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I am dedicated to helping my clients build wealth through tailored
residential mortgage solutions for both purchases and refinances. As a
Senior Vice President at CMG Home Loans, I take pride in serving a diverse
range of clients—from first-time homebuyers realizing their dream of
homeownership to seasoned investors making multi-million-dollar
acquisitions. My personalized approach ensures that every client receives
the mortgage program that best fits their unique needs.
In addition to traditional mortgage products, I specialize in a wide array of
financing options, including All In One (AIO), DSCR, 12 Month Bank
Statement, ITIN, Doctor Loans, VA (Veterans Affairs) Loans, Construction-
to-Permanent Financing, Bridge Loans, FHA, Portfolio Lending, Jumbo
Loans, and various state bond programs. 

About Sarah Pichardo 

For first-time homebuyers, I offer expertise in securing special financing options, such as up to 100% financing,
Mortgage Credit Certificates, Down Payment Assistance, and grant programs that provide free funds toward
down payments for eligible buyers across multiple states. Licensed in 39 states, I support homebuyers
nationwide with dedication and care.
My path to success began after attending Cornell University, where I met my husband, Carlos. Married for over
40 years, we have built a beautiful life together, enriched by our experiences living abroad in Japan and
Venezuela. Growing up on a farm in Maryland with 60 greenhouses, cows, chickens, pigs, and sprawling
vegetable gardens, I learned the values of hard work, resilience, and community. As one of eight children, I carry
those values into both my professional and personal life.
My strong work ethic and deep commitment to client satisfaction propelled my rapid rise in the mortgage
industry. I launched my career in 2003 and became a top-producing Senior Loan Officer by 2007. Since 2006, I
have been a leading loan officer for state bond programs supporting first-time homebuyers, and I am honored to
have received the prestigious $1 billion Lifetime Closed Loan Award from The Washington Post.
I live in Clifton, Virginia, and cherish my roles as a wife, mother to three wonderful children—each of whom has
chosen an amazing spouse—and grandmother to eight beloved grandchildren. I find joy in cooking, gardening,
hosting parties, golfing, skiing, dancing, reading, walking on the beach, and traveling. A lover of Latin music and a
proud member of Ordo Santi Constantini Magni, my life is deeply rooted in my faith, church, and strong family
values.
I love my country, my clients, and my job, and I find purpose in making a meaningful difference in the lives of
those I serve. Whether guiding first-time buyers through homeownership classes or helping seasoned investors
navigate complex financing, I approach every relationship with gratitude, integrity, and a passion for excellence.



Mortgage Lending in Today’s World 

The mortgage crisis of 2008 created a special window of opportunity for homebuyers.  Our Federal
Government’s intervention to keep the economy from collapsing by buying mortgage backed securities
resulted in lower interest rates and greater purchasing power helped rebuild and strengthen the mortgage
industry. The Federal Government also introduced changes in lending guidelines in order to restore consumer
confidence and ensure stronger safer mortgages- tasking the lender with the responsibility to determine that
the borrower has the ability to repay the debt to minimize the chance of repeating the mistakes made that
created the past crisis.     

Real Estate is one of the best ways to build personal wealth. It is through Leveraging that we accomplish
growth.  When it comes to using real estate to build wealth, we are using a mortgage to secure a home, thus
leveraging our position. We take a small amount of money – our down payment in order to make a lot of
money – our mortgage work for us. There are many reasons to purchase a home, which include this idea of
leveraging and the anticipated building of equity. 

Equity is the difference between what the current value of your home is, in relation to the amount that you
owe.  As the prices of the homes rise and reducing your principal balance by making monthly mortgage
payments builds equity.  

Purchasing a home also allows one to control and fix the cost of their housing expense.  Landlords want to
maximize their earnings periodically raising rent.  In a fixed mortgage loan, the principal and interest payments
do not change for the term of the loan. When needed the equity in your home can be accessed by refinancing
or selling your home.  Many homeowners achieve life goals by refinancing and pulling some of the equity they
have built over time to help pay for renovations, children’s college, pay off consumer debt, purchase a bigger
home, etc.  

