How to read a mortgage Loan Estimate
(formerly a “Good Faith Estimate”)

Loan Estimates let you easily shop for mortgage rates

A Loan Estimate — formerly called a “Good Faith Estimate” —is the
most important document you'll look at when you shop for a mortgage.

The Loan Estimate lists everything you need to know about a
mortgage. It includes things like the interest rate, upfront loan costs,
and monthly payments, as well as a breakdown of your closing costs.

LEs always come in the same format, making it easy to compare rates
and fees from different lenders side-by-side.

This lets you shop for a loan with complete visibility about how much it
will cost from any given mortgage company.

What is a Loan Estimate or “Good Faith Estimate”?

A Loan Estimate (LE) is a standard document you'll receive when you
apply for a mortgage with any lender.

This document used to be called a “Good Faith Estimate,” but was
updated in 2015. The new version, called a “Loan Estimate,” is easier to
read and a more useful tool for loan shoppers.

LEs always follow the same format — making it simple to compare loan
offers side-by-side and find out which company offers the best rates
and fees.

Lenders are required to send you a loan estimate within 3 days of you
applying for a mortgage.

What is included in a Loan Estimate?

The LE is 3 pages long, split into sections which outline the termes,
closing costs, and fees associated with your loan.

Some of the items you'll find listed on your mortgage Loan Estimate
include:




. A summary of your loan details, which include your loan amount,
the term of your loan, and your initial monthly payment

. Your escrow account information, which includes your pro-rated
annual property tax and homeowners insurance costs

. Your estimated loan closing costs, including your lender fees,
your title fees, and whatever third-party costs apply

While it's important to understand all the terms on your Loan Estimate,
there are a few key sections you'll want to pay special attention to. We
walk through those below.

How to read a Loan Estimate: Page 1

Page one of the Loan Estimate is an overview of your loan terms and
costs. When you're comparing lenders, you'll want to pay special
attention to:

. Dateissued — The LE is only binding to the lender for 10 days
after this date. You should also try to get all LEs on the same day,
as rates change daily

. Loan term and type — Make sure these are the terms you
wanted, and that all LEs you compare show the same information.
Accidentally comparing a 15-year loan to a 30-year loan, for
example, would give you a skewed rate comparison

. Interest rate — Look for the lowest rate. But also pay attention to
page two, which shows you how much you have to pay (in the
form of “points”) to get that rate

. Estimated total monthly payment — This shows you how much
you'd pay each month with principal, interest, taxes, and insurance
included

. Estimated cash to close — This number shows how much money
you need upfront, including your down payment as well as lender
fees and third-party charges

See where you can find these items below.




4321 Random Boulevard « Somecity, ST 12340

Save this Loan Estimate to compare with your Closing Disclosure.

Loan Estimate

DATE ISSUED  2/15/2013

APPLICANTS  Michael Jones and Mary Stone
123 Anywhere Street
Anytown, ST 12345

PROPERTY 456 Somewhere Avenue
Anytown, ST 12345

SALEPRICE  $180,000

LOAN TERM 30 years

PURPOSE Purchase

PRODUCT  Fixed Rate

LOAN TYPE X Conventional CFHA CIVA O

LOANID # 123456789

RATELOCK LCINO M YES, until 4/16/2013 at 5:00 p.m. EDT

Before closing, yourinterest rate, points, and lender credits can
change unless you lock the interest rate. All other estimated
closing costs expire on 3/4/2013 at 5:00 p.m. EDT

Can this amount increase after closing?

