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Introduction

Benefits of Homeownership

There can be considerable financial 
advantages that come with owning  
a home.
Some of the most important financial benefits of 
homeownership can include:

 • Scheduled savings through monthly mortgage 
payments;

 • The likelihood you will be able to borrow against the 
equity you build in your home, or

 • Convert it to cash later; and

 • Tax deductions on the interest you pay for your home 
mortgage that could potentially save you a fair amount 
in federal income taxes*

Plus, don’t forget the other benefits of 
homeownership. 
You often feel a stronger connection to, and have a more 
vested interest in, the community while realizing the 
“American Dream” of homeownership. 

* Please consult with a tax advisor regarding potential tax savings.

How This Guide 
Can Help

With all the possible benefits that  
come with owning a home, it is one  

of the most important financial  
decisions you likely will make. 

So, the first thing you will want to  
do is make sure you are ready  

to buy your first home. 

The information contained in this  
guide is intended to help you learn 

more about the home-buying 
process and provide you with 

additional contacts who can help 
you determine if you are prepared 

for the responsibilities and financial  
obligations of owning a home. 
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Steps to Buying Your First Home

How Do I Get Started?

Here are some steps that will help you become familiar with the  
home-buying process:

 • Step 1:  Determine if you are ready for homeownership. Local area 
nonprofit housing counselors can help you become ready for this  
new responsibility. 

 • Step 2:  Work with your lender to provide financing for your home 
purchase. You can get pre-qualified and pre-approved. Ask a Realtor  
for a list of local lenders in your area. 

 • Step 3:  Select a home that has the features you’re looking for in the 
neighborhood where you want to live. Drive the route you’d drive 
to work from the area where you’re looking, so you get an idea of 
what it’s like during rush hour. Is it close to schools, shopping, or other 
amenities that are important to you, such as your bank branch?

 • Step 4:  Get a ratified sales contract on a home.  

 • Step 5:  Work with your lender to select the type of mortgage you 
want that fits your needs and finances. Ask your lender if they are able 
to help protect your down payment.

 • Step 6:  Apply for a mortgage.  

 • Step 7:  Close on the home. At the real estate closing or settlement, 
the transaction is completed, as evidenced by the delivery of a deed, 
signing of the legal documents, including the loan note, and the 
disbursement of funds.

Get in Touch Today!

 
Visit Us In-Person

4000 Westchase Boulevard
Suite 110

Raleigh, NC 27607
 

 
Over the Phone 

919.378.1532 
 

 
Get Started Online

www.fhmtg.com
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Preparing for Homeownership

Evaluating Your Readiness

Key factors that will impact your readiness will be your 
credit profile, sufficient cash for the down payment 
and closing costs, and adequate income to pay for the 
mortgage and other typical additional homeownership 
expenses. You can do some of this evaluation yourself; tips 
on how to do this are provided in this guide. Once you have 
completed this self-evaluation and determine you are ready 
to become a homeowner, you may want to talk to a local 
lender who may be able to pre-qualify and pre-approve you 
before you start looking for a specific home to buy.

Down Payment
Saving for a down payment is usually one of the most 
difficult parts of preparing to buy a home. Historically, 
buyers usually made a down payment that totaled 20 
percent of the home’s purchase price. Under this scenario, a 
down payment for a $100,000 home is $20,000. But today, 
although some mortgage products allow as little as $500 or 
even less, more typical mortgage products require at least 
five percent. The down payment for a $100,000 home with 
a five percent down payment is $5,000 under this scenario. 

Sources for down payments include, but are not limited 
to, buyers’ savings accounts and checking accounts; 
withdrawals from stocks and bonds or life insurance 
policies; and gifts from friends or relatives. You may also be 
able to obtain financial assistance that can be applied to 
your down payment. 

