The Practical Guide to Processing © 2006 QuickStart™ Publications

INTRODUGCTION L.t e e e 1

CHAPTER 1 — THE PROCESSORS DUTIES & RESPONSIBILITIES..........coooiii, 3

JOB DESCRIPTION - MORTGAGE LOAN PROCESSOR .....ccururtititsesesssssessssssssssssssssssssssssssssssssssssssssssssssssssssssssssesssssssasessnns 3
PROCESS FLOW ...ttt sttt £ttt 6

CHAPTER 2 - MORTGAGE INDUSTRY OVERVIEW .....ccotiiiiiiiiiiiiiii e 7

BASIC MORTGAGE MATH. ..ottt bbb bbb bbb
LOAN PRODUCTS.....curiteiirtssisisstss st s st ss st bbb b s bbb R bR bbb
UNDERSTANDING ARM ..ottt

UNDERSTANDING LOAN PLAN SPECIFICATIONS AND GUIDELINES

CHAPTER 3 - NEW LOAN SETUP, VENDORS AND DISCLOSURES .........cccoiiiiiiiiie, 29

SOURCESOF APPLICATIONS AND TREATMENT ..ccvvvveoeveseaeesesssseesssssessssssessssssnssssssssesssssssssessssssnesssssnsssssssssssssnnnees
LOAN FILE SET-UP PROCEDURES - SET UP CHECKLIST
ORDERING THE CREDIT REPORT .....oooorveeeaesessasesssssesssssssessessssssssssssssssssssssssssessssssasssssssssssssssssesssssnssssssnssssssnnees
ASSIGNED FILES......ooumveeteeeeeseseessssseessssssessssssssssssssssssssssssssssssssesssssssessssssasssssssssssssssssssssssssssssssssssssasssssssssssssssnsssssssnnns
SENDING OUT DISCLOSURES
RESPA — THE REAL ESTATE SETTLEMENT PROCEDURES A CT ...ocvvvveeeesosseesssssssssssssssssssssssesssssssssssssssssssnnees 4
THE TRUTH-IN-LENDING ACT (TILA) cootuuervveeeeeeeeeeeesesesesesssssessssssseesssssssessssssesssssssessssssssssssssesssssssessssssnsssssssasesssens
SECTION 32 OF TRUTH-IN-LENDING ACT ......oemerrrrerererresenerissnnenes

THE EQUAL CREDIT OPPORTUNITY ACT (“ECOA”).....oomervrrrrenenes

HANDLING MISSING DOCUMENTATION ......oevvveermnersesenessesnnssssnnnes

THE WELCOME PACKAGE - BORROWER INTRODUCTION
DIRECT VERIFICATIONS ...v.voorvsessessssssessssssssssssssssssssssssssssessssssasssssssasssssssassssssssssssssasssssssssssssssnesssssssssssssssssssnsnees
FILE ORDER.....covvvveoersesesessesssesssssssessssssossssssssssssssnssssssssssssssesessssasssssssasssssssasesssssasssssssasssssssssesssssnesssssnsssssssssssssnnnees

CREDIT BUREAUS VS. CREDIT REPOSITORIES.......ccettututueinrieeessieeesseessss et essss e ss s s sssssssssssssssssssaens
COMPONENTS OF THE HOUSING AND EXPENSE RATIOS
CREDIT HISTORY ...ttt sssessssssssenses
SUB-PRIME LENDING

CHAPTER 5 - DOCUMENTATION REVIEW - INCOME DOCUMENTATION .....ccocciiiiiiiiins 85

INCOME COMPUTATION.....couitieiuestsntessestss sttt bbb a bR bR bbb bbbt
SELF-EMPLOYMENT ..ottt
SELF EMPLOYMENT ANALYSISTOOLS

CHAPTER 6 - DOCUMENTATION REVIEW - ASSETS ... 105

VERIFYING A STET S...uututueuiueueuenestieseestsssesestsssesesssssesasssesee s se st sssesssssssessstssssssssssssssstssssssssssssnsssssssssssssnsnsnsssnsnsssssnsnes
SELLER CONTRIBUTIONS
ASSETSFOR DOWN PAYMENT , CLOSING COSTS AND RESERVES......cccottueeuimrmeentireeteeesseessesessesssssssenes 110
THE EARNEST IMONEY DEPOSIT ...uciiiiriresesisesesesesesesesesesesssesesssssesesssssesesssssesesssssesesssssessssssssssssssssssssssssssssssssssssssssnsasas 114

