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INTRODUCTION


Tullulah Bankhead, the famous Hollywood actress, once said:


“If I had to live my life again, I’d make exactly the same mistakes … only sooner.”


If only it were possible to make all our mistakes early in life. We can, though, learn from the mistakes of others, instead of committing them ourselves. This is the goal of Buying a Home: to help you avoid the pitfalls that others have faced when buying or selling property.


Our years of experience in the estate agency profession mean that we can share with you the secrets to successfully buying and selling property that the public rarely has access to – those tips and techniques that increase the chance of buying or selling smoothly and without stress.


Since writing the second edition, there have been various changes to the way the property market works in England and Wales. This book, therefore, provides information as at the time of writing which may alter over time; a job for the fourth edition!


The book is divided into three parts. The first tackles the subject from the purchaser’s viewpoint. You’ll discover how to navigate the property maze expertly, and:


• Find your perfect home.


• Successfully negotiate a sale.


• Organize the solicitor.


• Confidently resolve common problems.


The second part of the book is written for those selling property, although it is also an important read for the buyer, who needs to understand how the seller sees things. It reveals how to:


• Choose the right estate agent.


• Prepare your home for marketing.


• Deal with offers like a professional.


• Take control of your sale through to its successful conclusion.


Common to both parts are sections entitled The Problem Clinic. These identify common dilemmas that face buyers and sellers, and offer suggestions to resolve them.


The third part of the book details the tasks to be dealt with by both buyers and sellers between exchange and completion.


So, now, our journey begins and we start with the biggest secret of all. The one thing that above all others determines the success of buying and selling property, and that secret is... preparation.


Best of luck with the journey.


Sue and Paul


To help the text run fluently, the words ‘he’ or ‘his’ refer to both men and women. Please also note that this book discusses procedures and legal matters employed in England and Wales only as Scotland has its own method of buying and selling property.





PART ONE


THE BUYER
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PREPARATION


The key to success when buying a property for the first time is preparation. This is a common theme throughout the book. The journey ahead of us needs thorough planning. It involves asking three fundamental questions:


• How strong is my desire to buy?


• What type of home do I need?


• What can I afford?


How Strong is My Desire to Buy?


Is your need to buy a property a definite one? At this early stage, indecision is not a problem. Asking this question later, though, after a seller has accepted your offer, will not be appreciated. If you’re buying with a partner, are you both committed to ownership? Is the relationship secure enough to warrant buying a home together, which is ‘life changing’ (not to mention expensive)?


What Type of Home Do I Need?


There is a variety of different types of properties available to choose from. Picking the right one at the beginning will save time later. Start by listing the features your new home must provide. Don’t just think about your present needs, but consider the next two to three years. Take time over this. If necessary, ask friends and family for advice.


• Price – buyers with a tight budget will need to consider carefully how much can be ‘reasonably’ spent on a property.


• What accommodation is required? For those on a tight budget the accommodation on offer will be limited. Properties at the lower end of the market will probably consist of little more than a lounge, bathroom/WC, kitchen and bedroom(s). There might also be the possibility of a garden area. Studio flats are even more compact, combining the lounge, kitchen and bedroom together in one single area.


• What amenities are necessary? Do you need to be near shops and transport? Location is an important consideration. It is easier to improve a property than it is an area.


• Town or country? Living in the country may be a wonderful dream but is it practical?


• Houses are often more expensive than flats. Would it be better to buy a higher quality, larger apartment than a comparably priced but smaller house?




It is better to have the worst property in the best area than the best property in the worst area.





• What parking facilities are required? (Garages are very useful for all that junk that parents refuse to store!)


• Planning for a family? Will a flat be large enough? Will schooling be an issue?


• Is it appropriate to buy a newly built home? Initially, they require less maintenance than an older type of property. However, you may pay a premium for ‘buying new’. Remember, that sparkling kitchen and beautiful bathroom will soon look worn and used. Alternatively, builders may be offering specific deals to help buyers.


• To help with the mortgage payments, would it be wise to buy a property with one more bedroom than you need? It can then be rented out and provide additional household income. (This may involve tax and mortgage implications which need to be checked.)


• Is there the time, energy, and resources to look after a house, or would a flat be more appropriate? In the next section we look at the pros and cons of each.


HOUSES



Houses are normally built over two floors and the commonest are:


• Terraced. A row of properties attached to each other.


• Semi-detached. Houses which are built in pairs.


• Detached. A property standing apart from others.


• Townhouse. The accommodation for this type of home is arranged differently from any of those defined above. It is usually built over three floors; with the lounge on the first floor, while the bedrooms are often divided over the first and second floors. The garage can be an integral part of the building, or be in a separate garage block.


