Alarm.com, from 
their website of the same name. Alarm.com offers some advantages over traditional monitoring 
companies, namely wireless monitoring, and an online user interface. Most security systems 
communicate with the monitoring service via your phone line. Should a burglar cut your phone 
line, the monitoring center cannot be alerted when they break in. With Alarm.com’s wireless 
monitoring this problem is eliminated as the system uses, you guessed it, wireless signals 
(similar to how a pager works) to monitor your home. 
 The online user interface is a convenient feature, especially if this is a second home for 
you and you are away from it quite a bit. You can keep a virtual eye on your home from 
anywhere with an Internet connection. From the web you can set the alarm, schedule lights to 
come on at certain times, and, with available sensors, even monitor things like whether or not the 
pool guy came to clean the pool last week. You can also be notified of any system event (alarm 
or door opening, for example) to your Blackberry, cell phone, or by e-mail.   

For more information on security system options that might be available to you, visit: http://
www.adt.com, http://www.brinks.com, or http://www.alarm.com

Exterior Doors

 The exterior doors, such as the front door and any side exterior doors will now be 
installed. They can be made of solid wood or a wood composite, metal, or more commonly these 
days fiberglass. Fiberglass is extremely durable, less likely to dent than steel, and easy to paint. 

Framing Punchout 

 As mentioned earlier, any last corrections that need to be made to the framing before 
inspection will be done at this point. 

Framing, Electrical, Plumbing, and Mechanical Inspections

 Next, a whole slew of inspections happen.  Typically, you won’t even be made aware of it 
if some aspect of the home fails inspection. But not to worry, the house will not proceed until 
everything that may be wrong with it has been corrected and re-inspected. Failed inspections 
happen, and it shouldn’t give you the impression that you are getting a substandard home. You 
should be thrilled that someone has been careful and diligent enough to catch any mistakes, to 
prevent problems for you down the road. 
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Stucco 

 The outside of the home is now stuccoed, providing another layer of protection for your 
home to the elements. Stucco is basically a muddy mixture of cement, dirt, and water applied to 
the outside of the block walls of your home. Before the stucco can be applied to the house, a 
layer of sheathing and a wire lathe must be placed over any exterior wood framing, such as porch 
ceilings, to protect the wood and to help the stucco adhere. Blocks walls, however, can have the 
stucco applied directly to them. 

Exterior Paint

 Now the outside of the home will be painted the color you selected. Several builders, 
particularly in Florida, after having experienced never before seen water penetration through 
block walls during the tropical season of 2004, have started using elastomeric paint to help keep 
wind-blown rain from penetrating the outer shell of their homes. 
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 It is highly recommend that you seek out a home builder using this type of paint, or have 
your home painted with it soon after you move in. The elastomeric paint is a “waterproofing” 
paint, not necessarily waterproof, that is applied and a factory representative will usually inspect 
the application to ensure that it was done properly. 

Insulation 

 Different types of insulation will now be placed in different parts of your home. For 
example, very thin foil insulation will be placed inside the exterior block walls, batted insulation 
will be placed between the studs of some interior walls and-- if possible-- in parts of the ceiling. 
The remainder of the ceiling will have blown-in insulation, especially in those areas that are hard 
to reach. Thick, fire rated insulation will also be placed between the garage and the interior of the 
home to form a fire barrier. 

R-Value

 The effectiveness of the insulation to resist heat from entering the living areas of the 
home is measured in what is called an R-Value. In Florida, all builders and sellers of new 
construction homes are required to disclose to you what the R-value is of the insulation installed 
in the different areas of the home. This will most often be in your sales contract but it could be 
under a separate “insulation addendum” to the contract. 

Garage Insulation
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 Some builders insulate the garage ceiling, and some do not. You should be able to find 
out from the builder’s marketing materials whether or not they do it. If not, and you plan to 
spend any significant amount of time working in your garage, I suggest you pay a little more to 
have insulation installed over the garage. It can make a big difference in the comfort of your 
garage, especially during the hot summer months.

Insulation Inspection

 Because insulation is such an important component in your home from both a safety and 
comfort standpoint, there will be an inspection to make sure the right type and right amount of 
insulation have been installed properly in the required places. 

Soffit and Fascia

 The soffit and fascia are aluminum or vinyl materials that are used to cover the eaves, or 
where the roof overhangs the outside walls of the house. The soffit is designed to prevent water 
and bugs from entering the home, while still allowing air to flow into and cool the attic. 

Drywall 

 The interior walls of your new home will most commonly be constructed of drywall, also 
referred to as “wall board.” The drywall will be nailed to the wood studs inside your home and 
the seams will be hidden by tape. The rooms of your new home are really taking shape now. 
 Drywall is typically less expensive and less durable than the plaster walls that you may 
have had or seen in older homes. Drywall is available in different thicknesses, the most 
commonly used thickness being ½ inch thick. Thicker drywall is generally preferred because 
each increasing level of thickness adds extra insulating, durability, and sound deadening 
properties. Also, thicker drywall, especially 5/8 of an inch or thicker, is easier to hang pictures on 
than ½ inch drywall. Different types of specialized drywall are also available albeit at higher 
costs such as fire-rated drywall or sound deadening drywall. As with anything else, having the 
builder install thicker drywall or any specialized drywall will usually result in an increase in 
costs.
 

 
Over the first year or so in your new home, drywall cracks, and nail or screw pops may appear as 
the house is breaking in and going through a shrinkage process. Near the end of your initial 
warranty period, usually one year, you should have the builder repair these minor cracks and nail 
or screw pops. 
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Windowsills

 After the drywall is installed but usually before it is textured, the windowsills will be 
installed. Most production builders these days are using cultured marble or solid surface 
windowsills, but some use real wood sills. Many experts prefer cultured marble or solid surface 
as opposed to wood because windowsills sometimes can get wet if you leave a window cracked 
open accidentally, and moisture and wood don’t go well together. 

Drywall Texture

 Your drywall job will not be complete without a layer of texture applied to give it some 
depth, added durability, and also to help hide any imperfections. Two of the most common types 
of texture being applied in Florida today are called “knockdown” and “orange peel.” 
 Knockdown texture can best be described as looking like splatter, while orange peel 
looks like--you’ll never guess--the peel of an orange. Looking through the builder’s model 
homes, speaking to the sales staff, or reviewing their sales literature will give you an idea of what 
types of texturing they use.
 I briefly mentioned plaster walls before and if you prefer the look and feel of plaster, it 
can be applied to certain types of drywall. Just check with your builder for the ability to upgrade, 
and their willingness to do that for you. 