Credit Profile
Your credit report shows your debts and payment history 
with creditors that have loaned you money, such as 
credit card companies, banks, and department stores. 
Your lender will order a credit report that will give them 
a snapshot of your credit history, and will determine 
whether you pay bills on time. It also reveals how much 
debt you currently have. It’s important for you to know 
what your credit report says, so take some time and 
order your copy. 

You can contact one of the three main credit reporting 
agencies: 

 • Equifax (800) 685-1111

 • TransUnion (800) 916-8800

 • Experian (888) 397-3742

If you have, or have had, serious credit problems, your 
lender may be able to find alternative financing options 
for you. You may also contact your local credit counseling 
agency for help.

Employment
Lenders use your employment history as an indication 
of whether you will have the ability to pay the loan. 
Working more than one job does not work against you, 
but having a steady record of employment is important.
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Preparing for Homeownership (CONTINUED)

Determining How Much You Can Afford

Two important factors to consider when determining how much home you can afford are the monthly mortgage payment 
amount and the additional expenses that typically accompany homeownership.

Lenders use guidelines to determine whether prospective 
home buyers will be able to pay their monthly mortgage 
payments comfortably. Though flexible, the guidelines 
generally state that a household should spend no more 
than a certain percentage of its income on housing and 
no more than a certain percentage of its income on 
total debt. Ask your mortgage lender for more details. 

Make sure you have enough money set aside in savings 
for additional expenses like closing costs, a monthly 
mortgage payment, as well as sufficient funds to pay 
taxes, insurance, and other costs associated with owning 
a home.

Mortgage Payment Additional Expenses

One way to determine how much mortgage you can afford is to prepare a budget. 
Completing the budget worksheet on the following page can help you organize your income  

and expenses, or log on to the Internet to find a budget worksheet online.
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Monthly Budget Worksheet

Monthly Housing Expenses

Rent/Mortgage $____________________

Property Tax/Insurance $____________________

Gas/Electric $____________________

Water $____________________

Home Maintenance $____________________

Other Housing Expenses $____________________

Monthly Non-Housing Expenses

Food $____________________

Clothing $____________________

Childcare/Tuition $____________________

Car Loans $____________________

Car Insurance/Tax $____________________

Gas $____________________

Car Maintenance $____________________

Health/Medical Insurance $____________________

Health Costs Not Covered by Insurance $____________________

Credit Card(s) $____________________

Other Loan Payments $____________________

Alimony/Child Support $____________________

Entertainment $____________________

Phone/Cable/Internet $____________________

Savings $____________________

Other Non-Housing Expenses $____________________

Monthly Expenses TOTAL $___________________

Monthly Forms of Income

Net Pay $____________________

Net Overtime $____________________

Retirement Benefits $____________________

Investment Earnings $____________________

Public Assistance $____________________

Alimony/Child Support $____________________

Other Income $____________________

Monthly Income TOTAL $___________________

 Total Monthly Income (-) MINUS Total Monthly Expenses  = $________________
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Why Work with a Realtor? 

Choosing the right real estate agent can be a 
crucial part of your journey to homeownership. 

So you’ve decided you are ready and it’s time to purchase a 
home of your own. Congratulations! 

Though some home buyers look for a home without a Realtor, 
the most common approach to locating and buying a home is 
by working with an expert who can help you find homes that 
fit your needs and are within your budget. 

Realtors can provide valuable information to potential home 
buyers, such as: the location of nearby shopping, schools, 
and transportation. They can also help home buyers access 
information regarding local property tax rates. Also, Realtors 
are typically the ones who draft and provide your written 
offer to purchase a home to the seller. 

Realtors can also provide information about mortgage 
lenders in your area. Your lender will work with you to decide 
which mortgage best suits your needs. In order for the lender 
to determine what loan will be most appropriate for your 
situation, you will be asked to complete a loan application.

Working with a Realtor

Where Can You  
Find a Realtor?

 9 Seek Recommendations. Ask people 
your friends, family and neighbors to 
share the names of Realtors they’ve 
worked with in the past. 

