______________________________________________________________

HOMEBUYER'S

FINANCE GUIDE

and

PRE-APPLICATION KIT
As mortgage products

have proliferated, the task

of buying and financing your home,

whether for the first time or the last,

has become increasingly complex.  To help

guide you through the process please allow us

to provide this kit.  We have found that whether

you apply to us or another lender, using 

this kit will allow you to enjoy the most ease in your mortgage processing.

Good luck!!

The Home Buying Process
PRIVATE 
Select Real Estate Agent:  Your real estate Agent will help you to determine your needs, select an area, and understand the buying process.

1Step 1 - Beginning The Process

Among other things, your real estate agent will recommend a number of reputable lenders.  It is wise at this stage to request a "Pre-Qualification" which allows you to know how much mortgage loan you qualify for and what kind of loan best meets your needs.  There are many varieties of loans available, but in general you will select between the following types:

Conventional Loans:  Conventional financing is offered by almost every lender and are available to borrowers who make a down payment of 5% of the sales price or more. Loans up to 240,000 are referred to as "conforming" because they can be sold to Fannie Mae (Federal National Mortgage Association - FNMA) or Freddie Mac (Federal Home Loan Mortgage Corporation - FHLMC).  Loans over 240,000, are referred to as "Jumbo" or "Non-conforming" and are sold to private investors in the Secondary Mortgage Market.  When there is a down payment of less than 20%, Private Mortgage Insurance (PMI) is required.  The cost of this insurance varies depending on the amount of your downpayment and type of loan.  Qualification  Generally, lenders require that your proposed mortgage payment (including taxes and insurance) not exceed 28% of your income.  In addition, your total monthly debts, when combined with your proposed mortgage payment should not exceed 36% of your monthly income.

There are many varieties of conventional loans available; 30, 20 and 15 Year Fixed Rate, 5 and 7 Year Balloons, Growing Equity Mortgages, and Adjustable Rate Mortgages (ARMs) which generally offer a rate lower than prevailing fixed rates, but whose interest rate can change.  Your loan officer will review these with you in detail.

FHA Loans:  FHA (Federal Housing Administration) is a mortgage insurance program which allows lenders to make loans to borrowers with a smaller down payment.  It is intended to provide "First Time" or lower income homebuyers financing to purchase moderately priced housing.  In the Washington, DC area the maximum FHA loan is $198,500.  Condominiums and newly constructed homes must be prior approved by FHA in order to obtain this financing.  Qualification:  Like conventional loans, FHA establishes a maximum percentage of your gross income which you can devote to your mortgage payment (29%) and towards total debt (41%).  FHA will insure 30, 20 and 15 year Fixed Rate Mortgages as well as a 1 Year ARM. 

VA Loans:  VA (Veteran's Administration) is a loan guarantee program.  The VA will guarantee your loan in the same way a co-signer would help to promise to repay.  Ordinarily your entitlement must be fully in place (not tied in to another house) before you can be considered to have full entitlement. The maximum VA Loan is 203,000.  Qualification:  The total debt to income ratio is 41% (no housing expense ratio).  There is significant flexibility in this as the VA's Philosophy in underwriting is "let's get the veteran into the home".

PRIVATE 
Making an Offer:  Your offer contract specifies contingencies like financing and home inspection.  It also specifies the downpayment, settlement time frame, and the costs you are asking the seller to pay.

2Step 2 - Writing the Contract

Once you have been pre-qualified, you can go ahead and find a home you like.  Your Real Estate Agent will help you present an offer which will set forth the sales price, how much your down payment will be, what the terms of the financing are and whether the seller will assist you with your closing costs. 

Your downpayment will be determined, in part, by the kind of financing you select.  You are generally required to deposit a portion of the downpayment with your contract.  This is referred to as an "Earnest Money Deposit" and represents your good faith in presenting an offer.  However, this is not the only cost associated with your home purchase.  You will also have closing costs.  There are 4 basic components of closing costs:

1.
"Hard" Closing Costs:  These are transaction costs borne by the purchaser which will not generally vary from transaction to transaction.  These include the attorney's fees, title review and title search, survey, document preparation, appraisal and credit report charges, notary and courier charges, municipal recording charges, title insurance, and termite inspection.  These will amount to about $1,500.

