THE COMPLETE GUIDE TO

FINANCING
YOUR HOME
A USEFUL GUIDE TO HELP MAKE
PURCHASING YOUR HOME A SMOOTH AND
POSITIVE EXPERIENCE
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Keep these phone numbers close
at hand during the homebuying
process. You aren’t the only one
who will be calling these numbers; one
of your contacts may wish to speak with
another. Being able to put them in touch
quickly will help you keep every step as
hassle-free as possible.

CONTACT
First Centennial Mortgage

Loan Officer

Processor

Real Estate Agent

Title Company

Building Inspector

Closer

House Inspector

Moving Company

Other

Other

Important
Phone
Numbers
PHONE NUMBER
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Glossary of Terms

We are here to help you!
Purchasing a home is typically the biggest and most important investment of
your life. The process of choosing and obtaining the right mortgage for your
unique situation is an important step in assuring that your money is working
to your greatest advantage, now and into your future.
When you plan ahead, know all your options, and have a thorough understanding of the home
buying process, you can have a smoother and more positive mortgage experience. The Complete
Guide to Financing Your Home is a handy reference to provide you with clear, easy-to-understand
explanations of the terms and procedures you will encounter during the loan process.
Keep this guide with you as you search for your new home, arrange for the perfect mortgage, and
make the final purchase. This guide will help you know which questions you should ask and what
you should be doing next.
Don’t hesitate to call your First Centennial Mortgage Professional with any questions you may
have or assistance you may need concerning the home buying process. Helping you finance and
purchase your new home is our top priority.
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Important Roles in Home Buying
Working with the right team of professionals makes a huge difference
throughout the home buying process. At First Centennial Mortgage, we
commit to working with you and your real estate agent as a team to get
your loan closed in a timely and professional manner.
We take pride in our ability to work with you to find a practical mortgage solution with terms that
meet your needs. When you partner with us for your home-financing experience, you should feel
confident and secure you are getting exactly what you need.
Our commitment to the mortgage industry means we stay informed and up to date with the latest
developments in housing finance. You’ll have all the best options available to you as we work
together to finance your home. Below is a list of other partners in the home buying process:
Buyer’s Agent
A buyer’s agent or buyer’s broker is an agent
hired by the home buyer and should be
licensed by the state to represent parties in
the transfer of property. Generally, the buyer’s
agent is paid from the commission fee agreed
to by the seller.
Your Role
 Communicate with your real estate
agent about your expectations,
preferences, and concerns.
 Meet with your First Centennial Mortgage
Professional to discuss your financial
situation and goals.
 Obtain a preapproval at the beginning of
the mortgage process.

Listing Agent
A listing agent forms a legal relationship with
the homeowner to sell the property and places
the property in the Multiple Listing Service
(MLS), a database of properties listed for sale

 Provide all required documentation
to your First Centennial Mortgage
Professional in a timely manner.
 Be available for decision-making, and
ensure that your schedule is flexible for
final document signing three to five days
before the closing date.
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8 Steps to Homeownership
There are several major events that will occur during the purchase of your
new home. Some are related to the home purchase itself, while others are
related to the mortgage application.
Understanding this process will help eliminate a lot of stress you may feel while buying a home.
Below are some things you can expect:

1. Prequalify

2. Home Search

Find out how much home you can afford
by getting prequalified for your loan.

Before you buy, carefully consider
the home and whether it suits your
needs — will it need any changes, or
is it perfect the way it is?

3. Application

4. Processing

Once you find a home, you will provide
certain information to your Loan Officer
to begin the loan process and official
application. Then you’ll receive your
loan estimate and submit the necessary
documentation to move forward.

After your application is accepted,
a loan processor will gather and
review the necessary documents
for your loan package.

5. Appraisal

6. Underwriting

Determines the fair market value of the
property you’re purchasing and is added
to your loan package for underwriting.

The Underwriter will review your loan
file to be sure all requirements have
been met for the loan program you’re
applying for.

7. Approval

8. Closing

When all requirements have been
met for the loan you apply for, it will
be approved.