 9 Read the Newspaper. Check newspaper 
ads to see if any “Open Houses” interest 
you, and stop by to talk with the real 
estate professional.  

 9 Scan the Neighborhood. You can walk 
or drive through neighborhoods looking 
for “For Sale” signs that indicate a Realtor 
is working with a home seller in the 
neighborhood. 

 9 Pay Attention to Attitude and 
Professionalism. It’s important you feel 
comfortable with your agent. Before you 
sign an exclusive contract, ask yourself 
these questions: Is the agent easily 
accessible? When he or she takes you to 
look at houses, do they seem to match 
what you’re looking for? Does the agent 
explain the answers to your questions in a 
way you understand?
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Mortgage Application Process

Submitting Your  
Mortgage Application 

Your lender will carefully review your credit history, your debts 
and income, and other information. The process of evaluating 
these factors is called underwriting. 

You can help move the mortgage application process along by 
being prepared. On the following page is a checklist of items you 
may want to have ready to speed up the application process. 
The checklist includes most of the information that you and any 
co-borrower(s) will need to supply. 

However, some lenders have slightly different requirements, so 
you may want to contact your lender to see which information 
and documents are required.

The Closing

The actual transfer of the property, 
signing of the loan note, and 

disbursement of the funds occurs  
at the loan closing or settlement. 

 • Closing agent reviews whether 
conditions of loan are met

 • Make final inspection  
(walk-through) of the home

 • Closing agent sets closing meeting

 • Sign documents

 • Documents are recorded 

...and then you are a homeowner! 
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Mortgage Application Checklist

The items listed below are the standard supporting documents and information commonly needed for loan approval. 
However, individual circumstances may dictate that additional information is required.

Income Documentation Asset Documentation Additional Information

 � W-2 Tax Forms - Copy of 2 
most recent years

 � IRS 1040s - Copy of 2 most 
recent years, all schedules

 � IRS 1120s & K1s - For self-
employed borrowers  
and consumers

 � YTD Profit and Loss 
Statement if applicable

 � Paystubs - Copy of  
2 most recent for  
salaried employees

 � Employment Verification -  
Names, addresses, and phone 
numbers of employers for the 
past 2 years

 � Rental Leases - If owner of 
investment property

 � Bank Statements - All pages 
of 2 most recent months

 � Brokerage Statements - All 
pages of 2 most recent months 
or current quarter

 � Retirement Statements - All 
pages of 2 most recent months 
or current quarter

 � Other Personal Property - 
Documentation to verify the 
value of personal property 
which can include life 
insurance, cars, etc.

 � Liabilities - Auto loans, 
student loans, credit cards,  
and other installment debt. You 
will need to provide the name 
and address of each creditor 
and the monthly payment and 
total amount due

 � Birth Date - For all borrowers 
and co-borrowers on the loan

 � Social Security Number -  
For all borrowers and  
co-borrowers on the loan 

 � Previous Addresses -  
Property address, name and 
address of the landlord; 
current monthly rent; and 
previous addresses/landlords 
if you’ve lived in your current 
address for less than 2 years

 � Agreement to Purchase - 
A signed copy and any 
amendments, a copy of the 
listing form for the property, 
the legal description of the 
property, and receipt for 
earnest money or down 
payment deposits (if applicable)
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Glossary of Home-Buying Terms

Adjustable-Rate Mortgage (ARM)
A mortgage that permits the lender to adjust the interest 
rate periodically on the basis of changes in a specified index. 

Appraisal
A defensible and carefully documented opinion of value. 
Most commonly derived using recent sales of comparable 
properties by a licensed, professional appraiser. 

Closing
A meeting at which a sale of a property is finalized by 
the buyer signing the mortgage documents and paying 
closing costs. Also called Settlement.