2.
State and Local Taxes:  These are the transfer and recordation  taxes and other charges levied by states and municipalities.  In Maryland these charges range from 2% - 2.5% of the sales price and may be borne by the purchaser entirely or shared by both buyer and seller.  In Virginia, the fee is $2 per $1,000 of the sales price and loan amount combined and is generally paid by the purchaser.  In the District of Columbia, Transfer (1.1% of Sales Price) and Recordation Tax (1.1% of Sales Price) are shared between purchaser and seller.

3.
Loan Fees:  Commonly known as points, loan origination fees and discount fees, these will vary depending on your interest rate.  For instance, a lender may offer a 30 year fixed rate at 10% with no points or at 9.25% for 3 points.  A point is 1% of the loan amount. 

4.
Prepaid Items:  As the term implies, a prepaid item is something paid for at closing which will come due in the future.  Pro-rated real estate taxes, homeowner's and flood insurance, PMI, and interim interest are among the most common prepaid items.

PRIVATE 
Offer Acceptance:  Your offer, now accepted, becomes a contract.  This starts the process of making the home yours.  Now you need to order a Home Inspection (Go along.  It is a very informative process.) and order the title search and survey through the Settlement Agent or Attorney. 

3Step 3 - Your Contract is Accepted

The Loan Application Process
This Pre-Application Kit will help speed your loan application process.  It cannot be overstated how important it is to collect all of the information required on the application checklist prior to your appointment with your loan officer.  With certain types of loans (FHA/VA) the lender must independently verify the information stated on the application.  This process can take 45-60 days.  But with the information given at application, your loan can be approved in a matter of days.  

1.
Meet with Loan Officer  Bring your completed Pre-Application and all of the supporting documentation requested on your 72 Hour Complete Application Checklist.

2. 
Lender Orders Appraisal  The appraisal must support the price you are paying.  Usually takes 5 - 10 days.

3.
Lender Orders Credit Report  The credit bureau will call you to confirm basic information, expect the call.

4.
Obtain Mortgage Approval  Once the Credit Report, Appraisal and all application documents are received, the lender can submit the loan for approval.  The loan decision is made by either an underwriter, a loan committee or an investor.  Usually takes 3 - 5 days.  However, if independent confirmation of any facet of your application is required, as on FHA or VA loans, and certain conventional loans, the process can easily take 45 - 60 days.

PRIVATE 
Settlement Preparations:  Mortgage Approval means you must begin to prepare for settlement.  Buy a homeowner's insurance policy, a termite report, contact utility companies, and arrange a pre-settlement walk-through.

4Step 4 - Get Ready for Settlement!

Congratulations!  Your loan is approved.  But before you own your home there are a number of important steps before you can proceed to settlement.  Once again, your Real Estate Agent will help you in this regard.

Buy Your Homeowner's Insurance Policy:  Your Insurance must cover the loan amount.  You must provide your lender with the original copy of the insurance policy and a paid receipt well in advance of closing. (1-2 Weeks).

Arrange for Inspections:  All lenders will require a termite inspection to assure the property is free of wood destroying insects.  This is true even if the property is a condominium.  A Well & Septic inspection is required if the property is serviced by a well or septic field.  New Construction properties must be inspected by the municipality for code compliance.  The property appraiser will also want to see that the house has been completed  according to the plans that were provided.

Settlement Agent Prepares Title Work:  The settlement attorney, escrow/closing agent, title company or escrow company will prepare a report on the title to the property for you and the lender.  In addition, they will procure a location survey to assure that property lines haven't been violated.  The lender must receive all closing documents no less than 3 - 5 days prior to closing.

PRIVATE 
The lender has sent loan instructions, the Title Company has prepared the title work, you have inspected the property again, and it is time to prepare to move in and enjoy the pride of homeownership.  Congratulations!

5Step 5 - Settlement Day!

A happy conclusion to the process is at hand.  The lender, Real Estate Agent, and settlement agent have all worked hard to help get you to this point.  The process is fairly standard, but before keys are exchanged, the following steps must occur.

