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The purpose of this guide is to help homebuyers through the process of purchasing their 
first home or maybe even providing additional information to those that have purchased a 
home before. 
 
In this guide, we will explain the process of how to make the decision to buy, all the way 
to turning the key and opening the door to your new home.  This guide explains what to 
expect along the way and advises who you should talk to about your questions. 
 
1.  To Buy or Not to Buy?          
Are you really ready to buy a home? 

• What are your reasons? 
a growing family? living closer to work and/or schools?  Tax advantages?  Putting 
current equity into a move up? 

• How long do you plan to own the home? 
It may be better to rent if you expect to move or get transferred within 2-3 years.  
Discuss this with your agent. 

• Do you have the funds for a down payment, closing and moving costs? 
• Can you afford a mortgage and still pay other bills? 

A mortgage should be no more than one-third (1/3) of your net income. 
 
Whatever you decide, make sure it is an informed decision!  Discuss these questions and 
any others you have with both your Realtor and your lender! 
 
How to Save for your Down Payment 
The larger your down payment, the lower your monthly payments will be.  If you can come 
up with at least 20%, you can avoid paying for Private Mortgage Insurance (PMI).  There 
are other ways to avoid paying for PMI, discuss this with your lender. 
PMI typically costs about ½ of 1% of the loan and is not tax deductible.   
 
Some things you can do to save money: 

• Drive at the speed limit.  This will save on your fuel consumption (especially with 
the rising costs of gas!). 

• Clip coupons.  If you save $25 a month, that’s $360 per year. 
• Bring lunch to work.  If you typically spend $8/day on lunch, that’s $2000 per 

year. 
• Budget your money carefully to see where you can cut expenses to put that money 

towards your down payment. 
• If you have paid off a loan (car, student, etc.) keep paying that money into your 

down payment savings account.  You’ve learned to live without it, so now you can 
put that money toward your new home. 

• Keep paying your bills on time (and in full), this will save you late fees and 
interest rates. 

• Explore taking on a second job.  It might sound like a last resort, but if you really 
want your own home, it might be something you need to consider, especially if you 
can put your entire paycheck from that second job toward your new home. 

• Simplify.  What things can you live without? Cable? Starbucks?  Think about it.  
There may be some things that you really don’t need. 

• Consolidate.  If you have more than 2 credit cards, you should think about 
consolidating them.  Save the ones with lowest APR.  You also save on those 
annual fees. 

• Mom & Dad.  Would your parents consider helping you with a down payment?  It 
never hurts to ask. 

• Vehicles.  Do you own another car, an RV, motorcycle or even a boat?  Are they 
things you can live without?  Sell it and put the proceeds towards your down 
payment. 

 
2.  Start To Organize Your Files         
Start a home-buying file.  You will need: 

• Credit Data 
Obtain a copy of your credit report.  You can go online to get a free copy of your 
credit report at www.annualcreditreport.com. Any lender you will go to will 
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order a copy, but you should see it first so there are no surprises and you can 
clear up any credit problems before applying for the loan. 

• Tax Returns and Other Financial Documents 
The lender will need all of your financial information so they can determine how 
much money you are able to borrow.  If you do not have copies of such information, 
you can obtain copies by contacting the person who prepared your taxes or the 
IRS. 

• Contact Information 
Ask the Human Resources department at your work place who is able to release 
your personal information to let them know that you are applying for a home loan 
and someone will be contacting them for your information.  Have that information 
ready when you meet with your lender to prevent any delays in the processing of 
your loan. 

 
3.  Finding an Agent           
To insure that your house-buying needs are met, you should hire an agent.  Once you hire 
an agent to represent you, it is their job, by law & according to the NAR’s Code of Ethics, 
to disclose everything to you that they know, be honest and truthful and make sure that 
they represent you and your needs in the best way possible. 
 
Here is why you should hire The Stott Team to represent you. 

1. We have a team that is dedicated to serve only buyers.  The team includes a 
Buyer Specialist Manager, several Buyer Specialists, and a buyer specialist 
assistant.  The Buyer Specialist that is assigned to you is there to show you 
properties and can concentrate on getting you the property that you want.  
They are not busy with listings or escrows, just you. 

2. We have an Escrow Manager that deals with escrows all day, every day.  She 
knows the DROA like the back of her hand.  She meets all contractual 
agreements and deadlines and she is excellent in her field. 

