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Introduction
It all starts with the dream of owning a home. Consumers will often turn 
to you, the loan originator, for help turning that dream into a reality.

Consumers look to you, a member of the mortgage industry, for 
expertise and guidance as they navigate the mortgage process. But 
where can you go for guidance?

At MGIC, we know how many steps, people, processes and rules are 
involved in the whole Mortgage Cycle. And we know that in today’s 
constantly evolving and heavily regulated market, it’s more important 
than ever to stay on top of changes. That’s why we prepared this 
program: The Fundamentals of the Mortgage Process.

Fundamentals breaks down the main components of the mortgage 
process, and explores and explains each piece. We’ll walk you through 
everything from loan origination and closing  to servicing and selling. 
You’ll also learn how The 4 Cs of the mortgage industry – Credit, 
Capacity, Capital and Collateral – can help determine whether a 
consumer will be a successful homeowner.

Once you have completed this course, you can better position yourself 
as an expert to your customers. You’ll have the preparation and 
confidence to successfully:

• Explain to consumers how The Four Cs will affect their ability to 
purchase and own a home

• Preapprove and prequalify consumers
• Help consumers understand their loan options
• Guide consumers through the loan application process
• Process loans in order to make faster, prudent underwriting 

decisions

The mortgage business is a risk-based business. But the more you know 
and understand about the process, the more you can help minimize 
that risk for your company and your customers – and the more it will 
increase your success as a mortgage professional. We’ve put all the 
information you need in a convenient, easy-to-read package.

If you have questions about any of the information presented in The 
Fundamentals of the Mortgage Process, please contact your MGIC 
account representative, mgic.com/contact.
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Symbol Key
We use the following icons 
throughout the Fundamentals 
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shortcuts that will help you better 
understand the mortgage cycle.

Dictionary: Industry 
jargon and acronyms 
explained

File It: Important 
documents you must 
include in the loan file

Take Note: Information, 
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that can make your job 
easier
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to the topic at hand 
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Loan Types and 
Programs
Your borrowers have found a home, 
and they’ve come to you for financing. 
That brings us all to the first stage in 
the Mortgage Cycle, Origination (see 
page 54). 

The first step in the origination process 
is helping borrowers select the best 
loan for their circumstance.

At the end of this section, you will be 
able to:

• Distinguish the difference between 
loan types

• List factors to determine the best 
loan program for your borrowers

• Discuss important terms and 
considerations relative to 
adjustable-rate mortgages (ARMs)

Throughout this book:

• The term “you” refers to a mortgage 
professional, loan officer, loan 
originator, underwriter or processor

• “Borrowers” refers to both multiple 
borrowers or a single borrower

Helping Borrowers 
Understand Their Loan 
Options
There are no shortcuts to homeownership, for either 
mortgage professionals or borrowers.

As a mortgage professional, you can make a real difference 
to borrowers and their success as homeowners. By 
becoming familiar with the various loan types and programs, 
you can create different loan scenarios for them and help 
identify the best mortgage financing option.

Once borrowers understand their options, along with 
the benefits and drawbacks, they can make an educated 
decision. As you guide borrowers to a thoughtful choice, 
they will begin to see you as a Trusted Advisor.

Loan Types
Conventional loans are NOT insured or guaranteed by the 
federal government. They fall into 2 categories: 

 x Conforming loans meet all requirements to be eligible for 
purchase or securitization by an investor, such as Fannie 
Mae or Freddie Mac

 x Nonconforming loans feature some aspect – loan 
amount, loan-to-value (LTV) ratio, term, etc. – that 
exceeds investor limits. A jumbo loan – one that exceeds 
Fannie Mae/Freddie Mac’s maximum loan amount limit – 
is an example of a nonconforming loan

 Conventional loans with a down payment less 
than 20% require private mortgage insurance, 
also called “PMI” or “MI.” MI provides protection 
that allows lenders to make more loans with high 
LTVs and require less money down.

Government loans are either insured or guaranteed by a 
federal government agency such as the Federal Housing 
Administration (FHA),  US Department of Veterans 
Affairs (VA) or the US Department of Agriculture Rural 
Development (USDA-RD).

For our purposes, we’ll focus on conventional loans.



3

 
Notes
Loan Program 
Characteristics
In addition to loan types, loans are further 
categorized into loan programs. 

As a mortgage professional, familiarity with 
unique details of the programs your company 
offers is essential. In the following table, 
we’ve highlighted characteristics of the most 
commonly offered loan programs. 

To help determine the best loan program for 
your borrowers, consider the following:

How important is payment certainty? If 
knowing their principal and interest (P & I) 
payment will be the same every month is 
important, borrowers may want to consider a 
fixed-rate mortgage.

How important is rapid equity buildup? 
If building home equity fast is a factor, 
borrowers may want to consider a shorter 
amortization period, such as a 15-year, fixed-
rate mortgage.

Do the borrowers anticipate increasing 
income? They may want to take advantage 
of a lower initial interest rate on an ARM or a 
temporary buydown – expecting their income 
increase to offset any increase in their 
mortgage payment.

Other factors to consider include:

 x The borrowers’ ability to qualify at market 
rates for the loan amount selected

 x How long they plan to live in the home 
they’re purchasing

 x Where market rates stand – high versus 
low

 x The possibility of significant changes in 
interest rates

 x Up-front costs, such as application or 
processing fees

Loan Program Characteristics

15- and 30-Year  
Fixed-Rate 
Mortgages

 x The interest rate does not change
 x Principal and interest (P & I) payments do not 

change
 x These loans fully amortize over a defined period 

of time and are paid in full at the end of the loan 
term

 x Fixed-rate mortgages are the most popular 
mortgage

 x Different loan terms are available (15- and 30-year 
terms are the most common)

 x The shorter the term, the faster borrowers are 
able to build equity and pay off the loan

Balloons  x The P & I payment and interest rate do not 
change

 x The borrowers make regular monthly P & I 
payments based on a 30-year amortization, while 
the unpaid balance (balloon) is due at the end of 
a shorter, predetermined term, typically 5, 7 or 10 
years

 x The interest rate is typically less than those for 
fixed-rate loans

 x Most borrowers anticipate refinancing or selling 
prior to the end of the balloon term

Temporary  
Buydowns

 x The borrowers or seller may pay a percentage to 
temporarily “buy down,” or decrease, the interest 
rate

 x The decreased interest rate reduces the monthly 
payment

 x The interest rate/payment is typically reduced for 
1, 2 or 3 years

Interest-Only 
Mortgages

 x There are no reductions to the principal amount
 x There is no provision for negative amortization
 x Payments may increase up to an amortized 

amount, but the loan balance itself does not 
increase

 x Generally, interest-only payments are limited to 
the first 5, 10 or 15 years of the loan. After that, the 
loan is amortized for the remainder of its term

Adjustable-Rate 
Mortgages 
(ARMs)

 x There is potential for the interest rate/payment to 
fluctuate

 x ARMs transfer to borrowers a portion of the risk 
associated with a changing economy and help 
lenders cover the cost of lending

 x In exchange for sharing the risk, ARMs offer 
borrowers substantially lower initial interest rates 
than those for fixed-rate mortgages

 x The lower initial interest rate reduces the monthly 
payment
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Example: 3/1 T-Bill ARM with 2%/6% caps

Adjustment Period:

 x The initial fixed period is 3 years, 
during which the interest rate will not 
change. The adjustment period is 1 
year, meaning the rate will be adjusted 
annually for the life of the loan

Adjustment Caps:

 x Each annual adjustment is capped at 
a 2% interest rate increase from the 
prior interest rate

 x The maximum lifetime interest rate 
cap over the initial interest rate is 6%

Index:

 x In this example, increases or 
decreases to the 1-year T-Bill 
index will determine interest rate 
adjustments

