REVIEW OF Key WORDS

- Mortgage loan (p. 344)

feal estate taxes (p- 355)
#ssessed value (p, 355)

Match one of the key words above
1.

- @ loan whereby the lender has the right to sell

_Living in the Real

The Hunt to Find a Home

World

Analyze the Story The Sultans had a lot to consider before signing
the dotted line and turning over a down bayment. They had to
consider a feasible monthly mortgage, the cost of utilities and other

services, and taxes and insurance,

@ Examining, Buying a home Tequires many trade-offs. For
example, the house You might want to live in is close to work,

different housing choices. What might be a
for a single parent—buying or renting?

tax rate (p. 355

Interest (p. 346) market valye (p. 355)
dosing costs (p. 349) rate of assessment (p. 355,
- Principal (p. 351) homeowners insurance

personal liability (p. 357

4l amount paid for an insurance policy. 5§

the property if Payments are not made, 8.

. Iees paid at the time documents are signed

transferring ownership of a home,

+ public services such as water, phone, 9.

tlectricity, and garbage pickup.
1 amount owed upon which interest 10.
vharged is calculated,

lees collected on the ownership of property
used to support the operation of government.

loss-of-use coverage (p. 357)

medical coverage (p. 357)
replacement valye (p. 357)
premium (p. 359 ;

(p. 357) fire protection class (p. 359)

utility costs (p. 361

with a definition below.

the price at which a house can be bought
or sold.

Pays for the expenses of living away from
home while home reparations are being
completed.

the amount réquired to reconstruct your
home if it is destroyed.

a number that reflects the quality of fire
protection in your area.




SECTION OBJECTIVE 10-1 AND EXAMPLES

Compute the mortgage loan amount.
Desiree Ramsey s considering the purchase of a new condominium for

Mmortgage loan needed to finance the purchase?

STEP 1: Find the down Payment, STEP 2: Find the mortgage loan amount.
$95,500 x 209 = $19,100 Selling Price — Down Payment
$95,500 = $19,100
REVIEW EXERCISES = $76,400 mortgage loan amount,
Comoplete the table below.

Selling Price Down Payment Down Payment

Mortgage Loan Amount

11. $132,600 25.0% a b.
12. 87,500 15.0% a b.
13. 306,200 174 9% a b.
14, 198,000 3 a b.

STEP 1: Find the monthly payment. (Refer to STEP 2: Find the amount paid.

Figure 10.1 on Page 346.) Monthly Number of
X
Amount of Mort age Month]y Payment Payments
W X Payment for $808.22 x (12 months x 25 years)
: a2 $1,000 Loan $808.22 x 300
$125,500 : = $242 466 amount paid
W X $6.44 P

STEP 3: Find the tota] interest charged.
Amount Paid — Amount of Mortgage
$242,466 — $125,000

= $116,966 total interest charged
REVIEW EXERCISES

Complete the table below,
Mortgage Years Rate

= $808.22 monthly payment

Monthly Payment Total Amount Paid Total Interest Charged

15
16.
17.
18.

$ 75500 | 25 5.5%
83,900 | 20 6.0%
123,900 | 25 6.5%
156,000 | 30 7.5%

Toro o

L )
I I
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Study Guide and Assessment

SECTION OBJECTIVE 10-3 AND EXAMPLES

Figure out the total closing costs.

Shannon and Glenn Shelton have been granted a $150,000 loan. When
they sign the papers to purchase their new home, they will have to
pay the closing costs shown. What is the total of their closing costs?
What is the actual amount financed with the mortgage?

STEP 1: Find the closing costs. (Refer to the chart next to this problem.)
$250 + $75 + $275 + ($150,000 X 1.3%) + $295 = $2,845
STEP 2: Find the actual amount financed.
Amount of Mortgage + Closing Costs
$150,000 ny $2,845
= $152,845 amount financed

REVIEW EXERCISES
Use the list of closing costs for Problems 19-22.

19. Sung and Mu Lee. 21. Josh and Judy Jones.
Mortgage loan of $245,600. Mortgage loan of $128,300.

CHAPTER

Appraisal fee
Credit report
Title search
Service fee

Legal fees

Closing Costs

$250

75

275
1.3% of
mortgage

295

Credit report
loan
origination
Abstract of title
Attorney fee

What are the total closing costs?

20. Greg and Kaye Meiers.
Mortgage loan of $97,500.
What are the total closing costs?

What are the total closing costs?
22. Rochelle St. James.

Mortgage loan of $88,000.

What are the total closing costs?

Documentation
stamp

Processing
fee

$ 55
2% of
mortgage
155
325
0.325% of
mortgage
1.10% of
mortgage

Closing Costs

new principal.

STEP 1: Find the interest.