On the day of your closing, you will sign
the final documents and your loan will
be funded*.
*Specific closing and funding details vary by state.
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Apply for Preapproval
Before you start looking for your dream home, you’ll want to make sure
you’re searching for homes within your price range.
Getting preapproved will help you know exactly how much you can afford so you can take the
next step of choosing a loan and a house. Other advantages to getting preapproved:
 Saves time, energy and frustration as you move through the home-buying process.
Preapproval can help you avoid problems with your home loan down the road.
 Determines how much you can afford to spend on a home based on your debt, income and
credit. You should also get an estimate of how much money you will need for closing costs and
a down payment.
 Adds validity and strength to any offers you make. Sellers are more likely to accept your offer if
you are preapproved.
 Makes sure your financial documents are ready. To become preapproved, you are not required
to submit any documents right away. However, having the supporting financial documents will
help speed up the loan approval process.
To become preapproved, simply call your First Centennial Mortgage Professional and provide them
with your income, long-term debts, and the down payment amount you can afford.
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Provide Accurate Information
Your primary responsibility during the lending process is to supply honest
and accurate information to your First Centennial Mortgage Professional.
This will ensure you are offered the best mortgage with the best terms for
you and your family. Below are some helpful tips to ensure you are providing
us with the most accurate information:

DO
 Get preapproved
 Be truthful about your credit problems,
past and present

DON’T
 Quit or change jobs during the
mortgage process

 Accurately report your debts

 Make major purchases before the closing:
new car, furniture, appliances, etc

 Fully document gifts and where they
came from

 Pack all your important paperwork where
it’s not easily accessible

 Be honest about your intention to
occupy the house

 Make any large deposits, transfer balances,
open new accounts, bounce checks or
change banks

 Continue making your current mortgage
or rent payments on time
 Stay current on all existing accounts
 Continue working at your current employer
 Tell us if you are going out of town in the
next 60 days
 Tell us if you are working under a specific
time frame

 Open new credit cards or close old
credit cards
 Co-sign loans for friends or family
members during your loan process
 Sign any blank documents
 Buy property for someone else
 Overstate your income

 Be sure to read and understand everything
you sign

 Overstate how long you have been employed

 Give advance notice if you cannot attend
the closing

 Change your income tax returns for
any reason

 Call anytime with questions

 List fake co-borrowers on your
loan application

 Have your friends and family call if they
want to buy or refinance a home

 Overstate your assets

 Provide false supporting documents
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Home Search
The Benefits of Working with a Real Estate Agent
When you’re looking for a home, you’re buying more than a house; you’re
investing in a property that can hopefully appreciate in value while you’re
living in it.
You should have a good idea of a property’s market value before making an offer. What are
the comparable properties in the area selling for? How long has the house been on the market?
Do any of the major systems require updates?
Find a real estate agent who best meets your needs and personality. Ask your family, friends and
coworkers for referrals. Here’s a list of things your real estate agent will do for you:
 Help you assess your needs and wants in your new home and have a good understanding of
your style and preferences when selecting homes to show you.
 Respect your opinions and decisions and never force or manipulate you into making a decision
you’re not comfortable with.
 Look up all properties in your preferred area through the MLS, and know what homes are available.
 Help you avoid pitfalls to resolve any problems that could impact your transaction going
through to a successful closing.
 Protect your rights with an understanding of all laws and regulations involved with your home
purchase and assist you in every way possible to understand your rights as a home buyer.
 Negotiate for you by presenting an offer to the seller. This, combined with your preapproval
letter increases your chances of having your contract accepted.

A reputable agent will spend time with you on the phone prior to beginning a
relationship to discuss compensation as well as your wants and needs before you
start looking at homes.
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Formal Loan Application
We can help you decide

There are many types of mortgage programs available. Although most loans
are available in most areas, some may not be offered in the areas where you
are buying a home.
Finding the right loan for you depends on several factors, including:
 Your current financial situation
 How you expect your finances to change in the near future
 How long you intend to live in your home
 Your comfort level if your mortgage payment rises in the future
When considering different loan programs, the first decision is usually whether you prefer a
fixed-rate mortgage or an adjustable-rate mortgage (ARM). The best way to find the “right”
answer is to talk to your First Centennial Mortgage Professional. It’s our goal to assist you along
the way to make your new home purchase an efficient and gratifying experience by finding the
perfect loan for you, making clear all the options available to you, being there to answer your
questions over the phone, and attending your closing to help you understand the documents
you’ll be signing.

