Residential Real Estate Sale Contract
This Residential Real Estate Sale Contract (the "Contract") is made by and between [Seller]
 ("Seller") and [Buyer]
 ("Buyer").  

The Effective Date shall be the date of signature by the later party to sign this Contract.

Property to be Sold
.

A.  Buyer agrees to purchase and Seller agrees to sell the real property and the improvements thereon (the "Property") commonly known as:  [Common Description]
.  

B.  The legal description of the Property is:  [Legal Description]
.  

C.  The sale of the Property shall include the following fixtures and personal property associated with the Property, all of which (if any) are owned by Seller free and clear of all liens and encumbrances:  gas heaters; propane tanks, including propane (if owned);  central heating, ventilation and air conditioning equipment and fixtures; attached TV antennas and cables; lighting and light fixtures; plumbing equipment and fixtures; attached mirrors; linoleum; wall-to-wall carpet; window and porch shades; blinds; storm windows and doors; screens; curtain and drapery rods; awnings; automated garage door openers and remote control units; keys; attached humidifiers; attached outside cooking units; attached fireplace screens and/or glass doors; attic and ceiling fans; built-in kitchen appliances; and:  [Included Items]
.

D.  The following items are specifically excluded from the sale and shall not be transferred as a part of the Property to Buyer:  [Excluded Items]
.

Purchase Price
.

A.  The Purchase Price for the Property is [Purchase Price]
.  

B.  Buyer shall pay an earnest money deposit ("Earnest Money") of [Earnest Money]
 to [Earnest Money Holder]
 upon signing this Contract.  

C.  The amount to be financed by Buyer (not including financed mortgage insurance premiums, or closing costs, if any) is [Finance Amount]
, of which Seller agrees to provide financing in the amount of [Seller Finance Amount]
.  Seller financing, if any, shall be provided as follows: [Seller Finance Terms]
.  [Mortgage Assumption]

D.  The balance of the Purchase Price to be paid in good funds (certified or cashier's check) by Buyer on or before the Closing Date (defined below) is:  [Balance]
.  

Earnest Money and Other Deposits
.
A.  Any Earnest Money paid by Buyer pursuant to the Contract shall be deposited within five (5) business days of the Effective Date.  Any additional deposits shall likewise be deposited within five (5) business days of receipt.  If Earnest Money is held by someone other than Seller, that holder shall be instructed to deposit the funds in an insured escrow account.  [Buyer or Seller]
 may retain any interest earned on escrowed funds.    

B.  Notwithstanding any other terms of this Contract providing for the forfeiture or refund of  Earnest Money, it is agreed that any third party holding any Earnest Money will be directed not to disburse the Earnest Money without the written consent of Buyer and Seller, unless permitted to do so by applicable law.  If Buyer and Seller are unable to agree in writing upon the disbursement of the Earnest Money or any other funds, the third party holder may commence an interpleader or similar action and is authorized to pay the funds to the Clerk of the Court where the Property is located for disposition according to the order of the Court.

C.  Buyer and Seller agree that, if there is neither a dispute regarding disbursement of the Earnest Money nor a written consent to distribution and either party fails to: (i) respond in writing within [Number]
 days of receipt of a written notice of pending disbursement sent by certified or registered mail from the third party Earnest Money holder, if any, or (ii) make written demand for return or forfeiture of the Earnest Money within [Number]
 days of receipt of written notice of cancellation of this Contract (as the case may be),  then such failure shall constitute consent to disbursement of the Earnest Money as provided in such notice.  

Sale Contingencies
.

A.  This Contract is contingent upon Buyer securing financing as follows:  [Finance Contingency]
.  

B.  This Contract is contingent upon the sale and closing of Buyer's property located at [Buyer's Property]
 on or before [Sale Contingency Date]
.  Seller may continue to offer the Property for sale.  If Seller accepts another bona fide offer before the sale and closing of Buyer's property, Buyer shall have [Time Period]
 from receipt of Seller's written notice about the other offer to exercise the option of continuing this Contract, provided that any contingency regarding sale of Buyer's property and/or financing shall be deemed waived by Buyer.  To exercise this option, Buyer must pay to Seller a non-refundable fee of [Amount]
 and agree in writing to remove both (as applicable) the contingency respecting the sale of Buyer's property and any financing contingency of this Contract.  If Buyer does not, within the required time, both confirm the removal of these contingencies in writing and pay Seller the non-refundable fee, this Contract shall be canceled and the Earnest Money shall be returned to the Buyer.  At the closing, the full amount of the non-refundable fee shall be applied toward Buyer's payment of the Purchase Price.  Buyer agrees not to exercise the option to continue this Contract unless:  

i.
Buyer's property is covered by a bona fide contract for sale and Buyer's financing for the purchase of the Property is approved by Buyer's lender subject only to the sale of Buyer's property; or 

ii.
Buyer is financially able to complete the purchase of the Property without selling Buyer's property.  

Physical Condition of Property
.
A.  Buyer acknowledges that Buyer has made at least a casual inspection of the Property.  Subject to additional professional inspections, if any, as provided in this Contract, Buyer accepts the Property for purchase in its current condition, except as follows:  [Exceptions]
.  Seller shall maintain the Property in its present condition through the date of possession.  In the event of any material change in the condition of the Property before closing, Seller shall promptly notify Buyer. 

[Lead Paint Disclosure]

[Buying "As Is"]

Mechanical, Pest and Other Inspections
.

A.  Buyer, and/or Buyer's representatives shall have the right to conduct inspections of the Property including, but not limited to, appliances, plumbing, electrical and mechanical systems, central heating, ventilation and air conditioning, foundation, basement, crawlspace, roof, attic, structural components, environmental hazards, and pest infestation or damage and all other physical matters which may affect the value of the Property.  Seller shall make the Property reasonably available to Buyer and Buyer's representatives to inspect any repairs made as a result of previous inspections.  Buyer shall pay for the cost of any inspection and any damage to the Property resulting from any inspection.    

B.  A copy of a pest inspector's written report shall be provided to Seller.  If an inspection reveals that there is active pest infestation, Seller agrees to pay to have the Property treated for control of the infestation by a reputable, licensed pest control firm selected by Seller.  Seller will provide Buyer with a certificate evidencing such treatment and Buyer agrees to accept that certificate.  If Buyer is obtaining financing, inspection, treatment and repairs will be done within thirty (30) days before closing.

C.  If any of Buyer's professional inspectors discovers any other unsatisfactory condition, then Buyer shall give written notice to Seller, together with a copy of the written report(s) by the inspector(s) within [Number of Days Notice]
 days of the Effective Date of this Contract.  If notice of an unsatisfactory condition is not timely given , the physical condition of the Property shall be deemed to be acceptable to Buyer.  If written notice of any unsatisfactory condition (other than pest infestation) signed by Buyer and supported by the written opinion of qualified inspector(s) is given to Seller as set forth in this section, Buyer and Seller agree to pay for repairs necessary to remedy the unsatisfactory condition(s) as follows:  


i.  Seller agrees to pay the first [Seller Repair Amount]
.


ii. Buyer agrees to pay the next [Buyer Repair Amount]
.

If the cost of repairs exceeds the total of the amounts agreed to by Buyer and Seller set forth above, then either or both parties may elect to pay any or all of the excess amount.  Buyer and Seller shall have [Number]
 days after Seller's receipt of the notice to enter into a written agreement providing for the payment of the excess amount.  If Buyer and Seller do not reach agreement on payment of the excess amount within this period of time, this Contract shall terminate and the Earnest Money shall be refunded to Buyer.  

[Radon Testing]

Utilities
.
Seller [Will or Will Not]
 leave all utilities on until the date of possession.  If the utilities are left on, [Buyer or Seller]
 will pay the utility bills until the date of possession.

Property Maintenance and Casualty Loss
.
A.  Seller agrees to perform ordinary and necessary maintenance and upkeep of the Property and to keep the improvements on the Property fully insured until delivery of Seller's deed to Buyer.  If improvements on the Property are damaged or destroyed by fire or other causes before closing (including those causes that could be covered by what is commonly referred to as fire and extended coverage insurance), the parties agree that the risk of that damage or destruction shall be allocated as follows:  If the damage is minor, Seller shall repair the Property at Seller's cost.  If the damage is substantial, Buyer may elect to either enforce this Contract or cancel it by written notice to Seller within ten (10) days after receiving notice from Buyer of the damage or destruction of the Property.  If Buyer elects to enforce this Contract, the Purchase Price shall not be reduced and the Property shall be conveyed its then existing condition.  At closing, Seller also shall credit to Buyer an amount equal to Seller's insurance deductible amount and shall assign to Buyer the right to Seller's insurance proceeds.  If Buyer elects to cancel this Contract pursuant to this paragraph, any Earnest Money shall be returned to the Buyer.  

B.  [Seller or Buyer]
 agrees to pay for a homebuyer's warranty plan from a reputable warranty plan provider, subject to a per claim deductible not to exceed [Deductible Amount]
.  This warranty plan will be a limited service contract covering repair or replacement of the working components of the Property for one (1) year from the Closing Date.  The warranty plan cost shall not exceed [Maximum Warranty Cost]
.  The charge for the warranty plan will be paid at closing.

Title
.  

[Title Protection]

[Lien Affidavit]

Professional Survey
.

Buyer may obtain a survey of the Property before the Closing Date to assure that there are no defects, encroachments, overlaps, boundary line or acreage disputes, or other such matters, that would be disclosed by a survey ("Survey Problems").  The cost of the survey shall be paid by [Survey Payer]
.  Not later than ten (10) days prior to the Closing Date, Buyer shall notify Seller of any Survey Problems which shall be deemed to be a defect in the title to the Property.  Seller shall remedy defects that can be remedied prior to the Closing Date.  If Seller does not remedy any defect discovered by the survey, Buyer shall have the option of:

i.
completing this purchase and accepting the title Seller is able to convey without reduction in the Purchase Price, or 

ii.
canceling this Contract, in which case the Earnest Money shall be returned to the Buyer. 