3. There is almost always a family member or a licensed assistant in the office 
that can help you with anything. 

4. We truly work like a team.  There is no competition amongst the agents, no 
“client stealing”, if your agent is not in, there is, assuredly, almost always 
someone in the office that can help you. 

5. Lastly, if you are not happy with our Team or our services, you can cancel 
the agreement in 24 hours, without any cost to you.  We stand by our 
services and our Team and if you are not happy with us, we will absorb all 
costs that were expended since you may have rendered our services. 

 
4.  Get Pre-Approved           
Before you begin your house hunting, you should get pre-approved for a loan. You will 
know how much you are able to borrow. You have a buying advantage because the seller 
will know that you are able to get a loan and may choose your offer over an offer with 
simply a pre-qualification letter. You also save time in the escrow process because you 
already have your loan ready to go. 
 
Getting pre-approved gives you an estimate of how much you can borrow and puts you in a 
better position to buy.  Before you get pre-approved, you need to know: 

• How much cash you have available for a down payment and closing costs 
• Your current income 
• Job status 
• Estimated assets 
• Estimated Debts 

 
If you don’t already have A lender, we suggest the following lenders, as they have 
provided outstanding service to our previous clients: 

• Peter Heinen (Wells Fargo) 
Office: 808.951.9438 
Cell:  808.782.8443 
E-Mail:  peter.j.heinen@wellsfargo.com 
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• Jeff Howard (Countrywide) 
Office: 808.532.1150 
Cell:  808.258.7653 
E-mail:  Jeff_howard@countrywide.com 

• Keri Shepherd (Charter Funding) 
Office: 808.738.5626 
Cell:  808.223.4118 
E-mail:  keri.shepherd@charterfunding.com 

• Lorie Fukuhara (American Savings Bank) 
Office:  808.593.4867 
Cell:  808.348.4910 
E-mail:  lfukuhara@asbhawaii.com 

 
5.  Shop For A Loan           
Compare lenders and the rates, terms and other costs that are being are offered before 
you make your decision.  Ask for a “Good Faith Estimate” to make the comparison. 

• Compare several lenders 
• Don’t focus only on the interest rates; look at the points and other fees as well. 
• Understand the difference between points and rates. your lender should be able 

to explain these to you 
• Discuss how long you will need the loan, if you do not need the loan long-term 

you may want to consider an adjustable-rate mortgage.  On the flip side, if you 
need a long-term loan, you may want a fixed-rate mortgage.  Your lender should 
be able to explain these to you as well and offer any options that may be 
available. 

• See more on Loans on Page 8. 
 
6.  Understand the Market          
If you understand the current market conditions, you will be better prepared as a buyer.  
It helps to know whether it is a seller’s market (high demand, low supply) or buyer’s 
market (low demand, high supply).  In a seller’s market, you may have to offer full price 
or higher; however, in a buyer’s market, you have more room to negotiate.  Things to 
know: 

• Median Home Prices in Your Areas of Interest 
The median home price gives you the midpoint in the range of sales for a period of 
time.  We can provide you with this information, according to the area(s) you are 
interested in.  

• Number of Home Sales Compared to the Number on the Market 
The number of sales indicates the number of homes sold during a period of time.  
The more active the market is, the higher the number of homes sold.  We can 
provide you with this information, according to the area(s) you are interested in. 

• Average Days on the Market (DOM) 
The average days on the market measures the amount of time homes were on sale 
before they were purchased.  If the average is high, this could mean either one of 
two things; either it could be a buyer’s market or that the house is in a 
neighborhood in which houses are difficult to resell. 

 
Another thing to be considered is the job market.  If employers in the area are offering 
more jobs, especially higher-paying ones, the market may be more competitive in that 
area. 
 
7.  Focus Your Search          
To make your home hunting more effective, you should set your criteria for what you are 
looking for. This will narrow down the choices and will keep you from wasting your time 
on homes that you are not interested in. 

• Do you want a Single-Family Home (SFH) or a Condo (C) or Townhouse (TH)? 
A Single-Family Home allows you more freedom to do what you wish to your home, 
whereas a Condo or Townhouse has certain limitations. 
On the other hand, with a Condo or Townhouse, you pay association fees, but do 
not need to worry about the common areas surrounding you, such as grass, 
exterior paint or even the roof.  The long-term costs are about the same and you 
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may get amenities with a Condo of Townhouse that you could not afford in a home, 
such as a pool, tennis courts, etc. 
 