A good mortgage provider will walk you through all of the loan options you’re considering
and help you decide which is best for your personal situation.
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Plan Ahead With a Fixed-Rate Mortgage
A fixed-rate mortgage is the standard for most other mortgage products.
Fixed-rate mortgages have a fixed interest rate for the life of your loan
(known as the term), which means your monthly payments will always be the
same. When choosing a fixed-rate mortgage, most home buyers choose a
30-year term, though 15 and 20-year terms are also available.
Fixed-rate loans are ideal when you plan to stay in your home for an extended period of time. Most
fixed-rate loans allow you to pay extra dollars toward your scheduled monthly payments enabling
you to pay off your loan before the end of the term with no prepayment penalty. The length of
the term of your fixed-rate mortgage affects both the monthly payment on the mortgage and the
number of years needed to pay the loan in full. As a rule of thumb, the longer the term, the lower
the payment.
30-year fixed-rate: With this loan, you will have consistent monthly payments and can pay the
loan in full if you make the required principal and interest payment for 30 years. The primary
benefit of a 30-year fixed-rate versus other fixed-rate loans is a smaller payment since the term
is longer.

Fixed-rate home loans are the most common type of home loan in the mortgage industry.
This option is low-risk and gives you predictable monthly principal and interest (P&I) payments,
depending on which loan term you choose. Fixed-rate loans are reliable for long-term owners
ready to settle in one place for a long period of time.

20-year fixed-rate: With a 20-year mortgage, you can shorten your mortgage term by 10 years
and usually get a lower interest rate. Another advantage is that you’ll build equity in your home
faster than with a 30-year mortgage. However, your monthly payments will be higher compared to
a 30-year fixed-rate mortgage.
15-year fixed-rate: This loan term has the same benefits of the 20-year term: faster loan pay-off,
accelerated equity build-up, and lower interest rate. However, you will also have a higher monthly
payment because the term is shorter.
*Other loan terms may be available. Talk to your First Centennial Mortgage Professional for more
information.
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What’s an ARM and
why would you want one?
Adjustable-rate mortgages (ARMs) have a unique interest-rate feature that
allows changes or adjustments to the interest rate over the life of the loan.
An ARM may be attractive to you if you desire a slightly lower interest rate
during the initial stages of owning your home.
If you expect your income to rise in the future, or if you are not planning to stay in the home for
more than 7 years, an ARM may be a good choice for you.

An adjustable rate mortgage (ARM) is
ideal for borrowers who plan to move
within five years. ARMs take advantage
of a low “introductory” interest rate
so the loan stays at the same rate
typically for 5, 7 or 10 years. Once the
introductory period expires, the interest
rate changes with the movement of an
“index” (major interest rate).

Your interest rate will adjust on an ARM based on the
term of the loan. The most common ARM terms are
3-years, 5-years or 7-years. There is usually an initial
period where the rate cannot change. For example, with
a 3-year ARM, the initial interest rate would stay the
same for the first three years and then adjust each year
beginning the fourth year. Whereas with a 7-year ARM,
the initial interest rate would stay the same for the first
seven years and then adjust each year beginning the
eighth year, and so on.

In addition, most ARMs have a cap which is the maximum amount the interest rate can increase or
decrease, either in an adjustment period or over the life of the loan. For example, the interest rate
on an ARM loan with a 2% annual cap cannot increase by more than 2% per year. And an ARM loan
with a 6% lifetime cap can never have a rate higher than 6% over the starting rate.
Most adjustable-rate loans can be easily refinanced if the rate on the loan rises. Talk to your
First Centennial Mortgage Professional for more details.