• Bungalow. While not strictly a house, it only differs by being constructed on a single floor.


Houses are normally freehold, unlike flats which are usually leasehold, so the purchaser owns the property without any time-scale restrictions or imposed maintenance charges. This said, it is quite common for houses in the north of England to be leasehold.


Advantages of buying a house, compared to a flat:


• Greater privacy and own garden.


• Possibly less noise.


• Own front door rather than a communal entrance.


• Possibly larger accommodation.


• The opportunity to extend and alter the property in the future (subject to any restrictions).


Disadvantages of buying a house, compared to a flat:


• Generally more expensive to maintain and heat (because it has more than one floor).


• Possibly more expensive to buy.


FLATS



Flats and maisonettes are a popular choice for the first-time buyer. They can be purpose built (which means constructed for that purpose) or converted (a building which has later been changed into flats).


Although the terms ‘flat’ and ‘maisonette’ are often used interchangeably, there are strictly speaking differences between the two:


• Flats are usually one of many in a block; maisonettes can form part of a smaller building.


• Unlike a maisonette, a flat has a communal entrance before reaching its front door.


• A maisonette may have its own garden area, while a flat’s tends to be communal (if it has any), i.e. for the benefit of all the residents.


For simplicity, the remainder of the book will use the term ‘flat’ to describe both types.


Is A FLAT FOR ME?


For some, living in a flat is ideal.


• Those with busy lifestyles benefit from occupying a building where the maintenance is undertaken by others (the managing agent or residents’ association).


This generally includes communal gardens, repairs to the building, and external decoration.


• There is a greater feeling of security being in close proximity to others. This, though, can be a disadvantage, if noise becomes an issue.


Disadvantages include:


• Climbing flights of stairs.


• Restrictions in the lease which might, for example, prohibit pets or the erection of a satellite dish.


Compared with houses, there are three additional matters to consider with a flat:


Costs


There may be additional expenditure, i.e. ground rent, and maintenance (often called service) charge. Buyers need to allow for these in their living expenses, and be aware of any potential for changes to them in the future.


The ground rent is usually a nominal amount, payable to the freeholder, for example, £100 per year.


The maintenance charge, which is more applicable to flats than maisonettes, is paid towards the upkeep of the building. It can vary greatly from block to block, depending on how well they are cared for. Lifts for example are an expensive luxury, and can greatly increase the maintenance charge. Before buying a flat, confirm that no costly repairs to the building are imminent, as you will be expected to contribute; a nasty shock if you have only recently moved in!


Which Floor?


Consider the pros and cons of living on particular floors of a block. The ground floor may be more of a security risk than higher floors. However, stairs are an inconvenience when you are weighed down with shopping bags or a pushchair. This is why first-floor flats are so popular; fewer stairs to climb, and less chance of a burglar shinning up a drainpipe to your window.


The Lease


Flats and maisonettes are normally leasehold properties. This means that the owner of the building (the freeholder) grants the buyer exclusive possession of the flat for an agreed period. For example, a lease might allow ‘ownership’ of a flat for 99 or 125 years from 1 August 2013. When you buy this flat, the buyer will have the benefit of whatever ‘ownership’ time is left. Other information included in a lease concern:


a) Your responsibilities as the ‘owner’.


b) Who has responsibility for other aspects of the building, for example, maintenance for such as the gardens, internal and external decoration, common areas such as halls, landings and stairways, the roof, and window cleaning, etc. This is either under the supervision of the residents’ association or a third party called a ‘managing agent’.


It is possible to purchase a flat, which in addition to the lease also has its share of the building’s freehold. If the residents have ownership of the freehold, the advantages are:


• The duration of the leases can be extended for little charge.


• There may be little point in paying ground rent, as the party receiving it are the residents.


• It is a nice ‘extra’ to offer when reselling the property.


• The residents have greater control over the building.


What Can I Afford?


Most buyers need financial help to buy a property. This is normally in the form of a mortgage from a bank/building society or through an independent financial adviser. While the first provide their own specific mortgage products, the latter can recommend mortgages from many different sources.


Searching for the right mortgage can be a dizzying experience. There are so many types to choose from. They seem to change constantly and there is so much jargon to learn. Once again, a little time spent preparing will help you through this maze. Begin by asking:


• Can I afford monthly mortgage payments? This is a long-term commitment, and a regular income and strict budget plan will be needed. A financial adviser will ask that a ‘Client Fact Find’ form be completed to help answer this question. Remember that mortgage rates can go up as well as down, which means that your monthly mortgage payments will do the same.


• Is it appropriate to buy a home? Are your personal and financial circumstances secure enough for such a major commitment?


