
butions, incentives or conces-

sions on or after closing.  The 

affidavit defines the above as 

cash payments or gifts to the 

buyer, payment of closing 

costs, payments made for 

taxes, decorating allowance, 

HOA dues related to the prop-

erty, and any money made to 

buyer after closing for mort-

gage payments or rental pay-

ments.  The affidavit further 

states that any misrepresenta-

tion of the facts may result in 

civil and/or criminal penalties 

including but limited to fine 

or imprisonment or both.   

Title companies are under 

rigorous scrutiny by both the 

lender and the Department of 

Housing and Urban Develop-

ment to ensure that the above 

requirements are met.  Be 

aware that all concessions 

must be approved by the 

lender and disclosed on the 

settlement sheet.  If you are 

aware of these requirements 

prior to negotiating the con-

tract, you will less likely not 

leave money at the settlement 

table.  Remember, the Seller 

can agree to thousands of 

dollars in closing costs, but 

some of those dollars may 

remain at the table if the 

amount exceeds Lender speci-

fications. 

For sample lender affidavits 

for seller contributions and 

concessions contact your local 

Lakeview Title Company 

Office.  You may be surprised 

at the detail required. 

With the slowing real estate 

market, not only are buyers 

aggressively negotiating sales 

price, but seller closing cred-

its as well.  Problems occur 

when the seller concessions 

exceed the amount allowable 

by the new lender.  

Usually the  seller concession 

is part of the initial contract, 

and is worked into the loan 

program.  Lenders will use 

the seller concessions first 

toward buyer closing costs 

and prepaid items.  If the con-

cession exceeds the buyers 

closing costs, the lender can 

use the additional money to-

ward discount points to lower 

the buyerôs interest rate. 

Often, however, issues arise 

during the walk through.  In 

many instances, buyers and 

sellers would rather negotiate 

a credit at closing to resolve 

the outstanding issues. The 

lender, however, needs to be 

aware of and approve this 

credit as well.  An addendum 

must be signed by both buyer 

and seller and sent to the 

lender for approval.  This can 

delay settlement if the loan 

has to go back through the 

underwriting process.   

The problem arises when this 

credit exceeds the allowable 

credit approved by the lender.  

If this is the case, the seller 

will have to put the money in 

escrow with the title company 

until the repairs are complete.  

If the loan is an FHA or VA 

loan, however, any out-

standing repair issues are usu-

ally not allowed by the lender 

and must be made prior to 

closing. 

Post settlement occupancy 

credits can also create a prob-

lem for the buyer.  Since this 

is money that is given to the 

buyer by the seller, it must 

appear on the settlement 

sheet.  If a rent back is part of 

the contract, it has to be sent 

to the lender for approval 

prior to settlement.  If it is not 

part of the original contract, 

then the lender must approve 

of the rent back prior to clos-

ing.   The money received for 

a rent back is taken into con-

sideration when calculating 

maximum allowable seller 

concessions.  In addition, the 

buyer is required to sign sev-

eral affidavits stating he in-

tends to occupy the property 

with 30 to 60 days after settle-

ment.   

Lenders are aware of and are 

taking steps to eliminate un-

disclosed seller concessions.  

Many lenders are requiring 

that the buyer sign an affida-

vit at closing that specifically 

states the buyer has not re-

ceived any additional contri-
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Baltimore Cityôs new owner occupied 

transfer tax credit. 

Industry Events & News 

Itôs real estate tax time, how will this 

affect your clients? 
Every year in Maryland 

when July 1st closes in the 

questions arises, ñHow will 

this effect my closing 

costsò  The true answer to 

this is that it does not effect 

ñcostsò whatsoever.  Dur-

ing this time of year when 

tax bills are coming out and 

large lump sums of money 

are being held by title com-

panies to pay these bills 

there is some confusion.  

This we can hold true, that 

the tax bill on a property 

does not change whether 

you are paying into your 

escrow account or paying a 

lump sum on a settlement 

sheet.   

When sitting at settlement 

with your clients or when 

preparing for settlement 

pay close attention to the 

escrow section (1000 Sec-

tion) of their fees.  Here 

you will see how many 

months of taxes the lender 

is collecting to pay taxes.  

If the lender is collecting 

less than 6 months of taxes 

and the title company is not 

collecting the 1st half bill 

there will be a shortage.  Or 

vice versa if the escrow is 

collecting 8-12 months of 

taxes and the title company 

is also collecting taxes your 

client is probably being 

overcharged.   

Frederick County Association of Realtors Golf for Charity Tournament 

that occurred on June 4th raised around $12,000 for local charities! 

MAR Conference this year is September 9thð13th in Ocean City Mary-

land.  Mark your calendars and come visit us at the shore!   Keep an eye out 

for invitations to our exclusive party! 

 

in the property for at least 7 

of 12 months in the year).  

If both is true then the first 

$22,000 of the considera-

tion payable will be exempt 

from Baltimore City Trans-

fer Tax.  There is a new 

form that is to be signed by 

the buyer under oath that 

they will reside in the prop-

erty immediately following 

the settlement as their prin-

cipal residence.  This is 

very similar to the present 

exemption that allows for a 

$22,000 consideration ex-

emption for the State 

Transfer Tax except for the 

limit on consideration/

purchase price.  Credit is 

applied on all transactions 

after July 1st, 2007. 

The Baltimore City Coun-

cil passed a new bill to pro-

vide a new exemption from 

the Baltimore City Transfer 

Tax.  This credit only ap-

plies where the considera-

tions for the property is less 

than $250,000 and where 

the buyer will actually oc-

cupy the property as their 

principal residence (living 

L a k e v i e w sð A p r i l  2 0 0 7  Contact Lakeview at:    Columbia: 410-992-4447    Frederick: 301-696-8877 