12

Customized Mortgage Products
We offer alternative mortgage options if you don’t have a down payment,
haven’t yet established a strong credit history, or are unable to supply
documentation for a “traditional” mortgage. Some of these options are
described below.
USDA (United States Department of Agriculture) Mortgages
If you plan to live in a more rural area, the USDA (United States Department of Agriculture) has
a variety of loans to help low- or moderate-income individuals buy, repair or renovate a home.
USDA loans often carry low effective interest rates and do not require a cash down payment. Not
all properties qualify for these loans, so be sure to check with your First Centennial Mortgage
Professional to ensure you meet the proper requirements before considering a USDA home loan.
FHA (Federal Housing Administration) Loans
An FHA loan is insured by the Federal Housing Administration (FHA). FHA loan programs help
low- or moderate-income families become home owners by lowering some of the costs of their
mortgage loans. These loans are also a good fit for borrowers with past credit problems or limited
resources for a down payment.
With down payment options as low as 3.5%, FHA loans are a very popular option for first-time
buyers. In addition, 100% of the money needed at closing is allowed to be a gift from a relative,
nonprofit organization, or government agency. FHA also allows you to perform a “streamline”
refinance when rates go down to lower your interest rate. Talk to your Mortgage Professional to
find out if an FHA loan is right for you.
VA (Veteran’s Administration) Loans
If you have served or are presently serving in the U.S. military, we thank you for your service.
We would love to help you own a home with a VA loan. The VA loan program offers low rates
and low- or no-money-down options. VA loans do not require mortgage insurance, typically
making their monthly payments less than other no-down-payment loans. The VA also offers a
low-cost Interest Rate Reduction Loan (IRRL) program allowing you to refinance and lower your
mortgage payment inexpensively. Finally, the maximum VA loan amount varies, so check with
your First Centennial Mortgage Professional for up-to-date information.

Other Loans May Be Available!
The mortgage industry is always improving and always developing new products
to help families finance homes. Talk to your First Centennial Mortgage Professional
to see if there are any other mortgage products available to fit your needs.

13

What You Need For Your Loan Application
To ensure your mortgage application will be processed as quickly as
possible, it’s important to have all the proper information ready for your
First Centennial Mortgage Professional for when it’s needed. Keep in mind
that you may be required to pay an application fee, credit report fee and the
appraisal fee throughout the loan process.
Here are some of the documents you may be asked to bring:
Income information:
 Paycheck stubs for the last 30 days
 W-2 forms and personal tax returns for
the last 2 years
 Written verification of any other
income sources
Residence information:
 Your address(es) for the last 2 years
 Landlord contact information
Debt Information:
 For all existing loans and credit cards
 Creditor’s name, your account number,
monthly payment and balance

Down Payment Information:
 Last three months’ statements for
the following:
 Bank accounts
 Asset accounts
 Investment properties
 Retirement accounts
Information About the Property:
 Purchase contract
If a Planned Unit Development,
Condominium or Co-op:
 Name of development or project
 Phone number of homeowner’s association
 Bylaws and recent financial statements
Other Information:
 Bankruptcies, judgments or liens
against you
 Divorce or child support documentation

Getting a Loan Estimate (LE)
You will be provided with the Loan Estimate (LE) within three business days of your
application being received. The LE explains the important details about your loan including
the estimated interest rate, monthly payment and total closing costs for the loan.
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Inspection vs. Appraisal
As your loan application is being processed, an appraisal is ordered and
an inspection is conducted on the home. These reports serve completely
different purposes.

Home Inspection

Home Appraisal

DETERMINES PROPERTY CONDITION
This report is not required but can be ordered
by and completed for you, the buyer. It helps
determine, in great detail, the condition of the
property and its systems.

DETERMINES PROPERTY VALUE
This report is required with a home purchase.
The appraisal determines the fair market value
and the general physical condition of the
property you are purchasing.

HOW MUCH DOES IT COST? $350-$5501
Home inspection costs vary depending on the
complexity of the inspection and the size of the
home being inspected.

HOW MUCH DOES IT COST? $350-$6501
Home appraisal costs vary slightly depending
on the size of the home and whether it will be
an investment property or a primary residence.

HOW AND WHEN IS IT ORDERED?
A home inspection is ordered by you and your
agent once your offer is accepted, with an
inspector of your choosing.

HOW AND WHEN IS IT ORDERED?
The appraisal is typically ordered once the
home inspection is completed and signed loan
application documents are returned to First
Centennial Mortgage (if you decide to do a
home inspection). If you don’t order a home
inspection, the appraisal will be ordered once
your offer has been accepted and your loan is in
progress. Per govemmentregulated guidelines,
you will be randomly assigned an appraiser.