• Do you want to buy a brand-new home or a resale? 
A brand-new home may have less maintenance and repair costs because it is new.  
However, with newer homes, there is a smaller selection in terms of type or style 
and neighborhoods.  If you’re looking at resale, the homes may be less expensive, 
are in an already established neighborhood, but may have slightly higher costs in 
terms of maintenance and repairs. 

• What type of neighborhood do you want to live in? 
Typical qualities can be related to your lifestyle.  If you have a family or are 
going to be starting a family, a neighborhood with nearby schools may be 
important to you.  If you enjoy dining out, a neighborhood with good restaurants 
may be the choice for you.  Think about your lifestyle and what is important to you 
to be near to, as well as commute times and traffic patterns. 

• What is your price range? 
The best way to determine this, would be to get prequalified (a 15 minutes over-
the-phone process) or to be pre-approved for a loan, as previously discussed. 

 
8.  Start Viewing Homes          
Depending on your criteria for a home and the current market, you can spend anywhere 
from a few days to several weeks or even months looking for the right home for you. 

• Look beyond the listing information – often the information does not tell the 
whole story. 

• Think twice about fixer-uppers – rely on contractors to assist you with estimates 
on repairs. 

• Take notes on each of the homes you visit.  We can provide you with a list of 
questions to ask and a list to mark down the important aspects of the home to 
study after your viewings. 

 
9.  Compare and Contrast          
Depending on the current market, you may have to make a decision right away or you may 
be able to take up to several days to decide.  Either way, before making a decision, you 
should review your notes, noting the pluses and minuses.  It is unlikely to find the 
“perfect” home.  Prioritize your wants and needs. 
 
10. Choose Your Home          
Making the right decision based on what you need and want from a home, and the 
information that you have (current market conditions, surrounding school information, 
etc.) can prevent buyer’s remorse after your offer because you’ve done your homework 
and made the right choice. 
 
11. Make an Offer           
When you and your Agent are preparing your offer, remember the following things: 

• Always make an offer within your ability to pay 
• To strengthen your offer, include a letter of pre-approval from your lender 
• Attach any standard contingencies or conditions 
• Make sure you have your deposit check ready for escrow when you write the offer 

 
The seller may accept, reject or counter your offer.  You can then accept the counter 
offer or you can “counter the counter.”  Once both parties accept the terms of the 
contract, it then goes to an escrow company to complete the transaction.  The Stott Team 
provides a coordinator to assist you during this process. 
 
12. Negotiate, Negotiate, Negotiate        
Your Agent wants the best for you and is willing to negotiate any of the terms of the 
contract for you.  Negotiations should be friendly and progressive. 
 
Some things to keep in Mind are: 

• Start with very close to your best offer 
This means that you should place an offer with a realistic price based on market 
conditions, comparable listings and the condition of the property. 
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• Save some room to maneuver 
Don’t put your highest offer on the table just yet, save that for the counter 
offer, if needed. 

• Keep negotiations open 
Don’t give up.  Try to keep going back and forth with offers and counters if you’re 
at all close. 

• Don’t lose the deal over a small price difference 
$2,000 dollars might seem like a large amount but over the life of an average 
mortgage (30 years), $2,000 normally isn’t worth losing the home. 

• Listen to the advice of your professional Realtor. 
 
13. The Inspection Process          
During the closing process, you will encounter many types of inspections, including the 
home inspection and termite inspection. 
 
The termite inspection can be done by an entomologist or by a licensed termite company.  
The result of this inspection could be a clear report or could recommend spot 
treatment, tenting, or ground treatment.  The Stott Team recommends that an 
entomologist do the termite inspection. 
 
The other inspection is the home inspection.  The house inspector will check for many 
things.  Discuss with your inspector what they check for and the fees. 
 