Trim carpentry

 At this stage a trim carpenter will go into your new home and install the baseboards, 
special moldings such as crown molding if offered by the builder, chair rails, and doorframes.  
Interior doors will also be delivered to the home around this time, but won’t be installed until 
after they are painted. 

Interior Paint

 Your inside painting will be completed at this time. Make sure to request that two coats of 
paint be applied. Don’t fret if the paint does not look perfect at this point. There is still work to 
be done inside, and a final paint touch up will occur before your home is complete. 
 Most builders will offer you a choice of colors that you can choose from when you make 
your initial selections. Be aware though that some production builders do not allow you to 
choose, and only offer white. If this is the case, you’ll either have to paint the interior of the 
home the colors you want yourself, or hire someone to come in and do it for you. 
 One tip I can give you is that if you are hiring someone to do the work for you, they will 
usually quote you a lower price if there is no furniture for them to move or have to cover up. So 
if possible, have your new home painted before moving anything into the home.
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Garage Door

 Your garage door will be installed about this time. The garage doors for your home can be 
made of wood, fiberglass, or most commonly on production homes, steel. Garage doors are rated 
based on their "wind load" which is the amount of positive and negative pressure they can 
withstand. 
 Most people aren't aware that roughly 80% of hurricane damage to a home starts with 
wind entering through the garage. This makes the garage door the most vulnerable part of your 
home when it comes to hurricanes, so you'll want to make sure that the garage door on your 
home is sturdy and made to withstand high winds. This is usually accomplished with the use of 
heavier, sturdier door materials; door insulation; and many horizontal rows of steel bracing. 
 Specifications for your garage door were likely submitted with your house plans to the 
permitting office in order to certify that it is up to local code, and an inspector will verify that the 
proper door was installed when inspecting your home during construction. In most cases 
additional bracing can be added, just contact a garage door contractor in the area to come take a 
look and tell you what options might be available to you.

Tile 

 Ceramic tile is common in most high quality homes, at least in “wet” areas such as 
kitchens, bathrooms and utility rooms. Lower cost homes will substitute linoleum, which can be 
made to look like real tile. Available in different sizes, usually 12 x 12, 16 x 16, or 18 x 18, tile 
can be installed pretty much wherever you want, is extremely durable, and can be fairly 
inexpensive. It can also be very expensive, depending on your tastes and where the tile is made. 
Imported porcelain tile from Italy will be more expensive than ceramic tile manufactured in the 
United States, but most untrained eyes won’t be able to tell the difference. Another option in 
higher end homes is travertine marble. In the end, the tile you choose to have put in your home 
will be a reflection of your personal taste and budget. 
 A quality tile job will have grout lines of consistent size, and there will not be any high 
spots or low spots in the tiles. A good tile layer will employ the use of a level to ensure an even 
application with no high or low spots. Once you move in to your new home it is recommended 
that you have your grout sealed, or do it yourself, to prevent stains. While the tile can easily be 
cleaned with water and a mop, grout is much tougher to get clean so it’s best to protect it from 
the start. 

83



Lay out and pour driveway and sidewalks 

 Now your driveway, front and back patio, as well as any sidewalks, will be laid out and 
formed up. Once they are formed, they will be inspected to ensure they are the correct size and 
shape. Assuming they pass inspection, these areas will be poured with concrete. 

Final Survey

 With all of the components of the home, structure, driveway, sidewalks, and patios in 
place, a final survey will be conducted to ensure all components are within the setbacks where 
they are supposed to be. 

Irrigation System 

 Your irrigation system, which can be run off your main water system, a reclaimed water 
system, or a deep well, will be installed at this point. Be aware that with a well, there is a chance 
that if the well is not dug deep enough, high levels of sulfur in the water can discolor your 
exterior paint job over time. Typically, the deeper the well, the less paint discoloring sulfur will 
be present in the water, and proper depths of deep wells will vary from area to area. 
 The irrigation system is usually controlled by a timer box that can be manual or 
electronic, allowing you to set watering times, and setting the system to water certain days, while 
skipping others. Several Florida cities and counties are experiencing severe water shortages 
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because of rapid growth and development, along with other factors. Therefore, restrictions on 
how often and when you are allowed to water your lawn are sometimes in place. Check with 
your city water department for more information on what restrictions might be in place in your 
area. 

Landscaping

 Any landscaping that is included with your home will be installed, following the 
installation of your irrigation system. Most builders include a basic landscaping package with 
your home, and some will give you the option to upgrade that package. Otherwise, you may want 
to add some more landscaping after you move in, since most basic packages can be pretty sparse. 

Measure Cabinets

 In the case of custom, or even semi-custom cabinetry, the cabinet company will measure 
for those shortly after the drywall is in. While some minor corrections to cabinetry can be made 
in the field, a quality cabinet company will rely on accurate measurements at this stage to build 
your cabinets to exact specifications. 

Cabinets

 Cabinets range from entry level laminate cabinets to a step higher with thermofoil 
cabinets, which are essentially vinyl-covered particleboard, to faux wood cabinet doors with 
plastic or particle boards drawers and shelves at a step higher, to all wood cabinets at the highest 
end. Maple, hickory, oak, and cherry are the most popular types of wood cabinets and various 
stains and glazing such as cinnamon or pecan can be applied to each. Again, just like most of the 
other important selections going into your home, the cabinets you choose will be determined by 
your personal preferences and most definitely budget. Be sure to put a lot of thought into your 
cabinetry, because if you decide you don’t really like it that much a few years down the road, it 
can be expensive to replace. 
 One simple way to save a little money without sacrificing design is to have upgraded 
cabinets installed in your kitchen, and have standard cabinetry installed in your bathrooms. This 
way, everyone can marvel at your beautiful cabinets in the place where most people tend to 
congregate, the kitchen. 

Counter tops

 Your kitchen countertops are one of the most used components of your new home. Your 
choices range from inexpensive yet functional laminates, to solid surfaces like Corian®, granite, 
and Silestone®. Again, just like other components in your home, the product you ultimately 
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choose will be based on factors such as personal taste as well as budget. A laminate counter will 
usually arrive with your cabinets, while solid surface counters must be custom measured for after 
your cabinets go in. Because of this there is often a couple week delay between your cabinets 
being installed and the countertop installation. 

Laminate

 Laminate countertops are made in a variety of colors, patterns, and textures. Laminate 
countertops are among the least expensive countertops available, yet many laminate countertops 
resemble the look of higher priced counters at first glance. Laminate countertops are not as 
durable as solid surface counters and can be cut or scorched easily, so you’ll need to always 
make use of a cutting board when working with knives, and hot pads when using hot pots or 
pans. 