WHEN IS THE REPORT DELIVERED?
The home inspection report is generally
delivered to you within 24 hours from when
the inspection was completed2.

WHEN IS THE REPORT DELIVERED?
Typically, a home appraisal is delivered within
5-7 business days from the time it is ordered3.
1
3

Home inspection and appraisal costs may vary and may cost more than noted above. 2 Request ETA directly from home inspector.
Turn times are not guaranteed and may vary by location.
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How the underwriter looks at your loan
When underwriters make a decision about a home loan application, they
consider these three main factors:
1. Your ability to repay the loan: determined by verifying your current employment and analyzing
your total income. Your estimated monthly payment will be compared to your monthly income
and debt.
2. Your willingness to repay the loan: influenced by how you have paid previous loans, your credit
report and previous commitments to pay rent and/or utility bills. They’ll also examine whether
the property will be used as a primary residence or investment property.
3. The collateral: the property’s marketability and condition. The underwriter looks at the appraisal
for this information.
If all your property conditions are met, you have a good credit score and debt-to-income ratio and
your assets meet minimum criteria, your loan will likely be approved.
Setting a Closing Date
Your closing date will be specified in the Purchase Agreement you sign with the seller. This
document spells out events that must take place before the closing and should allow enough
time to apply for and obtain a mortgage. It will take into consideration such contingencies as
property inspections, title report review, or other complications which may involve legal assistance.
Certain repairs to the home may be required before agreeing to fund the loan. Consult with your
First Centennial Mortgage Professional to determine a date that leaves adequate time for all the
procedures that lead to a successful closing.
Understanding Your Closing Costs and Escrows
Three days prior to closing, you will receive the Closing Disclosure (CD), a five page document
listing final details about the mortgage such as loan terms, projected monthly payments and total
closing costs. Your first mortgage payment typically is not due until the second month after your
closing date. The closing costs and escrows usually compromise of the following:
General Closing Costs

General Escrow Costs

 Appraisal fees

 Survey fees

 Credit Report fees

 Loan Discount Points
(where applicable)

 Title Search/Title
Insurance fees
 Loan Origination fees
 Recording fees

 Investor fees
 Closing/Attorney/
Escrow fees

 Home owners insurance (you will
need a paid receipt prior to closing)
 Property Taxes
 Interest Due (from the day of
closing to the end of the month)
 Mortgage Insurance Premiums
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Closing Time
After your loan is approved, closing documents are prepared and provided to
a title/escrow company. At the closing, you make the financial commitment
to home ownership and the legal transfer of property takes place.
You will usually go to the title company’s office to sign the prepared documents. Prior to the
appointment, you will be notified by the title closer of the amount of funds required to be brought
to the loan closing.

These 2 things will occur at the closing:
1. Sign Legal Documents
These documents fall into two categories: (1) the agreement between you and the lender
regarding the terms and conditions of the mortgage and (2) the agreement between you and
the seller to transfer ownership of the property.
Once you understand all the documentation, you will sign the mortgage or deed of trust as well
as a mortgage note and any other paperwork required. Ask your First Centennial Mortgage
Professional prior to closing about any questions or concerns you may have. Remember, you
can ask plenty of questions at your closing if necessary.
2. Pay Closing Costs, Escrows and Down Payment
There are numerous fees associated with obtaining a mortgage and transferring property
ownership. Make sure you have a cashier’s check for the exact amount ready to
present at closing. Your First Centennial Mortgage Professional will provide this
information to you prior to closing to make sure you come prepared.

Before your closing date, you’ll receive your closing disclosures, which will disclose your
cash to close amount. On the day of your closing, you will sign the final documents
and your loan will be funded. Your first mortgage payment is typically not due until the
second month after your closing date.
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Looking Forward to Moving Day
Organization is key to a low-stress, efficient move into your new home.
Consider using this list, and adding any tasks that are specific to you.
You can use this list to schedule details prior to your closing date to help
contribute to an orderly moving day with few surprises.
One month before the move:
 Get estimates from different moving companies and
make a reservation with your best choice.