Margin:

 x The margin will be based on the 
lender’s cost of doing business, 
typically 2% or 3%. Lenders add 
this amount to the index to 
compute the ARM interest rate

Important Terms 
and Considerations 
of ARMs
Adjustment Period:

 x It’s the interval between potential 
interest rate adjustments

 x You may see an ARM described as a 
3/1 ARM, 5/1 ARM or 3/3 ARM. The first 
number reflects the initial fixed period 
during which the interest rate will not 
change. The second number reflects 
how often adjustments can be made to 
the rate after the initial fixed period

Adjustment Cap:
 x It limits interest rate/payment increases

 x It’s usually based on a dollar amount or 
a percentage – most commonly 1% or 
2% per year and 5% to 6% over the life 
of the loan

Index:
 x It determines increases or decreases to 

an ARM’s interest rate

 x It’s based on published, independent 
indices, such as Treasury Bills (T-Bills) 

 x It reflects the current cost of money

Margin:
 x It represents the lender’s cost of doing 

business, typically 2% or 3% 

 x The lender adds the margin to the index 
to compute ARM interest rates

 x Once set, it does not change over the 
life of the loan

Negative Amortization:
 x It occurs when interest rate 

adjustments, in combination with 
payment caps, don’t cover monthly 
interest due

 x It adds unpaid interest to the principal 
balance, increasing the total amount 
due

 x Generally, it’s not an option offered in 
today’s market
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The Loan App
Once you’ve landed on the best loan 
program for your borrowers, you’re 
ready to take the next step in the 
origination process, completing their 
application for mortgage financing.

The loan application, commonly called 
“the Loan App” – is the framework for 
your borrowers’ mortgage loan file. It 
guides you to the information you need 
to determine whether they are worthy 
candidates for a mortgage, based on 4 
critical areas of mortgage risk – Credit, 
Capacity, Capital and Collateral – 
called “The 4 Cs.” 

We’ll walk through the Loan App, 
discuss how it relates to The 4 Cs and 
highlight information you need to 
know in order to arrive at an informed, 
prudent decision.

At the end of this section, you will 
understand:

• How The 4 Cs apply to the loan 
process and the borrowers’ financial 
standing

• How the Loan App is constructed 
and which components you need to 
complete

• The importance of good 
communication with your 
borrowers to avoid potential delays 
and obstacles involved in finishing 
the Loan App

• The information and supporting 
documentation requested on the 
Loan App

• Where to add more detail as 
necessary to create a thorough 
profile of the borrowers’ financial 
standing

Qualifying with Quality  
in Mind
As mortgage professionals, our shared goal is to qualify 
as many borrowers as possible without compromising the 
assets of the lender or the investor and, above all, without 
compromising the borrowers’ ability to successfully maintain 
homeownership.

Generally, the principles of the mortgage industry’s Four Cs 
apply: The borrowers’ Credit, Capacity, Capital and Collateral 
are represented in the information on their Loan App and 
in the documentation you gather to measure, support and 
substantiate their financial standing and the property’s 
value.

The presence of a high-risk factor in any one of these 
categories doesn’t necessarily threaten successful 
homeownership. But when a number of interrelated high-
risk characteristics are present without sufficient offsets or 
compensating factors, their cumulative effect increases the 
likelihood of default. 

The 4 Cs

Credit: The borrowers’ willingness to repay the 
loan based on their prior use of credit

Capacity: The borrowers’ ability to repay based 
on the amount and stability of their income

Capital: The borrowers’ investment in the 
property from savings and other sources

Collateral: Whether the property’s value and 
marketability provide adequate security for the 
loan

We need to measure how the borrowers’ loan file stacks 
up against The 4 Cs in order to make a thoughtful, prudent 
decision to approve or deny a loan or to suspend it for 
additional information.
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A Little Background on the  
Loan App
The Loan App document, officially called the Uniform 
Residential Loan Application (URLA), is published jointly by 
Fannie Mae and Freddie Mac. Fannie Mae calls it Form 1003 
(pronounced ten - oh - three); Freddie Mac, Form 65. It’s a 
standardized document that’s been in use for more than 20 
years in all US states and territories. The Loan App received 
a complete makeover, effective January 2021.

There are several components to the Loan App. The 
information you need to collect will depend on the number 
of borrowers, their marital status and amount of information 
needed to complete the Loan App. While borrowers can 
complete some of the form themselves, it may be your 
company’s policy to complete the actual document while 
guiding them through the form during a phone, web or in-
person interview.

The Loan App comprises the following components:

 x URLA: Collects the borrower’s personal, income and 
financial information for consideration for qualifying and 
also information pertaining to the loan and the property

 x URLA — Additional Borrower: Collects information 
for additional borrowers whose income and financial 
information is under consideration for qualifying

 x URLA — Lender Loan Information: Collects details about 
the loan transaction

 x URLA — Unmarried Addendum: Collects information 
for borrowers who select Unmarried on the URLA and/or 
URLA — Additional Borrower forms

 x URLA — Continuation Sheet: Provides space for 
additional information

 As of publication of this book:
 · The GSEs were in the process of developing a 

Voluntary Consumer Information Form (VCIF) 
to collect language preferences from the 
borrower

 · The VCIF will be voluntary for lenders to use (all 
or in part) at their discretion

 · There is no release date for the VCIF

Completing the  
Loan App
On the following pages, you can explore all the 
components of the Loan App. The example 
we provide focuses on the URLA, the URLA — 
Additional Borrower and URLA — Lender Loan 
Information components.

Using the URLA and  
URLA — Additional Borrower 
Components Together
These components are often used together to 
collect information for 2 or more borrowers who:

 x Have joint assets, liabilities and/or real estate 
information or 

 x Do not have joint information but wish to 
combine their information on the URLA

The URLA — Additional Borrower form was 
designed to provide shortcuts where the 
borrowers’ information is being combined. The 
table on the following page identifies the sections 
where these shortcuts occur.

Use separate URLAs to collect information for 2 
borrowers who have: 

 x Joint financial information, but are not 
collaborating to complete the Loan App 
(duplicate joint assets, liabilities and real estate 
on the individual URLAs) or 

 x Separate financial information

In cases where there are 3 or more borrowers, 
complete any combination of the URLA and the 
URLA — Additional Borrower as explained above.
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URLA Sections URLA URLA — Additional  
Borrower

Section 1. Borrower Information: Collects personal, income and employment 
information

√ √

Section 2. Financial Information – Assets and Liabilities: Collects information 
about the borrowers’ financial assets, personal financial obligations and debts

√
Additional borrowers only need 

to indicate their information is on 
the URLA. 

Section 3. Financial Information – Real Estate: Collects information about 
property the borrowers own and the related debts and expenses

√
Additional borrowers only need 

to indicate their information is on 
the URLA. 

Section 4. Loan and Property Information: Collects information about the loan 
purpose and the property the borrowers are purchasing/refinancing

√
Additional borrowers only need 

to indicate their information is on 
the URLA. 

Section 5. Declarations: Collects answers to questions about the property, its 
financing and the borrowers’ financial history

√ √

Section 6. Acknowledgments and Agreements: Informs borrowers of 
their legal obligations related to the mortgage application and asks they 
acknowledge certain information will be obtained, used and shared; and 
collects the borrowers’ signatures

√
Additional borrowers only need 

to indicate their information is on 
the URLA. 

Section 7. Military Service: Collects information about the borrowers’ or a 
deceased spouse’s military service 

√ √

Section 8. Demographic Information: Collects information regarding ethnicity, 
sex and race the lender is required by law to ask borrowers

√ √

Section 9. Loan Originator Information: Collects information about the loan 
originator

√ √

Quality Information is 
Paramount
The quality of the information your borrowers 
provide on the Loan App can make or break 
a closing date or, even worse, the whole 
transaction. Thorough, accurate information 
throughout the homebuying process is the 
quickest way to move your borrowers into 
their new home.