Pride and the feeling of achievement derived from homeownership are easier than one may think.  America
has a variety of programs that facilitate the process, and the guidelines used in approving mortgages today
reduce the likelihood of default.  Knowing what a lender requires to meet guidelines and grant a loan is a key
part in ensuring a fast and easy process. 

Knowledge is power and by knowing the options available allows one to make financial decisions that are best
for their family. Working with a lender that is willing to provide scenarios and educate clients about the
differences in the loan programs help reduce the learning curve and assure that the right program is chosen.
Understanding what the lender needs and providing the required documentation can make a difference in the
experience one has in obtaining a mortgage loan under the more recent and restrictive guidelines of today’s
world.  The best way to make the process easy is to make your lender love you.  Knowing what to expect and
providing the documents required to process and approve the mortgage will make it a positive experience for
both of you. 



The Homebuyer’s Road Map 

Choose a lender

Get pre-qualified by completing the
application (www.sarahpichardo.com) and
providing the documents needed by your
lender to secure financing

Work with your lender to determine a
comfortable price point and monthly
payment amount

Choose a Real Estate Agent 

Start your home search 

When you find the home you like, work with
your Real Estate Agent to make an offer

If your offer is accepted and the contract
ratified, your agent will work with you to set
up a home inspection.

Get the contract to your lender, and lock in
your interest rate 

Let your lender know whom you will be using for
your homeowner’s insurance.

Initial application and disclosures will be sent for
your review and signatures to begin the
financing process

Lender orders appraisal on the home 

Processing: Once we receive of your Disclosure
Forms, which include your intent to proceed, our
processor will review your application and
supporting documents to ensure that the
information corresponds.

Underwriting: Our underwriter will review your
appraisal and loan for accuracy and confirm that
your loan information meets the standard
guidelines of your selected loan type.

When your loan is approved, your lender and
title company will work together to prepare the
documents for closing.

Attend settlement and get everything signed 

Move in! 

Erik Halverson
Cross-Out

Erik Halverson
Inserted Text



Analogies sometimes help individuals not familiar with a certain industry to understand a related concept. One of
my favorite analogies in the mortgage industry is the one that compares a Loan to a Chair; for good support, both
require four legs! 

Documentation provides proof of the information on the loan application. These documents are necessary for a
lender to make the determination of risk. Typically, a lender is going to require a government issued ID such as a
Driver’s License, and a minimum of the most recent 2 years W2s,30 day’s most recent paystubs with year to date
information, and 2 months most recent asset/bank statements. Please provide all pages of the statements, and
source of any of the deposits that are not direct payroll deposits. Be especially careful during the time of a mortgage
transaction to limit or eliminate any “non- sufficient funds” as well as overdraft protection charges. 

Credit Score

Credit scores are easy to understand: If you pay your bills on time, you should have good credit. Credit scores allow
lenders to evaluate the past payment history of an individual and determine the implications in regard to future
probability of loan repayment. Credit is an important determining factor in many areas of one’s life. It can determine
the interest rate they receive on car loans, credit cards, and mortgages. Even employers sometimes look at credit
scores to determine is a candidate is financially responsible. It is important to review your credit report regularly (at
least once a year) to determine what is being reported about you and to make sure the information is accurate.
Many lenders have analyzers that can help determine if there are things and individual can do to improve their
scores. These analyzers can often predict “what-if’s”, such as paying off or down on various accounts, opening or
closing accounts, and increasing or decreasing a credit line. These various actions can often reward the individual
with the ability to maximize their credit scores. 

A Loan Is Like a Chair

DocumentationLoan to Value Debt to Income

Documentation

The Importance of Credit 

Depending on the Program each of these 4 concepts can impact the loan and qualification/pricing. 

Loan to Value (LTV) 

Loan to Value (LTV) is the value of the loan to the value of the property. Different loan programs require different
minimum down payments. The loan to value is expressed as a ratio. The lender associates lower down payment with
higher risk. The lower the loan to value or the more money a borrower puts into the transaction the less likely a
default will occur. Loan “value” refers to the lesser price of either the sales price or the appraised value of the
property. The lender will base your loan on this value. 