CHAPTER 7 — DOCUMENTATION REVIEW — PROPERTY, APPRAISALS, PROJECTS, NEW
CONSTRUCTION ..ottt et et et et e e eae s 117

UNDERSTANDING PROPERTY TYPES.....ccitiriririirisiseiserisiesese sttt 117
INVESTMENT PROPERTY ...ouititiuiuitirereseseresessssiesesssssesesesssesssss s s s sss et sssssssssssssssssssssssssssssssssssssssssssssssssssnsassssens 125

Page i



The Practical Guide to Processing © 2006 QuickStart™ Publications

BASIC UNDERWRITING PREPARATIONS. .. c.curresieerersesesessesessssessesssssessessssssssesssssessssesssssssssssessssssssessssessssssssssssesssnes 129
DETAILED CREDIT PACKAGE ORDER......cccotstrttttstseeestseseseseseesesesssesesssssssssssssessssssssssssssssnssssssssssssssssssssssssssssnes 131
BASIC LOAN SUBMISSION CHECKLIST ..tieiieeeseseeseseseseseseseseeseseesesessseesssssesssssssessssssssssssssssnssssssssnsssssssnsssssnsaes 136
BASE PROCESSING CHECKLIST
REVIEWING THE APPLICATION
SECTIONS 1 & 2 OF APPLICATION ...cuteuueteteueuetetesesetetesesesesesesesesesesesesesesesasesesesesesesaseseseseseseseseseseseseseseseseseseseseseseseses
SECTION 3— PERSONAL INFORMATION....
THE APPROVAL PROCESS........couititrtststsiresssssisesssssesesssssssesssssesesssssssssssssssssssssssesssssssssssssssssssssssssssssssssssssssssssssssessssssnsasas
UNDERSTANDING DU AND LP RESULTS . ..ottt

CHAPTER 9 - THE CLOSING AND REQUIREMENTS ...ttt 156

BROKERED TRANSACTIONS VS, FUNDED TRANSACTIONS .....cccstnitttriieeiseesessesssesss s sssssens 156
SETTLEMENT AGENT — DOCUMENT REQUIREMENTS.....cututtirriieneesseeaessesesssess s sesessssssesssssessssesssessssesssssssenses 162
REQUIRED CLOSING CONDITIONS.....cucuttrresteeressestsssesseseasssssessssessesssssessesssssssssssssessssesssessssssssessssssssessssesssssssssssesssnes 163

CHAPTER 10 — SOFTWARE ... 167

SOFTWARE INTRODUCT ION....cuttiteteeresteseserereesssesessssessessessnssssssssssssesssensssssesssssssesssessesesssssssensssssesssssssesssssesssensssnsen 167
CHAPTER 11 - TIME MANAGEMENT STRATEGIES FOR PROCESSORS ...........cccovveenneen. 173

PIPELINE IMANAGEMENT ...cututtrtteerteneseseseesestseeesesesese st st st sttt ettt ettt ettt ettt
PROCESSOR TIME MANAGEMENT TECHNIQUES ......ccotttereieeeneseseeseeseeeseseesese e se s se s snenen
SYSTEM 1 - PIPELINE REVIEW.....oiuiuitiieieieteieieieie ettt bbb bbbt b bbb bbb bbb bbb b bbb enenaes
LOAN STATUS PROCEDURE ......cotutueteensesesesensisssesensesssesessssssssensassssses

SYSTEM 2 - THE COMPLETE APPLICATION SYSTEM
SYSTEM 3 — TIME BLOCKING......c.curtrtueerereeneieerensisietsesessessesesssessesenses

SYSTEM 4 — FORMS MANAGEMENT ....ovutuereriesisteersesesesessesesssessssessssessessssssssesssssessssessssssssssssessessassesssssnssesssssnssesssnenses
STATUS REPORTS....cotttutuerersetstiessesesssessestsssessesessssssssesssessssesssessssesssssssssssssssssesssssesssstsssesassssssessessassessssenssesessenssesssenses

APPENDIX - FORMS ...

MORTGAGE TERMINOLOGY ..ttt ettt et e e e e e ene e 187

Page ii