STEP 2: Find the payment

Principal
$90,000.00 X 7.5% X T'2

Monthly Payment — Interest

X Rate X Time

Rowena Tinley obtained a 30-year $90,000.00 mortgage from State Bank. The interest
rate is 7.5 percent. Her monthly payment is $629.10. For the first payment, what is
the interest? What is the payment to principal? What is the new principal?

= $562.50 interest

0

SECTION OBJECTIVE 10-4 AND EXAMPLES

Compute the allocation of monthly payment toward principal, interest, and the

to principal. $629.10 — $562.50 = $66.60 payment to principal
STEP 3: Find the new Previous Balance — Payment to Principal
principal. $90,000.00 — $66.60 = $89,933.40 new principal
REVIEW EXERCISES
Complete the table below.
Mortgage Interest  First Monthly Amount for Amount for New
Amount Rate Payment Interest Principal Principal
23.| se0000 | 7.0% | $ 39900 |a b. ¢




SECTION OBJECTIVE 10-5 AND EXAMPLES

Calculate the assessed value and real estate taxes.

The Orange County tax assessor stated that the market value of the Marvin Hotel
is $950,000. The rate of assessment in Orange County is 55 percent of market
value. The tax rate is 34.50 mills. What is the real estate tax on the Marvin Hotel?

STEP 1: Find the assessed value. Market Value X Rate of Assessment
$950,000 x 55% = $522,500 assessed value
STEP 2: Express the tax rate as a decimal.  34.50 mills = 1,000 = 0.0345 tax rate
STEP 3: Find the real estate tax. Tax Rate x Assessed Value
0.0345 X  $522.500.00 = $18,026.25 real estate tax

REVIEW EXERCISES

27. The tax rate is 54.5 mills, the market value 29. Harvey and Marie Levan own a home with a
is $95,000, and the rate of assessment is 45 market value of $542,000. The rate of assess-
percent. Find the assessed value, the tax ment is 60 percent and the tax rate is 24,31
rate as a decimal, and the rea] estate tax. mills. What is the annual real estate tax?

28. Sun Ri Pak’s home js located in a town 30. Steve and Shelia Hitt own a home in a
where the rate of assessment is 30 percent retirement community. The home has a
of market value. The tax rate is $43.46 per market value of $87,400. The rate of
$1,000 of assessed value. His home has a assessment is 50 percent and the tax rate is
market value of $229,50. What is the $30.45 per $1,000 of assessed value. What

assessed value? What is the property tax? is their yearly real estate tax?
—0
SECTION OBJECTIVE 10-6 AND EXAMPLES
Work out the amount of coverage.

$86,500 X 809 = $69,200

STEP 2: Find the amount of coverage on personal property.
Amount of Coverage on Home x Percent
$69,200 X 50% = $34,600 coverage on personal property
REVIEW EXERCISES
Find the amount of coverage and the amount of insurance,

Replacement Value  Percent Covered  Amount of Coverage Amount of Insurance for Garage

31, $124,500 90% a. ==
32. 65,000 75% a. =
33, 250,000 85% a. b

34, 87,000 80% a.
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Study Guide and Assessment

SECTION OBJECTIVE 10-7 AND EXAMPLES

Calculate the annual homeowners insurance premium,

The Cunninghams’ wood-frame house. Replacement value of $150,000. Fire
protection class 10. What is the annual premium? (Use Figure 10.5 on page 359 L
to answer the problem.)

Answer: $692 ||

REVIEW EXERCISES 1
Complete the table below, (Use Figure 10.5 on page 359 to answer the problems.)

Type of Replacement Percent Fire Protection Annual
Construction Value Covered Class Premium

35.| Brick $100,000 80% 5

36.| Brick 100,000 90% 1 |
37.|  Wood frame 120,000 100% 8 !
38. Wood frame 200,000 75% 10

SECTION OBJECTIVE 10-8 AND EXAMPLES |

Compute the total housing cost and compare it
with suggested guidelines.
Peter and Lucy Cole have a combined monthly
take-home pay of $2,550. They keep a record
of their monthly housing expenses. The list of
expenses for April is shown. Were their housing
costs for April within FHA guidelines?
STEP 1: Find the monthly cost.
$886.50 + $36.00 + $54.00 + $108.20 + $35.50 = $1,120.20
STEP 2: Find the recommended maximum,.
$2,550.00 X 35% = $892.50
STEP 3: Compare. Is the total monthly cost less than the recommended maximum?
Is $1,120.20 less than $892.50? No, the Coles are not within the guidelines.

REVIEW EXERCISES
Find the recommended FHA maximum, (Round to nearest $1.)

Housing Expenses for April

Rent payment $886.50
Renters insurance 36.00
Gas—heat 54.00
Electricity 108.20
Telephone service 35.50

Monthly Net Pay Recommended FHA Maximum
39.

41.

-