Debt to Income (DTI) 

Debt to Income indicates to the lender your capacity-can you afford the home. Lenders consider 2 ratios: The
Housing Ratio and the Total Debt Ratio (also known as “front ratio” and “back ratio”). When one thinks in terms of a
budget, they typically look at their net income or what they take home each month. Mortgage lenders look at the
Gross income with W-2 borrowers. Income is calculated differently for a salary borrower than it is for an hourly
borrower. If an individual works 2 or more jobs, receives bonuses, overtime or commission, then 2 or more years of
these records are necessary to be able to use the income to qualify. Self-employed borrowers are calculated in yet
another way. Lenders will use a 2 year average of the borrowers net income. 
*Check out the worksheet in the back of the booklet to guide you through determining your debt ratios.

The 4 “legs” of a loan are: 



Evaluating Risk 

Lenders evaluate risk. The lower the risk, the more likely the loan is to be paid back. In assessing the level of
risk and making a decision to extend credit or approve a mortgage loan, key factors are taken into
consideration. 

Credit History 

Lenders use the credit report as an indicator as to the likelihood and willingness a borrower is to repay their
debts.  The Credit report is the borrower’s history of debt repayment.  The idea is that if over time one pays
their debts in a timely manner, they are more apt to continue to do so.  Paystubs and W-2's/tax returns are
analyzed to determine a borrower’s ability to repay their mortgage. The higher the credit scores the better
the interest rate. Most Conventional loans require a minimum credit score of 620.  Pricing typically improves
for borrowers as the credit score goes up.  Most lenders have pricing differentials according to the credit
scores.  Borrowers with excellent credit are rewarded for higher scores. A perfect score is 850.  The
differential occurs in 5 ranges

620-660

661-680

681-700

700-740

740+

The appraised market value of the property to be mortgaged. 

The appraisal is a 3rd party’s opinion of what the home is currently worth.  The appraiser will use homes that
have sold and settled in the last three months that are most like the subject home in size, age, features, and
proximity. 

The appraisal is a 3rd party’s opinion of what the
home is currently worth.  The appraiser will use

homes that have sold and settled in the last three
months that are most like the subject home in

size, age, features, and proximity. 



How to Make Your Lender Love You 

Provide complete and accurate information on the application (The application captures the
borrower’s name, date of birth, social security number, income, and where the borrower has lived
and worked for the past two years and their assets) 

Provide the supporting documentation required to process and approve your loan. Lending
institutions are governed by strict guidelines set forth by the United States government and are
federally obligated to remain compliant. 

Familiarize yourself with concepts and terms such as Credit Scores, Loan to Value, Debt to Income,
and the importance and purpose of documentation needed to process and approve a loan. 

Have a basic understanding of the loan types and loan programs available. This knowledge doesn’t
just benefit your lender - it ensures that you, as a borrower, are educated and making the best
financial decision.

Develop a basic understanding of Loan Process.

Information needed to apply
 for a mortgage loan 

The information a lender needs to process a mortgage loan application include: 

Personal Information

Employment Information

Income documentation

Asset documentation

Information about any properties currently owned

Liabilities (Lenders can pull this from your credit report)

Subject Property Value



The lender must be able to verify your employment and income. To do this, they will need: 

Name,address and contact information of present employer

Years at current job

Years employed in this line of work

Position

Lenders need to obtain as much accurate, complete information about the borrower as possible.
This will help shorten the loan approval process and expedite closing. 

Full legal names of all purchasers as they
are to appear on the title to the property

Home/office/cell telephone numbers

Date of Birth

Address –covering most recent 2+ years
Employment information covering most
recent 2+ years

Employment information covering most recent 2+
years

Personal Information 

Employment Information 

Social Security Numbers Years of School (up to high school is 12 + years of
college if applicable)

Marital Status

Number of dependents with ages for children

Assets & Liabilities

Name, address, and contact information of the previous employer if with current employer less than
2 years

Income Information 

To consider income the lender looks at the sources to ascertain if they are regular and re-occurring-that they
are stable and can be verified. Lenders use a two year look back to predict the income will be likely to continue
into the future. The calculation of income to qualify is different for a salaried borrower than it is for an hourly
wage earner which is different for a self- employed borrower. 
Sources of income that may be used to qualify for a mortgage are: 

Base Income (School history may be
used in lieu of work history in some
cases – (provide copies of transcripts or
diploma)

Overtime

Bonuses

Commissions

Dividends/Interest

Net Rental Income

Other Sources of Income: Pensions,

annuities, trusts, etc.