Keeping an open dialogue with borrowers 
helps you obtain the information you’ll need 
for a complete Loan App. By keeping the lines 
of communication open, it will be easier for 
you to gather the information you need when 
you need it.

When you interview borrowers, asking the 
right questions can have a significant impact 
on the quality of the information you receive. 

Below are examples of questions you will want to ask borrowers to ensure a 
complete Loan App.

 x How do you pay your rent – cash, check, money order? Do you have 
access to copies of the cancelled checks or money orders?

 x Are you aware of any credit problems that you may have? If so, when did 
they occur?

 x Do you have any student loans? If yes, are they current or in deferment?
 x What funds will you be using for the down payment – checking, savings, 

stocks?
 x If divorced, do you have a copy of a divorce decree showing the amount of 

monthly obligations owed or monthly support that is due to you?

Individual mortgage companies establish their own level of detail required 
to complete the Loan App. For example, a company that uses an automated 
underwriting system (AUS) may require less data. Once the Loan App is run 
through the AUS, the system’s feedback report serves as a guide for any 
additional information and documents you may need to gather.

Regardless of the methodology used, understanding each section of 
the Loan App and how to best complete it is key to ultimately making an 
informed lending decision.
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URLA 

The URLA collects borrowers’ personal information as well as:

 x Income and financial details considered for loan qualification 

 x Information pertaining to the loan and the property  

Note: Before you dive into the form, provide the Lender Loan Number/
Universal Loan Identifier and Agency Case Number information requested 
at the very top of the form along with the borrower’s name at the bottom of 
the pages.

Section 1: Borrower Information 
We can’t overstate the importance of this section. It will guide your 
evaluation of borrowers’ Credit and Capacity components of The 4 Cs.

In the sample URLA on the following pages, we have not 
included instructions for self-explanatory fields.

1a. Personal Information
In this section, you’ll need complete, accurate information to order a credit 
report, key to building a risk profile. Once it’s built, you’ll be able to assess 
your borrowers’ willingness to repay the loan based on their prior use of 
credit.

 Type of Credit/List Name(s) of Other Borrowers: Indicate whether the 
borrower is applying for individual credit or joint credit. If joint credit, 
provide the total number of borrowers and their names; collect the 
borrower’s initials.

 Marital Status/Dependents: Indicate whether the borrower is married, 
separated or unmarried. If unmarried and applying for individual credit, 
complete and submit the URLA — Unmarried Addendum (see page 
48), if applicable. In this section, also list the number and ages of any 
dependents not listed by another borrower. Check individual investors’ 
definition of dependents.

  Current Address: Enter the borrower’s present address and length of 
occupancy and indicate present housing status: 

• No primary housing expense: Select if borrowers are not obligated 
to pay rent OR do not own the home where they live. For example, 
they live with relatives and are under no obligation to pay monthly 
rent 

• Own: Select if borrowers own the home they live in, even if there are 
no mortgage liens or home equity loans on the property 

• Rent: Select if borrowers are currently renting at the address listed; 
enter the monthly rent payment

 If at Current Address for LESS than 2 years, list 
Former Address: If applicable, provide a previous 
address. (As with Current Address, indicate the 
borrower’s housing status.) Otherwise, leave these 
fields blank and select Does not apply. 

• Mailing Address – if different from Current 
Address: If applicable, provide a mailing 
address; otherwise, leave these fields blank and 
select Does not apply

In Sections 1b, 1c, 1d and 1e, we begin to measure 
the borrowers’ Capacity – their ability to repay the 
mortgage as it relates to income. This information will 
provide valuable insight into the borrowers’ ability to 
manage the new mortgage payment as well as their 
current debts.

Beware of any gaps in employment history. 
Do they require explanation? Refer to 
investor guidelines for gap explanations. 

1b. Current Employment/Self-
Employment and Income
Complete this section for each job, self-owned 
business or self-employment from which the 
borrowers receive income and would like to use toward 
qualifying for their loan. For borrowers who do not have 
a job, do not own a business or are not self-employed, 
select Does not apply.

 Employer or Business Name: Enter the name, 
address and main phone number of each employer 
or business owned. If the borrower is self-employed 
and does not operate under a business name, 
enter the borrower’s name.

 Position or Title/Start Date: Provide the borrower’s 
employment details.

 Check if this statement applies: If applicable, 
indicate that the borrower is employed by a party 
to the transaction.
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URLA (continued)

Section 1: Borrower Information 
(continued)

1b. Current Employment/Self-Employment and 
Income (continued)

 Check if you are the Business Owner or Self-Employed: 
Indicate whether borrowers are a business owner or self-
employed.

 Ownership share: Indicate the borrowers’ share of ownership.

 Monthly Income (or Loss): Provide the amount of monthly 
income or loss from self-employment or their business.

For help with self-employed borrowers, ask your MGIC 
account representative about our Evaluating the Self-
Employed Borrower program or go to mgic.com/seb. 
Sign up for webinars on the topic at mgic.com/training.

Gross Monthly Income: Include all income the borrowers receive 
from this employer to use toward qualifying for and repaying the 
mortgage debt. Do not include income from self-employment or 
a borrower-owned business; instead, enter that in the Monthly 
Income (or Loss), field 10. 

Asking direct questions can go a long way to identifying and 
detailing sources of borrower income. You’ll get accurate, 
complete information right away, and you may avoid unnecessary 
delays to correct or obtain more information. Rather than How 
much money do you make?, be more specific. 

For example:

 x What did your W-2 report as your income last year?
 x What did you make in bonus/overtime income last year?
 x How are you paid – hourly, with a salary or on commission?
 x How often are you paid – weekly, biweekly or monthly?
 x Do you receive any other income you wish to use to qualify? 

Soliciting income information in this manner provides an accurate, 
detailed picture of the borrowers’ income, which may differ 
from the borrowers’ interpretation. Identifying the source of the 
borrowers’ income will guide you in determining the documents 
you need to gather for the loan file. Asking the right questions will 
also help you to identify unqualified buyers – those who aren’t 
quite ready for homeownership and even those who may be trying 
to mislead you.

To complete the Gross Monthly Income portion 
of Section 1b, use the borrowers’ most recent pay 
stubs, W-2s and/or tax returns, if possible, to obtain 
the following information:

 Base: Enter the base gross monthly income.

 Overtime: Enter the average monthly overtime 
income if the borrower indicates a history of 
receiving this type of income and anticipates it 
will continue.

 Bonus: Enter the average monthly bonus 
income if the borrower can show evidence of 
past bonuses and anticipates it will continue.

 Commission: Enter the average commission 
income the borrower earned on a monthly 
basis.

In general, verify commission, bonus 
and overtime income with 2 years of 
history. Because this type of income 
may fluctuate, average it to account 
for highs and lows. 

 Military Entitlements: From your borrowers’ 
Leave and Earnings Statement (LES), enter 
the total amount of military entitlements 
they receive for active, reserve or National 
Guard duty. This includes Basic Allowance for 
Subsistence (BAS) and Basic Allowance for 
Housing (BAH). Do not include base pay here 
as you already accounted for it in Base income 
(field 11). 

 Other: Enter other monthly income your 
borrower receives from this job that’s not 
already accounted for in fields 11-15 above. 
Entry of additional income here will be 
uncommon. Do NOT enter non-employment 
income here, but rather in 1e. Income from 
Other Sources.
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URLA (continued)

Section 1: Borrower Information 
(continued) 

1c. Additional Employment/Self-Employment and 
Income
Complete this section only if borrowers have income from an 
additional job, self-owned business or self-employment they 
would like considered as qualifying income. The same information 
requirements apply as for fields 5 through 16 in 1b. If the borrower 
doesn’t have income from additional or self-employment, leave 
these fields blank and select Does not apply. 

1d. Previous Employment/Self Employment and 
Income
Complete this section only if borrowers have been employed in 
their current position for less than 2 years. Otherwise, leave these 
fields blank and select Does not apply. 