Delivery of Deed
.  
On or before the Closing Date, Seller shall execute and deliver a warranty deed and take all other steps reasonably necessary to complete the closing.  The warranty deed shall convey to Buyer a marketable fee simple title to the Property free and clear of all liens and encumbrances, except as provided in this Contract.  On or before the Closing Date, Seller and Buyer agree to deliver to the closing agent a cashier's check, certified check or other good funds sufficient to satisfy their respective obligations in this Contract.  

Tax and Other Prorations
.  

A.  The parties agree that all of the following items which accrue or become due during the calendar year in which Seller's warranty deed is delivered shall be prorated between the parties as of the Closing Date and, for all years thereafter, all of the following, to the extent permitted by applicable law, shall be assumed and paid by the Buyer: 

i.
interest on existing loans to be assumed by Buyer (if any), 


ii.
all general, state, county, school and municipal real estate taxes, homes association dues and fees, and 

iii.
any other contractual obligations of Seller to be assumed by Buyer. 

B.  [Special Assessments]

C.  If the amount of any item to be prorated for the current year cannot be ascertained from public records, the amount of the item for the preceding year will be used for the current year's amount.  However, if the Property was materially improved following the determination of the assessed value upon which the prior year's taxes were based, taxes will be estimated based on the preceding year's levy at the more current assessed value, if ascertainable, and the estimated amount prorated.  [Change in Taxes]

Closing
.
The closing of this Contract for the sale and purchase of the Property shall be not later than [Closing Date]
, or such other date as may be agreed by the parties ( the "Closing Date").  The closing shall be conducted at [Closing Location]
 at a mutually convenient time during business hours.

Defaults and Remedies
.  

Seller or Buyer shall be in default under this Contract if either fails to comply with any material covenant, agreement, or obligation within the time limits required by this Contract.  Following a default by either Seller or Buyer, the parties may pursue any remedies or damages available to them at law or in equity.  Time is of the essence of this Contract.  

Parties
.

If Seller or Buyer constitutes two or more persons, the terms “Seller” or “Buyer” shall be construed to read “Sellers” or “Buyers” whenever the sense of the Contract requires.  Unless identified as Seller or Buyer, no real estate professional, escrow or closing agent is a party to this Contract.

Entire Agreement
.

This Contract (including all attachments, if any) constitutes the complete agreement of the parties concerning the Property, supersedes all previous agreements, and may be modified only by a further written agreement signed by the parties.

Notices
.

Any notice required or permitted under this Contract shall be deemed sufficiently given if hand delivered, or if sent by United States certified mail, return receipt requested, or registered mail,  as follows: If to Seller: [Seller]
, [Seller's Address]
, and if to Buyer: [Buyer]
, [Buyer's Address]
.  Seller and Buyer shall each have the right from time to time to change the place notice is to be given under this section by written notice thereof to the other party.

Expiration of Offer
.

If this Contract is first prepared and signed by one party and delivered to the other, it shall (before signed by the receiving party) constitute an offer that expires on [Expiration Date]
 at [Time]
 unless earlier accepted by signing and returning it to the offering party.  The offer may be withdrawn by the offering party before acceptance by written notice to the other party before acceptance.

Headings
.

Headings used in this Agreement are provided for convenience only and shall not be used to construe meaning or intent.

Governing Law
.

This Agreement shall be construed and enforced in accordance with the laws of the state where the Property is located.

IN WITNESS WHEREOF, the parties hereto have signed this Residential Real Estate Sale

Contract effective on the last date of signature set forth below.

[Seller Signature Block]

[Buyer Signature Block]

[Seller Signature Block]

[Buyer Signature Block]

[Seller Signature Block]

[Buyer Signature Block]

[Seller Signature Block]

[Buyer Signature Block]

Date:_________________
Date:__________________

�PAGE \# "'Page: '#'�'"  ��WHO 


The Seller is the person or entity that owns the house and is selling it.  LegalPoint assumes the Seller is an individual. 








IMPORTANT TIP


Put in your formal legal name, avoiding nicknames.








MORE THAN ONE OWNER


If there is more than one owner of the house, for example, a husband and wife, type in the name and other information for one owner here.  Type in the name or names of any other owners following the name of the first one shown.  When finished, it should look like this:  "John Smith and Betty Smith".





LegalPoint automatically prepared a signature line for the owner.  You will need to create one or more additional signature spaces for any other owners right below the one created by LegalPoint.
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LegalPoint assumes the Buyer is an individual.  If the Buyer is another kind of entity, such as a corporation, see the instructions below.








IMPORTANT TIP


Put in your formal legal name, avoiding nicknames.








MORE THAN ONE BUYER


If there is more than one buyer of the house, for example a husband and wife, type in the name and other information for one buyer here.  Type in the name or names of any other buyers following the name of the first one shown.  When finished, it should look like this:  "John Smith and Betty Smith".





LegalPoint automatically prepared a signature line for the buyer.  You will need to create one or more additional signature spaces for any other buyer right below the one created by  LegalPoint.
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This section also permits the Buyer and Seller to define additional items that may be included in the sale of the property, such as carpets, ceiling fans and similar items.





There is also a place for the parties to name specific items that are not to be included as a part of the sale.
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Enter here the "common" description of the house to be sold.








HOW


All real estate, including both large office buildings and small houses alike, may be identified in at least two ways:  A common description and a legal description.


A common description is simply the street address or other address customarily used to identify the house.  When in doubt, use the address used for receiving mail (unless it is a PO box number).  The legal description of the property will be entered at the next decision point.








SAMPLE TEXT


"5320 West 11th Street, Kansas City, Kansas"
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Enter the legal description of the house to be sold.








HOW


The legal description is the one used on the deed to identify the exact piece of land.  This definition may be written in a number of ways:  by reference to a lot in a plat, by metes and bounds, or by other method used in the area where the house is located.  





The description must be exact here and on the deed to insure there is no question about the property that is being transferred.  The legal description can usually be obtained from the deed received by the seller when the seller purchased it, from the county records, or from a local title insurance company or abstractor.








ADDITIONAL INFORMATION


Sometimes, the legal description is too lengthy to fit here.  Or, you may be concerned about making an error when you retype it.  In those cases, make a photocopy of the legal description and mark it as "Exhibit A".  Enter here a reference to the exhibit, and then attach to the contract. 








SAMPLE TEXT


"Lot 2, Block 1, Whispering Hills Subdivision, according to the plat filed with the Dade County, Florida recorder of deeds on January 12, 1978, Book 48, Page 758."





"The land and improvements legally described on Exhibit A attached hereto."
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Enter here any special items in the house that are to be transferred as a part of the sale.  If the list of items included with the form is sufficient, enter "no other items".








WHY


In every house, there are countless items that, depending upon your point of view, could be considered either integral to and a part of the house, or separate, personal items.  To avoid problems, it is best clearly to identify all of the items that will be sold as a part of the house and those that will not.  





The LegalPoint form includes a list of these items typically transferred in home sales.  Review it carefully and delete any items that are not to be sold.  For example, the Seller may intend to take the patio gas barbecue unit to his or her new home.  If so, delete the phrase "attached outside cooking units" from the list.  








ADDITIONAL INFORMATION


Chandeliers and other light fixtures, along with drapes and rugs, are often the subject of debate.  Make sure you consider all of these items carefully and cover them in the contract.  Items that should be specifically excluded are addressed in the next decision point.
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Identify any fixtures or personal property associated with the house that will not be transferred as a part of the sale.








WHY


Sellers, in particular, will want to make sure that items that are not to be transferred are properly identified.  Disputes often arise because the buyer has assumed that certain items, such as chandeliers, window air conditioners and major appliances, are included in the sale.  Items that are considered part of the sale also vary by region.  Problems arise when the buyer takes possession and those items have been moved. 





Make sure all of the items that a buyer might think stay with the house, but are to be moved by the seller, are identified here.  This is especially important if the item may be covered in the long list of "included" items in the preceding section.  








TIP


If there are no items to describe here, enter "none".  Make sure that any excluded items described here are not also described in the preceding subsection C. of the Contract as "included items".  If any excluded items are in the list in subsection C., delete those items from C.
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Enter here the total amount of the purchase price for the Property.








HOW


The amount entered here should be the total amount to be paid for the house, including the earnest money deposit, other "down payments", as well as amounts to be financed through seller financing or otherwise.  The remainder of the section should address how that total amount will be paid.








TIP


Enter the amount in both written and numeric form.  Make sure that the written and number versions agree.
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Enter the amount of the Earnest Money deposit to be paid by the Buyer.








WHY


It is customary for a real estate buyer to make an earnest money payment at the time the contract is signed.  The earnest money serves to confirm the buyer’s intent to complete the purchase, and provides some security for the seller in the event the buyer backs out of the deal.








HOW MUCH


The amount of the earnest money deposit varies from deal to deal.  In most areas, there is at least a range of amounts in which most earnest money payments fall.  The amount will also depend upon the seller’s preferences, the buyer’s ability to pay, the purchase price, and the demand for the house.  In most cases, a payment of $500 to $1,000 should work.





Select one of the following amounts for the earnest money deposit:  $500, $750, $1,000.  If none of the amounts is appropriate, type in the appropriate amount.
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Identify the person or institution that will hold Buyer’s earnest money deposit.








WHY


The earnest money deposit is usually held by a third party.  Often, it is a real estate agent involved in the transaction, usually the seller’s agent.  It may be an escrow or trust company.  





The deposit may also be paid directly to the seller.  Paying directly to the seller carries some risks for the buyer.  If the parties run in to problems or if there is an issue involving the house, the seller may choose to hold on to the money rather than pay it back on the buyer’s demand.  Also, the seller may "co-mingle" the deposit with his or her personal funds.  If the seller’s bank account is attached or garnished, the earnest money deposit could be lost to a creditor of the seller.