The most recent 2 years of filed Federal tax returns are needed to calculate the income for qualification for self-
employed borrowers along with a YTD P&L and Balance Sheet with 2 months business bank statements. 
Lenders are required to request verification from the IRS transcripts. 



Liabilities 

Asset Information 

Part of the determination that one can repay a mortgage involves assessing current debt in relation to the
qualifying income; and how the minimum monthly payments will affect a borrower’s ability to repay.
Lenders use the minimum monthly payments on installment loans (loans that has a beginning and an end
such as a car or student loan), revolving (credit cards…as the balance is paid down/ off the line or credit
line is restored), Mortgages (including taxes, Insurance HOA fees) and child support/alimony/separate
maintenance to calculate the debt to income ratio. In some cases, installment loans with less than 10
months may be excluded from the debt to income ratios. 

Borrowers need to provide documentation to show sufficient money for the transaction. When you buy a
home, you need money for your down payment and closing costs, escrows and reserves. Any deposits that
are not direct payroll deposits may need to be sourced. As a borrower prepares for obtaining a mortgage
special care of documenting the most recent 60 days of asset/bank accounts is essential. Reserves may be
required. Reserves are funds one needs over the money needed for the transaction. Borrowers with
reserves reduce a lender’s risk as they can be used for future unexpected expenses. Any insufficient funds
on bank statements may negatively impact the approval and may require a letter of explanation. 

Earnest Money Deposit/Cash Deposit towards Purchase-(please provide a copy of your
check or wire Confirmation to your lender)

Asset/Bank Accounts: Institution with account numbers and balances covering the most
recent 60 days –interim statements must have the URL on the page

Stocks & Bonds

Life Insurance (Net Cash Value)

Real Estate Owned (Market Value)

Vested Interest in Retirement

Net Worth of Business(es) owned

Automobiles



For the Subject property, the lender will need: 

Purchase Price

A copy of the ratified sales contract when available

Copy of the listing to determine correct information such as the address, taxes, PUD,

HOA/Condo fees, year the home was built and legal description.

Appraised Value - This is obtained from the appraiser

For Real Estate currently owned by the borrower, the lender will need: 

Property Address

Status of Property (sold, pending sale, rental)

Type of Property

Present Market Value 

Amount of current Mortgage as shown on the most recent mortgage statement

Mortgage payment on the property

Insurance, taxes, HOA/Condo Fees

Real Estate Owned 

Gross Rental Income: Schedule E on federal tax returns or copy of the lease if the property has
been acquired after the last filed tax returns

Subject Property Value 



Getting Prequalified for Your Mortgage 

Gross Annual Income 

$40,000 

$50,000 

$60,000 

$70,000 

$80,000 

$90,000 

$100,000 

$110,000

$120,000 

$130,000 

$140,000 

Max Housing Payment 

$1,033 

$1,291 

$1,550 

$1,808 

$2,066 

$2,325 

$2,583 

$2,841 

$3,100 

$3,358 

$3,616 

Max Total Debt (43% of
gross income) 
$1,433

$1,791 

$2,150 

$2,508 

$2,866 

$3,225 

$3,583 

$3,941 

$4,300 

$4,658 

$5,016 

Per most conservative general guidelines, the monthly housing expenses should not exceed 31% of the annual
gross income of the borrower. The monthly housing expense is referred to as the “front ratio”. The maximum
total debt to income ratio allowed for a traditional Conventional loan is 50%. 

Conserative approach: 

If you make $70,000 annually, divide that by 12 months. This is your gross monthly income. 

70,000/12 = $5,833 gross income per month 

Multiply your gross monthly income by .31 (the front ratio) 

$5,833 x 0.31 = $1808.33 

If you make $70,000 per year, then your monthly housing expenses should not exceed $1808. 