Closing Costs
Expenses (over and above the price of the property) 
incurred by buyers and sellers in transferring ownership of  
a property. Closing costs normally include an origination fee, 
an attorney’s fee, taxes, an amount placed in escrow, and 
charges for obtaining title insurance and a survey. Closing 
costs percentages will vary according to the area of the 
country; lenders or real estate professionals often provide 
estimates of closing costs to prospective home buyers.

Credit History
A record of an individual’s open and fully repaid debts. 
A credit history helps a lender determine whether a 
potential borrower has a timely history of repaying debts.

Credit Report
A report of an individual’s credit history prepared by a 
credit bureau and used by a lender in determining a loan 
applicant’s creditworthiness.  

Debt
An amount owed to another; an obligation to repay 
some amount owed.

Down Payment 
The part of the purchase price of a property that the 
buyer pays in cash and typically does not finance with 
a mortgage. Sources for down payments include, but 
are not limited to, buyers’ savings accounts, checking 
accounts, stocks and bonds, life insurance policies, 
employers, and gifts. 

Buying a home is often easier if you have an understanding of mortgage and  
lending terminology. The following glossary of commonly-used financing terms will  

help you as you make your way through the home-buying process.
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Glossary of Home-Buying Terms (CONTINUED)

Escrow 
An item of value, money, or documents deposited 
with a third party to be delivered upon the fulfillment 
of a condition. For example, the deposit of funds by a 
borrower with the lender to pay taxes and insurance 
premiums when they become due, or the deposit of 
funds or documents with an attorney or escrow agent to 
be disbursed upon the closing of a sale of real estate.  

Fixed-Rate Mortgage
A mortgage in which the interest rate does not change 
during the entire term of the loan. 

Growing-Equity Mortgage
A fixed-rate mortgage that provides scheduled payment 
increases over an established period of time, with the 
increased amount of the monthly payment applied directly 
toward reducing the remaining balance of the mortgage. 

Home Inspection
A complete examination of a building to determine its 
structural integrity and uncover any defects in materials 
or workmanships which may adversely affect the 
property or decrease its value. 

Interest Rate
A percentage of a loan or mortgage value that is paid to 
the lender as compensation of loaning funds. 

Loan-to-Value (LTV) Percentage
The relationship between the principal balance of the 
mortgage and the appraised value {or sales price if it is 
lower) of the property. For example, a $100,000 home with 
an $80,000 mortgage has an LTV percentage of 80 percent. 

Lock-In Agreement
A written agreement in which the lender guarantees a 
specified interest rate if a mortgage goes to closing within 
a set period of time. The lock-in agreement also usually 
specifies the number of points to be paid at closing.

Maturity
The date on which the principal balance of a loan, bond, 
or other financial instrument becomes due and payable.

Mortgage
A legal document that pledges a property to the lender 
as security for payment of a debt. 

Mortgage Insurance
A contract that insures the lender against loss caused 
by a mortgagor’s default on a government mortgage or 
conventional mortgage. Mortgage insurance can be issued 
by a private company or by a government agency such as 
the Federal Housing Administration (FHA). Depending on 
the type of mortgage insurance, the insurance may cover a 
percentage of, or virtually all of, the mortgage loan.
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Glossary of Home-Buying Terms (CONTINUED)

Offer
A presentation or proposal for acceptance, in order to 
form a contract. An asking price to purchase a home.

PITI (Principal, Interest, Taxes, and Insurance)
The four components of a monthly mortgage payment. 
Principal refers to the part of the monthly payment that 
reduces the remaining balance of the mortgage. Interest is 
the fee charged for borrowing money. Taxes and insurance 
refer to the amounts that are paid into an escrow account 
each month for property taxes and hazard insurance. 

PITI Reserves
A cash amount that a borrower must have on hand after 
making a down payment and paying all closing costs for 
the purchase of a home. The PITI reserves must equal the 
amount the borrower would have to pay for PITI for a 
predefined number of months. 

Point
A one-time charge by the lender for originating a loan.  
A point is one percent of the amount of the mortgage.