It is usually better to have a third party that has no stake in the deal, such as a bank or reputable escrow company, hold the money.  A disinterested party will more likely not be subject to any pressure to favor one party over the other.  If you know the title or escrow company that will handle the closing, it may be willing to serve as the escrow money holder.








SAMPLE TEXT


"the Acme Title Insurance Company of Seattle, Washington"





"the John Smith Real Estate Agency"





"Real Estate Escrow Services, Inc."





"Seller"
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Enter the amount of financing that Buyer will secure to complete the purchase.








WHY


For most home purchasers, the purchase price is paid with funds from two sources: savings and borrowings.  The amount that the Buyer will borrow should be set forth here.  This helps to insure that there is no misunderstanding about the Buyer’s task - to secure the appropriate amount of financing to complete the purchase.








HOW


The amount here should be the amount that will be borrowed by Buyer, including the amount of any Seller financing.  If the exact amount is not known, an estimate can be used.  Enter the amount in both written and numeric form.








SAMPLE TEXT


"Seventy Five Thousand Dollars ($75,000.00)"





"approximately Sixty Two Thousand Dollars ($62,000.00)"
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Enter the amount of Seller financing that will be provided to the Buyer.








WHY


Sellers often have significant equity in the house to be sold and will provide some or all of the financing to a buyer.  Inserting the amount of the Seller financing, if any, establishes a contractual obligation on the part of the Seller to provide the financing, as well as requiring the Buyer to purchase on that basis.








ADDITIONAL INFORMATION


If the Seller helps with financing, he or she will be the mortgagee, just as if the money to buy was borrowed from a bank.  The Seller should take care to consider the following factors before agreeing to provide financing:


 


  · The Buyer’s ability to pay - Seller should check credit references, employment history, recent tax returns and similar information, just like a bank, before signing the Contract and agreeing to provide financing.





  · Protect the loan - The Seller will want the buyer to sign a promissory note and mortgage at the closing.  It is also important that the signed mortgage then be properly recorded to make sure the mortgagee interest is protected.  Financing sellers should consult a local attorney and title insurance company to make sure their interest is protected.  The parties will also need to decide how these expenses will be paid.





  · Existing mortgage - Both buyers and sellers should be aware of the issue of existing liens.  If the seller has a mortgage and does not propose to pay it off, make sure the mortgage does not have a "due on sale" clause.  This provision of a mortgage requires the mortgagor (seller) to pay off the mortgage if the mortgaged house is sold.  If an existing mortgage is not to be paid off, the buyer will want to make sure that the seller continues to make the required payments so that there is no foreclosure.





  · Real Estate Taxes and Insurance - With traditional bank financing, the mortgagee collects some extra money each month to pay real estate taxes and property insurance.  With seller financing, the parties must decide how these expenses will be handled.  Sellers want to make sure these issues are addressed to protect their interest in the mortgaged property.





  · Income Taxes - Buyers are still entitled to deduct their annual interest expenses, even if the payments are made to the seller.  Sellers will have income taxes due on the interest received as well as on the gain on the sale.  See the Home Legal Topic Selling or Buying a Home - Tax Rules for more information.








TIP


Remember that the amount of Seller financing, if any, is a part of the total financing amount inserted in the previous decision point.  The amount inserted here must be no more than that amount.  If the Seller will not provide financing, type "none" or otherwise make clear that there will be no seller financing.








SAMPLE TEXT


"Thirty Five Thousand Dollars ($35,000.00)"





"approximately Sixteen Thousand Dollars ($16,000.00)"





"none"


�PAGE \# "'Page: '#'�'"  ��WHAT


Describe here the terms of any financing to be provided by the Seller.








WHY


It is important to make sure there is agreement on the material terms of any seller financing.  








HOW


Important terms, such as the interest rate, term, and prepayment penalties, should be spelled out here.  If the exact form of note and/or mortgage is known, it can be attached as an exhibit and referred to in this decision point.  If there will not be any seller financing, type in "none".


  





SAMPLE TEXT


"The terms of the financing will be an interest rate of nine percent (9%) per year amortized over thirty (30) years, paid monthly.  Buyer may not prepay the principal amount during the first three years of the note.  Buyer’s obligations will be secured by a first mortgage on the Property."





"Buyer’s personal promissory note to Seller, secured by a first mortgage on the Property, will call for interest at the rate of Nine and three quarters percent (9 3/4%) interest per year, interest only paid on January 1 and July 1 each year, with the principal amount paid on June 30, 2005."





"Buyer will execute and deliver a promissory note and first mortgage on the Property in the form attached hereto as Exhibit A."
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Insert the following optional provision if the Buyer will assume an existing mortgage on the Property.








WHY


On occasion, a buyer will assume an existing mortgage loan as a way of paying a part of the purchase price.   An assumption makes the Buyer legally obligated to pay the loan.  It usually, but not always, requires the prior consent of the mortgage lender.  The mortgage lender will provide the parties information as to the principal balance of  mortgage loan as of the closing date.  That amount is then considered "paid" at the closing, with the Buyer obligated to pay the Seller the balance of the purchase price with his or her own funds or by other borrowings.








ADDITIONAL INFORMATION


There is a big difference between buying property and assuming an existing mortgage, as compared to buying property "subject to" an existing mortgage.  When a buyer assumes a mortgage loan (or any other loan for that matter), he or she becomes the borrower on the loan and is legally obligated to pay according to the terms of the promissory note.  If property is purchased subject to a mortgage loan, the buyer is not legally obligated to pay the loan.  However, if the loan is not paid by the buyer or someone else, the lender may foreclose on the property and sell it according to the applicable state foreclosure law.  





If you assume a loan, in addition to the risk of foreclosure for nonpayment, the lender may also sue you personally for any deficiency if the note is not satisfied by the proceeds from a foreclosure sale.








WARNING FOR SELLERS


Sellers should be aware that a loan assumption by a buyer does not necessarily mean the seller is no longer obligated to pay the assumed loan.  Whether the seller is relieved of any further obligation will depend on the terms of the loan assumption documents that the lender requires the seller and the buyer to sign.  





Make sure that you read the loan assumption documents carefully and request specific language that releases you from any obligation to pay the note if the buyer does not pay.  If the lender does not agree, make sure that you are comfortable with the buyer’s ability to pay the assumed note.








TIP


It will be necessary to modify the following optional provision if a mortgage loan will be assumed and there is more than one mortgage on the Property.  You will need to identify which of the mortgages is assumed and which is not.  Identify them by referring to the note and mortgage by date, lender, original principal amount, and filing location in the local county records.








HOW


Type the following if Buyer agrees to assume existing mortgage loan:  "Buyer also assumes and agrees to pay, as a part of the Purchase Price, the balance owing upon a certain promissory note secured by a first mortgage or deed of  trust on the Property, now of record in the offices of the county where the Property is located (the "Mortgage Loan").  Buyer agrees to pay the Mortgage Loan according to its terms.  If the lender’s consent to the assumption of the Mortgage Loan is required, this Contract is contingent upon obtaining such consent without change in the terms of the Mortgage Loan and without any fee.  If any required consent cannot be obtained as set forth herein, then Buyer may, at Buyer’s option by notice to Seller, within ten (10) days following the lender’s response to request for assumption by Buyer, cancel this Contract, or Buyer may elect to complete the purchase with alternate financing.  In the event of cancellation by Buyer, any Earnest Money shall be returned to Buyer.”





Leave blank if there will be no loan assumption. 
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Enter the amount of the balance of the purchase price, after taking into account the Earnest Money and financing, that will be paid by the Buyer at closing.








HOW


Take the amount of the purchase price, and subtract out the aggregate amount of the Earnest Money deposit, financed amount, and mortgage balance assumption (if any).  The net amount is the amount that the Buyer must be prepared to pay at closing from his or her personal funds.





This amount may be an estimate.  Often the exact amount is not known or may change.








TIP


At the closing, the title company or whoever handles the closing will prepare a "settlement statement" outlining all of the economic amounts in the transaction and the net amounts to be paid by Seller and collected by Buyer.  Buyers and Sellers alike should ask to see a copy of this statement before the closing.  Both should review it for accuracy and notify the preparer if there are any questions or problems.  This should also identify the exact amount that Buyer needs to pay at closing.








SAMPLE TEXT


"approximately Six Thousand Dollars ($6,000.00)"





"Eight Thousand Three Hundred Dollars ($8,300.00)"


�PAGE \# "'Page: '#'�'"  ��This section defines how the earnest money will be handled.





Normally, the earnest deposit is considered an advanced payment of part of the purchase price and is credited to the buyer at closing.  However, if the contract falls apart before closing, the parties may argue about who is entitled to the earnest money deposit.  This section sets forth rules for determining who will get the earnest money deposit in that situation.  
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Identify here the person or company that will receive the interest on the Earnest Money deposit.








WHY


Although the amount may prove to be small, there should be some interest that accrues on the Earnest Money funds.  To avoid arguments and confusion, identify who will receive the interest.  If a third party holds the money, it is customary (but not necessary) that the third party keep the interest.  Buyer may want to make sure that he or she gets the interest, especially if it may help make a meaningful contribution to the payment of the purchase price.








HOW


Type either "Buyer" or "Seller" as the party entitled to interest earned on the Earnest Money.


�PAGE \# "'Page: '#'�'"  ��WHAT


Designate the number of days that either the Buyer or Seller has to respond to a notice from the third party Earnest Money holder that the funds will be disbursed.








WHY


Disbursement may be proposed by the third party for a number of reasons.  Most often, one of the parties requests disbursement because of some action or inaction of the other party.  The Buyer may fail to secure financing, there may be title problems or other issues might arise.  In any event, a party may request the third party to disburse the Earnest Money.





Any third party holding Earnest Money must have some assurance that disbursement can safely be made.  To provide a mechanism for those disbursements, this section provides for the holder to send a notice of proposed disbursement to both parties by registered or certified mail.  When received, each party has some number of days to challenge that proposed disbursement.  If no written challenge is made within the allotted time, the third party Earnest Money holder may then make the requested disbursement.








HOW MUCH TIME?