• Can the costs involved in running a home be met? This includes utility bills, credit card payments, food, clothes, recreation, council tax, telephone bills, inevitable repairs, building and contents insurance, travel and car expenses, and general maintenance.



SHARING THE BURDEN



With the price of property having substantially increased over the last 20 years (even allowing for recessions), climbing onto the property ladder can be a challenge. There are ways though that buyers, especially first-time buyers, who do not have the financial resources to buy a property on their own, are able to get onto the property market. Before detailing these, however, we must add a strong word of caution. None of the following options is ideal. They demand careful planning and much thought, if problems are to be avoided.


One solution is to buy a property with a friend or relation; just remember that owning property is a major undertaking and you should select your future housemate(s) with care. Draw up a legal agreement between all the parties involved so that each knows what will happen if/when one of you decides it is time to move on. Records of exact details of how much each of you has contributed towards the deposit and mortgage, and other household expenses, also need to be kept.


Lastly, it is important that everyone genuinely understands the commitment they are about to make. A mortgage needs to be paid regularly, as do any outgoings. Confirming that those involved with the purchase are able to make this ongoing financial commitment is vital, before exchange of contracts. Additional money will also be needed for those incidentals that unexpectedly occur. A leaking gutter, or broken washing machine needs to be allowed for. Having a separate bank account where everyone pays in an agreed amount every month should provide a reserve of money for just such occurrences.


Some people, who do not have a friend or relation who is willing to buy a property with them, use one of the co-buying websites now set up on the internet to find someone to share with. However, there are serious security and financial implications that need to be considered for anyone going down this route. We ourselves would not feel comfortable entering into such an important relationship with a stranger, although others may feel differently.


A far less risky solution is to find a shared ownership scheme run by the government (HomeBuy) or a local housing association. Shared ownership enables you to buy a certain percentage of the property, and then to pay rent on the proportion you don’t yet own. There are various schemes available for key workers and first-time buyers, including one which helps those wishing to buy a new property, and another which helps tenants who want to buy a share in the home they already rent. Check out the latest information on the government website www.gov.uk and contact your local housing association.


THE MORTGAGE



Since the first and second editions of this book were published, the mortgage landscape has changed out of all recognition. At the time of writing, it is now quite a challenge to obtain a mortgage and the requirements necessary are constantly changing. Therefore it is not appropriate to offer definitive information on mortgages here. We would suggest instead that you take advice from such people as qualified financial advisers or mortgage lenders.


THE DEPOSIT



Although mortgages for the entire purchase price may be available, it is customary to buy a property with a mixture of mortgage and a buyer’s own money. The latter is called the ‘deposit’. For example, if a mortgage of £90,000 is being borrowed, and the buyer has £10,000 savings, a home of £100,000 can be bought (assuming you have additional money to set aside for other moving expenses, such as for solicitors, stamp duty, removals, etc. – see below).


Even at this early stage, it is important to confirm that:


• The deposit is definitely available, particularly if being provided by family or friends.


• There are no delays obtaining the deposit. For example, do shares need to be sold or is the money being transferred from abroad? This will affect the timescale of any offer you make.


ADDITIONAL COSTS



There is much to consider when buying a first home, so it is easy to overlook other associated expenses.


1.   Stamp duty, correctly referred to as stamp duty land tax. This is a government tax, paid by the purchaser once the property has been bought. The amount is dependent on the sale price. (The rates and thresholds given below are correct at the time of going to press, but can be changed by the Chancellor of the Exchequer at any time, so you should check the up-to-date position.)


Up to and including £125,000 – Nothing payable.


£125,001 to and including £250,000 – 1 per cent of the entire price of the property.


£250,001 to and including £500,000 – 3 per cent of the entire price of the property.


£500,001 to and including £1,000,000 – 4 per cent of the entire price of the property.


£1,000,001 to and including £2,000,000 – 5 per cent of the entire price of the property.


Over £2,000,000 – 7 per cent of the entire price of the property.


Over £2,000,000 and bought through a company – 15 per cent (from 22 March 2012).


2.   Survey fees.


3.   Land Registry fee (registering the property in the new owner’s name).


4.   Unexpected costs, for example, additional surveys if defects are found.


5.   Removal costs.


6.   Household items.


7.   Buildings insurance (put in place from ‘exchange of contracts’, to cover the property for damage, fire, subsidence, etc.). It may be worth enquiring whether there are any incentives for taking buildings insurance from the same company that is lending you the mortgage.


8.   Are penalties incurred if the mortgage is paid off early? Is there an ‘arrangement fee’ associated with taking a particular mortgage scheme? What may initially seem a very attractive mortgage deal might seem less appealing when it comes to paying this additional cost.
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