Corian®
 
 Corian®, invented by DuPont, is one of the most popular countertops available today and 
with good reason. It is extremely durable, nonporous (this makes it stain resistant), and with over 
100 colors available, it can be used in a number of creative applications. Something you might 
want to think about is that some people decide to transition their solid surface countertops into 
their bathrooms as well, something you may not typically want to do with laminates. 
 While Corian® is extremely durable, care should still be used when cutting or cooking. 
Its cost far exceeds that of laminate counters. A typical kitchen will cost a few thousand dollars 
as opposed to a few hundred with laminate, but with the proper care and precautions, it should 
last you a whole lot longer. 

Granite

 Granite is a natural stone, quarried in several locations around the world. Available in a 
vast range of colors and patterns, granite’s use as a countertop surface is very popular, especially 
in higher-end homes. Because it is a natural stone, no two pieces will ever look exactly the same, 
allowing the homeowner to express their own sense of flair and uniqueness. 
 Being that it is a natural stone, granite is porous, and must be sealed regularly to prevent 
staining. Most experts recommend that this be done twice a year. Granite is known for its 
hardness and durability, but again, as is the case with other solid surfaces, it is not scratch or burn 
proof. 

Silestone®

 Silestone® is a nonporous solid surface material made mainly of quartz, the fourth 
hardest natural mineral. Harder and more durable than granite, Silestone® is scratch, stain, and 
scorch resistant. However, the manufacturer recommends that as with any other solid surface 
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countertop, proper precautions against each of those be taken. Because it is nonporous, it does 
not need to be sealed like granite does. 
 Like each of the other countertop options, Silestone® is available in a variety of colors 
and patterns, and can be used in a variety of ways. Also, the company that manufactures 
Silestone® recently introduced Microban®, an antibacterial product built-in to the Silestone®. 
This helps to continually fight bacteria between cleanings. It should also be noted that previously 
mentioned DuPont has a similar quartz based countertop product called Zodiaq®. 

Appliances are ordered

 If you have not picked out your appliances by now, you better get started. At least some 
of them, like the range, dishwasher, and any built in microwave or wall ovens will be delivered 
around this time. Your builder will usually have you go to visit their supplier to have you pick 
them out, otherwise you might be stuck picking out your appliances from a catalog which really 
makes it tough. Your final appliances-- refrigerator, washer and dryer-- will usually come a little 
later. 
 Appliances might be one of the hardest items to pick out. You should do a lot of looking 
around at different makes and models before you decide. Appliances are usually available in 
white, black, bisque, or stainless steel. You should choose a color that coordinates with the rest of 
your kitchen. 

Plumbing Trim

 This is when your faucets will be installed. Popular finishes include polished or antique 
brass, chrome and nickel. You will most likely have picked out the type and style of fixtures you 
want at your appointment with the builder’s decorator. 

Mirrors and Shelving Installed

 Your bathrooms mirrors get installed around this time. Mirrors range from standard flat 
mirrors, to more upscale beveled mirrors available in a variety of shapes. Some builders offer 
you a choice at your design meeting and some do not. If not, you can always have them changed 
out later. 
 Also, closet shelving, which is usually wire shelving in production homes, will now be 
installed. Some builders are offering the choice to upgrade to California® type closets, which 
provide a more useful and appealing shelving and hanging system customized to fit your needs. 
If your builder does not offer this but you just have to have it, once you move in just look up 
“closets” in the phone book and get some estimates. 

Electrical and HVAC Trim
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 Your outlet covers and light switches will be installed, along with any light fixtures you 
have chosen for your home. Also, your air conditioning vents and return vents will be installed if 
they have not been already. 

Attic Insulation

 You might recall that when the insulation was installed, certain areas of your home’s 
ceiling may have gotten batted insulation. At this stage the rest of your home’s ceilings will get 
insulated with blown-in insulation. A large tube or hose runs from an insulation truck and the 
installer climbs into the attic and “blows-in” the rest of the insulation. They will usually apply it 
until there is at least a foot or more of insulation covering all areas. 

Flooring

 Any hardwood flooring or carpet you have requested will be installed at this time. You 
will have picked out your flooring choices at your meeting with the decorator, and now you get 
to see how it finally looks installed in your new home. If you’re not excited yet, you should be. 
You’re almost home!

Final Inspection

 This is the last city inspection that your home will have. After it is complete, and 
assuming your home has passed, the city will then issue a Certificate of Occupancy (or “C.O.” in 
builderspeak), basically stating that the home is habitable and has been inspected to meet or 
exceed local building standards.

Paint Touch-Up

 The painter will go back in and touch up any spots he might have missed, or areas that 
have been scuffed, nicked, or otherwise damaged as things have been delivered and installed and 
people have been working. 

Meter Installed

 Up until this point, your home has been running on temporary power. Now the local 
power company will come out, remove the temporary power pole, and install an electric meter. 
A power company employee will check this meter each month to see how much power has been 
used, and the power company will use this information to calculate your bill. 
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Hot Check

 With the home running on permanent power, all of the electrical functions of the home 
will be tested to make sure there are no shorts in the system, and make sure everything functions 
the way it should. 

Install the rest of the appliances

 With 99 percent of the work on your home complete, your final appliances will usually be 
delivered and installed. You will have a chance very soon at your final walkthrough to verify that  
these are in no way damaged, and that they work like they should.

Punchout

 Here the last one percent of work, which is often the most important, will be attended to. 
Either the superintendent or a walkthrough specialist will walk through your home examining it 
for quality finish and attention to detail. Anything out of order or not in tip-top shape will be 
taken care of. 

Final Cleaning

 After all construction work is done, a cleaning crew will go through the home cleaning it 
from top to bottom, mopping floors, vacuuming carpet, scrubbing toilets, and cleaning counters. 
After the cleaning it may be found that certain counters or tubs have been scratched during 
construction. If this is the case they will be buffed or otherwise repaired. 
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Chapter 13: Your New Home Walkthrough

 The walkthrough, or new home orientation as it is sometimes called, is one of the most 
important phases in the construction of your new home. It is a time for you to meet with the 
builder and let him or his representatives acquaint you with your new home and all of its 
components.  The walkthrough is also a time for you to give your new home the once over, 
looking for any construction issues not up to quality standards. Here is what could be considered 
the ideal walkthrough in detail.

Allow Enough Time

 Allow ample time to go through your new home. In my experience an hour and a half to 
two hours is sufficient for average sized new homes. Also, leave any pets, kids, or curious friends 
and relatives at home. There will be plenty of time for them to experience and enjoy your new 
home in due time. The walkthrough is serious business and should be treated as such. 
Minimizing distractions is critical. 