Things to look for in a home inspector: 

• Experience – how long have they been in business on Oahu? 
• Professional qualifications, specialized training or licensing 
• Membership in professional home inspectors’ group, such as the American Home 

Society of Home Inspectors or National Association of Home Inspectors. 
• Full-time employment as an inspector 
• Errors and Omission Insurance or Guarantees? 
• Quick turn around on a written report. do they take digital pictures? 
• References 
• Willingness to have you attend the inspection 

 
common problems: 

• The house has faulty wiring. 
An insufficient or out-of-date electrical system is a common problem, especially 
in homes that are older.  This is a potentially hazardous defect.  You may have to 
replace the entire electrical system, or at least part of it, to bring the home up 
to code or to make it safe. 

• The Roof Leaks. 
If the roof has water damage, it may be caused by old or damaged shingles or 
improper flashing.   It is a relatively easy repair to make.  But if the roof is old, 
you may have to replace the entire roof, and that is a much larger expense.  

• The whole house has been poorly maintained. 
You can easily tell that a house has not been maintained properly.  Often, the 
appliances are in poor shape, the paint is cracking or peeling, the flooring is 
dirty, warped, coming off, etc. 
This can be relatively minor, but you should get several estimates. 

• The house has minor structural damage. 
If the house has minor structural damage, it is not likely that it will fall down.  
But if you are buying a home that does have minor structural damage, you should 
deal with the problem before it becomes more serious.  Such damage is often 
caused by water seepage into the foundation, floor joists, rafters or window and 
door headers, or by settling. First you need to fix the cause of the problem, then 
repair or replace any damaged pieces.  The more extensive the damage, the more 
expensive it will be to repair. 

• The house has plumbing problems. 
The most common plumbing defects include old or incompatible piping materials 
and faulty fixtures or waste lines.  These may require simple repairs, such as 
replacing a fixture, or more expensive measures, such as replacing the plumbing 
itself. 
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• The house has an environmental hazard. 
Environmental problems are a new and growing area of home defects.  They 
include lead-based paint (common in homes built before 1978), asbestos, 
formaldehyde, contaminated drinking water, radon and underground tanks.  You 
usually need to arrange a special inspection to determine environmental 
problems, and they’re usually expensive to fix. 

 
Note: Any item the inspector finds below average, you should obtain estimates for.  
Allow time for this when scheduling your inspection! 
 
Inspection Types: 

Type of 
Inspection 

What it covers Cost / Who pays Remedies 

Standard Pre-
purchase 

Overall home 
construction and 
condition, including 
major mechanical 
systems 

$350 - $700 / Buyer Conduct further 
specialized 
inspections; repair 

Wood Damage All wood portions 
of home (interior & 
exterior) 

$400 - $600 / 
Negotiable 

Repair or replace 
damaged wood; treat 
for wood-destroying 
insects or organisms 

Lead Presence of lead in 
paint, plumbing or 
other areas 

$400 for basic / 
negotiable 

Repair or replace 
affected areas 

Radon (not often 
done in Hawaii) 

Presence of 
naturally occurring 
radioactive gas 

$150 for basic / 
negotiable 

Seal foundation 
cracks, install a 
pump; ventilate 
basement or crawl 
space. 

Environmental 
hazards 

Presence of any 
substance in 
building material, 
soil, water or air 
that poses a health 
risk 

Price varies / 
negotiable 

Remove hazardous 
material, such as 
asbestos, or source 
of danger, such as a 
buried oil tank. 

Soil Condition of soil 
under and around 
foundation and 
retaining walls 

$300 - $2000 / 
negotiable 

Repair or treat 
problem 

 
Know your inspector: 

• Get a referral 
The best way to find a qualified home inspector is through referrals.  Check with 
these major home inspection associations that credential their members: the 
American Society of Home Inspectors (ASHI) [ashi.com or 1-800-743-ASHI] and the 
National Association of Home Inspectors (NAHI) [nahi.org or 1-800-448-3942]. 

 
If you don’t already have an inspector, we suggest the following, as they have provided 
outstanding service to our previous clients: 

• Peter Blodgett (House Master) 
Office: 808.247.8877 
Website: www.housemaster.com 

• Barry Wong (Building Specs) 
Office:  808-306-9664 

• Joey Myers (HomeCheck) 
Office: 808.566.5011 
Website: www.inspecthawaii.com 

• Bryan Naff (Architech Home Inspection Systems) 
Office: 808.372.2535 
Website: www.architechHI.com 
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Defects and disclosures: 
You need to understand defects and disclosures before you evaluate the physical 
condition of the home you want to buy and decide how much you want to pay for it.   
 