The amount of time for a response is usually a matter of local custom and, in some cases, local law.  Contracts rarely provide for less than six days nor more than twenty.  The time you choose should be long enough for either party to investigate and make a response, but not so long as to drag out the matter unduly.  Talk to a local real estate agent or attorney, or check the locally approved real estate sale contract, to see what time period is common in the area.








HOW


Select one of the following for number of days:  5, 7, or 10.  If none of these is what you want, then modify the insertion in the document.
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Enter the number of days that a party has to respond to a notice of cancellation and claim for the Earnest Money.








WHY


This Contract provides certain rights of cancellation to the parties.  For example, certain provisions later in the Contract give the buyer the right to inspect the property and then cancel if repairs exceed a certain amount.  To make a proper cancellation, notice should be given to the other party within the prescribed time.  Other events or alleged defaults may give rise to a notice of cancellation and claim for the Earnest Money.





However, the other party may not agree with the reasons for cancellation or the proposed demand for the earnest money.  In that case, the party must timely challenge the cancellation.  Here, you must set the time that a party has to make that challenge.








ADDITIONAL INFORMATION


This time period may be set by state law, or informally set by local custom.  Where there is a law, it may set a minimum time or otherwise fix the time.  Periods of anywhere from 10 to 60 days are used.  Talk to a local real estate agent or attorney, or check the locally approved real estate sale contract, to see what time period is common in the area. 








HOW


Select one of the following options: 10, 15, or 20.  If none of these options is exactly right, modify the insertion as appropriate.





�PAGE \# "'Page: '#'�'"  ��Most residential real-estate sale contracts are contingent upon the buyer obtaining financing.  This section contains a financing contingency, as well as language to allow for a contingency based upon the sale of buyer's existing home.





While these conditions are common, they are not absolutely necessary.  For example, a buyer with sufficient cash or pre-arranged financing may feel comfortable signing a contract without a financing contingency.  
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Enter here the terms of any financing contingency for Buyer’s benefit.








WHY


In the great majority of home purchases, the buyer must borrow some significant amount of the purchase price.  A "financing contingency" makes it clear that if the Buyer cannot borrow the needed money, the Contract is off.  Without such a contingency (i.e., condition), the Buyer is contractually obligated to buy the Property, even if he or she fails to get financing.  The Buyer could then be subject to a claim of breach of contract.








HOW


Type in the basic parameters within which the financing must be secured.  The narrower those parameters, the greater the chance the Buyer will not succeed and the Contract will fail.  Buyers will usually want narrow parameters, to avoid being required to complete the transaction with financing that may be undesirable.  If there is no financing contingency, type in "None" or similar words to show there is no contingency.








ADDITIONAL INFORMATION


Try to avoid a contingency provision that mentions "suitable" or "satisfactory" financing, or other similar imprecise standards.  What is satisfactory to the Seller may be viewed as unsatisfactory to the Buyer, and disputes are likely.  Note also that in most states, the buyer has an implied duty to act in good faith and seek out the required financing.  Buyers who get cold feet or change their minds cannot simply "neglect" to seek financing and then rely on the contingency to get out of the contract.  A buyer is obligated to try to get the financing.  The contingency protects the buyer only if the buyer makes a good faith effort but cannot get the financing.








SAMPLE TEXT


"Buyer shall have thirty (30) days from the Effective Date to arrange conventional mortgage financing for at least Seventy Five Thousand Dollars ($75,000.00) with an amortization of at least 20 years and a fixed annual interest rate of no more than Nine and One half percent (9 1/2 %)."





"Buyer shall have twenty (20) days from the Effective Date to arrange financing with an interest rate no higher than the highest mortgage lending rate currently available from the Fifth National Bank of Oklahoma City, Oklahoma."





"No financing contingency."
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Enter the street address of Buyer’s existing home for the "sales contingency".








WHY


In addition to a financing contingency (addressed in the preceding Decision Point), buyers that already own a home usually request a contingency for the sale of that existing home.  With a sales contingency, a  buyer can avoid the unwelcome prospect of owning two houses - the old one, and the one under the contract.  Not every seller will permit such a contingency, but these provisions are often necessary to induce the buyer to enter into the contract.








ADDITIONAL INFORMATION


This contingency is designed to take into account Seller's added risk that Buyer will not be able to sell his or her property.  It permits Seller to keep the Property on the market and take other offers.  It also sets up a mechanism for the Seller to enter into a contract to sell the Property to someone else, subject to the Buyer's right to waive the contingency and proceed with the purchase of the Property.








HOW


If there will be a sales contingency, type in the address of Buyer’s existing home that the Buyer will sell. If there will not be a sales contingency, delete this subsection B.








SAMPLE TEXT


"1234 Main St., Redmond, WA"


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the date by which Buyer must sell his or her existing home.








WHY


If the Buyer negotiates a condition to the Contract based on the sale of Buyer's existing home, then the parties must consider how long Buyer has to satisfy that condition by selling that home.  





Buyers will normally want a long time to sell and satisfy this condition.  Sellers normally want a shorter time so that they can know most quickly whether the sale of the Property to Buyer will be completed.  





The date ultimately used will be a function of the Buyer's confidence in the salability of the home, the closing date of this Contract (entered in a Decision Point later in the Contract), and the Seller's urgency to get this condition removed.  The time period must be long enough to give the Buyer some opportunity to get a contract on Buyer's home, but in no event can it be later than the Closing Date of this Contract. 








REMINDER


If there will be no contingency for the sale of Buyer's property, then delete this subsection B. form the Contract.  








SAMPLE TEXT


"June 17, 1996"


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the number of hours that Buyer shall have to respond to keep the sale alive after receiving Seller’s notice about another bona fide offer.








WHY


With financing and/or sale of Buyer’s home contingencies in the Contract, Seller is at risk that the sale to Buyer will not close.  It would be unfair, in most cases, to require Seller to take the Property off the market and treat the sale as completed when it may not go through.  In fairness to sellers, most contracts provide that the house will remain on the market.  If someone makes an offer to buy, the seller notifies the original buyer and the contract says, in effect, "I’ve got another buyer who is ready to close.  Do you want to forget about the contingencies and complete the sale, or let me sell to the other buyer?"  





To avoid uncertainty, buyers usually must act quickly.  The usual time granted to a buyer to respond to seller’s notice is at least 48 hours, but rarely longer than five business days.  Buyer and Seller must agree on the amount of time that is appropriate in this Contract.








REMINDER


If there will be no contingency for the sale of Buyer's property, click "Cancel" and then delete this subsection B. from the Contract.  








HOW


The amount of time granted to Buyer will largely depend upon the negotiating leverage of each party.  If the Property is attractive and the local market is "hot", Seller may be able to demand a short time, and thereby force Buyer to move quickly.  If the market is slow, Buyer may be able to negotiate a longer period.  Both parties may want to check with a local real estate agent to see what the standard time period is in the market.





Select one of the following:  48 hours, 72 hours, or 5 days.  If none of these options is exactly right, modify the insertion as appropriate.  If you modify an option, make sure you specify correctly whether you are referring to hours, days, or some other unit of time.
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Enter the additional amount Buyer must pay Seller to keep the Contract alive after receiving Seller’s notice of a new bona fide offer.








WHY


In addition to giving a seller a notice that he or she will waive contingencies, it is customary for a buyer to also pay a non-refundable fee to confirm the intent to complete the deal.  Without the payment of some fee, a buyer may be inclined to give a notice waving the contingencies without the ability to complete the sale.  The fee puts a buyer at some risk of loss if he or she cannot go forward.








HOW


The amount that must be paid is subject to negotiation.  It is often calculated as a percent of the purchase price.  In most cases, a fee of between 1% and 5% of the purchase price is appropriate.  You may want to check with a local real estate agent to determine what the going rate is in your market.  When you type in the amount, it is best to state an exact dollar amount, not a percent of the purchase price.  Enter the amount in both written and numeric form.








REMINDER


If there will be no contingency for the sale of Buyer's property, delete this subsection B. from the Contract.  








SAMPLE TEXT


"Two thousand dollars ($2,000.00)"


�PAGE \# "'Page: '#'�'"  ��This section provides that the buyer has made a casual inspection of the property and finds it acceptable, subject to any noted exceptions.





This section includes optional language for the seller and buyer to agree that the property will be sold "as is".


�PAGE \# "'Page: '#'�'"  ��WHAT


Describe any problems with the Property or physical defects that are discovered by Buyer during a casual inspection and which must be corrected before the closing.








WHY


While the Buyer is looking at and evaluating the Property for purchase, he or she may discover defects that must be corrected.  Those defects should be described here.  That leaves no doubt as to the Seller’s obligation to fix them before closing, regardless of whether they are later identified by a professional inspector hired by Buyer.








SELLER DISCLOSURES


The law use to give great latitude to sellers to choose not to disclose information about hidden defects.  The principle was "Buyer beware", that is the buyer should protect himself or herself by making a thorough inspection.  





Now, the law has shifted in many states to require sellers to make disclosures about material defects, even if the buyer did not ask.  Below is a list of the states that, as of April, 1995, have some mandatory disclosure law and a brief description of the law.  Many of these states also have mandatory disclosure forms that must be completed by the seller.  For more information, see the document discussion accompanying this document.








SAMPLE TEXT


"Holes in the walls of master bedroom and living room."





"Gutter missing from west side of the Property."





"Broken storm windows on living room windows."








STATES WITH MANDATORY DISCLOSURE LAWS


States with mandatory disclosure laws and a brief description of the law:





  Arkansas - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.


  


  California - Applies to residential houses, except for some of those that have never before been sold.  California Association of Realtors has prepared an approved form.





  Delaware - Applies to residential houses, including those that have never before been sold. Provides for state approved forms.


  


  Hawaii - Applies to residential houses, except some that have never before been sold.


  


  Idaho - Applies to residential houses, except those that have never before been sold. Provides for state approved forms.





  Illinois - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Indiana - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.