What to Bring

 To ensure a successful walkthrough bring along several pens or pencils, a black 
permanent marker, a packet of neon green dots available at office supply stores, a pad of legal 
paper, some bottled water, and a ton of patience. Understand that everything might not be perfect 
once you start the walkthrough. It’s just the nature of home building that no matter how careful, 
the builder can’t catch everything. But, if you follow my advice, the builder and his employees 
will be in the position to get things corrected for you in a timely fashion. 
 The order of the walkthrough is not really important as long as everything gets covered. 
As you find items not up to standards, place one of the neon green stickers I suggested you bring 
on the item and write it down on your legal pad or a punchlist provided by the builder, or both if 
you feel it necessary. Green dots can mysteriously disappear but if you write it down it can’t be 
forgotten for long. 

Breaker Box and Electrical System

 You will of course be tempted to head for the front door and bask in the glow of your 
fresh new home. But not so fast. Let’s cover some things in the garage first. The garage houses 
several important components of your new home and you should become familiar with them. 
The first item on the list is the breaker box. This is where the electricity that comes into your 
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home is regulated. The walkthrough representative should show you where it is and how to 
operate it. 
 Make sure that each breaker has been clearly labeled for you. This will eliminate 
headaches down the road. Also, there should be some GFI outlets in the garage. Now is a great 
time for the walkthrough representative to test those in front of you, and to show you how they 
work. Also, make sure they test the GFI outlets inside the home when you get in there. 

Hot Water Heater

 Be sure to check the hot water heater. Make sure the size, measured in gallons, is what 
you contracted for. The walkthrough representative should show you how to turn it off so you 
will know how to when necessary. There are timers available for your hot water heater that can 
easily be installed that will save you some money on your electric bills. If your hot water heater 
comes with a timer, have the walkthrough representative show you how to set it.

Water Shutoff

 The main water shutoff valve to the home will usually be located inside the garage or 
sometimes on the outside. The walkthrough representative may advise you to turn the water off if 
you will be leaving the home for days at a time. This is probably good advice, at least initially 
until you’ve lived in the home a while and made certain there are no leaky toilets or pipes. 

If you do turn off your water, make sure that you also turn off the breaker for the hot 
water heater. The hot water heater has coils inside that can burn up if there is no water passing 
through. When you return home, it is very IMPORTANT to make sure you turn the water back 
on before turning the hot water heater back on. 

Air Handler and Air Filter

 The air handler, which distributes the heated or cooled air throughout your home, will 
usually be in the garage as well. Make sure the walkthrough representative opens the filter door 
to show you how to change the air filter. Using the black permanent marker, make note of the 
filter size in a conspicuous place on the front of the air handler. You should change the air filter 
about every month for best performance. 

Garage Door

 
 While you’re still in the garage, open and close the garage door to check for proper 
operation and make sure the remote controls work. If your garage door opener came with an 
outside keypad, ensure that it too works. In the event of a power outage you may need to open 
the garage door manually. Have the walkthrough representative show you how to do that.  
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Kitchen

 Once inside the home, the best place to usually start is the kitchen because there is so 
much to cover there. Make sure that there are no scratches on the kitchen countertops or cabinets. 
Open and close a random selection of cabinet doors to make sure they are working properly. 
Make sure the hinges are tight, and the cabinets aren’t sticking or rubbing against anything as 
you are opening and closing them. The representative should give you care and cleaning 
instructions for both your counters and your cabinets.
 Turn on the kitchen faucet and set it to the hottest setting. Here we are checking to make 
sure that the hot water heater is working properly. As long as you’ve got hot water after what you 
feel is a reasonable length of time, you’re doing just fine. Have the walkthrough representative 
show you how the sink disposal works, and how to clear it if it gets clogged. Also have them 
show you where the individual shutoff valve is for the water in the kitchen as well as the 
locations of the GFI outlets. 

Appliances

 Examine the appliances that came with your home. First, examine the outside of them to 
make sure there are no scratches or dents. Accidents do happen during construction, but 
assuming you bought new appliances, and not scratch-and-dent specials, they should be in brand 
new condition. Turn the stovetop on, check that the burners are working, and then try heating the 
oven. Assuming everything is working thus far, start the dishwasher to run through a cycle. This 
is to mainly make sure that there are no leaks in the dishwasher, either when it fills or when it 
drains. 
 While the dishwasher is running do a quick check of the refrigerator. If there are 
integrated ice and or water controls in your refrigerator make sure they work. Don’t use the first 
batch or two of ice; just discard it in the sink. Also, most manufacturers suggest running through 
and pouring out the first couple of gallons of water from the refrigerator. This is to make sure 
that the water line becomes clear of any debris that may have gotten inside during construction 
and installation. 
 If your home came with a microwave, also check to make sure it works. In the laundry 
room, start both the washer and the dryer if provided and make sure they are working correctly. 
Make sure the dryer vent hose is connected.
 All of the appliance instructions and warranty information should be kept in one easy-to-
access location. Some of them may have cards for you to fill out and mail in to the manufacturer 
to record your warranty. 

Drywall and Flooring

 Before leaving the kitchen, examine the flooring for quality. Also check the walls for any 
drywall imperfections and check the paint for any spots the painter may have missed. As you see 
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things that don’t meet your standards, write them down on the list and place a green dot on or 
near the problem area. This is so that the drywallers or painters know exactly where to look to 
correct the problem areas. 
 Continue your flooring and wall inspection throughout the remainder of the home. Don’t 
forget to look up every now and then and inspect the ceilings. 

Systems and Components

 As you are going through the home, have your representative show you how various 
things work, such as how to set and control the thermostat, how to use the security system and 
intercom if there is one, and how to operate the central vacuum if you bought one. If your home 
has a fireplace, whether it is wood burning, gas, or electric, have the walkthrough representative 
show you how it works. Make sure you are given instruction booklets on each of these items and 
that you place them with your appliance booklets. 

Bathrooms

 Visit the bathrooms and check that the plumbing works. Again turn on the hot water, then 
the cold water to check the functioning of each. Be sure to check the showers and baths, as well 
as the sink. Water lines sometimes get reversed. Hot will be cold, and cold will be hot, but this 
can be easily corrected. Flush the toilets and make sure they have adequate water flow and don’t 
remain running long after you flush. Check the tile work inside the showers to make sure that 
there are no holes or gaps in the grout or caulking. You don’t want water getting behind your tile 
in there. Examine the vanity tops for scratches and cabinets for loose hinges. 

Exterior

 Be sure to inspect the outside of your home as well. The walkthrough representative 
should familiarize you with where the hose bibs are located, the sewer cleanout, the A/C unit and 
anything else that is important. Make sure all of the exterior walls of the home are evenly 
painted, and do an inspection from ground level of the roof to make sure there are no shingles 
that look loose or out of place. If your home comes with a sprinkler system, you should be shown 
how to operate that.