Pre-Approval
The process of applying for a mortgage loan and 
becoming approved for a certain interest rate before 
a property has been chosen. Pre-approval allows the 
borrower greater freedom in negotiations with sellers.

Pre-Qualification
Less formal than pre-approval, the process of 
determining how much money a prospective home buyer 
may be eligible to borrow before he or she applies for a 
mortgage loan.

Principal 
The amount borrowed or remaining unpaid. The part of 
the monthly payment that reduces the remaining balance 
of a mortgage. 

Private Mortgage Insurance (PMl)
A type of mortgage insurance that is provided by a 
private mortgage insurance company to protect lenders 
against loss if a borrower defaults. Most lenders generally 
require PMl for a loan with a loan-to-value (LTV) 
percentage in excess of 80 percent. 

Underwriting
The process of evaluating a loan application to determine 
the risk involved for the lender. Underwriting involves 
an analysis of the borrower’s creditworthiness and the 
quality of the property itself.



  14

About First Heritage Mortgage, LLC

Founded in 1996, First Heritage Mortgage, LLC (FHM) was designed to 
be the premier source of mortgage financing in the Washington DC 
metro area for customers of the builder and realtor community. From the 
outset, FHM's blend of best in class service, combined with competitive 
rates and products has won the confidence of the company's partners 
and legions of satisfied borrowers. 

FHM is a direct lender, meaning our borrowers' loans are processed, 
underwritten, and closed locally. This enables a speedy, accurate delivery 
of services, and removes much of the stress from the financing process. 

Whether you are buying your first home, changing residences, or 
refinancing an existing home, our friendly and experienced team is here 
to help ensure that all your needs are met.

One of the

TOP 100 
Largest Mortgage Companies

in the United States
According to Mortgage Executive Magazine

Office Locations

Headquarters
Fairfax, VA

Branches
Blacksburg, VA

Charlottesville, VA
Richmond, VA

Woodbridge, VA 
Bethesda, MD
Hanover, MD 

Prince Frederick, MD
Raleigh, NC

Wake Forest, NC
Atlanta, GA

Where We Lend

VA  |  MD  |  DC  |  DE  |  WV  |  PA  |  NC  |  SC  |  GA  |  FL  |  CA
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About Mortgage +PlusSM  
Down Payment Protetion

Mortgage +PlusSM down payment protection can help protect up to the full amount  
of your initial down payment, in the potential event of a loss if you sell in a down market.

Why Mortgage +Plus? 

 
At First Heritage Mortgage, our priority is to get you into the home  
of your dreams with peace of mind. Ask your Loan Officer about 
including Mortgage +Plus Down Payment Protection on your FHA 
loan at no additional cost.

With your down payment protected, you can enjoy homeownership  
on your own terms.

Buy your dream home and live there with peace of mind. Even if you 
have to sell for a loss in a down market, up to the full amount of 
your initial down payment can be reimbursed back to you when all 
program requirements are met.

NOTE: Coverage restrictions apply. Please refer to fhmtg.com/resource/mortgage-plus-faq-page/ for important information and disclosures on Mortgage +Plus down payment protection coverage and how it 
works. Mortgage +Plus by First Heritage Mortgage is distributed by PVI Agency, LLC. PVI Agency, LLC dba ValueInsured is a licensed agency in all 50 states and the District of Columbia, and is not affiliated with 
First Heritage Mortgage. 

Terms and conditions of the insurance described herein as Mortgage +Plus, including pricing, are determined solely by the issuer of the coverage and not by First Heritage Mortgage. The description of Mortgage 
+Plus herein should not be considered a solicitation nor an offer to provide such insurance in any jurisdiction whatsoever where it would be unlawful to do so. Approval of your mortgage loan from First  
Heritage Mortgage will not be conditioned upon your obtaining Mortgage +Plus down payment protection.

Learn More  
Today!

 

 
Visit Us Online

www.MyMortgagePlus.com
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