  


  Iowa - Applies to residential houses. Law dictates what information must be included in disclosure.


  


  Kentucky - Law applies only to sellers who work with a licensed real agent.  Does not apply to new construction, provided contractor certifies compliance with certain construction requirements. 





  Maine - Real estate agents must ask seller for certain information and disclose to prospective buyers.  No exemption for new property.


  


  Maryland - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Massachusetts - Applies to residential houses, except some that have never before been sold.  Provides for state approved forms.





  Michigan - Applies to residential houses, except those that have never before been sold.  Law dictates what information must be included in disclosure.	





  Nebraska - Applies to residential houses.  There is no exemption for new property.





  New Hampshire - Applies to residential houses. There is no exemption for new property.





  Ohio - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Oklahoma - Law applies only to sellers who work with a licensed real estate agent, except when buyer makes written request for a disclosure statement.  Does not apply to new construction. Provides for state approved forms.





  Oregon - Applies to residential houses, except those that have never before been sold. Provides for state approved forms.  Special provision permits a seller’s disclaimer and a buyer’s revocation offer in limited cases.


 


  Rhode Island - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  South Dakota - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Tennessee - Applies to residential houses, except those that have never before been sold.  Seller may alternatively provide a disclaimer form if buyer waives right to disclosure statement. Provides for state approved forms.





  Texas - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Virginia - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Washington - Applies to residential houses.  Provides for state approved forms.  No exemption for new property.





  Wisconsin - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.
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Select the option to refer to the lead paint disclosure statement if the House was built before 1978.








WHY


Many houses built before 1978 were painted with a lead based paint.  Ingesting lead can cause lead poisoning.  The risks of lead poisoning are particularly serious for babies and infants.  Often, small children will eat the lead chips from peeling walls, or inhale dust particles containing lead created when remodeling work is done.





To help reduce this health risk, Congress passed the Residential Lead-Based Paint Hazard Reduction Act of 1992.  This law is jointly administered by the Environmental Protection Agency (EPA) and the Department of Housing and Urban Development (HUD).  Pursuant to that law, EPA and HUD have proposed regulations requiring that anyone selling or leasing a residential property built before 1978 to make written disclosure about the risks of lead paint before the sales contract or lease is signed. 








IMPORTANT INFORMATION


Because the regulations were not finalized at the time this version of LegalPoint was completed, the lead paint disclosure form could not be included in LegalPoint.  Those regulations should be completed in the fall of 1995.  Contact your local EPA office or call the EPA in Washington, D. C. for more information and to get a copy of the final disclosure form.  Buyers must also be provided a copy of the pamphlet "Protecting Your Family from Lead in the Home".  This pamphlet may be printed from the Home Legal Topics.  There is additional information about these regulations in the Document Discussion for this document.








MORE INFORMATION


For more information about the risks from lead paint, call the National Safety Council’s lead information center at 800-424-LEAD (800-424-5323).








HOW


If the house was built before 1978, select "Lead Paint Disclosure attached."  You will then need to attach the EPA's lead paint disclosure statement. 





If the house was built in 1978 or later, select "No Lead Paint Disclosure because house built after 1978".
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Select one of the following optional provisions, depending upon whether the Property will be sold "as is".








WHY


With older or damaged property, a seller will often offer a favorable price to induce a buyer to purchase the property "as is".  This means that a buyer will take the property with all physical defects, known and unknown.  








HOW


To make the sale "as is" requires some editing of the LegalPoint form.  You will need to type the following new section:  “B.  Buyer has been provided an opportunity to inspect the Property and is satisfied with its physical condition.  Buyer agrees to purchase the Property "As Is", with all physical and mechanical defects, known or unknown.  Seller makes no representation or warranty as to any matter pertaining to the physical condition of the Property or any building, improvement, fixture, personal property, or mechanical system.  Seller agrees to maintain the Property in its current condition until closing, subject only to normal wear and tear.”





You will then need to delete subsection C. from the following section in the Contract, "Mechanical, Pest and Other Inspections".  This subsection is not appropriate in an "as is" sale and would conflict with the "as is" language.  





With subsection C. deleted, the Buyer would still have the right to make mechanical and other inspections, but the Buyer would not have the right to cancel the Contract if problems are discovered.  You must also carefully review the remainder of the Contract, particularly those areas regarding pest inspections and Radon, to make sure they are consistent with the parties' agreement.





If you do not want to have an "as is" sale, leave this section blank.





CAUTION: Using the "as is" clause without carefully modifying the remainder of the Contract may lead to an agreement with inconsistent provisions.  Contracts with inconsistent provisions often lead to litigation, and a judge must then interpret what the parties really intended.  Be sure to consult an attorney if you desire to make your sale "as is".  Sellers must also be aware of their obligations under state law to make certain disclosures about the Property.  See the information below about mandatory disclosure laws that may apply.








IMPORTANT TIP


If you are buying, make sure you inspect the Property carefully before signing a contract for an "as is" purchase.  If you need the help of a professional inspector, get the Seller’s permission and inspect before signing the contract.  After you sign, you are obligated to complete the purchase, even if you later find unexpected problems.








WARNING TO SELLERS


As of April, 1995, 25 states have laws requiring sellers to make written disclosure about the condition of their property.  A list of those states follows this discussion.  In addition, many other states are considering similar laws.  Be advised that in some of these states, a seller may still be required to make the disclosure, even if the property is sold "as is".  Call your attorney, real estate agent, state attorney general or (in some states) the state real estate commission to determine your state’s rules.








STATES WITH MANDATORY DISCLOSURE LAWS


States with mandatory disclosure laws and a brief description of the law:





  Arkansas - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  California - Applies to residential houses, except for some of those that have never before been sold.  California Association of Realtors has prepared an approved form.





  Delaware - Applies to residential houses, including those that have never before been sold.  Provides for state approved forms.





  Hawaii - Applies to residential houses, except some that have never before been sold.





  Idaho - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Illinois - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Indiana - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Iowa - Applies to residential houses.  Law dictates what information must be included in disclosure.





  Kentucky - Law applies only to sellers who work with a licensed real estate agent.  Does not apply to new construction, provided contractor certifies compliance with certain construction requirements. 





  Maine - Real estate agents must ask seller for certain information and disclose to prospective buyers.  No exemption for new property.





  Maryland - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Massachusetts - Applies to residential houses, except some that have never before been sold.  Provides for state approved forms.





  Michigan - Applies to residential houses, except those that have never before been sold.  Law dictates what information must be included in disclosure.	





  Nebraska - Applies to residential houses.  There is no exemption for new property.





  New Hampshire - Applies to residential houses.  There is no exemption for new property.


 


  Ohio - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Oklahoma - Law applies only to sellers who work with a licensed real estate agent, except when buyer makes written request for a disclosure statement.  Does not apply to new construction.  Provides for state approved forms.





  Oregon - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.  Special provision permits a seller’s disclaimer and a buyer’s revocation offer in limited cases.





  Rhode Island - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  South Dakota - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Tennessee - Applies to residential houses, except those that have never before been sold.  Seller may alternatively provide a disclaimer form if buyer waives right to disclosure statement.  Provides for state approved forms.





  Texas - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Virginia - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.





  Washington - Applies to residential houses.  Provides for state approved forms.  No exemption for new property.


  


  Wisconsin - Applies to residential houses, except those that have never before been sold.  Provides for state approved forms.


�PAGE \# "'Page: '#'�'"  ��This section includes a typical provision allowing the buyer to conduct one or more inspections of the property for plumbing, electrical, structural, roof and other important matters.  This section also provides for a professional test inspection to check for termites and other problem pests.  There is an optional provision to rule out for testing for radon gas.





If any unacceptable condition is discovered, the buyer may notify the seller that the contract is canceled.  If repairs are required, the parties may agree how much of the repair amount each will pay.





Also remember that, in most cases, mortgage lenders will make a loan subject to completion of the pest inspection and possibly other inspections.
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Enter the number of days following the Effective Date of the Contract for Buyer to have the Property professionally inspected and defects reported in writing to Seller.








WHY


Most people do not have the requisite training in construction, engineering, architecture and other areas to spot hidden defects in a house.  The alternative is to hire one or more professionals to inspect the house and report on any defects.  In particular, inspectors can help spot problems with mechanical systems, plumbing, electrical systems, and termite damage.  Buyers should make sure they hire inspectors that will do a thorough job and provide a comprehensive written reports.  Check with your real estate agent, mortgage lender and friends for recommendations.
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Enter the amount of repairs for which Seller is responsible.








WHY


The Contract should specify how much of the repair cost each party will pay.  Sellers traditionally pay for the repair cost, up to some limit.  That limit is set here.





In the next Decision Point, the Contract should set out the amount of repair costs that Buyer must pay.  If the cost of repair exceeds the total of the Seller's and Buyer's  amounts, then the parties must try to resolve the responsibility for the excess amount or the Contract is terminated.








HOW


The amount of Seller’s repair obligation need not be the same as Buyer’s amount.  Sellers may be motivated to keep the amount low, as it limits their obligations if big problems are discovered. However, if the amount is set relatively low, the Seller might still agree after the inspections to pay a higher cost to try to save the sale.





Select one of the following options:  $100, $250, $500.  If none of these options is exactly right, modify the insertion as appropriate.
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Enter the dollar amount of repairs for which Buyer will be responsible.








WHY


The Contract should define who pays the costs of repair in case problems are discovered in the course of Buyer's inspections.  The LegalPoint form provides that Seller will be initially responsible for the cost of repairs, up to a set amount.  Buyer is responsible for some additional amount in excess of Seller’s amount (established in the preceding Decision Point).  Buyer’s repair obligation limit is set out here.








HOW


The amount varies from deal to deal, and from market to market.  In most cases, this amount is intended to cover repair of one or more items that are not substantial and will not overly burden Buyer.  This also has the effect of discounting Buyer’s incentive to report and seek repair of immaterial items.  The amount is usually at least $100, and often as high as $1,000.  