Warranty

 After you feel you’ve examined the home top to bottom and have made note of anything 
that is not satisfactory, you should have the walkthrough representative go over any warranty 
paperwork that is given to you, so you have an understanding of what items in the home are 
covered and for how long. Most warranty plans cover most everything for a short period of time, 
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usually the first year. The systems of the home, things like plumbing, electrical, and HVAC, will 
be covered for a little bit longer, maybe up to two or three years. 
 There will also be a warranty on the structure. This is the longest lasting component of 
the warranty. When you hear a builder say a ten-year warranty or 15-year warranty, they are 
referring to the warranty on the structure. The structure is usually deemed to include the 
foundation and footings, beams, lintels, columns, walls, roof framing systems and flooring 
systems. 
 When things settle down a little bit and you have some time, it can never hurt to read over 
all of the warranty information. This will help you feel more comfortable with the warranty 
claim and repair process should you ever need to go through it in the future. 

Emergency Information

 The walkthrough representative will usually give you a list of subcontractors who worked 
on your home so you can call them if you have a problem with something. You should also be 
sure that you have a list of repair people to contact should an emergency arise on a weekend or 
during any non-business hours. 
 These people should include the heating and A/C contractor should the heat or air break; 
the electrical contractor if you lose power due to something other than a loss of overall power 
from the power company; the plumber for if your hot water heater breaks or if there is a sewer 
stoppage; and finally the number for the roofer if you get a roof leak. I also recommend having 
the number for a 24-hour water extraction company handy, just in case a pipe breaks or a water 
heater bursts and your home is flooded. 
 Write all of these numbers down on one piece of paper and tape them to the inside of a 
cabinet so that you can find them easily in an emergency. 

Sign Here Please

 To conclude the walkthrough, the walkthrough representative will typically have 
paperwork for you to sign stating that he walked you through and familiarized you with 
everything in the home, and that all the workmanship was satisfactory. Just make sure that the 
items you found to be unsatisfactory are either on this paperwork or will be attached to it in some 
form or fashion. 
 It is not absolutely critical that these items all be completed before your closing, so long 
as they are documented as needing repair. Invariably in the days and weeks after you move in, 
you will find more items needing the builder’s attention. Just write all these items down as you 
find them and bring them to the builder’s attention. 
 It has been a long process but now you are all set to enjoy what you have longed for, a 
beautiful new home. 
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Chapter 14: Real Estate Closings     

Closing Costs

 There are costs other than the sales price that are incurred in every real estate transaction. 
As the buyer, your share of these costs will typically range from 1% to 2% of the sales price. The 
closing costs that you pay will be a function of a couple factors including what you have 
negotiated in the real estate contract and whether or not you are getting a mortgage. Costs that 
are customarily paid for by the buyer include:

• Recording of the deed
• Documentary stamps on the deed*

*This is typically paid by the seller in a resale transaction, but I included it here  because many 
builders require the buyer to pay this

• Documentary stamps on the mortgage 
• Intangible tax on the mortgage Lender’s title insurance policy 
• Taxes
• Prepaid interest
• Prepaid HOA Dues, capital contributions, or transfer fees
• One year of insurance in full
• Appraisal Fee
• Underwriting Fee
• Flood certification fee
• And more…

How should you take title?

 How you take title to your home is an important question that should only be answered 
after consulting an attorney, and your accountant, due to tax and estate-planning implications. 
How you take title establishes proof of ownership of a property, and often determines who will 
inherit your home when you die. 
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Sole Owner

 Also known as owner in severalty, sole ownership is how you might take title if you are 
single, divorced, or widowed. Should you happen to die while owning the property, the property 
will be passed on according to your will. If you do not have a will, it will be passed on by 
descent to your heirs.

Tenancy by the Entireties

 Tenancy by the Entireties is the most common way to take title in Florida for those who 
are married. In this case, if one spouse dies, the remaining spouse automatically becomes the 
owner.

Tenancy in Common

 If you are in a second (or third, or fourth) marriage and you have children from a 
previous marriage, you may want to consider a tenancy in common. In this case, if you should 
die, your share of ownership in the property can be willed to your children. 

Joint Tenants with Right of Survivorship

 If you and the person you live with are not married, but you want to ensure that they 
receive full ownership of the property when you die, then joint tenancy with right of survivorship 
may be for you. The surviving owner will own the property outright, and the heirs of the 
deceased will have no claim to the property.

Taking Title in a Trust

 Another option many boomers may want to consider is to take title in a trust. Speak to an 
estate planning attorney or a real estate attorney as to how and why you might take title in this 
way. 

Chapter 15: Maintaining Your New Home

There are several things you should do after you move in to keep your home looking and 
operating like new.
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Periodic Maintenance

These include monthly maintenance like changing your air filter, cleaning your disposal blades 
by running ice cubes through it, and checking for leaks around toilets and under sinks. 
Periodically check all grout and caulking for any cracks, as this can occur due to shrinkage. Of 
course, you’ll want to maintain your appliances and have them repaired at the first sign of 
trouble.
 Twice a year you should have your roof (please don’t try to do this yourself) and the 
exterior of your home inspected. Check the operation of all windows and shutters if you have 
them. You should have your heating and air conditioning system inspected and serviced twice a 
year as well, once at the start of summer, and again before the winter heating season. 
 Your home warranty information provided by your builder may have additional hints and 
tips for keeping your home in tip-top shape year round. 

Pest Control

 In some states like Florida, having a pest control service company come to your 
home regularly is essential in keeping your home both comfortable and free of insects and other 
pests. Without it you may have some unwanted roommates. Most non-natives, especially 
Northerners are surprised at the amount of pests in the south, but unfortunately the climate helps 
them thrive. The great weather might be what brought you here, and the bugs like it just as well. 

 The pest control company will usually start you off with an initial "kill everything 
in sight" type of service and maintain regular visits every 60 to 90 days. If you are still seeing 
bugs in your home, most companies will come out in between scheduled visits to try and get rid 
of the problem. Look in the phone book under "pest control" for companies providing service in 
your area.

  If you are having a new home built, another pest control option is to have pest 
tubes installed in your walls. This is done after the framing stage, and before the insulation and 
drywall are put in. In the future, when the pest control company comes to your home, they 
service the tubes inside your walls from a base station outside, eliminating the need for you to be 
home when they come and eliminating the need for them to come inside. These tubes aren't 
something normally offered by most builders, so you might have to ask. They should not be very 
expensive, because pest control companies that work with them will install them for next to 
nothing in the hopes of making up for the expense when they sign you to a service contract. Not 
all pest control companies service these pest tubes, but more and more are doing so as they gain 
popularity.
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Glossary

 No book about real estate would be complete without the obligatory real estate glossary. 
No matter how many homes you’ve bought or sold, there always seem to be new words showing 
up in the industry that you may not have come across yet. Here is a selection of the most often 
used terms and jargon in the industry today. 

