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1

Session 2 –
Taking the Loan 
Application and 
Processing the Loan
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Legal Disclaimer

2

The materials included in this presentation are intended for general information 
only. This presentation is not intended to be complete or all-inclusive regarding 
the matters discussed herein, and nothing contained in this presentation is 
intended, or should be relied upon, as legal, accounting, compliance or other 
professional advice. 

Although MGIC believes the information set forth in this publication is generally 
accurate, the information may be outdated due to the rapidly changing nature of 
the residential mortgage industry, and MGIC does not warrant the accuracy, 
reliability or completeness of any information contained in this publication. 

The information in this publication is culled from a variety of business and 
mortgage industry sources. Attribution is given where deemed necessary. 
Opinions and insights expressed herein do not necessarily represent the views 
of MGIC.
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The Fundamentals 3-Part Series 
• Session 1:  Understanding The Mortgage Cycle and How Mortgage                        

Insurance (MI) Works

- The Mortgage Cycle & Key Players

- Regulatory Compliance

- What is MI? 

- Premium Plan Options

• Session 2:  Taking the Loan Application and Processing the Loan

- Loan Types & Programs

- Completing the Loan Application

- Processing the Loan

- Automated Underwriting

- Uniform Underwriting & Transmittal Summary (1008)

• Session 3:  Evaluating Credit, Capacity, Capital & Collateral

- Underwriting – 4 Cs 

- Credit, Capacity, Capital, Collateral
3
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Today’s Topics

• Taking the Loan Application

- Loan Types & Programs

- Completing the Loan Application

• Processing the Loan

- What’s involved? 

- Automated Underwriting

- Uniform Underwriting & 
Transmittal Summary

4
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Taking the Loan 
Application

THE FUNDAMENTALS OF THE 
MORTGAGE PROCESS

5
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I just want a house… 
How do I know what 

loan program 
to use? 

6
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Determine the Best Loan Program

• How important is payment certainty?

• How important is rapid equity buildup?

• Anticipate increasing income?

7
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Loan Types

• Conventional – loans NOT insured or 
guaranteed by the Federal Government 

- Conforming

- Nonconforming

• Government – loans insured or 
guaranteed by the Federal Government, 
i.e., FHA or VA
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Mortgage Loan Programs 

• Fixed-Rate Mortgage (FRM)
• Adjustable-Rate Mortgage 

(ARM)
• Balloon
• Temporary Buydown
• Interest-Only

9
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Fixed-Rate Mortgage (FRM)

Characteristics:

• Fixed interest rate – does not change

• Different loan terms available

- 15- & 30-year most popular 

- Shorter term = faster equity/payoff

• Fully amortized

• Offers borrowers comfort in knowing P&I will 
not change

• Most popular 
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Adjustable-Rate Mortgage (ARM)

Characteristics:

• Interest rate/payment may adjust

• ARMs offer initial interest rates lower than fixed-
rate mortgages

• Borrower Profile – Short-term ownership, higher 
potential for increase in income

• ARM considerations:

- Adjustment period

- Caps

- Index

- Margin
• Margin11
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Example: 3/1 ARM with 2/6 caps

12

• Years 1 – 3, interest rate is fixed (it will not change)
• Year 4, interest rate may adjust and adjust every year 

for the life of the loan

Adjustment Period (3/1):

• Annual adjustment maxed at 2% higher than prior 
year’s interest rate

• Life of loan adjustment maxed at 6%

Adjustment Caps (2/6):

• The 1-Year Treasury Bill Index used to determine 
interest rate adjustment

• Reflects current cost of money

Index:

• The lender’s cost of doing business; typically 2 or 3%
• Added to the Index to compute interest rate

Margin:
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Example: 3/1 ARM with 2/6 caps

ARM Parameters: 

Adjustment Period = Fixed for 3 years; may adjust 
annually thereafter

• Start Rate = 6.50%

• Interest Rate Cap = 2.00%

• Lifetime Cap = 6.00%

First adjustment (year 4) based on:

• Index: 1-Year Treasury Bill:  4.22%

• + Margin: 2.25%

• Fully Indexed Accrual Rate (FIAR): 6.47%

13
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What do you do with 
the information on my 

application and the 
documents I submit?… 
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4 Cs of Lending:

Credit
- Borrowers’ willingness to repay a loan 

Capacity
- Borrowers’ ability to repay based on the 

amount & stability of income

Capital
- Borrowers’ investment in the property from 

savings & other sources

Collateral
- Property’s value & marketability to provide 

adequate security for the loan based on an 
appraisal  

Qualify with Quality in Mind

15
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URLA – 6 Components

REQUIRED as APPLICABLE

Uniform Residential Loan 
Application (URLA)

REQUIRED for EVERY LOAN

16
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Uniform Residential Loan 
Application (URLA)

1 
Personal Info; 

Employment and 
Income

2 
Assets & Liabilities

3 
REO

4  
Loan & Property

5 
Declarations

6 
Acknowledgments 

& Agreements

9                                                
Loan Originator

7         
Military Service

8
Demographics
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Section 1: Borrower Information
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1a. Personal Information
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1a. Personal Information continued…
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1b. Current Employment/
Self-Employment and Income
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Ask Specific Questions Beyond:
“How much money do you make?”

• What did your W-2 report last year?

• How are you paid?

- Hourly, salary, commission…

• How often are you paid?