You may select one of the following options:  $100, $250, or $500.  If none of these options is exactly right, then modify the insertion as appropriate.
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Enter the number of days the parties have to agree to new repair obligations if the cost of repairs is more than the total of their repair limit amounts.








WHY


The total cost of repairing defects may exceed the total amount that Buyer and Seller have agreed to pay.  This provision gives the parties time to negotiate for the responsibility of paying the excess amount.








HOW


The time should be relatively short, so that negotiations do not drag on unnecessarily.  There should be at least three days, but rarely longer than 10.





Select one of the following options:  3 days, 5 days, or 7 days.  If none of these options is exactly right, modify the insertion as appropriate.
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Insert an optional provision if the Property will be tested for Radon gas levels or if you prefer a simple warning statement about Radon.








WHY


Radon, a naturally occurring gas, often collects in parts of a home and may present a health risk.  Read the information following to learn more about Radon.








RADON GAS


Radon is a naturally occurring radioactive gas that is released from reactions below the earth’s surface.  Radon often accumulates in a building, particularly in a basement or lower level without adequate fresh air ventilation.  It has been linked to cancer and respiratory problems, although there is much debate about what are safe levels.  Also, the amount of Radon varies greatly from one area of the country to the other.  The federal Environmental Protection Agency recommends that you repair your home if the radon level is four picocuries per liter (4 pCi/L) or more (although lower levels could pose a risk to some people).





If the property is in a high radon area, the Buyer may want to have a radon test done prior to closing.  If radon levels are unacceptable, the Buyer may want to investigate steps that will reduce Radon levels, or cancel the contract completely.  You may want to speak to your doctor to determine whether you are at special risk for Radon related problems.  Also, your county public health agent, state health department, or local office of the U. S. Environmental Protection Agency may have information on Radon levels and health issues for your area.





The optional testing provision provides that a radon level of 4 pCi/L or more triggers the Seller’s obligation to make repairs.  If Seller does not pay the cost of Radon reducing repairs, Buyer may cancel the Contract.  Buyers with health problems or otherwise at special risk may want to use a lower Radon level as a trigger, or that any level is unacceptable.








TESTING FOR RADON


Unfortunately, testing for Radon is not an exact science.  Many inspectors use unreliable short term tests.  These tests gather gases in a few days, instead of collecting gas over a period of at least 90 days.  The EPA determined that two commonly used short term tests falsely indicated unsafe Radon levels almost 50% of the time.  Changes in atmospheric pressure can cause many false readings with these tests.  





Because a 90 day test period is usually impractical in a home sale contract, it is possible to close the sale and conduct the more reliable long test so that it concludes after the sale is completed.  In that case, some of the purchase price should be put in escrow to pay for the cost of Radon repairs.  These costs average $500 to $2,500 per home. Most states do not require a license to do Radon tests.  The EPA does have a training program for testers.  Ask anyone that you are considering as a tester for references and about their training.








STATE LAWS


As of April, 1995, 17 states have passed laws regarding disclosure of radon risks.  Be sure to check with a local attorney to determine if any special provision about Radon is required in a contract to sell a house in your area.  You may also call your state’s office that handles Radon issues.  A list of state numbers follows this discussion.








ADDITIONAL INFORMATION


The National Safety Council, a not-for-profit consumer interest group in Washington, D. C. publishes a helpful booklet on Radon.  Call 1-800-55-RADON (800-557-2366) to request the "Home Buyer’s and Seller’s Guide to Radon". 








HOW


If you would like to include a simple warning statement about the risks of Radon, type the following information.  It does not require either party to do anything.  Rather, it is a statement, mostly to put the Buyer on notice, that Radon might be in the house in some unknown level.  “RADON GAS:  Radon is a natural occurring radioactive gas that, when it accumulates in a building in sufficient quantities, may present health risks to persons who are exposed to it over time.  Levels of Radon that exceed federal and state guidelines have been found in buildings in the state where the Property is located.  Additional information about Radon and Radon testing may be obtained from the state or county public health officer.”





Use the following information if you wish to require the Seller to get a Radon test before the closing.  If Radon levels are unacceptable, then Seller must repair the house or the Buyer has the right to cancel the contract.  “D.  Seller, at Seller’s expense, shall provide Buyer with a report concerning the level of Radon gas in the Property at least fifteen days prior to closing.  The report shall be made by a reputable inspector, complying with federal law and the law of the jurisdiction where the Property is located.  If the level of Radon gas exceeds four picocuries per liter (4 pCi/L)  and Seller refuses to pay for the cost of installing Radon reduction equipment acceptable to Buyer, then Buyer may cancel this Contract.”





Leave this section blank if you want nothing in the Contract about Radon.








STATE CONTACTS


Following is a list of telephone numbers for the state offices handling Radon matters.  Please note that where a toll free (800) number is provided, that number probably works only when calling from a point within that state.





Alabama  800 582-1866





Alaska  800 478-4845





Arizona  602 255-4845





Arkansas  501 661-2301





California  800 745-7236





Colorado  800 846-3986





Connecticut  203 566-3122





Delaware  800 554-4636





District of Columbia  202 727-5728





Florida  800 543-8279





Georgia  800 745-0037





Hawaii  808 586-4700





Idaho  800 445-8647





Illinois  800-325-1245





Indiana  800 272-9723





Iowa  800 383-5992





Kansas  913 296-1560





Kentucky  502 564-3700





Louisiana  800 256-2494





Maine  800 232-0842





Maryland  800 872-3666





Massachusetts  413 586-7525





Michigan  517 335-8190





Minnesota  800 798-9050





Mississippi  800 626-7739





Missouri  800 669-7236





Montana  406 444-3671





Nebraska  800 334-9491





Nevada  702 687-5394





New Hampshire  800 852-3345, ext. 4674





New Jersey  800 648-0394





New Mexico  505 827-4300





New York  800 458-1158





North Carolina  919 571-4141





North Dakota  701 221-5188





Ohio  800 523-4439





Oklahoma  405 271-5221





Oregon  503 731-4014





Pennsylvania  800 237-2366





Puerto Rico  809 767-3563





Rhode Island  401 277-2438





South Carolina  800 768-0362





South Dakota  605 773-3351





Tennessee  800 232-1139





Texas  512 834-6688





Utah  801 538-6734





Vermont  800 640-0601





Virginia  800 468-0138





Washington  800 323-9727





West Virginia  800 922-1255





Wisconsin  608 267-4795





Wyoming  800 458-5847





�PAGE \# "'Page: '#'�'"  ��This section determines who will pay the cost of utilities, if they are left on, prior to closing.  When the seller will continue to live in the house until closing, this is not an issue.  However, if the house is vacant, this matter becomes more important.


�PAGE \# "'Page: '#'�'"  ��WHAT


Select whether utilities will or will not be left on after the Contract is signed until closing.








WHY


If the Seller will continue to live in the house until closing, Seller will clearly want to keep utilities on at his or her expense.  However, if the house is vacant, or if Seller will be moving out before closing, the question may not be so clear cut.  Buyers will normally want to keep utilities on for security reasons and to avoid problems with frozen pipes.


�PAGE \# "'Page: '#'�'"  ��WHAT


Select the party that will pay for the utility costs.








WHY


In most cases, the utilities will be left on during the time between signing the Contract and closing.  This provision states who will pay the cost.








HOW


Specify whether the Buyer or the Seller will pay for the utility costs.


�PAGE \# "'Page: '#'�'"  ��This section establishes that seller is responsible to maintain and keep up the property during the period from the date the contract is created until closing.





If the house is damaged or destroyed after the contract is signed but before closing, this section sets forth certain rules.  If the damage is not great, the seller must make repairs.  If the damage is serious, the buyer may either cancel the contract or proceed with the purchase.  In addition, this section allows for the parties to arrange for a home buyer's warranty protection plan.


�PAGE \# "'Page: '#'�'"  ��WHAT


If Buyer will receive a homebuyer’s warranty plan, designate here whether Buyer or Seller will pay the cost.








WHY


When a home is sold, buyers often want the security of a homebuyer’s warranty plan.  These plans protect the homeowner from certain repair costs in excess of the deductible amount.  The cost of coverage varies depending on the deductible amount and the plan provider’s risk of exposure to repair expenses.  Sellers usually (but not always) pay the cost of the warranty to help induce a purchase.  If a real estate agent is involved, he or she may agree to pay the cost.  Often, an agent will know or be affiliated with a homebuyer’s warranty provider.








HOW


If the Buyer will receive the benefit of a warranty plan, specify the party who will pay and continue through the remaining Decision Points.  If no warranty plan will be purchased, return to the Contract form and delete subsection B. from the section Maintenance/Casualty Loss.








TIP


If the house is relatively new and the working components in good condition, a homebuyer’s warranty plan may not be a wise investment.  Buyers should consider whether the amount set aside for the cost of warranty plan might be better spent on some other item, such as repairs or a bargaining chip to reduce some other Buyer obligation.








ADDITIONAL INFORMATION


If a realtor is involved in the transaction, he or she will likely recommend a warranty plan provider.  Before agreeing to the realtor’s suggestion, be sure to compare other plans for cost and scope of coverage.  Some plans provide coverage of only a relatively small number of items.  The plan should cover electrical, plumbing, heating and cooling systems, along with major appliances.  If you are buying a new (never occupied) house, the builder may offer a more extensive plan.  These often cover all of the above items, as well as major structural defects.  These plans can run for two years on mechanical systems and up to ten years on structural defects.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the amount of the homebuyer’s warranty plan deductible.








HOW


These plans are essentially an insurance policy covering the cost of repair of working components.  Like other forms of insurance, the "insured" (here, the Buyer) must pay some initial repair amount before the plan provider’s obligation to pay begins.  The higher the deductible, the lower the cost of the coverage.  





Choose a deductible amount option:  $35, $100, or $200.  If none of these options is exactly right, modify the insertion as appropriate.














DEDUCTIBLE AMOUNT


The amount of the deductible usually ranges from $35 to $200.  Like other kinds of insurance, as the deductible amount decreases, the premium cost increases.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the maximum acceptable charge for the homebuyer’s warranty plan.