A

Abstract of Title – A version of the title history of a given property, be it a house, condo, or just 
a piece of land. It lists any changes of ownership (sales), and any mortgages or liens that may 
have been or are currently connected with the property. 

Acceleration Clause – If you as the borrower default on your mortgage by failing to make your 
payments, the lender has the right to demand payment of the entire outstanding loan balance by 
invoking this clause. 

Acre – A measurement of land that equals 4,840 square yards or 43,560 square feet.

Adjustable Rate Mortgage (ARM) – These are mortgage loans that start off with a rate 
typically lower than that of a fixed-rate mortgage, but adjust after a certain period of time. 
Whether they adjust up or down depends on what interest rates are doing at the time. The rate is 
usually pegged to a certain index such as t-bills and there are usually limits as to how much the 
rate can fluctuate. If you see an advertisement for a 5/1 ARM, this means that the initial interest 
rate is fixed for the first 5 years and then adjusts accordingly for the remainder of the life of the 
loan. 

Ad Valorem – Simply means “according to value.” You will usually see this term in the 
discussion of taxes and tax assessments. 
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Amortization – A typical mortgage payment is made up of principal and interest. Over the life 
of the loan, the interest part decreases and the principal increases so that the loan amount is paid 
off in the required time. 

Annual Percentage Rate (APR) – This is an interest rate that reflects what the mortgage will 
cost as a yearly rate. When shopping for a mortgage, you will see a rate, followed by an APR. 
The APR will usually be higher, as the APR includes points as well as other front end loan costs. 
When shopping for a mortgage, don’t just look at the rate. Pay close attention to the APR. 

Appraised Value – The appraised value is an appraiser’s estimate of the value of the property. 

Appreciation – An increase in the value of a property.  Appreciation can be due to changes in the 
market or improvements to the property. 

Assessment – An assessment is a tax levied on a property to pay for things like road 
improvements, sewers, and streetlights. 

Assignment – When a real estate contract or a mortgage is transferred from one person to 
another, it is called an assignment. 

Assumable Mortgage – This is a mortgage that can be taken over by the buyer of the home. 
Assumable mortgages, while not as popular today as they once were, can be beneficial to both 
the buyer and the seller in the right situation. 

B

Back-End Ratio – Used in the mortgage underwriting process, this formula is simply your 
monthly debt divided by your gross income. 

Balloon Mortgage – A short-term loan with low monthly payments for a certain period of time 
and one large payment at the end. 

Bi-Weekly Mortgage – A mortgage that requires you to make payments every two weeks 
instead of once a month. With a bi-weekly mortgage, instead of making 12 full payments a year, 
you end up making 13, reducing the principal amount, as well as the time it takes for repayment. 

Blanket Mortgage – This is a mortgage that covers more than one piece of real estate. 

Blueprints – The set of plans consisting of drawings, diagrams, measurements and dimensions 
that the builder and each subcontractor will use to build your home. 

Breach of Contract – A break or violation of the terms of a real estate agreement. 
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Bridge Loan – A means of financing the purchase of a property without having to sell one’s 
current home. Because rates are higher than normal and they can require the buyer to make two 
or more mortgage payments, bridge loans should only be used in special circumstances. 

Buy Down – A buy down is when the borrower makes a lump sum payment up front in order to 
“buy down” the rate so that they can have lower payments for an initial period. Most of the time 
this lump sum will come from the seller as a means of getting someone to buy his or her property 
instead of another property. 

Buyer’s Agent – A real estate agent who only works on behalf of the buyer in a given real estate 
transaction. 

C

Cash Flow – The amount of cash generated over certain period of time from an income 
producing property such as a rental unit. Positive cash flow occurs when the amount of income 
generated exceeds the amount of the expenses. Negative cash flow, on the other hand, is when 
the expenses exceed the cash flow. 

Certificate of Eligibility – Document that is given to qualified armed services veterans that 
entitles them to VA loans. 

Certificate of Reasonable Value (CRV) – The VA version of an appraisal. 

Certificate of Title – Confirms that the current owner legally holds title to a property. 

Chain of Title – The history of all the title transfers of a piece of property. 

Chattel – A legal term for personal property. 

Closing – The final exchanging of the property and money between the buyer, seller, and if 
applicable, the lender. 

Closing Costs – These are all the costs incurred by the buyer and seller in a real estate 
transaction. Examples are taxes, title insurance, credit report fees and recording fees.

Closing Statement – A summary of the financial details of a real estate transaction. The closing 
statement will show how much money is due to or from the seller and buyer, any mortgages, and 
all closing costs related to the transaction. 

Cloud – A cloud is something found by the title search which shows that the property is not 
owned free and clear by the seller. 
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Commitment – A promise from a lender to lend money. 

Comparables “Comps” – Used in a comparative market analysis or appraisal, these are 
properties in close proximity and of similar size and amenities as the subject property.  

Comparative Market Analysis – Used primarily as a tool by real estate agents to help sellers 
price their homes correctly, it can also be used by buyers to find out how much they should pay 
for a home by comparing the selling prices of comparable homes in the immediate area. 

Condominium – Buildings in which the owners own separate units of the building and share 
responsibility for, and use of, the common areas. 

Construction Loan – This is a loan to pay for the construction of a home, condo, or other 
building. Instead of all the money being loaned up front, the lender will disburse the funds at 
specific intervals during the construction process. 

Contingency – A condition that must be met before a contract becomes completely binding. 
Examples of common contingencies include getting a loan, home inspections, or home to sell 
contingencies. 

Contract of Sale – The agreement between the buyer and seller that outlines the conditions of 
the transfer of title to the property, such as sales price and purchase terms. 

Conventional Loan – This is a mortgage that is obtained in the open market, not guaranteed by 
the VA, nor insured by the FHA. 

Conveyance – A document that transfers ownership of a property from one person to another. 
Examples of conveyances are deeds and leases. 

Covenants, Conditions and Restrictions (C, C & R’s) – Set of documents that includes the 
rules that govern a Homeowners’ or Condo Association. 

Cul-de-Sac – These are dead end streets with areas to turn around at the end, common in many 
subdivisions. Cul-de-sacs have been popular in the past because they were thought to cut down 
on through traffic and speeding but recent research suggests they adversely affect the traffic 
patterns in the rest of the community. As a result, they are being used less and less in newer 
subdivisions. 