Loan Amount $162,000 NO
Interest Rate 3.875% NO
Monthly Principal & Interest $761.78 NO
See Projected Payments below foryour
Estimated Total Monthly Payment
Does the loan have these features?
Prepayment Penalty YES - Ashigh as $3,240 ifyou pay off the loan during the
first 2 years
Balloon Payment NO
Frole ed Pa
Payment Calculation Years 1-7 Years 8-30
Principal & Interest $761.78 $761.78
Mortgage Insurance + 82 + —
Estimated Escrow + 206 + 206
Amount can increase overtime
Estimated Total
Monthly Payment $1,050 $968
This estimate includes In escrow?
[x] Property Taxes YES
i’:‘l;:::::;:::s’ Insurance 5206 [(X| Homeowner$ Insurance YES
Amount can increase over time amonth CJother:
See Section G on page 2 forescrowed property costs. You must pay for other
property costs separately.
Estimated Closing Costs $8,054 Includes $5,672 in Loan Costs + $2,382 in Other Costs - $0
in Lender Credits. See page 2 for details.
Estimated Cash to Close $ 16,054  Includes Closing Costs. See Calculating Cash to Close on page 2 fordetails.

Visit www.consumerfinance.gov/mortgage-estimate for general information and tools.

LOAN ESTIMATE

PAGE 1 OF 3 « LOANID # 123456789




Source: The Consumer Financial Protection Bureau
How to read a Loan Estimate: Page 2

The second page of your loan estimate breaks down the costs shown
on the first page. To better understand your interest rate and fees, you
should look at:

. Points — This shows the dollar amount you must pay to “buy
down"” your interest rate, and actually receive the rate shown on
page |

. Application and underwriting fee — Lenders all charge different

fees to process your loan. Consider what you're paying the lender
upfront as well as your interest rate

. Services you can shop for — These are third-party services.
They're not set by your lender, but you're free to shop for cheaper
third-party providers

. Calculating cash to close — This box shows you a breakdown of
the “cash to close” shown on page 1

See where you can find these items below.




Closing Cost Details

A. Origination Charges $1,802
.25 % of Loan Amount (Points) $405
Application Fee $300
Underwriting Fee $1,097
B. Services You Cannot Shop For $672
Appraisal Fee $405
Credit Report Fee $30
FAood Determination Fee $20
HAood Monitoring Fee $32
Tax Monitoring Fee $75
Tax Status Research Fee s$1o
C. Services You Can Shop For $3,198
Pest Inspection Fee $135
Survey Fee $65
Title — Insurance Binder $700
Title - Lender’s Title Policy $§535
Title - Settlement Agent Fee $502
Title - Title Search $1,261
D. TOTALLOAN COSTS(A+B +C) $5,672

Other Costs
E. Taxes and Other Government Fees $85
Recording Fees and Other Taxes $85
Transfer Taxes
F. Prepaids $867
Homeowner’s Insurance Premium ( 6 months) $605

Mortgage Insurance Premium (  months)
Prepaid Interest ($17.44 per day for 15 days @ 3.875%)  $262
Property Taxes ( months)

G. Initial Escrow Payment at Closing $413

Homeowner’s Insurance $100.83 per month for 2 mo.  $202
Mortgage Insurance permonth for mo.

Property Taxes $105.20 permonth for 2 mo.  $211
H. Other $1,017
Title - Owners Title Policy (optional) $1,017
1. TOTALOTHER COSTS(E+F+ G+ H) $2,382
J. TOTAL CLOSING COSTS $8,054
D+l $8,054
Lender Credits

Calculating Cash to Close

Total Closing Costs (J) $8,054
Closing Costs Financed (Paid from your Loan Amount) S0
Down Payment/Funds from Borrower $18,000
Deposit - $10,000
Funds for Borrower 50
Seller Credits 50
Adjustrents and Other Credits 50
Estimated Cash to Close $16,054

Source: The Consumer Financial Protection Bureau




How to read a Loan Estimate: Page 3

Page three of the Loan Estimate has a few more key numbers to help
you compare offers from different mortgage lenders.

. In5years — Shows how much you will have paid altogether, and
how much you will have paid off toward the loan balance alone, in
5 years. This number is especially helpful if you don't plan to stay in
the house a long time, as it helps you understand the weight of
upfront costs vs. interest rate in the short-term

. APR — Another way to compare two lenders’ rates and fees
combined. The APR represents your total loan costs over the life of
the loan, including interest and upfront costs, expressed as an
annual percentage

See where you can find these items below.