WHY


This protection is not always available at a reasonable cost.  It is best to define the maximum amount that the responsible party will pay.  Otherwise, that party may be stuck with an unexpectedly high expense.  Sellers often find that offering to pay for a homebuyer’s warranty plan helps to sell their house.








HOW


It is best to get some estimates, even if they are informal ones.  The cost typically ranges from $350 to $500, although the cost may be higher for a very old house.  The cost of a warranty plan also depends on the amount of the deductible.  As a general rule, the higher the deductible amount, the lower the plan’s cost.  To get estimates, check your phone book, or call a local real estate agent for a list of providers in your area.





Select one of the following options:  $350, $400, or $500.  If none of these options is exactly right, modify the insertion as appropriate.








REMINDER


If neither party will buy a homebuyer's warranty plan, delete this subpart B. from the contract.


�PAGE \# "'Page: '#'�'"  ��This section establishes how Seller will arrange to give Buyer adequate protection on the title to the property.





Most commonly, these contracts call for a title insurance policy to be issued in the buyer's name at closing, with the premium to be paid by seller.  If title insurance is not available, there is an optional provision for review of an abstract of title.


�PAGE \# "'Page: '#'�'"  ��WHAT


If a title insurance policy will be issued to protect Buyer’s interest in the Property, insert the following:  “A.  Within a reasonable time after the Effective Date, but not later than fifteen (15) days before the Closing Date, Seller agrees to deliver to Buyer a title insurance commitment from a company authorized to insure titles in the state where the Property is located.  Any failure to make timely delivery of the title commitment to Buyer shall not constitute a material default, except in the case where there is a defect or defects in the title that are not corrected before the  Closing Date.  The title commitment shall commit to insure a marketable fee simple title in the Buyer upon the recording of the deed or other instrument of conveyance.  However, title to the Property shall be subject to the conditions in this Contract and to customary covenants, declarations, restrictions, zoning laws, easements, party wall agreements, special assessments, and community contracts of record as of the effective date of the title commitment ("Standard Exceptions").  Buyer shall have ten (10) days after receipt of the title commitment to notify Seller in writing of any valid objections to title to the Property.  Seller shall then make a good faith effort to remedy any defects in title.  If Seller does not remedy any title defects before the Closing Date, and if Buyer does not elect to waive the objections or extend the Closing Date for a reasonable time, this Contract shall be canceled and the Earnest Money shall be returned to Buyer.  





B.  Seller agrees to provide and pay for an owner’s title insurance policy in the amount of the purchase price insuring marketable fee simple title in Buyer, subject to the Standard Exceptions and with the exception of any liens, encumbrances or other matters affecting title to the Property created or brought about by Buyer.  The policy shall also insure Buyer as of the date of recording of the deed or other instrument of conveyance, against any lien, or right to a lien, for services, labor or material imposed by law and not shown by the public records.  Seller agrees to cooperate with, and comply with the requirements of, the title insurance company for issuance of this coverage.  Unless otherwise agreed or if not available for reasons other than any act of Seller, the owner’s title policy will include mechanic’s lien coverage.”





If Buyer will receive an abstract of title for examination and approval, insert the following:  “A. Seller agrees to deliver to Buyer an abstract of title to the Property as soon as possible following the Effective Date of this Contract, but not later than twenty (20) days following such date.  The abstract shall bring title down to the Effective Date, or later, and shall show a good record, unencumbered fee simple title in Seller, except for matters that will be cured prior to closing and any liens to be assumed or which Buyer agrees to take the Property subject to, if any.  Buyer shall have fifteen (15) days after the delivery of the abstract to examine it and before the end of that period shall notify Seller in writing of any objections to the title.  Seller shall then make a good faith effort to remedy any defects in title. 





B.  If the title is found not to be good and marketable and the defects are not cured by the Closing Date, then Buyer may cancel this Contract or may waive the defects and accept the Property with the title defects.  If Buyer cancels the contract pursuant to the provision, then the Earnest Money will be refunded to Buyer.”





WHY


It is essential that land buyers receive proper protection against defects in title.  It is not unusual for a formal property owner, or heir of a former owner, to appear and claim some interest in real estate.  Without proper protection, a buyer may be forced to pay a claimant to release the interest or, in rare cases, lose the purchased property entirely.





The most common and safest protection for buyers is a title insurance policy.  This is a special kind of insurance, issued by a special kind of insurance company: a title insurance underwriter.  These policies guarantee only that upon delivery of a proper deed, and subject to exceptions in the policy commitment or binder, the buyer will have good title to the property.  If the buyer’s title is later challenged by someone else, the title insurance underwriter must defend the buyer’s title and pay any charge to cure the title defect.





In some parts of the country, particularly in rural areas, buyers do not get title insurance.  Instead, a lawyer or abstractor prepares an abstract of title based upon the public records.  An abstract of title is a report showing all of the documents that have been publicly filed reflecting transfers of title, liens, easements and other public matters affecting title to the land.  





If Buyer receives an abstract of title, it should be reviewed by a local attorney to determine if any defects exist that should be fixed by the Seller or, if the defects are not curable, if they represent too big a risk to Buyer’s title.  In that case, the Buyer may cancel the Contract.





If you are not sure what form of title protection is appropriate in your case, talk to a local real estate attorney or your mortgage lender.








HOW


Select the appropriate option listed above.  If none of these options is exactly right, modify the insertion as appropriate.





�PAGE \# "'Page: '#'�'"  ��WHAT


Specify whether or not the Seller will be obligated to provide a lien affidavit.








WHY


Although most liens (such as mortgages) are revealed by a title search, some liens may arise that are not a public record at closing.  The most common kinds of liens of this sort are called “mechanic’s liens”.  These are liens that arise when someone that has provided improvements or repairs to the Property claims no-payment and files the documents required by local law to create a lien.  Unfortunately, considerable time can pass between doing the work and filing the lien documents.





The following optional provision requires the Seller to provide an affidavit at closing that no such liens or potential liens exist.  If there have been improvements to the Property within 120 days of closing, Seller must also get "lien waivers" from anyone that provided the improvements.  These waivers state that the signing party has been paid in full and has no right to claim a lien.








ADDITIONAL INFORMATION


This additional protection is a supplement to title insurance or an abstract.  Buyers still need title insurance to identify and protect their against the most significant risks.  Also be aware that this provision cannot protect against all mechanic’s liens.  The law in many states grants a long period to file these lien claims.  In addition, a dishonest seller could provide a false affidavit.  However, the additional protection can be great if improvements have recently been made to the Property.  Sellers should have no problem providing the required affidavit.








HOW


If you would like to obligate the Seller to provide a lien affidavit at closing, insert the following:  “Seller shall furnish to Buyer at closing an affidavit attesting to the absence of any security interest in, or financing statement, claim, lien, or potential lien known to Seller with respect to, the Property, and further attesting that there have been no improvements to the Property for one hundred twenty (120) days immediately prior to the Closing Date.  If the Property has been improved within such time, Seller shall also deliver releases or waivers of all mechanic’s liens, executed by general contractors, subcontractors, suppliers and materialmen, and further attesting in Seller’s affidavit that all bills for work on the Property which could serve as a basis for a mechanic’s lien have been paid in full.”





Otherwise, insert the following:  “Seller shall not be required to provide a lien affidavit at Closing, unless work is performed at the Property after the date of this Contract.” 


�PAGE \# "'Page: '#'�'"  ��This section establishes the buyer's right to obtain a formal survey of property prior to the closing and identifies who will pay for the survey.





A survey should identify any problems with regard to the physical location of the property lines or any improvements on the property, or improvements misplaced across boundary lines by neighbors.





Buyers should also be aware that the mortgage lender will likely perform a sort of survey of the house.  This survey is rarely the same as what is known as a "stake survey".  It should not be relied upon by the buyer as a substitute for a full, professional survey.





If there will be no survey, delete this section before printing.


�PAGE \# "'Page: '#'�'"  ��WHAT


Designate which party will pay the cost of the survey.








WHY


Buyers, and their lenders, often want to make sure that there are no boundary line problems with the homes they intend to purchase.  The only sure way to know if these problems exist is to hire a professional surveyor to physically survey the property.  This should disclose if any part of the improvements are actually built on adjoining property and other similar problems.








HOW


Type “Buyer” if Buyer will pay for the cost of a survey or “Seller” if the Seller will pay. 


If there will not be a survey, you may delete this section.





�PAGE \# "'Page: '#'�'"  ��This section obligates the seller to deliver good title to the property on the Closing Date.





This section requires the seller to execute and deliver a warranty deed and other important documents to complete the closing.  It establishes that the deed must convey to the buyer marketable, fee simple title to the property.  "Fee simple" title is the maximum ownership interest in real estate, where the buyer gets complete ownership subject only to liens on the property.





Sellers should be aware that although money will change hands on the Closing Date, the net amount due will not go to a seller until the deed and other documents have been recorded.  This may cause a delay of a day or more in the seller's receiving the sale proceeds.


�PAGE \# "'Page: '#'�'"  ��This clause states that the Buyer and Seller are each responsible for paying real estate property taxes on the residence for the portion of the year they own it.





For example, if the sale closes on June 30, then the seller owned the residence for 6 months, and the buyer owned the residence for 6 months.  Since each owned the property for half of the year, each would be responsible to pay for half of the property tax for the year.


�PAGE \# "'Page: '#'�'"  ��WHAT


Specify how any special assessments with regard to the Property will be handled.








WHY


A special assessment is an amount charged to a limited number of homes within the tax authority's jurisdiction.  It is a unique kind of tax that does not affect everyone.  A special assessment is used to pay for things like new sidewalks, sewer work or street lights for a relatively small area within the city or county.  Because only a few homes benefit from the expense, the cost is absorbed by those few only, not everyone in the city or county.





A special assessment may be confirmed (i.e., existing and forming a lien on the property) or pending (i.e., not yet a lien).  In either case, if these special assessments exist, the parties need to deal with this obligation.








