Family _____ Team # _____

Case Study: Buying and Selling a Home

Part 1:  Getting Ready to Buy.

Please insert the description of your family here before you do Question 1.

1. Family Decisions
a. Based on the Doyle Reading, identify and explain the meaning of home at two levels for your family; 1) the “type of individual” for each adult in the family and their stage of development and 2) the type of family and their family stage.  Include Doyle reference.
b. List the financial issues (goals, handling debt, amount for down payment, money for closing, etc.) your family must decide before buying a home.  Describe how the family will work out each issue and the plans for their money.  Include text reference if appropriate.
2.   Prequalifying 

a. First, use your family’s financial information and calculate by hand the financial figures for homes they can afford explaining the “traditional rule of thumb” guidelines and calculate the maximum housing payment and maximum debt load for the family explaining the “traditional ratio guidelines”.  Type and label each calculation, give precise figures used, show calculations where appropriate, and provide clear answers.  Include text reference.

b. Next, go to a web calculator.  Use www.realtor.com , click on “Home Finance” located in the top menu.  On the next web page go down to “Calculators” near the middle of the page and click on “How Much Home Can You Afford”. Use the appropriate numbers for your family (income, debt, down payment) and the following for the numbers for specific items; 6.5 % interest rate, 2.5% closing costs and 1 % taxes and .5 Hazard insurance and .5 private mortgage insurance.  Use 28 and 36 ratios. Work with the numbers you can change (funds available for home purchase, minimum down payment, maybe debt) to come up with an acceptable result.  Copy and paste into your word document both your final “input” page with the numbers you entered and the page of results.   Include web reference.
c. Type a brief paragraph comparing the results of the web print out and your hand calculations.  Comment on any adjustments you made while working with the web calculator.  Also, comment on why you think the hand calculated and the web results are either similar or dissimilar. 

3.   Selecting a Home
a. Briefly list at least five preferences that your family seeks in a home based on family decisions in 1.a. above.

b. Go on the Internet to various real estate web sites and copy and paste information or listings on three separate homes considering the price ranges established, the family’s financial issues, and the family’s preferences.  Briefly write an evaluation of each home (identify if home is #1, #2, or #3)  in terms of the family’s preferences and finances on either the page with the listing or one the page following each listing. Be creative and take-on the roles of the family members.  Use the heading “evaluation” for each paragraph.  Include the web reference URL for each real estate listing.
c. Based on the evaluations, select the home that best meets the family’s preferences and finances.  Identify if the home is # 1, 2 or 3 and briefly write a justification for the selection of the home in comparison to the other two considered.  Again, be creative and take-on the roles of the family members. Use the heading “justification” for this paragraph.  Print out a copy of the listing of the home you selected and bring it to class on the day Part 1 is due for use in class.

4.   Offer to Purchase

a. Complete an offer to purchase for the home you selected as the one to buy in item 3. b.  Although the purchase agreement is not included in the electronic portfolio, write an overview paragraph of your offer beginning with the decision process the family used to reach a purchase price (include the price).  Remember you do not need to offer the full asking price if you think it is too high.  Explain the importance of contingencies in general.

b. List all the contingencies you have included in your offer. Identify the hand written number on the purchase offer to link your inclusions with your rationalization. This includes both the ones that you wrote in and the ones that are in the printed text of the standard form.   Start with the earnest money.  Using information from your text, pages 116-126, list each contingency you included (with the identifying number) and explain why you included each contingency (what the contingencies does for you the buyer).  Include text reference.  Include a copy of your chosen home listing and your offer in your folder.

During class when part 1 of the case study is due, you will negotiate your offer to purchase.  Present another team in class the listing of your final home choice and your offer.  If they counter-offer, you can accept or do your own counter-offer.  Hopefully, you and the “selling” team will come to a quick agreement.  The “selling” team should sign the offer as the sellers.  Put the completed offer to purchase and listing of the home in the pocket of your folder.

Part 1.  Getting Ready to Buy

  



                40 points   _______

	1. Family Decisions

a. Meaning of home explained according to Doyle (reference)

b. Financial issues worked out & plans for their money  (reference)


	6

(3)

(3)
	____

____

	2.   Prequalifying: 

d. By hand calculate 

· the rules of thumb for homes they can afford  (2)

· the maximum housing payment  (1)

· maximum debt load for the family (1)

· label each calculation, provide clear answers (reference)  (1)

e. Next, go to a web calculator.  

· Use appropriate income, debt, years, down payment  (1)

· Use 5.0% - 7.0% interest , 2.5% closing , 0.25 taxes & insurance (1)  

· Copy and paste the “input” page with the numbers you entered  (1)

· Copy and paste the page of results. (on-line reference) (1) 

f. Type a brief paragraph comparing the results of the web print out and your hand calculations
	12

(5)

(4)

(3)


	_____

_____

_____



	3.   Selecting a Home: 

d. Briefly list at least five preferences that your family is seeking in a home

e. Copy and paste information or listings on 3 separate homes (URL reference) 

a. Briefly write a creative evaluation of each home in terms of the family’s preferences 

b. Use the heading “evaluation” for each paragraph

f. Select the home that best meets their preferences.  

· Identify home selected and 

· Write a creative justification for the selection.

· Use the heading “justification” for this paragraph.
	10
(2)

(6)

(2)
	_____

_____

_____



	4.   Offer to Purchase:
c. Offer Overview and Contingencies 

· Briefly describe the offer decision process.  (1)

· List all the contingencies included in your offer  (2)

· Explain why each contingency was included (reference) (5)

d. Complete and include an “accepted” offer to purchase in folder pocket 
	12
(8)

(4)
	_____

_____


Developed by Sue R. Crull, Iowa State University, 2006