1e. Income from Other Sources

 Include income from… From the list provided, 
identify income from sources other than 
employment the borrowers wish to use toward 
qualifying for and repayment of the loan. For 
example:

• Alimony/Child Support: Enter alimony/
child support income if it is of a continuous 
nature (generally 3 or more years)

• Social Security Income: Enter Social 
Security income, which, if tax-exempt, may 
be grossed up to as much as 25%

If the borrower has no income from other sources, 
select Does not apply. 
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URLA (continued)

Section 2: Financial Information – 
Assets and Liabilities
The Assets portion of Section 2 addresses the Capital 
component of The 4 Cs. The information you gather here 
measures the strength of the borrowers’ capital investment 
in the property. By identifying and verifying cash or assets 
that can be readily converted into cash or borrowed against, 
you’ll be able to confirm whether borrowers have enough 
capital to close the mortgage transaction, including funds 
for the down payment, closing costs and cash reserves, if 
required.

Reviewing assets also helps you understand the borrowers’ 
saving pattern. 

In order to close, you may need to get verification 
for each asset your borrower lists from the 
respective financial institutions. 

If it appears the borrowers have insufficient 
funds to close the loan transaction, you will need 
to follow up with them to express your concerns.

2a. Assets – Bank Accounts, Retirement, and 
Other Accounts You Have

 Include all accounts… This section provides a list of 
assets readily converted into cash or borrowed against. 
From the list provided, enter information about each 
account the borrowers wish to use as a source of funds 
for closing and/or reserves, including the current value. 

 Note: If the borrowers have deposited a gift or grant in 
an account, include it in the Cash or Market Value for 
that account. However, itemize each gift or grant – even 
if the borrower hasn’t deposited the funds yet – in 4d. 
Gifts or Grants You Have Been Given or Will Receive for 
this Loan. Other special considerations to keep in mind 
include:

• Stocks and bonds: If your borrowers will be 
liquidating stocks or bonds to fund their purchase, 
request the most recent monthly or quarterly 
statement or copies of the actual certificates with 
evidence of current value.

• Retirement: Borrowers may use 401(k)s and IRA 
funds as reserves or borrow against them for a down 
payment. In general, do not consider loans from 
retirement accounts as debt. 

• Cash Value of Life Insurance: If borrowers intend 
to cash in a life insurance policy to qualify, request 
documentation of the receipt of funds. If they want 
to borrow against the policy, determine the loan 
repayment conditions. If the penalty for failure to 
repay is limited to the surrender value of the policy, in 
general, do not consider the loan as debt. 

 Provide TOTAL Amount Here: Add the amounts of the 
cash or market value of assets from accounts your 
borrowers choose to list for qualification. 

2b. Other Assets and Credits You Have

 Include all other… From the list provided, enter the 
Asset or Credit Type and Cash or Market Value for other 
assets not included in Section 2a the borrowers would 
like to include toward qualifying for their loan. If they 
have no other assets, select Does not apply. Special 
considerations include:

•  Proceeds from Real Estate Property to be sold on 
or before closing: Enter this Asset Type and list the 
Cash or Market Value of any real estate assets the 
borrowers will receive prior to or at closing

•  Earnest Money: Enter this Credit Type and the Cash 
Value of the deposit the borrowers submitted with 
the purchase offer to show they’re making their offer 
in good faith

•  Sweat Equity: Enter this Credit Type and the Cash 
or Market Value of materials provided for or labor 
performed by the borrowers or on their behalf

 Provide TOTAL Amount Here: Add the amounts of the 
Cash or Market Value of assets or credits your borrowers 
choose to list for qualification.
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Peter Simon

Savings Teachers Credit Union 06083-00 5,562.00

Checking Teachers Credit Union 06083-71 1,367.00

Retirement Vanguard 4114-556 50,000.00

56,929.00

Proceeds from Real Estate Property to be sold on or before closing 18,150.00

Earnest Money 3,000.00

21,150.00

Installment Auto World 124578 10,000.00 500.00

Installment Auto World 986532 4,789.00 368.00

Installment Higher Education 1348AP9527 15,751.00 160.00

Revolving Acme Credit 60190024554 121.00 32.00

Revolving Discover Card 97531246890 1,000.00 50.00

Effective 1/2021
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URLA (continued)

Section 2: Financial Information – Assets and 
Liabilities (continued)
In the Liabilities portion of Section 2, we explore another facet of the 
borrowers’ Capacity to repay their new mortgage: the amount of debt they 
carry.

List debts the borrowers are obligated to pay on a monthly basis. While 
most debts will appear on the credit report, there are some, such as child 
support and alimony, that may not. To minimize surprises later in the 
process, it’s important to discuss with your borrowers exactly what their 
monthly debt obligations include.

2c. Liabilities – Credit Cards, Other Debts, and Leases 
that You Owe

 List all liabilities (except real estate) and include deferred payments…: 
From the list provided, enter details for each of the borrowers’ personal 
debts they currently owe or will owe before their loan closes, including:

• Debts not listed on their credit report

• Debts whose payments are currently deferred

• Debts that will be paid off at or before closing, even if they will be 
paid off by the mortgage loan

Student loans: If you’re unable to document or verify a 
deferred student loan monthly payment, in general, enter 1% 
of the outstanding balance as the Monthly Payment amount.

Don’t include monthly household expenses for phones, utilities or 
insurance, unless instructed to do so. If the borrowers have no personal 
debt, select Does not apply.

 Unpaid Balance: Enter the total unpaid balance of each liability. Indicate 
whether the debt is to be paid off prior to or at closing. 

Exclude debts marked as to be paid off at or before closing 
from the borrowers’ total debt obligations.

In general, exclude installment debts with 10 or fewer 
months remaining from the total liabilities if the payment 
does not materially affect the borrowers’ ability to pay. Auto 
lease payments are the exception to the rule. Include them, 
regardless of the number of months remaining, as typically, 
the lease would be replaced with a new lease or loan on the 
buyout of the current lease.

2d. Other Liabilities and Expenses

 Include all other liabilities and expenses…: 
From the list provided, enter details for 
each of the borrowers’ personal ongoing 
debts, such as alimony, child support and 
separate maintenance. In general, listing 
job-related expenses is not required for 
conventional loans. If the borrowers have 
no liabilities or expenses, select Does not 
apply.

You may have the option 
to reduce the borrowers’ 
qualifying income by the 
amount of court-ordered 
alimony or to treat it as a 
liability. Check investor 
guidelines. 
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Peter Simon

Savings Teachers Credit Union 06083-00 5,562.00

Checking Teachers Credit Union 06083-71 1,367.00

Retirement Vanguard 4114-556 50,000.00

56,929.00

Proceeds from Real Estate Property to be sold on or before closing 18,150.00

Earnest Money 3,000.00

21,150.00

Installment Auto World 124578 10,000.00 500.00

Installment Auto World 986532 4,789.00 368.00

Installment Higher Education 1348AP9527 15,751.00 160.00

Revolving Acme Credit 60190024554 121.00 32.00

Revolving Discover Card 97531246890 1,000.00 50.00

Effective 1/2021
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URLA (continued)

Section 3: Financial Information – 
Real Estate
In Section 3, you’ll collect details about any properties 
the borrowers have an ownership interest in, including 
undeveloped land. You’ll use this information to compare 
existing balances and monthly payments to the credit 
report.  

3a. Property You Own
 x Enter the details about each property the borrowers own. 

If they are refinancing the property, list it first

 x Include timeshares only if the borrowers are titled owners 
of the property

 x Enter the associated mortgage(s) details for each 
property if they are obligated on a mortgage, no matter 
what their relationship is to the property – whether they 
own the property individually, jointly with someone else or 
are not on the title to the property

If the borrowers do not own any real property and are not 
obligated on a mortgage, select I do not own any real estate. 