HOW


Select one of the options below.  If none is of these is what you want, select the one that is closest and modify the insertion in the document.





The first option makes Seller responsible only if the lien is of record on the Closing Date.  Insert the following text:  “Seller shall be responsible for any special assessments which appear of record as liens on the Property as of the Closing Date.”





The second option makes Seller obligated to pay special assessments of record and those pending if the work on the project is substantially done on the Closing Date.  Insert the following text:  “Seller shall be responsible for any special assessments which appear of record as liens on the Property as of the Closing Date.  Buyer shall be responsible for any pending liens, except that if the improvement has been substantially completed as of the Closing Date the pending lien shall be considered as certified and of record for which Seller shall be responsible.”





The third option provides that any special assessments will be prorated as of the Closing Date.  This assumes that the special assessment is a type that is paid over a number of years and not assessed fully in just one year.  Insert the following text:  “Any special assessments for the year in which the sale of the Property is closed (exclusive of rebates and penalties) that are a lien on the Property shall be prorated between the parties as of the Closing Date.”


�PAGE \# "'Page: '#'�'"  ��WHAT


Specify whether to include a provision for a special estimation of taxes for a property undergoing tax reappraisal or reclassification.








WHY


Each party is responsible to pay for the property tax on the residence for the portion of the year that they owned it.  For example, if the sale closed on June 30, so that the seller owned the residence for half of the year, and the buyer owner the residence for half of the year, the seller would have to pay half of the year's property tax, and the buyer would have to pay the other half.





However, the amount of property tax due may vary.  Real estate property taxes are determined by three factors:  (1) The estimated market value of the real estate as estimated by the local county appraiser, (2) the classification of the property, such as residential, commercial or other, and (3) the tax rate (usually called the "mill levy" or "millage") applied to the assessed value.  The local taxing authority will from time to time reappraise property values, or reclassify a property to another category.  If either of these activities is going on during the year of the sale of the Property, the tax amount may change.





Property tax usually comes due at the end of the year.  This means that, if there is a change in the amount due, there is no way for the parties to know at the time of the sale exactly how much property tax will be due for the year.  However, it is possible to estimate the amount of tax which will be due.  If you are a buyer and fear that the tax bill for the year of your purchase may be higher than last year because of a change in the value or classification, you may want to include the following optional provision.  It requires the parties to agree upon a proration formula, based upon an estimate of the taxes that might be due.





To get an estimate, it is important to talk to the local taxing authority and try to get information about where taxes are headed.  You may also want to talk to a local attorney, accountant or independent appraiser that has experience with these issues.


  


It is not a good idea to include the special provision for estimating prorations unless the Property is reappraised or reclassified within the year.  Remember, a local real estate attorney or agent can advise you about these and other real estate tax issues. 








HOW


To include a special tax proration provision due to reappraisal or reclassification of the Property, insert the following text:  “The parties also agree that if the Property has been reappraised or reclassified within the preceding year and the actual taxes based on the new value are not available, they will agree to a reasonable estimation of the current year’s taxes based on the information available on the Closing Date.” 





To insert a provision that makes it clear that no adjustments will be made if the proration later proves to be inaccurate, insert the following text:  “In the event that the taxes for the year of closing are different from the taxes charged for the preceding year, no adjustment in the tax prorations will be made.”





If neither of these options is what you want, select the one that is closest and then modify the insertion in the document.


�PAGE \# "'Page: '#'�'"  ��This section establishes the date that the closing will be held and the location for the closing.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the preferred date for closing the transaction.








WHY


Closing is the process where the transaction is finalized.  The balance of the purchase price is transferred from Buyer to Seller, the deed is signed and recorded, the title insurance policy is issued to Buyer and the keys to the house are handed over.  Both parties will want to establish a date for closing that allows time for arranging financing, making any needed repairs to the Property, clearing the title, and other matters.








HOW


In most cases, securing financing is the one time parameter that is most difficult for the parties to control.  It almost always takes at least 30 days to arrange financing, and often as long as 60 days.  Buyer must consider the optimum date based on leaving his or her old residence.  Likewise, Seller must consider the move-in date for Seller’s new home. 





While that date then becomes a matter of contract, buyers and sellers must often show some flexibility as small problems and delays arise (and they usually do).  The parties should pick a reasonable date based on their knowledge and expectations at the time they sign.


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the place where closing will be held.








WHY


If the parties know where the closing will be held, it helps to identify it here to avoid any confusion.  For example, if there is an agent involved in the sale, the parties may anticipate closing at the agent’s office.  Another popular location is the office of the title insurance issuer (if the company is known).  Also, the offices of either Buyer’s or Seller’s attorney are often used.








HOW


Type in the closing location.  If the closing location has not been decided upon, type in "a mutually convenient location to be determined by the parties".


�PAGE \# "'Page: '#'�'"  ��This section provides a rather open-ended right for either party to pursue any remedies or damages available in the event that other party is in default of any material obligation.





This section also establishes that time is of essence in the contract, and that the various obligations in responsibilities must be carried out by the appropriate party in the time limit set in the contract.  "Time is of the essence" means that, in the absence of some agreement by the other party, deadline dates must be strictly observed.


�PAGE \# "'Page: '#'�'"  ��This section provides that the only parties to the Contract are Seller and Buyer.  Any real estate agents or escrow agents are not parties unless they sign as a buyer or seller.


�PAGE \# "'Page: '#'�'"  ��This section provides that this Agreement is the final agreement of the parties on this matter and that no other document or evidence is applicable.  It can only be amended in writing.


�PAGE \# "'Page: '#'�'"  ��This section establishes the appropriate methods and the addresses for each party to give notices.


�PAGE \# "'Page: '#'�'"  ��WHO 


The Seller is the person or entity that owns the house and is selling it.  LegalPoint assumes the Seller is an individual.  


�PAGE \# "'Page: '#'�'"  ��WHO 


The Seller is the person or entity that owns the house and is selling it.  LegalPoint assumes the Seller is an individual.  


�PAGE \# "'Page: '#'�'"  ��WHO 


LegalPoint assumes the Buyer is an individual.  





IMPORTANT TIP


Put in your formal legal name, avoiding nicknames.


�PAGE \# "'Page: '#'�'"  ��WHO 


LegalPoint assumes the Buyer is an individual.  





IMPORTANT TIP


Put in your formal legal name, avoiding nicknames.


�PAGE \# "'Page: '#'�'"  ��This section establishes that if the contact is offered signed by one of the parties, that there is a time limit for the other party to also sign and create a binding contract.


�PAGE \# "'Page: '#'�'"  ��WHAT


If the Contract form is being used to make a formal offer, insert the date that the offer expires.








WHY


Often, one party or the other will request a formal written offer.  In most cases, the seller will make the request to be better able to compare competing offers or as a way of getting confirmation that the would-be buyer is serious.  To insure that the formal offer does not linger without response, it should (like any offer) include an expiration date.








HOW


The exact amount of time given to the offeree to consider the offer will depend upon the parties.  For example, if a buyer is on a short home hunting trip and wants to know quickly if the seller is willing to sell, the expiration date might be the day the offer is delivered.





In most cases, at least one day is appropriate.  The situation may even dictate a period of as long as one week.  Longer periods are rare.  Remember that the offeror can withdraw the offer at any time before acceptance.





If the contract form is not being used to make a formal offer, delete the entire "Expiration" section.








SAMPLE TEXT


"June 5, 1996"


�PAGE \# "'Page: '#'�'"  ��WHAT


Enter the time of day that the formal written offer expires.








WHY


If the contract form is used to make a formal offer, you should include an expiration time as well as an expiration date.  This helps to avoid disputes about the actual moment the offer is claimed to have expired.








HOW


Type in a time of day.  Be sure to designate AM or PM.  If you are transmitting the offer by fax or mail and you are in a different time zone from the other party, be sure to also enter a time zone designation, such as Central Standard Time.


�PAGE \# "'Page: '#'�'"  ��This section is intended to prevent one of the parties from using a section heading or title in court to argue a different interpretation of the section or provision.


�PAGE \# "'Page: '#'�'"  ��This section establishes the state law that will govern the Agreement.  It should be the law of the state where the Property is located.


�PAGE \# "'Page: '#'�'"  ��WHO 


The Seller is the person or entity that owns the house and is selling it.  LegalPoint assumes the Seller is an individual.  





IMPORTANT TIP


Put in your formal legal name, avoiding nicknames.


�PAGE \# "'Page: '#'�'"  ��WHO 


LegalPoint assumes the Buyer is an individual.  





IMPORTANT TIP


Put in your formal legal name, avoiding nicknames.


�PAGE \# "'Page: '#'�'"  ��WHO 


The Seller is the person or entity that owns the house and is selling it.  LegalPoint assumes the Seller is an individual.  





IMPORTANT TIP


Put in your formal legal name, avoiding nicknames


�PAGE \# "'Page: '#'�'"  ��WHO 


LegalPoint assumes the Buyer is an individual.  





IMPORTANT TIP


Put in your formal legal name, avoiding nicknames.


�PAGE \# "'Page: '#'�'"  ��WHO 


The Seller is the person or entity that owns the house and is selling it.  LegalPoint assumes the Seller is an individual.  





IMPORTANT TIP


Put in your formal legal name, avoiding nicknames


�PAGE \# "'Page: '#'�'"  ��WHO 


LegalPoint assumes the Buyer is an individual.  





IMPORTANT TIP


Put in your formal legal name, avoiding nicknames.


�PAGE \# "'Page: '#'�'"  ��WHO 


The Seller is the person or entity that owns the house and is selling it.  LegalPoint assumes the Seller is an individual.  





IMPORTANT TIP


Put in your formal legal name, avoiding nicknames


�PAGE \# "'Page: '#'�'"  ��WHO 


LegalPoint assumes the Buyer is an individual.  





IMPORTANT TIP


Put in your formal legal name, avoiding nicknames.