Additional Information About This Loan

LENDER Ficus Bank MORTGAGE BROKER
NMLS/__LICENSE ID NMLS/__ LICENSE ID
LOAN OFFICER Joe Smith LOAN OFFICER
NMLS/__LICENSEID 12345 NMLS/__ LICENSEID
EMAIL joesmith@ficusbank.com EMAIL
PHONE 123-456-7890 PHONK
omparlso Use these measures to compare this loan with otherloans.
T $56,582 Total you will have paid in principal, interest, mortgage insurance, and loan costs.

: $15,773 Principal you will have paid off.

Annual Percentage Rate (APR) | 4.274% Your costs over the loan term expressed as a rate. This is not your interest rate.

Total Interest Percentage (TIP) | 69.45%  The total amount of interest that you will pay over the loan term as a

percentage of your loan amount.

Other Conslderations

Appraisal

Assumption

Homeowner’s
Insurance
Late Payment

Refinance

Servicing

We may order an appraisal to determine the property’s value and charge you for this
appraisal. We will promptly give you a copy of any appraisal, even if your loan does not close.
You can pay for an additional appraisal for your own use at your own cost.

If you sell or transfer this property to another person, we
will allow, under certain conditions, this person to assume this loan on the original terms.
%) will not allow assumption of this loan on the original terms.

This loan requires homeowner’s insurance on the property, which you may obtain from a
company of your choice that we find acceptable.

If your payment is more than 15 days late, we will charge a late fee of 5% of the monthly
principal and interest payment.

Refinancing this loan will depend on your future financial situation, the property value, and
market conditions. You may not be able to refinance this loan.

We intend
[J to service your loan. If so, you will make your payments to us.
[x] to transfer servicing of your loan.

Source: The Consumer Financial Protection Bureau




How many days is a loan estimate good for?

These terms on a Loan Estimate are valid and binding for a period of 10
days from issuance. That means a lender must follow through with the
rate and terms offered on your LE if you move forward with the loan
within 10 days — provided that there are no major changes to the loan
or application.

Does a good faith estimate mean you’re approved?

Receiving a Loan Estimate or “Good Faith Estimate” does not mean
you're approved for a mortgage. As the CFPB puts it, “Loan Estimate
shows you what loan terms the lender expects to offer if you decide to
move forward.”

If you do move forward, you'll have to provide additional documents
proving your ability to repay the loan.

Remember, the Loan Estimate is issued based on an initial look at your
application. You can get an LE after providing just:

« YOUr name
. Yourincome
. The property address of the home you want to purchase/refinance
. The property’s value estimate or purchase price
« Your loan amount
« Your Social Security number
Source: Quicken Loans

At the time a lender sends the Loan Estimate, it hasn't yet seen all the
documentation supporting those numbers on your application. In other
words, your loan hasn’'t gone through full “underwriting.”

If anything on your application can't be fully documented (like your
income, savings, debt, etc.), your loan terms are subject to change.



https://www.consumerfinance.gov/ask-cfpb/what-is-a-loan-estimate-en-1995/

The terms on your LE are also subject to change if there's a major
change to your loan. For instance, if you change the term for 30 to 15
years or decide you want an adjustable-rate mortgage instead of a
fixed-rate mortgage.

Only after the lender has fully reviewed all your documents will you be
officially “approved” for the loan.

How accurate is a loan estimate?

Although it's just an estimate, the Loan Estimate is very often a
reasonable approximation of what your loan will cost. This is because,
by law, final loan costs must be within 10 percent of the costs shown on
the original LE.

Importantly, you should try to get all your Loan Estimates on the same
day. That's because mortgage rates change on a daily basis. So if you
look at different LEs from different lenders on different days, you're not
really comparing apples to apples quotes.