 Property Value: Provide an estimate of the current 
property value. If the property is the subject of a 
refinance, use the value stated on the appraisal.

 Status: Indicate the property’s status:

• Enter Sold if the borrowers recently sold the property 

• Enter Pending Sale if the property is currently under 
contract for sale 

• Enter Retained if:

 - The borrowers will continue to own the property 
after the loan closes (for example, if the property is 
a vacation home or an investment property that is 
not the subject of the loan),

 - The subject loan is a refinance or

 - The property is currently listed for sale but is not 
under contract yet

 Intended Occupancy: Indicate whether the intended 
occupancy of the property is for the borrowers’ use as a 
primary residence, an investment property or a second 
home.

 Monthly Insurance, Taxes, Association Dues, etc.: 
Provide this information only if it is not included in the 
Monthly Mortgage Payment amount, field 10 (see page 
21).

 Monthly Rental income: Provide the gross monthly rental 
income the borrower receives from the property.

 For LENDER to calculate: Net Monthly Rental Income: 
Typically, net rental income is based on:

• The property’s gross rent, less a 25% vacancy factor, 
and 

• For investment properties, the deduction of the 
proposed monthly mortgage payment, also referred 
to as “PITIA”

PITIA is the acronym for the 5 components of 
the monthly mortgage payment:

Principal: The portion of the payment used to 
reduce the loan balance(s)

Interest: The portion of the payment used to 
pay interest that is due

Taxes: One-twelfth of the annual property 
tax bill

Insurance: One-twelfth of the annual 
homeowners, supplemental property 
insurance (e.g., flood insurance) and 
mortgage insurance bills

All other: Homeowner association/project 
dues, ground rent, etc.

Typically, this is the formula to calculate the net rental 
income (loss) for an investment property: 

 Net Rental Income or Loss = (Gross Rent x 75%) – PITIA 

 Example:

 Gross rental income = $1,000 per month

 Monthly mortgage payment (PITIA) = $600

 Net monthly rental income = ($1,000 x .75) – $600 = $150

 If a property is identified as an investment 
property, document with 1 year of personal tax 
returns or leases to verify the rental income the 
borrowers received.
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Peter Simon

150,000.00 0.00 0.00

American Mtg Corp 4789 931.00 116,850.00 Conventional

Pending Sale

99999Pleasant Valley

12 Oakwood Lane

USA

Primary Residence

XY

Effective 1/2021
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URLA (continued)

Section 3: Financial Information – 
Real Estate (continued)

3a. Property You Own (continued)

 Mortgage Loans on this Property: Provide details for 
any mortgages on the property. If the borrower is not 
obligated on a mortgage for the property, select Does 
not apply. 

 Creditor Name: Enter the creditor’s name.

 Account Number: Enter the last four digits of the 
account number unless your institution directs you 
otherwise.

 Monthly Mortgage Payment: Enter the mortgage 
payment amount. 

 Unpaid Balance: Record the balance of the mortgage/
lien or home equity line of credit balance, as applicable. 
You can find this information on the credit report or other 
document, such as a statement from the mortgage 
lender. Select To be paid off at or before closing if the 
loan’s unpaid balance will be paid off at or before closing.

 Type: Indicate the type of mortgage.

 Credit Limit: Enter the maximum amount the borrowers 
are permitted to borrow if they have a home equity line of 
credit (HELOC) on the property.

3b and 3c. IF APPLICABLE, Complete 
Information for Additional Property
Complete if the borrowers own any additional property. The 
same information requirements apply as for fields 1-13 in 
Section 3a. If they don’t own any additional property, select 
Does not apply.  
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Peter Simon

150,000.00 0.00 0.00

American Mtg Corp 4789 931.00 116,850.00 Conventional

Pending Sale

99999Pleasant Valley

12 Oakwood Lane

USA

Primary Residence

XY

Effective 1/2021
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URLA (continued)

Section 4: Loan and Property 
Information
In Section 4, we move on to describe the property, or in 
terms of The 4 Cs, the Collateral. You will provide some of 
this information to the appraiser to begin the appraisal 
process. The appraiser will validate whether the property’s 
value and marketability will provide adequate Collateral, in 
other words, security for the loan.

4a. Loan and Property Information
To complete Section 4a, provide the following information:

 Loan Amount: Enter amount the borrowers are financing 
with the mortgage.

 Loan Purpose (the reason the borrowers are applying for 
the mortgage):

• Select Purchase if they’re applying for a loan to buy 
the property

• Select Refinance if:

 - They already own the property and are applying for 
a new loan to pay off the existing loan 

 - They already own the property free and clear and 
are applying for a loan to take cash out

• Select Other if the transaction is neither a purchase 
nor a refinance but for a purpose such as:

 - A temporary construction loan, not intended to 
serve as permanent financing

 - A new subordinate loan, whose proceeds will not 
be used to purchase or refinance the property

 Property Value: Enter the current estimated value of the 
property. At closing, this is the property value used for 
loan qualification purposes. 

 Occupancy: Select how the borrowers intend to use the 
property:

• Primary Residence: Where at least 1 borrower will live 
the majority of the year

• Secondary Residence: Where at least 1 borrower will 
live in the property, but not as a primary residence – 
typically, a vacation property

• Investment: An income-producing property the 
borrowers do not intend to occupy

• FHA Secondary Residence: Where at least 1 borrower 
of an FHA loan will occupy, in addition to the primary 
residence, but for less than 6 months of the year

 Mixed-Use Property: If 1 or more borrowers occupy the 
property, indicate whether they will run a business within 
the property.

A mixed-use property has a business use in 
addition to residential use.

 Manufactured Home: Indicate whether the dwelling 
was delivered to the property site on wheels and a 
permanent chassis.

4b. Other New Mortgage Loans on the 
Property You are Buying or Refinancing
Provide detail for any other new mortgage loans on the 
property – in addition to the subject loan. If the borrowers 
are not financing any additional mortgages, select Does not 
apply.

 Loan Amount/Amount to be Drawn: Enter the loan 
amount if the borrowers are financing a closed-ended 
loan (where they cannot draw additional funds after 
closing). If they are financing a line of credit (HELOC), 
enter the amount they will draw at closing.

 Credit Limit: If the new mortgage is a line of credit, enter 
the maximum amount the borrowers are permitted to 
borrow.
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Peter Simon

201,000.001

USA99999Pleasant Valley

126 Lake View Lane

180,000.00

XY
200,000.00

Effective 1/2021
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URLA (continued)

Section 4: Loan and Property Information 
(continued)

4c. Rental Income on the Property You Want to 
Purchase
Complete this section if the borrowers are purchasing a 2- to 
4-unit primary residence or an investment property. If not, select 
Does not apply. 

 Expected Monthly Rental Income: Enter the gross rental 
income (before expenses) the borrowers expect to receive.

 For LENDER to calculate: Expected Net Monthly Rental 
Income: Typically, net rental income is based on:

• The property’s gross rent, less a 25% vacancy factor, and 

• For investment properties, the deduction of the proposed 
monthly mortgage payment, also referred to as “PITIA”

For the formula to calculate net rental income (loss) for an 
investment property, see the example in Section 3a. Property You 
Own, field 6. 

4d. Gifts or Grants You Have Been Given or Will 
Receive for this Loan
Provide details regarding gifts or grants for the loan the borrowers 
have or will have received. If they have not and will not be receiving 
any gifts or grants, select Does not apply. 

 Deposited/Not Deposited: Indicate whether the borrowers 
have deposited a gift or grant:

• Select Deposited if: 

 - The borrowers have received a cash gift or grant, AND 

 - They have deposited the gift/grant funds in their 
account(s), AND 

 - They included the cash gift/grant funds in the cash 
or market value shown for the account(s) in Section 
2a. Assets – Bank Accounts, Retirement, and Other 
Accounts You Have 

• Do NOT select Deposited or Not Deposited for gifts of 
equity

 Source: Select from the list provided to identify the 
source of the gift/grant.