• Defects 
Pre-purchase home inspections target two kinds of defects:  the kind you see 
(patent defect) and the kind you can’t see (a latent defect). 
Patent defects are easy to spot: for example, water stains, ceiling cracks, sticky 
windows or sagging floors are patent defects.  Latent defects are more elusive 
because they may be hidden: for example, faulty plumbing, asbestos ceilings or 
dry rot. 
Some defects are trivial; others are more serious.  An inspection can help you 
decide whether you need to act on the defects you find.  Be sure to work out how 
all defects will be repaired or paid during the c-51 negotiation time period. 

• Disclosures 
Disclosure is when a seller reveals a material fact about the physical condition 
of a property buyer. 
A material fact is any information that can affect the price of the home or a 
buyer’s decision to purchase it at all, such as prior settling or a highway project 
that will cut through the neighborhood. 
Disclosure laws vary by state and range from voluntary seller disclosure to 
mandatory seller disclosure questionnaires.  Hawaii requires seller disclosures, 
and sellers can be held responsible for not disclosing a vital piece of 
information about a property.  If the seller knew about the defects and omitted 
them in the disclosure, and the buyer can prove that the seller knew, the seller 
may be liable for damages. 

 
14. The Loan Process           
The first step in the loan process is to get pre-approved.  Once pre-approved with a 
lender or broker, you can continue to work with the, or choose to work with someone 
else.  This is a long and difficult process that will test your patience and is often 
frustrating.  Expect that going in! 

• Choose a Lender or mortgage broker. 
A lender actually makes the loan.  A broker acts as a go-between for a buyer and 
a lender.  Don’t hesitate to ask friends or associates for recommendations.  Ask 
the lender or broker for references if you need more input. 

• Submit your records. 
A lender will ask for your financial records, including pay stubs for the last 1-3 
months and 3 months of bank statements.  You may also have to answer tough 
questions about your financial history.  Be prepared: gather all of your financial 
documents ahead of time (see the items needed below). 

• Check interest rates. 
Interest rates tend to fluctuate.  Follow interest rate news and if rates are low, 
you may ask your lender to lock or commit to that rate, that day.  Just make sure 
the lock-in period includes the day you close on the house (and any extension time 
period) and doesn’t incur any extra charges. 

• Choose a loan. 
You may think you want a 30-year, fixed–rate mortgage, but an adjustable-rate 
mortgage may be more appropriate for your circumstances.  Some special loan 
programs are geared to first-time buyers or veterans. Discuss this with your 
lender to get the best loan for you.  

 
Your credit report: 

• Never assume that your credit reports are correct.  Pull your credit report 
before starting to look for your home.  This will give you some time to correct any 
errors that may pop up.  (As many as 80% of all credit reports have incorrect 
information on them). 

• A credit report is basically divided into 4 sections:  identifying information, credit 
history, public records and inquiries. 

o Identifying Information – Information that can identify you. 
o Credit history – this section will include the names of your creditors, your 

account numbers, when you opened the account, the type of credit, whose 
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name the account is in, total amount of the loan, credit limit or balance on 
the card, how much is still owed, fixed monthly payments or minimum 
monthly amount, status of the account, and how well you’ve paid the 
account 

Note: “Charged off” means the creditor has written off a bad debt.  It’s 
not a good thing. 

o Public Record – This section is the one that you want to be absolutely 
blank.  It lists bankruptcies, judgments and tax liens 

o Inquiries – “hard” are inquiries that are initiated by you when you fill out 
a credit application.  “soft” are inquiries from companies that send out 
promotional information.  If you have one or more hard inquiries in a 14 day 
period, it only counts as one inquiry.  Your credit score will be affected by 
many hard inquiries. 
 

Items needed when applying for a loan: 
• Social Security Number 
• Date of Birth 
• Paycheck  - 2 to 3 months worth of pay stubs w/ year-to-date earnings and evidence 

of your current monthly salary (before taxes and other withholdings). 
• W2 tax forms – original copies sent to you by the IRS for the past two years 
• Employer information – names, addresses, and phone numbers of all your 

employers for the past 2 years 
• Account information – account numbers and current balances of checking, savings 

and any other accounts 
• Current assets – IRAs, CDs, stocks, bonds, etc. 
• Personal property – value of property that can include life insurance, 

retirement accounts, cars, etc. 
• Liabilities – current credit cards, loans, or any other debt information (provide 

name and address of each creditor and the monthly payment and total amount due) 
• Current and Previous Addresses 

 
What Lenders Look For 

• The most common thing lenders look at is your credit score.  They also look for 
employment history, debt history, liabilities, your job, and monthly income. 