Keep in mind that monthly housing expenses include: 

Monthly mortgage principal and interest

Any payments toward any subordinate financing

Monthly property taxes

Monthly hazard insurance

Mortgage insurance
HOA dues



Monthly payments on revolving charge cards

Child support payments (if applicable)

For Example: Your monthly gross income is $6250. 

Multiply your gross monthly income by .43 (the back ratio) 

$6250 x .43 = $2687. 

This is the maximum amount of debt (including your housing expenses) you can have monthly to be qualified or
approved for a mortgage. Each Program will have acceptable guidelines regarding the debt to income ratios and
in many cases with compensating factors your lender may be able to increase the allowable ratios. 

To find out how much non-housing expense debt you can maintain: 

Subtract your monthly housing expenses (let’s say you pay $1500 in housing expenses every month) from your
maximum back ratio (total debt) 

$2687 - $1500 = $1187 

With a $1500 housing payment, your total monthly debt payments (car payments, credit cards, loans)
cannot exceed $1187. 

Monthly housing expenses

Monthly payments on installments debts that extend past 9 months

The second ratio, also referred to as the back-end ratio, is your total monthly debt obligations, which should not
exceed 43% when applying for a conventional 
loan. 

The monthly total debt includes: 

Documents Needed to Process and Approve a Mortgage Loan Application 

Lenders require an appraisal to determine that a borrower is not overpaying for the property. This protects
both the borrower and the lender. The lender will only loan on the lower of the appraised value or the
sales price. The lender is responsible for ordering the appraisal. This is done in a manner which ensures a
fair and accurate 3rd party opinion of the value. Only lender approved appraisers can determine an
acceptable value the property for conventional loans. FHA and VA loans must be done by appraisers
approved by these agencies but can transferred to a different lender. 

On a case by case basis DTI rations may be exceeded if the borrower has compensating factors that merit higher
ratios, or if the loan is approved through an automated underwriting system such as Freddie Mac’s Loan
Prospector or Fannie Mae’s Desktop Underwriter. 



Copy of Ratified Contract when available (for purchases)

Contact information for Homeowner’s insurance agent

Contact information for Title Company 

Contact information for Condo Association if applicable 

For Self-Employed borrowers Most recent 2 years filed Tax returns (Both Personal and

Business if applicable) with all schedules and W2’s,1099’s and K-1’s

Source of Funds to Close

A truth in lending disclosure. This statement provides information about the proposed loan, such as
annual percentage rate, total finance charges, schedule of payments, total payments, the amount
financed, late payment charges, prepayment penalty (if any), and assumption options, which indicate
the lender’s willingness to allow a future buyer to take over your original loan.

A “Loan Estimate” of closing costs. This is an estimate of the approximate amount of money you will
need at closing. This estimate gives you the lender’s best guess of the fees associated with a
transaction. Fees are broken down into 4 categories: Lender Fees, Title Fees, Government Fees, and
Escrows. Some fees will be the same regardless of the lender you choose, such as title insurance,
government recording fees, and surveys. There are also many variable fees, including application fee,
points, appraisal and credit report fees, and closing and settlement fees.

A booklet from HUD. (U.S. Department of Housing and Urban Development) to help you understand
closing costs and truth in lending disclosures. This information is available on the
lender’s website.

The actual closing is when papers change hands and the home officially becomes yours. You must pay
for the rest of your closing costs and down payment upon the signing of final documents. Payment
should be by a wire transfer, certified or cashiers check made payable to your title company –Title
companies generally cannot accept a personal check. Check with your Title Company to confirm the
form in which they wish to receive the funds (some companies will only allow wires while others will
only allow Bank/Cashier’s Checks.

Making a Formal Loan Application 

Completed loan application (available online www.sarahpichardo. com)

Most recent 30 days’ Pay stubs with year-to-date information

Most recent 2 months’ asset/bank statements (all pages)

Most recent 2 years W-2’s

Copy of Driver’s License
Contact information for HR

Contact information for Realtor

Contact information for Management Company or Landlord if currently renting

When you make a formal loan application, you will receive your initial loan disclosures within 3 days, and
will include:



Overview of the Loan Process 
The process really begins when you say “Yes, let’s move forward!” –or the Intent to Proceed 

Confirmation that you intend to proceed

Lock your Rate: Upon locking in your rate, the
disclosure forms package will be put together by our
Loan Officer Assistant (LOA) for your review and
signatures. Please review, sign and return the
disclosure forms along with any additional
supporting documents the LOA may request. If an
appraisal is required, the LOA will place the order.