 Cash or Market Value: Provide the value of the gift/grant.

Gifts (must be from a relative): If any or all of 
the borrowers’ down payment is from a gift, 
obtain a donor-signed gift letter indicating:
 · The donor’s name and relationship to the 

borrowers
 · The donor’s mailing address and phone 

number
 · The date of the gift
 · The amount of the gift
 · The donor does not expect or require 

repayment 

Obtain evidence from the borrowers verifying 
they received the gift.

Grants (from an acceptable source); The 
grant provider may not be an interested 
party to the transaction. Verify terms and 
conditions of the grant. Grants must be 
documented with an award letter stating: 
 · Borrowers’ names 
 · Provider’s name, mailing address and 

phone number 
 · Amount of the grant and the date the 

borrowers received it 
 · Repayment is not expected or required 

If grant funds are not reflected in the borrowers’ 
account statement, provide proof of borrowers’ 
receipt from the provider.
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Peter Simon

201,000.001

USA99999Pleasant Valley

126 Lake View Lane

180,000.00

XY
200,000.00

Effective 1/2021
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URLA (continued)

Section 5:  Declarations 
The information you gather in Section 5 pertains to the property, 
the borrowers’ funds for the loan and the borrowers’ credit history 
from a legal perspective. For example:

 x Will you occupy the property as your primary residence? 
 x Have you, or will you, be applying for new credit on or before the 

closing of this loan? 
 x Within the past 7 years have you had a property foreclosed 

upon? 

This section further reveals their willingness to repay the loan 
based on their past use of credit. Eventually you will use their 
credit report to confirm their answers. 

To complete this section, ask your borrowers the questions 
presented, selecting Yes or No, as appropriate. The URLA and 
URLA — Additional Borrower do not require explanations for the 
borrowers’ declarations. If you want to collect explanations, use 
the URLA — Continuation Sheet. 
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Peter Simon

PR

SP

Effective 1/2021
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URLA (continued)

Section 6: Acknowledgements and 
Agreements 
Section 6 lays out the borrowers’ legal obligations once they sign 
the application. The Loan App is not a binding agreement unless it 
is signed and dated by the borrowers.

If the URLA is being used with the URLA — 
Additional Borrower, both borrowers sign the 
URLA.

After they’ve thoroughly read the terms, have the borrowers 
sign and date the Loan App to acknowledge and agree to the 
conditions stated, including:

 x The borrower has provided loan participants (the lender, any 
mortgage insurer, guarantor, servicer, etc.) true, accurate and 
complete information 

 x The loan is secured by a mortgage, providing the lender an 
interest in the property

 x Loan participants may use the value of the property for their 
purposes

 x The borrowers consent to the use of electronic records and 
signatures

 x The lender and other loan participants may report late 
payments, which could affect your borrowers’ credit score

 x Loan participants are allowed to share the borrowers’ Loan App, 
credit report and related documentation for lawful purposes
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Peter Simon

Effective 1/2021
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URLA (continued)

Section 7: Military Service
The information you gather in this section pertains to your 
borrowers’ or a deceased spouse’s military service. Ask the 
borrowers the questions presented; select Yes or No, as 
appropriate. 

Section 8: Demographic Information
Information you collect for Section 8 satisfies the federal 
government’s Home Mortgage Disclosure Act. HMDA 
(pronounced hum-da) was designed to monitor whether 
financial institutions adequately serve the credit needs of 
their communities and to ensure those institutions do not 
redline. 

Redlining: The illegal act of denying credit to 
persons residing in specific geographic areas or 
using discriminatory lending practices based on 
location.

HMDA requires institutions to report certain data 
regarding mortgage loan approvals and denials, such as 
the geographic location of the secured property; the race, 
ethnicity and sex of the loan applicants; and whether the 
loan was granted. In addition to identifying unfair lending 
practices, this information helps the government identify 
neighborhoods that could use its assistance.

Demographic Information of Borrower

 Ethnicity/Sex/Race: This section can be completed 
either by providing the information or selecting I do not 
wish to provide this information. 

 To Be Completed by Financial Institution (for application 
taken in person): If the borrowers choose not to furnish 
information regarding ethnicity, race or sex, under federal 
regulations, the lender is required to note the information 
on the basis of visual observation or surname.

 The Demographic Information was provided through: 
Indicate whether you collected the information face-to-
face, over the phone, via fax or mail, email or Internet.
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Peter Simon

Effective 1/2021



32

URLA (continued)

Section 9: Loan Originator Information
This section provides your borrowers with the 
institution’s contact information as well as that of 
the loan officer who originated the loan. 

Provide contact information and other details, including:

 Loan Originator Organization NMLSR ID#: Enter the 
company’s unique identifier as assigned by the Nationwide 
Mortgage Licensing System and Registry (NMLS).

 Loan Originator NMLSR ID#: Enter the loan officer’s unique 
NMLS identifier.
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Peter Simon

300713jsmith@abcmtgco.com

7654321

John Smith

123456

1000 Any Street, Suite 200, Pleasant Valley, XY 99999

ABC Mortgage Company

MB654321

XYMLO7654321

xxxx

Effective 1/2021
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URLA — Additional Borrower

The URLA — Additional Borrower form collects additional 
borrowers’ personal information as well as their income and 
financial details considered for loan qualification. 

Note: You’ll need to provide the Lender Loan Number/
Universal Loan Identifier and Agency Case Number 
information requested at the very top of the form and the 
additional borrower’s name at the bottom of the pages.

Section 1: Borrower Information 
This section is identical to Section 1 on the URLA and 
requires completion for any additional borrowers. 

The URLA instructions provided on page 8 and 10 also apply 
to Sections 1a and 1b of the URLA — Additional Borrower 
form.

As with the URLA, we can’t overstate the importance 
of Section 1 in guiding your evaluation of any additional 
borrowers’ Credit and Capacity.
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2002

12345

Elizabeth Simon

19740108

9652

Elizabeth Jones

2

es

Peter Simon

713 438

713 321

713 493

e-simon@email.com

12 Oakwood Lane

Pleasant Valley 99999 USA

4 0

5,000.00

5,000.00

20

1005

Program Designer Technology

99999Pleasant Valley

314 Forest Ave

493713Web Vision Inc.

USA

xxx xx

xxxx
xxxx
xxxx

XY

xxxx

XY

0

Effective 1/2021
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URLA — Additional Borrower (continued)

Section 1: Borrower Information  
(continued)
The URLA instructions provided on page 12 also apply to 
sections 1c, 1d and 1e of the URLA — Additional Borrower 
form.

Sections 2-4 
Several sections of the URLA — Additional Borrower form 
provide a shortcut to indicate the additional borrower’s 
information for that section is listed on the borrower’s URLA.

You only need to enter the other borrower ‘s name as it 
appears on the URLA in these sections:

 x Section 2: Financial Information – Assets and Liabilities

 x Section 3: Financial Information – Real Estate 

 x Section 4: Loan and Property Information  
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Elizabeth Simon

0.00

0.00

Peter Simon

Peter Simon

Peter Simon

Effective 1/2021
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URLA — Additional Borrower (continued)

Section 5: Declarations  
As you did on the URLA, you’ll collect answers to questions 
about the property, the additional borrowers’ funds for the 
loan and their credit history from a legal perspective. See 
page 26 for more information.

Section 6: Acknowledgments and 
Agreements 
Section 6 of the URLA — Additional Borrower form provides 
another shortcut that indicates the additional borrower’s 
information for that section is listed on the borrower’s URLA.

You only need to enter the other borrower ‘s name as it 
appears on the URLA.