Using a countdown checklist
will greatly help you to
prioritize your moving needs.

 Contact your bank to arrange a transfer of accounts.
Give your new address to credit card companies.
 Submit a change-of-address form to the U.S. Postal Service and change your address on
magazine subscriptions.
 Contact your doctors and get referrals for new physicians near your new home.
 Change your property, auto and medical insurance policies to show your new address.
 Purchase moving supplies, such as packing tape, bubble wrap, furniture pads and boxes.
Two weeks before the move:
 Confirm with your First Centennial Mortgage Professional that your closing is on schedule.
 Hold a garage sale to get rid of any items you don’t want to move with you to your new home.
Then donate any leftover items to a charitable organization.
 Arrange to have your utilities disconnected or changed over to your new address.
 Begin packing household items that aren’t used on a daily basis and thoroughly label every box.
 Assemble all personal documents, licenses, certificates, records, etc., in a fireproof box.
 Inform friends and relatives of your new address.
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One week before the move:
 Make a list of all the items you will personally move, including jewelry and other personal valuables.
 Confirm arrangements and dates with the moving company.
 Pack your yard and garden tools and dispose of flammable items.
 Set aside a box of cleaning supplies to be the first box opened in your home so you can clean
right away.
One or two days before the move:
 Finish all financial matters related to the sale of your new home.
 Clean your refrigerator.
 Finish packing your belongings and have payment ready for your movers.
 Set aside food for meals and snacks on moving day.
Moving day:
 Confirm the destination address, directions and delivery time with movers.
 Supervise movers and make sure their inventory is accurate.
 Check thermostat and make sure the doors are closed and locked, appliances are turned off,
and leave the keys with the new owners.
 Complete a final walk-through to make sure nothing is left behind.
 Make sure your real estate agent knows how to contact you.
Arrival day:
 Tell your movers which items go in which rooms - your boxes should be well labeled.
 Review the moving list and truck to make sure nothing is damaged before you sign off
on the cargo list.
 Check to make sure all utilities and locks are functioning well.
 Let family and friends know you have arrived safely at your new home.
 Begin unpacking necessities like kitchenware and bathroom supplies.
 Congratulate yourself on a job well done. Enjoy your new home!
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Components of a monthly mortgage payment
Your monthly mortgage payment is made up of “PITI” (Principal, Interest,
Taxes, and Insurance) and involves amortization which means paying
regularly scheduled payments to pay off debt. At the beginning of your
loan, a larger portion of the payment is applied toward the interest, but the
proportion changes over the course of the loan. Toward the end of the loan
period, a larger portion is applied toward the principal. Over time, you are
paying more and more principal which means you are also building more and
more equity in your home each month.
Principal: A loan balance that is still owed to the lender, not including interest.
Interest: A fee charged for borrowing money.
Taxes: The county assessor determines the property tax based on the value of your home. When
a mortgage includes an escrow account, the tax portion of your monthly payment is paid by th
lender from the escrow account.
Homeowner’s (Hazard) Insurance: Insurance that protects your home and the possessions inside
the home against damages or accidents in the home or on the property. This may also be paid
through an escrow account.
Your monthly mortgage payment may also include:
PMI, FHA MIP, VA Funding Fee, USDA Guaranteed Fee: Charges for PMI, a FHA MIP, a VA Funding
Fee, or a USDA Guaranteed Fee may be included in your monthly mortgage payment depending
on your loan type, the amount of your down payment, and the unpaid balance of your loan. Often
these fees are included in financing to keep your closing costs lower.
Homeowner’s Association Dues: If you belong to an HOA (Homeowner’s Association), your
monthly dues may make up a portion of your monthly payment.