- Weekly, bi-weekly, semi-monthly…

• Do you own 25% or more of a business? 

- If yes – self-employed 

22
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1e. Income from Other Sources

√
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Section 2: Financial Information
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2a. Assets 
2b. Other Assets and Credits
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2c. Liabilities
2d. Other Liabilities and Expenses
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Section 3: Financial Information –
Real Estate

√
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3a. Property You Own 

√
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Section 4: Loan and Property 
Information
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4a. Loan and Property Information
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4b. Other New Mortgage Loans 
4c. Rental Income

√

√
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4d. Gifts/Grants
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L4. Qualifying the Borrower - Minimum 
Required Funds or Cash Back
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Section 5: Declarations
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Section 6: Acknowledgements
and Agreements
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Section 7: Military Service
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Section 8: Demographics
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Section 9: Loan Originator Information

38
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URLA – 6 Components

REQUIRED for EVERY LOAN

REQUIRED as APPLICABLE
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URLA - Lender Loan Information

L1. 

Property & Loan

L2. 

Title

L3. 

Mortgage Loan

L4.  

Minimum 
Required Funds 

or Cash Back

40
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L1. Property and Loan Information 
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L2. Title Information
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L3. Mortgage Loan Information
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L4. Qualifying the Borrower - Minimum 
Required Funds or Cash Back

44



4/7/2023

45

45

Supplemental Consumer Information Form 
Fannie Mae/Freddie Mac Form 1103

45



4/7/2023

46

URLA – 6 Components

REQUIRED as APPLICABLE

REQUIRED for EVERY LOAN
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Summary

• Loan Types & Programs

• Relationship of 4 Cs

• Asking Appropriate Financial 
Questions

• Importance of an Accurate Loan 
Application 

47
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THE FUNDAMENTALS OF THE 
MORTGAGE PROCESS

Processing the Loan

48
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8 Stages of the Mortgage Cycle

Origination
The loan application is completed.

Underwriting
The loan file is evaluated.

Secondary Market
Mortgages are bought and sold by 

lenders and investors.

Processing
The loan file is documented.

Servicing
Payments to third parties are 

collected.

Closing
Loan documents are signed; title 

is transferred.

Warehousing
Closed loans are temporarily held.

Delivery
Loans are packaged and shipped to 

an investor.
49
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Processing the Loan

• Data integrity

• Communication among all parties

• Gather & verify documentation

• Prepare & submit to underwriting

• Satisfy underwriting conditions 
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Documenting the Loan File 

• Standard documentation

- Verification of Employment (VOE)

- Verification of Deposit (VOD)

• Electronic documentation 

- Paystubs and W-2’s

- Bank Statements

• Third-party verification

- The Work Number, etc.

51
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The Loan File Checklist

 Assists with packaging loan for underwriting

 Check investor requirements

52
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Automated Underwriting (AU)

• Provides U/W recommendation based 
on loan data

• Streamlines processing & underwriting

• Most common AU systems:

- Desktop Underwriter (DU) 

- Loan Product Advisor (LPA)

53
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DU Findings 

• Risk/Eligibility 

• Potential Red Flags

• Findings

• Verification 
Messages/Approval 
Conditions

• Observations

• Underwriting 
Analysis Report 

54
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LPA Feedback

• Eligibility/Risk Class

• Mortgage Information

• Asset Information

• Feedback Summary

- Message categories
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Additional Automated Underwriting Resources

freddiemac.com                   fanniemae.com
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Uniform Underwriting & Transmittal Summary

Borrower & Property

Mortgage

Seller and Contact Info

Underwriting

57
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III. Underwriting Information 

58
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Qualifying Ratios 

Housing  Ratio=
Total Primary Housing Expense

Total Income

Total Debt Ratio=
Total All Monthly Payments

Total Income

Evaluate borrowers’ ability to repay the loan

Qualifying Ratios

15.04% Housing Ratio=$1,377.85/$9,161.00

27.16% Total Debt Ratio
=

$2,487.85/$9,161.00
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III. Underwriting Information 
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Loan-to-Value (LTV) Ratio 

Sales Price: $200,000

Appraised Value: $201,000

Mortgage Amount: $180,000

=  90% LTV
$180,000

$200,000

Use the lesser of the sales price or appraised value to

calculate the LTV
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Combined Loan-to-Value 
(CLTV) Ratio 

Sales Price: $200,000

Appraised Value: $201,000

1st Mortgage Balance:   $180,000

HELOC Credit Line:          $14,000

2nd HELOC Balance:       $  10,000 

=  95% CLTV
$180,000 + $10,000

$200,000
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HELOC Combined 
Loan-to-Value (HCLTV) Ratio

Sales Price:                    $200,000

Appraised Value:           $201,000

1st Mortgage Balance:  $180,000

HELOC Credit Line:         $14,000

HELOC Balance:              $10,000

=  97% HCLTV
$180,000 + $14,000 

$200,000
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Summary

• Importance of processing in origination 
cycle

• Documentation types

• Importance of AU systems in mortgage 
lending

• Uniform Underwriting & Transmittal 
Summary 
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Connect with us.

Twitter: mgic.com/twitter

MGIC Connects Blog: mgic.com/blog

LinkedIn: mgic.com/linkedin

YouTube: mgic.com/youtube

Facebook: mgic.com/facebook
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Thank You.
Visit us @ mgic.com
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