Section 7: Military Service  
Just like the URLA’s Section 7, this section collects 
information about the additional borrower’s or a deceased 
spouse’s military service.
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Elizabeth Simon

PR

SP

Peter Simon

Effective 1/2021
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URLA — Additional Borrower (continued)

Section 8: Demographic 
Information  
As you did for the borrower on the URLA, collect 
information regarding any additional borrower’s 
ethnicity, sex and race. See page 30 for more 
information.

Section 9: Loan Originator 
Information  
As you did for the borrower on the URLA, provide 
the loan originator’s contact information and other 
details. See page 32 for more information.
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Elizabeth Simon

300713jsmith@abcmtgco.com

7654321

John Smith

123456

1000 Any Street, Suite 200, Pleasant Valley, XY 9999

ABC Mortgage Company

MB654321

XYMLO7654321

xxxx

Effective 1/2021
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URLA —  Lender Loan Information

URLA — Lender Loan Information collects details about the 
loan transaction. 

Note: You’ll need to provide the Lender Loan Number/
Universal Loan Identifier and Agency Case Number 
information requested at the very top of the form and the 
borrowers’ names at the bottom of the pages.

In the sample URLA — Lender Loan Information 
form on the following pages, we have not 
included instructions for self-explanatory fields.

L1. Property and Loan Information
 Transaction Detail:

•  Conversion of Contract for Deed or Land Contract: 
Select if the borrowers are using loan proceeds 
to pay off the balance due on a contract for deed 
or land contract for either purchase or refinance 
transactions 

•  Renovation: Select if the borrowers are using loan 
proceeds to finance renovation costs and the 
appraised value includes the value assigned to the 
renovations 

•  Construction-Conversion/Construction-to-
Permanent: Select if the borrowers are using interim 
construction financing and long-term permanent 
financing to replace the interim financing upon 
completion of construction

The cost of improvements should be 
supported by a construction cost breakdown 
signed by the builder.

 Verify the original cost of the lot with the 
lot purchase contract, transfer form, closing 
statement or title policy.

 Refinance Type/Program: Identify the applicable 
refinance type/program based on investor guidelines. 

 Energy Improvement:

• For purchase and refinance loans, indicate whether 
the borrowers are using loan proceeds to finance 
energy-related improvements

• Indicate whether there is an energy lien on the 
property that the borrowers are repaying through 
property taxes. (This doesn’t apply to standard real 
estate property taxes or homeowners association 
liens on the property)

L2. Title Information
 Estate Will be Held in: Select the appropriate option:

•  Fee Simple: The property is an estate under which 
the owners are entitled to unrestricted powers 
to dispose of the property. The property can be 
entrusted by a will or inherited

•  Leasehold: The estate is in real property held under a 
lease for a fixed period of time 

Document with a copy of the lease reflecting 
that the term of the lease will continue 5 
years beyond the term of the mortgage 

 Manner in Which Title Will be Held: Select the 
appropriate options: 

• One or more individuals: e.g., Sole Ownership or Joint 
Tenancy with Right of Survivorship

• Trust: A legal entity created by individuals to protect 
their assets, e.g., Living Trust

• Indian Country Land Tenure: Applies to land 
“reserved” by or for an Indian land, village or tribe(s) 
to live on and use; e.g., Fee Simple On a Reservation, 
Tribal Trust Land Off Reservation

The manner in which title is held is an 
important consideration. It impacts the 
legal ownership of the property and how 
ownership is transferred to heirs in the 
event of death. Some types of title carry tax 
consequence. Title rules can vary from state 
to state. 
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 Peter Simon; Elizabeth Simon

12345

Peter Simon and Elizabeth Simon

1,377.85

52.50

208.33

95.00

1,022.02

360

5.5000

Effective 1/2021
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URLA —  Lender Loan Information (continued)

L3. Mortgage Loan Information
 Mortgage Type Applied For: Indicate the type of 

mortgage loan the borrowers are applying for. If you 
select Other, state whether the mortgage is an HFA loan, 
an affordable housing loan, etc.

 Amortization Type: Indicate the type of mortgage 
program:

•  Fixed Rate: The interest rate remains the same for 
the life of the mortgage

•  Adjustable Rate: Allows the interest rate to 
periodically adjust to meet current rates 

•  Other: Any amortization type not listed

 Loan Features: Select the applicable loan features, if any. 

 Note Rate: Enter the interest rate the borrowers are 
paying for the mortgage loan. For an ARM loan, enter the 
initial interest rate.

 Loan Term: Enter the loan term in months (e.g., 360 
months for a 30-year loan, 360 months for a 5-year 
balloon amortized over 30 years, 180 months for a 15-year 
loan, etc.).

 Proposed Monthly Payment for Property: Enter details 
about the borrowers’ proposed PITIA .

PITIA is the acronym for the 5 components of 
the monthly mortgage payment:

Principal: The portion of the payment used to 
reduce the loan balance(s)

Interest: The portion of the payment used to 
pay interest that is due

Taxes: One-twelfth of the annual property 
tax bill

Insurance: One-twelfth of the annual 
homeowners, supplemental property 
insurance (e.g., flood insurance) and 
mortgage insurance bills

All other: Homeowner association/project 
dues, ground rent, etc.

 First Mortgage (P & I): Enter the amount of the 
borrowers’ proposed principal and interest payment for 
the subject property.

 Subordinate Lien(s) (P & I): Enter the borrowers’ total P 
& I payment for any additional financing (proposed or 
existing) on the property at closing. Include amounts 
from Monthly Mortgage Payment in URLA section 3a. 
Property You Own and/or Monthly Payment in URLA 
section 4b. Other New Mortgage Loans on the Property 
You are Buying or Refinancing.

 Homeowner’s Insurance: Enter the proposed monthly 
insurance premium provided on the borrowers’ 
homeowner’s insurance Declarations page.

 Supplemental Property Insurance: Enter the proposed 
total of monthly payments for any other insurance the 
borrowers may need (e.g., flood, earthquake, etc.).

  Property Taxes: Enter the proposed monthly property 
tax payment.

 Mortgage Insurance: Enter the proposed monthly MI 
payment.

Your institution will tell you what factors to 
use to estimate property taxes and insurance 
costs specific to your market.

 Association/Project Dues: If the property is in a 
condominium or Planned Unit Development (PUD) 
project, or a co-op, enter any dues/fees the borrowers 
are responsible for.

 Other: Enter any other associated monthly cost for the 
property, such as ground rent on a leasehold.

 Total: Enter the sum of items 12 though 19. This is the 
PITIA for the property.
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 Peter Simon; Elizabeth Simon

12345

Peter Simon and Elizabeth Simon

1,377.85

52.50

208.33

95.00

1,022.02

360

5.5000

Effective 1/2021
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URLA —  Lender Loan Information (continued)

L4. Qualifying the Borrower – Minimum 
Required Funds or Cash Back
This section tallies the funds due from or to the borrowers, based 
on the total costs of their transaction, loan amount and credits.