Full list of mortgage Loan Estimate definitions
Key terms on Loan Estimate page 1.
« Loan amount — The home price, minus your down payment

. Interest rate — Your annual interest rate expressed as a
percentage of the loan amount

. Principal and interest — Your monthly payment to the mortgage
company. Includes the amount paid toward your loan balance and
interest paid to the lender

. Prepayment penalty — May be charged if you sell, pay off a big
chunk of the loan balance, or refinance within the stated time
frame. Not all lenders have a prepayment penalty

. Balloon payment — Most loans do not have a balloon payment.
This is a special type of loan with lower initial payments, and a
large lump-sum payment due at the end




Mortgage insurance — Mortgage insurance is an additional
monthly charge, usually required if you put less than 20% down

Escrow — Typically, you pay taxes and insurance in monthly
installments along with your mortgage. This money goes into an
“escrow"” account

Taxes and insurance — What you owe for property taxes and
homeowners insurance, divided by 12 to show a monthly charge

Closing costs — Closing costs include all upfront fees charged by
your lender and third-party companies to approve, set up, and
fund the loan

Cash to close — Cash to close includes closing costs, plus your
down payment; this represents the total amount you have to pay
out-of-pocket at the closing table

Key terms on Loan Estimate page 2:

Application fee — Fee to apply for the mortgage. Many lenders do
not charge an application fee

Underwriting fee — Fee for the mortgage company to review all
your documentation and officially approve you for the loan

Services you cannot shop for — According to the CEPB, “The
services and service providers in this section are required and
chosen by the lender. Because you can't shop separately for lower
prices from other providers, compare the overall cost of the items
in this section to the Loan Estimates from other lenders”

Services you can shop for — According to the CEPB, “The services
in this section are required by the lender, but you can save money
by shopping for these services separately. Along with the Loan
Estimate, the lender should provide you with a list of approved
providers for each of these services”

Taxes and government fees — The cost to legally transfer the title
of the house/property to you



https://www.consumerfinance.gov/owning-a-home/loan-estimate/
https://www.consumerfinance.gov/owning-a-home/loan-estimate/

Prepaids — Prepaid homeowners insurance (typically 12 months)
due at closing, plus any prepaid mortgage interest

Initial escrow payment at closing — Your first few months of
homeowners insurance premiums and property taxes to be
deposited into escrow, due at closing

Closing costs financed — If any of your closing costs are rolled
into the loan balance, that amount will be subtracted from your
cash to close

Deposit — Your earnest money deposit will be subtracted from
your final cash to close

Lender credits — A rebate offered by the lender to reduce your
closing costs. Usually, if there are lender credits, you're paying a
higher interest rate. Make sure you discuss this decision with your
lender

Seller credits — If you negotiated with the seller to_pay part or all
of your closing costs, that amount will be subtracted from your
cash to close

Key terms on Loan Estimate page 3:

In 5 years — The total amount you'd pay toward the loan in five
years, including principal, interest, mortgage insurance, and
upfront costs

Annual percentage rate (APR) — Your combined interest and
loan costs, represented as a percentage of the loan

amount. APR is the effective annual rate you'd be paying if all
costs were spread out over the life of the loan

Total interest percentage (TIP) — Your total interest cost if you
were to pay off the loan in full, represented as a percentage of the
loan amount

Late payment — Indicates whether there is a fee for being late on
your mortgage payment, and if so, what the grace period is




. Servicing — Indicates whether the lender will keep your
mortgage or transfer servicing to another company. If it transfers
servicing, the new company will handle payments and any
modifications to the loan in the future. Transferring servicing is the
norm

How to get a Loan Estimate

If you don't have a home picked out yet, a mortgage lender is likely to
give you a “quote” — a non-binding estimate of what your loan might
look like.

If you do have a home picked out, you can complete a mortgage
application and get an official Loan Estimate within 3 days.

An LE is free (aside from a potential credit check fee) and gives you all
the information you need to find the best mortgage deal.