Note: most loans allow you to prepay the principal on your loan, allowing you to save
interest over the life of your loan. Talk to your First Centennial Mortgage Professional
to discuss the benefits of prepayment with you.
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Enjoy your New Home!
Home ownership is a large part of the American Dream. Your home is far
more than a place to live; It’s your own piece of the world, a space which
represents your investment in your future. More than anything else you
own, your home becomes an extension of your personality and reflects your
lifestyle, values, imagination and pride as you live there.
Stay in Touch
It’s a good idea to stay in touch with your First Centennial Mortgage Professional for future help as
necessary with the continuing financial benefits of home ownership. Your Mortgage Professional
can help you with:
 Refinancing your current mortgage to a lower rate
 Refinancing to a different loan
 Refinancing to take “cash out” for home improvements
 Buying your next home, whether you’re moving or purchasing a second home

Your Mortgage Professional is always there to help you in any way. Call your
First Centennial Mortgage Professional with any new ideas or questions.
There’s no one better qualified to help you achieve your future goals for the
way you live.
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GLOSSARY of terms

Accrued Interest: Accumulated interest that has not yet been paid.
Adjustable-Rate Mortgage (ARM): A mortgage with an interest rate that adjusts to reflect market
conditions, causing interest rates and payments to rise and fall with the market.
Amortization: Loan payment of principal and interest installments, calculated to pay off the debt at the
end of a fixed period.
Annual Percentage Rate (APR): The annual rate charged for borrowing money expressed as a
single percentage number. APR takes into account interest, discount points, lender fees and
mortgage insurance.
Application Fee: A fee charged by a lender to cover the initial costs of processing a loan application.
Appraisal: A written estimate of an evaluated property’s current market value, based on recent sales
information from similar properties and the current condition of the property; generally required before
loan approval.
Appraisal Fee: A fee charged by a licensed, certified appraiser for estimating the market value of a
property as of a specific date.
Bankruptcy: A federal court proceeding involving a person or business that is unable to repay
outstanding debts.
Basis Point: A unit of measure used in expressing differences of interest rates: 1/100th of one percent.
Borrower: An individual who applies for and receives a loan from a lender in the form of a mortgage with
the intention of repaying the loan in full over the agreed upon time-frame.
Cap: A limit on the amount the interest rate can increase or decrease for an ARM, either in an adjustment
period or over the life of the loan.
Certificate of Eligibility: A document given to qualified veterans entitling them to a VA guaranteed loan.
Obtained by sending DD-214 (Separation Paper) to the local VA office with VA form 1880 (request for
Certificate of Eligibility).
Certificate of Reasonable Value (CRV): An appraisal issued by the VA showing a property’s current
market value.
Closing: Also called settlement, a meeting between the buyer, seller and lender or their agents where
property and funds legally transfer.
Closing Costs: Expenses incurred during the process of transferring ownership of a property, or refinance,
which are paid by the borrower and/or seller during the closing. These expenses can include loan
origination fee, discount points, attorney’s fees, title insurance, appraisals, etc.
Closing Disclosure (CD): A five page document listing final details about the mortgage such as loan
terms, projected monthly payments and total closing costs.
Commitment Letter: A formal letter from the lender promising to provide the borrower with a mortgage
under certain terms and conditions.
Comparables: An abbreviation for “comparable properties” which are properties with similar
characteristics in the same area of the subject property that have recently sold. Comparables help the
appraiser determine the approximate fair market value of the subject property.
Contract Sale or Deed: The legal contract between the buyer and seller agreeing on the purchase price,
terms and conditions of a sale.
Conventional Loan: A private sector loan, one that is not guaranteed or insured by the U.S. government.
Credit Report: A report detailing a person’s credit history including previous and current credit accounts,
along with payment history.
Debt-to-Income Ratio (DTI): The ratio comparing a person’s total monthly recurring debt payments
divided by gross monthly income. This is used to measure an individual’s ability to manage monthly
payment and repay debts.
Deed of Trust: In many states, a document used instead of a mortgage to secure the payment of a note.
Default: Failure to make the monthly payments on a mortgage.
Delinquency: Failure to make payments on time. This can lead to foreclosure.
Department of Veterans Affairs (VA): A government agency that manages benefits and other issues for