DUE FROM BORROWER(S):

 x A. Sales Contract Price: For purchase loans only, enter the 
agreed-upon sales price stated in the sales contract/escrow 
instructions. Do not include any discounts, rebates or other 
allowances paid by or allowed to the borrowers

 x B. Improvements, Renovations, and Repairs: Enter the cost of 
these items the borrowers need to or will make to the subject 
property as a condition of the transaction

 x C. Land (if acquired separately): Enter the sales price of the 
land (lot) only if it was acquired in a separate transaction from 
the dwelling

 x D. For Refinance: Balance of Mortgage Loans on the Property 
to be paid off in the Transaction: Enter the total amount of 
existing liens against the property the borrowers will pay 
off using funds from the transaction. See URLA Section 3a. 
Property You Own, Unpaid Balance/To be paid off at or before 
closing to determine the amount

 x E. Credit Cards and Other Debts Paid Off: Enter the total 
amount of debt from URLA Section 2c. Liabilities – Credit 
Cards, Other Debts, and Leases that You Owe marked To be 
paid off at or before closing. Do not include mortgage debt 
secured by the property

 x F. Borrower Closing Costs (including Prepaid and Initial Escrow 
Payments): Enter the estimated costs the borrowers need to 
pay in order to close the loan: closing costs (e.g., origination 
fee); prepaid items (e.g., property taxes); initial escrow deposits 
(to start escrow accounts); and private mortgage insurance or 
equivalent

 x G. Discount Points: Enter the amount paid to the lender to 
reduce the interest rate

TOTAL MORTGAGE LOANS:

 x I. Loan Amount: The sum of the base loan amount and the 
financed mortgage insurance

 - Loan Amount Excluding Financed Mortgage Insurance 
(or Mortgage Insurance Equivalent): Enter the base 
loan amount before the inclusion of financed mortgage 
insurance or equivalent

 - Financed Mortgage Insurance (or Mortgage 
Insurance Equivalent) Amount: Enter 
the amount of mortgage insurance or 
equivalent that will be included 

 x J. Other New Mortgage Loans on the Property…: 
Enter the amount of any new loans that will be 
obtained by the borrower(s) and secured by the 
property at the same time as the subject loan. 
For example, the borrower is obtaining a new 
second mortgage with the same or different 
lender as the first mortgage. The amount you 
enter should match URLA Section 4b. Other 
New Mortgage Loans on the Property You are 
Buying or Refinancing

TOTAL CREDITS:

 x L. Seller Credits: Enter the total costs, if any, that 
the seller is paying on behalf of the borrower

 x M. Other Credits: Enter the amount the 
borrowers have paid already toward the 
transaction, in addition to amounts itemized 
in URLA Section 2b. Other Assets and Credits 
You Have. Examples include borrower credits 
(e.g., earnest money); lender credits; third-party 
credits (e.g., relocation funds); non-cash seller 
credits (e.g., trade equity), etc. 

CALCULATION:

 x Cash From/To the Borrower: Enter the amount 
the borrowers must pay to complete the 
mortgage transaction or the amount they 
will receive as a result of the transaction. 
Compare this amount to the amounts entered 
in URLA Sections 2a. Assets – Bank Account, 
Retirement, and Other Accounts You Have 
and 2b. Other Assets and Credits You Have to 
confirm the borrowers have sufficient funds to 
close the mortgage transaction. This does not 
include reserves or other funds your company 
may require you to verify.
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 Peter Simon; Elizabeth Simon

203,739.78

3,739.78

200,000.00

20,389.78

183,350.00

203,739.78

3,350.00

3,350.00

180,000.00

180,000.00

180,000.00

Effective 1/2021
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URLA — Unmarried Addendum

Completing this component of the Loan App may be optional: 

 x It may be used only when a borrower selected Unmarried for 
Marital Status on the URLA or URLA — Additional Borrower 
under Section 1a. Personal Information, AND

 x The information must be collected to determine how state 
property laws affecting creditworthiness apply, including 
ensuring clear title

 You’ll need to provide the Lender Loan Number/
Universal Loan Identifier and Agency Case 
Number information requested at the very top of 
the form and the borrower’s name at the bottom 
of the page.

For Borrowers Selecting the Unmarried 
Status

 If you selected “Unmarried” in Section 1: Indicate whether the 
borrower has a relationship with a person who is not a legal 
spouse but who currently has real property rights similar to 
those of a legal spouse.

 If YES, indicate the type of relationship and the State in which 
the relationship was formed: Select the applicable relationship 
type and provide the state where the borrower resides or 
where the property is located.
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Effective 1/2021
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URLA — Continuation Sheet

You have the option of using the URLA — Continuation Sheet 
to provide information that doesn’t fit in the URLA or URLA — 
Additional Borrower or for any other information related to the 
Loan App. 

Note: You’ll need to provide the Lender Loan Number/Universal 
Loan Identifier and Agency Case Number information requested 
at the very top of the form.

Be sure to obtain the borrowers’ signatures to indicate they 
acknowledge and agree supplemental information is accurate. 
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Effective 1/2021
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Measure Twice, Cut Once
It’s an old carpenters’ adage – a gentle reminder to 
check your work so you don’t have to redo it. It applies to 
completing a Loan App as well. Check your work. Go over 
the information you’ve gathered. If anything is missing or 
confusing, contact your borrowers right away for answers 
and clarification.

Remember, your borrowers are your customers. They 
will anxiously await the answer regarding their mortgage 
application. After all, it’s a life-changing event. Asking late in 
the process for information that should have been obtained 
initially can be upsetting to them. Take time to get it right 
the first time. Thoroughness upfront will build your value 
and professionalism in the eyes of your customers and other 
industry professionals.

Appendices
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Appendix A 
Loan File Checklist

This checklist will help you assemble loan packages for 
submission to underwriters and investors. By making sure 
each loan package contains the following information, 
you can expedite the mortgage process. Note the term 
“borrowers” refers to both multiple borrowers or a single 
borrower.

Many investors have their own checklists or submission 
sheets. Check individual investors’ submission and 
documentation requirements.

Uniform Residential Loan Application (URLA) – Fannie 
Mae Form 1003, Freddie Mac Form 65 or other approved 
equivalent

 Completed in full, including a 2-year residency and 
employment history 

 Occupancy status is indicated

 Information matches verification documents

Credit Report

 All supplements, including a public records examination 

 All open credit accounts are listed on the Loan App 

 Reflects 2 to 3 credit scores per borrower

Additional Credit Documentation

 Direct verification for any accounts not listed on the 
credit report

 Letter of explanation for any adverse items

AUS Feedback/Findings Report

 Most recent report and all pages 

 Data submitted is accurate

 All required documentation has been obtained

Verification of Income Documentation

 Pay stub(s) for the most recent 30-day period with year-
to-date earnings, AND

 W-2 forms for the previous 2 years

 Third-party vendor employment verification 

 Employment gaps explained

 Documented telephone verification

Self-Employed Documentation

 2 years’ signed personal tax returns with schedules AND

 If ownership is ≥ 25%, 2 years’ signed business tax returns

 Income analysis forms

Verification of Assets

 Verified funds are sufficient for closing and/or reserves 

 The most recent 2 months’ depository account statements with 
all pages

 Source of funds: Document any significant changes in account 
balances or any recently opened accounts

 A signed gift letter from an acceptable donor and evidence the 
borrowers received the gift funds

Fannie Mae/Freddie Mac Uniform Residential Appraisal Report or 
Other Approved Equivalent

 Photos of subject property, street scene and comparables

 Building sketch and location map

 All addenda and explanations

Sales Contract and/or Escrow Instructions

 Completed in full, including all addenda and signed by all parties

 Verified earnest money deposit (cancelled checks, depository 
account statements)

Additional Documents Your Company or Investors May Require, as 
Applicable

 Divorce decree/separation agreement

 Verification of child support/alimony if the borrower is using such 
income to qualify or is obligated to pay support/alimony

 Signed construction cost breakdown 

 Rental agreements or leases 

 Any other clarifying documents

 Bankruptcy filing statement, schedule of debts, discharge and 
explanation

Generally, documents must not be more than 120 days old from the 
date of the note.

Loan File Checklist is provided by Mortgage Guaranty Insurance Corporation.
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Appendix B 
The 8 Stages of the Mortgage Cycle

 
ORIGINATION

The lender helps the 
borrowers complete the 

loan application.

LOAN SERVICING
Third parties collect 

the borrowers’ monthly 
mortgage payment.

PROCESSING
The lender documents  

the loan file.

SECONDARY MARKET
Lenders and investors buy 

and sell mortgages.

UNDERWRITING
The lender evaluates  

the loan file.

WAREHOUSING
The lender may 

temporarily warehouse 
closed loans.

DELIVERY
The lender packages 

and sends the loan to an 
investor.

CLOSING
The borrowers sign loan 
documents; the sellers 

transfer the title.
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