Verifications: Employment, Tax Returns, SS, Rent,
Deposits/Condo

Condo Questionnaires/ Appraisal/Title Work are ordered by the lender.
File sent to Processing: Upon reception of your Disclosure Forms, our processor will
review the material on your application and supporting documents to ensure that the
information corresponds. NOTE: After careful review, additional forms or documents may
be requested.

File sent to Underwriting: Our underwriter will review your appraisal and loan for

accuracy, to ensure that your loan information meets the standard guidelines of your
selected loan type. When guidelines are met, an approval will be issued. NOTE: After
careful review, additional forms or documents may be requested.

Copy of Appraisal is sent to Borrower

Final Loan Approval

Closing Department sends instructions to the Title Company to
prepare Closing Disclosure.

Closing/Settlement - Congratulations! The closing date and time will
be confirmed in advance and will take place with the settlement
company of your choice as per your contract.



The Different Types of Loan Programs 
Different Loan Types have different guidelines regarding: Credit Scores, Loan to Value, and Debt to Income and
documentation. Understanding what they are and how they impact the loan type can be helpful in determining
the correct program. 

Conventional Financing 

A Conventional mortgage loan is any type of mortgage that is not federally insured (FHA) or federally
guaranteed (VA). Conventional Loans are when you come to a lender and they make the decision to extend the
credit based on in part your job stability, income assets, down payment. If the borrower defaults they have
potential losses. 
Advantages of conventional loans: 

No funding fees or mortgage insurance with 20+% down and automatic cancellation of mortgage
insurance upon reaching 78% loan to value on loans initially requiring mortgage insurance

Higher loan limits available
No maximum income or sales price limits
Wide variety of loan programs
Better equity position due to higher down payment requirements

Disadvantages of conventional loans: 

Higher down payment requirements (5%* minimum or 3%** for first time homebuyers-
depending on loan limits)
More restrictive qualifying guidelines

Cash Reserves

*Payment example: Stated rate may change or may not be available at time of rate lock. If you
bought a $450,000 home with a 30 year loan at a fixed rate of 7.25% (7.336% Annual
Percentage Rate), with a down payment of 5%, for a loan amount of $427,500, you would make
360 monthly payments of $2,916.00. Payment stated does not include mortgage insurance,
taxes and homeowners insurance, which will result in a higher payment.

** Payment example: Stated rate may change or may not be available at time of rate lock. If 
you bought a $450,000 home with a 30 year loan at a fixed rate of 7.25% (7.336% Annual 
Percentage Rate), with a down payment of 3%, for a loan amount of $436,500, you would make 
360 monthly payments of $2,978.00. Payment stated does not include mortgage insurance, 
taxes and homeowners insurance, which will result in a higher payment. 

Conventional loans have no maximum loan limits. However, there are 3 tiers with regards to loan
size, there is an important distinction between “conforming” and “non-conforming loans”. 

Conventional Loan Sizes 

Lenders use these terms to differentiate the loan amounts and down payment requirements or
loan to value requirements. Credit Scores impact the pricing or the rate on Conventional loans. 

1.Conforming Loans – loan amounts up to $806,500
2.Conforming High Balance Loans – loan amounts from $806,500 - $1,209,750
3.Jumbo Loans –loan amounts over $1,209,750 (in some areas)



Loan to value impacts pricing too. Lenders are risk adverse. The more money a borrower puts down the less
likely they are to default. Historic data supports that a borrower that puts down as little as 5% is less likely to
walk away from their obligation than one that puts down less. Therefore, lenders now require a minimum of 5%
down on Conforming Conventional loans. To mitigate losses, Lenders want borrowers to put down 20% + down
on conventional financing or pay mortgage insurance. 

Conforming/Conforming High Balance are loans that meet purchasing requirements for purchase 
by Fannie Mae or Freddie Mac. FNMA (the Federal National Mortgage Association) and FHLMC 
(the Federal Home Loan Mortgage Corporation). See the table of conforming loan limits for Virginia Counties in
the back of this booklet. 