Lender Sends Loan Instructions to Settlement Agent:  The lender will not normally go to settlement, but sends closing instructions to the settlement agent who will prepare a settlement statement. This is an exact summary of the costs of the transaction.  Once prepared, the settlement statement, will show exactly what you will be required to pay at closing.  You must always bring a certified check for the remainder of your downpayment (if any) and closing costs.  Make sure that you leave yourself enough time (2 hours) for a satisfactory review of all documents at the closing table.  

Now that you are a homeowner, we are pleased to join you in the pride of homeownership and the satisfaction it brings.

PRE-APPLICATION KIT

Complete this form and provide the information requested on the Completed Application Checklist to expedite your approval Process.
PRIVATE 
Personal Information


BORROWER
C0-BORROWER

Name__________________________________

Social Security Number____________________

Age ___________
    Years of School _______

Current Address ______________________________________

City________________ State _____ ZIP______

Own[     ]  Rent[     ] Years at ____________

Telephone Number_______________________

(If at this address for less than 2 years please provide addresses and dates for full 2 Years)
Previous Address ______________________________________ City________________ State _____ ZIP_____

Own[     ] Rent[     ]  Years at _________

Marital Status [ ] Single [ ] Married [ ]Separated

Childrens' Ages ____, ____, ____, ___
Name__________________________________

Social Security Number_____________________

Age ___________
    Years of School ________

Current Address _______________________________________

City________________ State _____ ZIP_______

Own[     ]  Rent[     ] Years at ____________

Telephone Number________________________

(If at this address for less than 2 years please provide addresses and dates for full 2 Years)
Previous Address _______________________________________ City________________ State _____ ZIP_______ 

Own[     ] Rent[     ]  Years at _________

Marital Status [ ] Single [ ] Married [ ]Separated

Childrens' Ages ____, ____, ____, ____

Employment Information


Current Employer

______________________________________

Address________________________________

City ______________ State ​​​​______ ZIP_______

Work Telephone _________________________

Hire Date ___________________ 

Title/Position____________________________

Years Employed in this line of Business ______

Base Income $_________ [   ]Yr. [   ] Mo. [   ] Hr.

Other Income $___________ 

Source_________________________________

(Note:  If you are commissioned, self-employed, or have any income, including rental income, which is variable in nature you will be required to provide 2 years Federal Tax Returns, and year to date income and expense summary.)
If employed in current job for less than 2 years, please provide previous employers for a two year period.
Previous Employer ______________________________________

Address________________________________

City _______________ State ____ ZIP________

Telephone Number_______________________

Dates Employed (From) _______ (To) ________

Position/Title ____________________________

Income $____________
Current Employer

_______________________________________

Address_________________________________

City ______________ State ​​​​______ZIP________

Work Telephone _________________________

Hire Date ___________________ 

Title/Position_____________________________

Years Employed in this line of Business ______

Base Income $_________ [   ]Yr. [   ] Mo. [   ] Hr.

Other Income $___________ 

Source_________________________________

(Note:  If you are commissioned, self-employed, or have any income, including rental income, which is variable in nature you will be required to provide 2 years Federal Tax Returns, and year to date income and expense summary.)
If employed in current job for less than 2 years, please provide previous employers for a two year period.
Previous Employer _______________________________________

Address_________________________________

City _______________ State ____ ZIP_______

Telephone Number________________________

Dates Employed (From) _______ (To) ________

Position/Title ____________________________

Income $____________

Assets & Liabilities
This section of your application is designed to evaluate the sufficiency of your assets to consummate the transaction and the impact of other obligations on your ability to repay the loan for which you have applied.