D

Debt-to-Income Ratio – A borrower’s monthly payments on long-term debts divided by their 
gross monthly income. 
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Deed – This is the actual document that transfers the title to real property. The two main types 
are quitclaim deed and warranty deed. 

Deferred Interest – This is unpaid interest added to the balance of a loan. 

Documentary “Doc” Stamps – Usually paid for by the seller, doc stamps cost 70 cents per $100 
of the sales price.  

Due-on-Sale Clause – This clause allows the lender to call the loan due to be paid should the 
property change ownership (be sold).

E

E-Pro – Realtors who have completed specialized training in using technology to the betterment 
of real estate transactions. 

Earnest Money – The deposit given by a buyer to the seller in order to form a binding contract. 

Easement – This is a right of way that gives access to people other than the owner of the 
property. Common examples of easements are utility easements and drainage easements. 

Encroachment – An encroachment is an illegal intrusion on someone else’s property. For 
example, if you build a fence beyond your property line onto your neighbor’s property, that is an 
encroachment. 

Encumbrance – This is simply a lien or a claim on a property. 

Equal Credit Opportunity Act (ECOA) – Federal law that makes it illegal for lenders to 
discriminate against borrowers based on the borrower’s race, color, religion, age, sex, national 
origin, marital status, or their dependence on public assistance. 

Equity – The value of a property minus any debts owed on the property.

Escrow – These are funds that are set aside, usually by your mortgage lender, to pay for 
expenses such as taxes and insurance. 

F

Federal Home Loan Mortgage Corporation, “Freddie Mac” (FHLMC) – Agency that buys 
conventional mortgage loans from savings and loans and approved mortgage bankers. 
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Federal Housing Administration (FHA) – This agency insures residential mortgages made by 
private lenders. The FHA is a division of the Department of Housing and Urban Development  
(HUD). 

Federal National Mortgage Association, “Fannie Mae” (FNMA) – Freddie’s sister, Fannie 
Mae is a corporation started by Congress that buys and sells different types of mortgages, 
including conventional, FHA, and VA loans. 

FICO Score – This is a score ranging from 300 to 850 that lenders will use to determine your 
credit risk, or your ability to repay a loan. 

Fixed-Rate Mortgage – With a fixed-rate mortgage the interest rate is set or “locked-in” for the 
life of the loan. 

Flood Insurance – A flood insurance policy is a type of insurance policy that everyone should 
consider, and is required by lenders if your property is in a flood zone determined to be at a high 
risk for flooding. 

Foreclosure – If you fail to make payments on your mortgage, the lender can force the sale of 
your property through the legal process of foreclosure.

Front-End Ratio – This formula (calculated by taking monthly mortgage payments divided by 
your gross monthly income) determines how much of your income goes to repaying a loan. 

G

GRI (Graduate of the Realtor Institute) – REALTORS® who have earned this designation 
have completed 90 hours of specialized training and testing and can be considered among the 
most well-trained real estate practitioners. 

Government National Mortgage Association, “Ginnie Mae” (GNMA) – This is a government 
agency that provides funds for FHA and VA mortgages. 

Guaranteed Mortgage – A mortgage that is guaranteed by a third party, such as a VA mortgage.

H

Hazard Insurance – This is a type of insurance that insures against certain types of loss such as 
fire, flood, lightning, or wind damage. Together with personal liability insurance and any other 
mandatory (flood in some cases) or optional coverage, this will form your homeowner’s 
insurance policy.

103



Home Equity Line of Credit (HELOC) – This is a loan against the equity you have in a 
property. 

Home Inspection – A home inspection is recommended on all home purchases, but especially on 
homes being resold by someone other than a builder providing a full warranty. A home 
inspection should cover all major systems (electrical, plumbing, heating and air-conditioning), 
the physical condition of the property, as well as all structural elements. 

Homeowner’s Insurance – Insurance that is required by most lenders that combines personal 
liability insurance with hazard insurance, as well as any other mandatory or optional coverage, to 
provide protection of a property as well as its contents. 

Homeowner’s Warranty – A warranty that covers repairs or replacement of specific parts or 
systems of a house for a specific amount of time. Most new homes come with a warranty 
provided and paid for by the builder. Sellers of resale homes will also often times provide a 
warranty through a third-party warranty company as an incentive for someone to purchase their 
home. 

HUD-1 – This is a standardized closing statement form listing all costs, credits, fees, escrow 
amounts, etc. involved in a real estate transaction. 

HVAC – Stands for Heating, Ventilation and Air Conditioning. 

I

Impact Fees – Fees levied by a city or municipality to help pay for things like new roads, new 
schools and other infrastructure required to support the growth of an area. Usually these fees are 
paid for directly by the builder/developer, but they are passed on to homebuyers in the total price 
of the house. 

Interest – The amount of money charged on the amount of money borrowed. 

J

Joint Tenancy – Popular way for unmarried people to take title to a property. When one owner 
dies, the surviving owner becomes the sole owner of the property. 

Jumbo Loan – A jumbo loan is a loan that is higher than the limits set by Fannie Mae and 
Freddie Mac for conventional loans. For 2006 the limit is $417,000.

L
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Lease-Option – A lease-option is a great way for boomers, or anyone for that matter, to try out a 
certain home or certain area before committing completely to buying. In a lease-option, the buyer 
agrees to initially rent the property for a certain period of time and at the end of the lease period 
they have the option to purchase the property, usually at a price determined when the lease-
option started.  

Lease-Purchase – Not to be confused with a lease-option, a lease-purchase obligates you to 
purchasing the property, whereas with the lease-option you have a choice. In a lease-purchase, a 
certain amount of the rent being paid can go to paying either principal, taxes, insurance, or the 
down-payment, or a combination of all those. 

Loan-to-Value Ratio (LTV) – This is the amount of the mortgage loan, divided by the value of 
the property. 

M

Margin – Used with adjustable rate mortgages, the lender will add the margin to the index to 
determine your adjusted interest rate. 

Market Value – The expected amount that a property would sell for in an open market. 

Mortgage – Most easily explained as a lien against a property until it is paid for. 

Mortgage Banker – A mortgage banker is someone who originates or provides mortgages to 
later resell in the secondary market. 

Mortgage Broker – A mortgage broker helps to match individuals looking to borrow money 
with loans from many different possible sources. They are usually paid a commission for their 
services, but sometimes receive just a flat fee. 

Mortgage Insurance – The amount of money you pay to insure the mortgage when your down 
payment is less than 20 percent.

Mortgage Insurance Premium (MIP) – Equals 0.5% of the mortgage amount that borrowers of 
an FHA insured mortgage pay each month as insurance against default. 