• They also look at bankruptcy history, collection history, and a lack of credit. 
• Anticipate problems – a gap in employment history or late bill payments – and 

include a brief letter of explanation. 
• The lender’s ideal candidate: 

o Credit over two years with a steady history of on-time payments. 
o Employment history – two years, no gaps, in the same line of work. 
o Housing payments (rent / mortgage) – no late payments in the last 12 

months (a minimum of 1 in the past 24 months). 
o Liabilities shouldn’t amount to more than 42% of your income. 
o Assets and reserves – at least an amount equal to 2 months’ mortgage 

payments, including principal. Interest, taxes, and insurance.  Three 
months or more is better.  

• If you Don’t have perfect credit . . .  
o There are plenty of loans out there for non-traditional buyers.  Tell your 

story by documenting transactions with people who have extended you 
services.  Include names, addresses, account numbers and phone numbers.  
A good application presentation makes a huge difference. 

o If your credit is poor, then your best bet would be to wait it out.  Positive 
information stays on your credit report indefinitely.  Negative information 
stays on your report for up to seven years, but they do carry less weight 
as they are replaced with positive information. 

• How is credit risk measured? (approximately) 
o Payment history – 35% 
o Amounts owed – 30% 
o Length of Credit History – 15% 
o New credit (taking on too much debt) – 10% 
o Types of credit – 10% 
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• How to Establish good credit 
o Open an account (if you have no credit) 
o Don’t go crazy with your credit – don’t have too much 
o Pay down before saving up 
o Minimize credit checks 
o Don’t max out your accounts 
o Hold off on big purchases 

• How to clean up your credit 
o If you’ve made late payments in the past, begin making payments on time for 

one year 
o Use cash and stop charging or pay off in full monthly 
o Pay off your debts first before saving for a down payment, when you’ve paid 

off some, cancel your accounts until you have only 1 or 2 left 
o Don’t open any new credit accounts 
o If you’ve had a good credit history that was damaged by extenuating 

circumstances, write a letter to go with your loan application 
o Make sure all accounts say “Closed by consumer” 

During that time: 
• A third party (escrow office) takes over the paperwork. 
• Your lender approves your loan (if not, the contract could be canceled). 
• You and the seller satisfy the contingencies in the contract, such as inspections 

and clear title (if not, the contract could be canceled). 
• You arrange for title and homeowner’s insurance (a condition of the mortgage). 
• You decide how to hold title. 
• You review closing costs with the lender (usually 2-7% of the home purchase). 
• You and the seller schedule the closing day. 
• You arrange for final walk-through inspection. 
• You organize and schedule your move. 

 
15. Close the Deal           
On signing day, the seller officially signs the house over to you.  In Hawaii, after 
signing, the loan is funded and a day or two later, recordation occurs.  That day is your 
true “closing.” It can take from 15 to 90 days to close escrow, depending on the 
complexity of your transaction, and the conditions attached to the purchase contract. 
 
16. Turn the Key           
Now the real work and the real joy of home ownership begins.  If you organized your 
move to coincide with closing day, be sure you allow enough time between closing and 
the movers’ arrival.  If you have a few days between closing and moving in, this is the time 
to paint, re-carpet, and make any minor repairs not covered in your transaction.  Then 
start getting settled in your new home and planning for the future. 
The most important thing you can do is to start rebuilding your finances after a home 
purchase: 

• Create a new monthly budget. 
• Consider paying your mortgage through electronic transfer. 
• Try not to accumulate new credit debt. 
• Set aside new emergency funds. (This is more important for a house than for a 

condo or townhouse). 
• Start a record file for home improvements and make it part of a permanent home 

file. 
• Make plans for home improvement and maintenance and save for that. 
• Enjoy building equity and tax savings. 

 
The Stott Team has the experience to make this entire process effortless.  Let us help 
you make your dream of owning a piece of paradise a reality. 
 

 