PRIVATE 
ASSETS
Bank Accounts (Checking, NOW)
Institution

Account #

Balance

______________
______________   _______

______________
______________
______

______________
______________
______

______________
______________
______

Savings Accounts (Statement, CD, Money Market)
Institution

Account #

Balance

______________
______________
______

______________
______________
______

______________
______________
______

______________
______________
______

Stocks & Bonds (Including Broker Accounts)
Security or Broker
# Shares/Acct #
Value

______________
______________
______

______________
______________
______

______________
______________
______

Life Insurance
Face Amount ____________Value ___________

Retirement  (401k, IRA, CSA, Etc.)___________
LIABILITIES
List all Loans, Charge Accounts, Revolving Debts, Credit Cards, Installment Loans
Institution

Account #
       Balance





       Payment

______________
______________    _______

______________
______________
_______

______________
______________
_______

______________
______________
_______

______________
______________
_______

______________
______________
_______

______________
______________
_______

Real Estate Loans
Institution

Account #

Balance





          Payment

1.____________
______________
_______

2.____________
______________
_______

3.____________
______________
_______

Landlord
(For Past 12 Months)

______________
______________
_______

Name 

           Address
           Payment

Phone # ______________ 

PRIVATE 
Real Estate Schedule (Attach Separate Schedule if more appropriate)







Property Address
Sold/ Rent
Property Type
Market Value
Mortgage

Balance
Rental Income
Taxes & Insurance

1.







2.







3.







ListYear Make & Value of Autos:          ________________________________________________

List Other Property: _______________________________________________________________
Borrower's Certification and Authorization
Certification
The undersigned certify the following:


I/We have applied for a mortgage loan from  ________________________________  In applying for the loan, I/we completed a loan application containing various information on the purpose of the loan, the amount and source of the downpayment, employment and income information, and assets and liabilities.  I/We certify that all of the information is true and complete.  I/We made no misrepresentations in the loan application or other documents, nor did I/we omit any pertinent information.


I/We understand that  ________________________________ reserves the right to change the mortgage loan review process to a full documentation program.  This may include verifying the information provided on the application with the employer and/or financial institution.


I/We fully understand that it is a Federal crime punishable by fine or imprisonment, or both, to knowingly make any false statements when applying for this mortgage, as applicable under the provisions of Title 18, United States Code, Section 1014. 

Authorization to Release Information
To Whom It May Concern:


I/We have applied for a Mortgage Loan from  ________________________________  As part of the application process,  ________________________________ may verify information contained in my/our loan application and in other documents required in connection with the loan, either before the loan is closed or as part of its quality control program.


I/We authorize you to provide ________________________________, and any investor to whom  ________________________________ may sell my mortgage, any and all information that they request.  Such information includes, but is not limited to employment history and income; bank, money market, and similar account balances; credit history; and copies of income tax returns.


 ________________________________, or any investor that purchases the mortgage may address this authorization to any party named in the loan application.  


A copy of this authorization may be accepted as an original.


Your prompt reply to  ________________________________, or the investor that purchased the mortgage is appreciated.

________________________________

________________________________

Borrower's Signature




Social Security Number

________________________________

________________________________

Borrower's Signature




Social Security Number

________________________________

________________________________

Borrower's Signature




Social Security Number

________________________________

________________________________

Borrower's Signature




Social Security Number

COMPLETED APPLICATION CHECKLIST

Use this Checklist to assure that you have provided all the information necessary to approve your loan application.

____
1.
For Purchases 1.) Fully Ratified Sales Contract and all Addendums




Purchase Price:________________________________________




Loan Amount Requested: _______________________________




Real Estate Agent Name & Number:_____________________________________________




For Refinances 1.)  Copy of Deed, Survey & Title Insurance Policy




2.)  Homeowner’s Insurance




3.)  Most recent Statement from current Lender(s) 

____
2.
Most Recent 30 days’ Paystubs

____
3.
Last Two Years’ W-2’s or 1099’s

____
4. 
Last Two Years Complete, Ratified Federal Individual and Corporate Tax Returns (if self-



employed  or commissioned, if income is variable, or if any rental property is owned)

____
5.
Year to Date Profit and Loss (Income/Expense) Statement, within 90 Days (if self-employed)

____
6.
Current, Ratified One Year(s) Lease(s) for Investment Properties

____
7.  
Proof of any Other Sources of Income

____
8.  
Three Months Most Recent Bank Statements (please include all accounts even if not being utilized, including managed stock funds, CDs, checking, savings, mutual funds, stocks - all pages are  required)

____
9.
Gift Letter, Proof of Donor's Ability to Give, Proof of Receipt and Deposit of Gift Funds with new balance in recipient's account.