veterans of the military.
Down Payment: The money paid to make up the difference between the purchase price and loan amount.
Earnest Money: Money given by a buyer to a seller as part of the purchase price to bind a transaction or
assure payment.
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Equity: An owner’s financial interest in a property; calculated by subtracting the amount still owed
on the mortgage from the fair market value of the property.
Escrow: A neutral third party that holds money and/or documents towards property taxes, homeowner’s
insurance or mortgage insurance until the escrow instructions are fulfilled.
Federal Housing Administration (FHA): A federal agency, part of Housing and Urban Development
(HUD), that insures residential mortgage loans made by private lenders and sets standards for
underwriting.
FHA Loan: A loan insured by the Federal Housing Administration designed to make housing more
affordable, specifically for first-time home buyers.
Fixed-Rate Mortgage: A mortgage loan with an interest rate that does not change throughout the life
of the loan.
Foreclosure: A legal process in which mortgaged property is sold to pay the loan of the
defaulting borrower.
Hazard Insurance: Protects the insured against loss due to fire or other natural disasters in exchange
for a premium paid to the insurer.
Homeowners Association (HOA): An organized group of owners, usually found in condominiums or
closed communities, who manage the common areas and enforce rules.
Interest Rate: The amount charged to borrow money from a lender, expressed as a percentage of the
principal loan.
Lien: A legal claim against a property.
Loan Estimate (LE): Explains the important details about a borrower’s loan including the estimated
interest rate, monthly payment and total closing costs for the loan. The LE will be provided within three
business days of receiving the application.
Loan-to-Value Ratio (LTV): The percentage of the loan amount to the appraised value the property.
Lock-in Rate: A lender’s guarantee of an interest rate for a set period of time.
Market Value: The highest price that a buyer would pay and the lowest price a seller would accept on
a property.
Mortgage Insurance (MI): Insurance that protects the lender if a borrower defaults on their mortgage
loan. MI is usually required if the down payment is less than 20% of the purchase price.
Origination Fee: A fee charged by a lender to cover the administrative costs of processing a loan.
Points: Prepaid interest charged at closing. Each point equals 1 percent of the loan.
Prepayment: A full or partial advanced repayment of the principal before the due date, thus saving
money on interest.
Prepayment Penalty: A fee charged to borrowers for paying ahead on their mortgage.
Principal: A loan balance that is still owed to the lender, not including interest.
Realtor: A state licensed real estate professional who represents a buyer or seller in a real estate
transaction in exchange for a commission; a member of the National Association of Realtors.
Real Estate Settlement Procedures Act (RESPA): A federal law that gives consumers the right to review
information about loan settlement costs after applying for a loan and again at loan settlement. These
guidelines provide acceptable practices and fees in real estate transactions.
Second Mortgage: An additional mortgage placed on a property with subordinate rights to the
first mortgage.
Term: The period of time that covers the life of the loan, usually in years.
Title: A document that indicates ownership of a property, as well as rights of ownership and possession
of the property.
Title Insurance: Insurance that protects the lender (lender’s policy) or buyer (owner’s policy) against loss
due to disputes over property ownership.
VA Loan: A home loan available to veterans with little or no down payment and guaranteed by the
U.S. Veterans’ Administration.
Verification of Employment (VOE): A document signed by the borrower’s employer verifying his/her
position and salary.

GLOSSARY of terms

Equal Credit Opportunity Act (ECOA): Federal law enacted in 1974 making it unlawful for any creditor
to discriminate based on race, color, religion, national origin, age, sex, marital status or receipt of income
from public assistance programs.

23

TM

First Centennial Mortgage Corporation is an Equal Housing Lender. NMLS # 132763 (www.nmlsconsumeraccess.org) | 877.463.2610. First Centennial Mortgage Corp. operates with the
following licenses: AZ # BK-0928494, CA Licensed by the Department of Business Oversight under the California Residential Mortgage Lending Act. License # 413-1113, CO Regulated by the
Department of Real Estate, FL # MLD160, IL Residential Mortgage Licensee # MB.0004239, IN # 15064, MI # FL0011684, MN # MN-MO-40125403, WA # CL-132763, WI # 43972BA. This is
not an offer for extension of credit or a commitment to lend as defined by Section 12 CFR 1026.2 Regulation Z. Interest rates and products are subject to change at any time without notice
or may not be available at the time of loan commitment or lock. All loans must satisfy company underwriting guidelines. 2471 W. Sullivan Road, Aurora, IL 60506. 1210_1703 // EXP. 0917