Mortgagee – The party that lends the money. They hold the mortgage. 

Mortgagor – The party that borrows the money. They give a mortgage to the lender. 

N
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Negative Amortization – Sometimes referred to as “Negative Am”, this is when your monthly 
payment amount is not enough to cover all the interest on the loan. The unpaid interest is added 
to the principal, resulting in the borrower owing more than the original amount borrowed. 

No-Doc Loan – No-doc or low-doc loans are types of loans that require very little 
documentation to get a loan. They usually require large down payments, and are most popular 
with those who are self-employed or people who for privacy or other reasons do not want to 
disclose all of their income or assets. 

Note – A signed obligation to repay a debt. 

O

Origination Fee – This is the fee that the lender charges to perform certain tasks such as 
preparing the loan documents, making your credit check, and arranging for the property to be 
inspected and/or appraised. The origination fee is usually a percentage of the loan. 

P

Permanent Loan – Can be defined as any mortgage loan for a period of 10 years or more. 

PITI – Acronym for principal, interest, taxes, and insurance that together makes up your total 
mortgage payment. 

Points – Points are essentially prepaid interest on a loan. One point equals one percent of the 
loan amount. 

Power of Attorney – A power of attorney or “POA,” is a legal document that authorizes one 
person to act on behalf of another. 

Prepaid Expenses – This is money that is needed to create an escrow account when closing a 
real estate transaction. Prepaid expenses will usually include taxes, insurance, homeowners’ 
association dues, and special assessments.

Prepayment Penalty – This is a fee for the early repayment of a loan. You should do your best 
to avoid mortgages with this clause in them, unless you are positive that you will not be paying 
off the loan early.

Principal – The principal is the amount of debt remaining to be paid on a loan. 

Private Mortgage Insurance (PMI) – This is mortgage insurance for conventional loans that is 
usually required when the amount financed has a greater than 80% loan to value ratio (LTV).
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Punch-out – A step in the construction process when any remaining items that need to be 
corrected are taken care of or “knocked-out.” Also called “bump-out” or just “bump,” there will 
be several times during the construction of a home that punch-out occurs, for example, masonry 
bump, framing bump, electrical bump and so on. 

Q

Qualification Rate – This is the interest rate used to determine whether or not you will qualify 
for a particular loan. It is not necessarily the rate that you will end up paying.  

Quit Claim Deed – This is a document that transfers title from one person to another. The 
person transferring the title is giving up or “quitting” all claims to the property. 

R

R-Value – This is the standard of measurement of an insulation’s ability to keep heat from 
entering a home. The R-Value of all insulation installed in new construction homes in Florida is 
required to be disclosed to you at the time of contract. 

Radon – A naturally occurring radioactive gas present everywhere but found in high 
concentrations in some parts of Florida. Radon testing is available and if the seller has any 
knowledge of previous radon inspection results, they are required to disclose those results to the 
buyer. 

Rate Lock – When a mortgage interest rate is kept at a set rate for a specific period of time. Rate 
locks vary in length. The longer the rate lock, the more it will cost. 

REALTOR® – A real estate agent or broker who is a member of the National Association of 
REALTORS® (NAR). 

Recision – This is the process of canceling a contract. Some contracts, primarily for 
condominiums, have a recision period, or time frame within which you can cancel the contract. 

Recording Fees – Money in the form of recording fees is required to make the sale of a property 
public record. 

Refinance – Used primarily to obtain a better interest rate and therefore lower your payments, or 
in many cases to pull cash out of a property, refinancing is when you get a new mortgage or 
replace an existing mortgage on a property you already own. 

Real Estate Settlement Procedures Act (RESPA) – Federal law that dictates that consumers be 
allowed to review any known or estimated settlement charges that they will incur at least once 
after they make application and once before or at the closing. 
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Reverse Annuity Mortgage (RAM) – Essentially the reverse of a conventional mortgage, in this 
case the lender makes payments to the borrower using the equity in the home as collateral. 
Though neither very often used nor highly recommended, this can sometimes be a smart financial 
or estate-planning tool. 

Right of First Refusal – An agreement that gives one party the chance to buy or lease a property  
before anyone else has the opportunity. 

S

Servicing – The activities a lender must perform to keep a loan in good standing. Activities 
include sending statements, collecting and processing payments, and paying items like taxes and 
insurance. 

SEER Rating – Stands for “Seasonal Energy Efficiency Rating;” this is a measure of how 
energy efficient an air conditioning unit is. The federal standard is now 13 SEER. 

Simple Interest – Interest calculated only on the amount of the principal. 

Survey – A survey, conducted by a registered land surveyor that provides detailed measurements 
of a property. 

T

Tenancy in Common – Popular way to take title for people who are on their second (or more) 
marriage. When one party dies, their share of the property can be willed to their children or other 
heirs. 

Term – The amount of time over which a loan is set to be repaid. 

Title – The title is a document that declares and proves one’s ownership of a particular property. 

Title Insurance – A title insurance company will issue title insurance to insure a homebuyer 
against errors in the title search or clouds or encumbrances on the title. 

Title Search – A search of public records by a title company or an attorney to determine who has 
legal ownership of a property. 

Truth-in-Lending Law – Requires that the APR of a loan be disclosed to borrowers shortly after 
they apply for a mortgage. 

U
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Underwriting – This is the process conducted by a lender to determine whether or not to loan 
money to a particular borrower, and if so, at what rate and terms. Takes into account a buyer’s 
credit history, assets, length and type of employment, and other factors.

V

VA Loan – A loan guaranteed by the Department of Veterans Affairs, available to veterans whose 
length and type of service qualify them for this benefit. 

Vantage Score – A new credit scoring method that combines the scores from Equifax, Experian, 
and Transunion to create an easier method for consumers, as well as lenders, to determine what 
their credit score actually is.  

W

Walk-Through – The last step before closing in the new construction process. You will walk 
through your home with the builder or a customer service representative, going over how 
everything functions and looking for anything that needs to be corrected or fixed. You should 
also do a walkthrough before any other real estate closing, especially if there has been any 
significant time lapse between your home inspection and the closing, in order to make sure 
everything you contracted for is in place and also to make sure the seller or previous tenant 
didn’t do any damage when they moved out. 

Warranty Deed – This is a type of deed where the seller guarantees that he holds clear title to a 
property and therefore has a right to sell it to a buyer. 

Z

Zoning Laws – City restrictions regarding what kind of properties can be built in particular 
locations. A city will be divided into different zones such as commercial and residential, and 
even more specialized zones of each such as light commercial and multi-family. Zoning laws 
also dictate what size the structures must be as well as where they should be located within the 
particular zone. 
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