____
10.
Proof of of Any Other Source of Assets needed to Complete Transaction (i.e., sales contract current home, wire advice for transferred funds, liquidation confirmation, or other documentation)

____
11.
Relocation Agreement and Benefit Summary (if Applicable)

____
12.
Mortgage/Rental Payment History (12 Month Cancelled Checks, Computer Generated Printout of Payments, or Letter of Reference)

____
13.  
Child Care Statement, Divorce Decree, Separation Agreement (ratified), and Proof of any Other Liabilities

____
14.  
Car Title for Cars less than 4 Years Old (With no Loans Outstanding).  Deed of Release for Real Estate Owned with no Lien

____
15.  
Check For Application fee in the Amount of $360.00.  This non-refundable application fee will be credited towards closing costs ($300 - Appraisal / $60 - Credit Report - actual fees may be higher or lower).  Lock-in, Float Down Option Requires 1/2 Point Application Deposit.

PRE-APPROVAL PROCESS
1.)
Complete the Pre-Application Kit (does not have to be typed) and fax back to 301-738-6523


This begins your pre-approval process

2.)
Assemble applicable documents requested on checklist and forward via overnight mail

3.)
Firm Loan Approval issued within 72 hours of receipt of documents

4.)
Formal Application documents will be mailed to you upon receipt of documents.  Sign & Return.

5.)
Upon ratification of sales contract, appraisal is ordered and closing preparations are made

Your Advertisement Here

Pre-Qualification Worksheet




TO DETERMINE MAXIMUM LOAN AMOUNT:  Working backwards from income to determine maximum loan amount requires examining whether the front or back ratio is the limiting qualifying factor.  To determine this

1.)  Multiply Total Monthly Income (#3) by 28%.  Enter Result as Total Housing Payment (#1)

2.)  Multiply Gross Monthly Income (3) by 36%.  Enter Result as Total Monthly Obligations (#2).  Deduct all debts.  Enter Result as Total Housing Payment.

3.)  The smaller of these two numbers is the maximum PITI.  Subtract all components (taxes, ins, etc.) from the smaller number.  Result is Maximum P&I.  Divide this number by the factor from the table and multiply by $1,000 to arrive at maximum loan amount.
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1. PROPOSED MONTHLY PAYMENTS

2. TOTAL MONTHLY OBLIGATIONS

First Mortgage P & I 

$

Housing Payment (#1)

$

Second Mortgage P & I

$

Other Mortgages (Rent Income-

Mo. Hazard Insurance

$

    Payments = Negative) 

$

Mo. Real Estate Taxes

$

Auto Loans

$

Condo/Association Fees

$

Other Installment Loans

$

Mortgage Insurance(PMI)

$

Charge Card (5% of Balance)

$

TOTAL HOUSING PAYMENT

$

Other Monthly Payments

$

TOTAL MONTHLY OBLIGATIONS 

$

3. FRONT RATIO CALCULATION

4. BACK RATIO CALCULATION

(#1) Total Housing Payment 

(#2) Total monthly obligation divided by

divided by(#5) Total Income

___________%

(#5) total income

_________%

5. MONTHLY INCOME

6. DOWN PAYMENT

Borrower

Co-Borrower

Down Payment

$

Base Income

$

$

Closing Costs

$

Other Income

$

$

Less Seller Contribution

$

Total Income

$

$

Total Cash Required

$
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Example 1:

Example 2:

Step 1:

Monthly Income

4000.0

Step 1:

Monthly Income

4000.0

Housing Ratio

0.28

Housing Ratio

0.28

Maximum PITI

1120.0

Maximum PITI

1120.0

Step 2:

Monthly Income

4000.0

Step 2:

Monthly Income

4000.0

Max. Total Debt

0.36

Max. Total Debt

0.36

1440.0

1440.0

Less Debts

-100.0

Less Debts

-400.0

Maximum PITI

1340.0

Maximum PITI

1040.0

Step 3:

Smaller of 1 & 2

1120.0

Step 3:

Smaller of 1 & 2

1040.0

This is Maximum PITI

This is Maximum PITI