“Non-conforming” loans or “jumbo” loans” are those with loan amounts and terms that fall outside of the
“conforming” or “conforming high balance” loan limits. When consumer confidence is high, Non- conforming
funds are usually available to qualified borrowers, however the interest rate on non-conforming loans is usually
higher than for conforming loans. 

Minimum Credit Score 620
Minimum Down Payment 5%
Max Loan to Value 28/36 with compensating factors 45%
Max loan amount is $806,500

Conforming High Balance 

Minimum Down payment 5%
Minimum Credit Score 700
Max DTI 28/36 with compensating factors may be possible to go up
to 50%
Loan amounts of $806,501-$1,209,750

Jumbo Loans 

Minimum Credit Scores 700
Maximum DTI 28/36 with compensating factors may be possible to go up to 45%
Loan Amounts of $1,209,751 and above

Loan to Value requirements. 

Conventional Conforming



The FHA Loan is a governmental program was established in 1934 to assist homebuyers with
small down payments to be able to purchase homes. FHA guarantees that if a borrower defaults
the lender is protected if they underwrite according to the FHA guidelines. The borrower pays
for this guarantee with a 1.75% up front mortgage insurance and a monthly mortgage insurance
of .55 that as of April 1, 2013, is paid for the life of the loan. The FHA program is regulated by
the Department of Housing and Urban Development. 

Advantages: 

The borrower is only required to make a 3.5%* down payment, and can be a gift from a 
family member or relative (but not from a cousin)
More lenient qualifying criteria DTI 31/43 with the ability to go to ~46/50% with 

compensating factorsSeller can contribute up to 6% of the home’s value towards buyer closing costs
Maximum Loan amount $1,209,750 for high cost areas
*FHA Payment example: Stated rate may change or may not be available at time of rate lock. If you bought a $350,000 home with a down payment of 3.5%, for a loan amount of
$337,500, on a 30 year loan at a fixed rate of 6.625% (7.021% Annual Percentage Rate), you would make 360 monthly payments of $2,162.00. Payment stated does not include
taxes, homeowners insurance, and mortgage insurance which will result in a higher payment. 

Fixed loans guarantee the rate for the term of the Loan. ARMS are Adjustable Rate Mortgages. The borrower
shares the risk with the lender. The interest rate adjusts on an ARM at fixed intervals. The rate on those intervals
can be calculated by adding the margin which is fixed at time of loan application and the financial index such as
LIBOR or the one-year Treasury notes. The ARM often offers a low beginning interest rate and may be a good
option if one is not going to be in the home very long. Arms have CAPS which help to limit the risk to the
borrower. 

If a borrower puts down less than 20% down the lender may require mortgage insurance. Mortgage insurance
protects the lender in event of a borrower’s default on the loan. When putting down less than 20% the
borrower may be required to verify that a minimum of 5% is from their own funds. The more a borrower puts
down and the higher the credit score the lower the risk the borrower is to a lender resulting in less expensive
options for mortgage insurance. When a borrower puts down 20% or more the lender does not require
mortgage insurance (many programs will allow gift funds from a family member for the down payment and
closing costs). When mortgage insurance is required some of the options for conventional loan are: 

Monthly Mortgage Insurance
Borrower Paid Mortgage Insurance (single premium) –in some cases it can be financed
Lender Paid Mortgage
Split Premium

Adjustable Rate Mortgage (ARM) 

FHA (Federal Housing administration) 

Disadvantages: 

Upfront and Monthly mortgage insurance costs

Primary residence only

Loan to Value and Mortgage Insurance 



VA (Veterans Administration)
 
This federal agency will guarantee the mortgages offered by private lenders to qualified members of the armed
forces, active military personnel, veterans, or their widows. VA loans allow a Veteran in most cases to purchase a
home with no down payment. 
The Blue Water Navy Vietnam Veterans Act of 2019 eliminated the previous VA loan limits and 
went into effect on January 1, 2020. The repeal of these loan limits applies only to borrowers 
with full entitlement. 
VA loan limits still apply to VA borrowers with only partial entitlement, an active VA loan or who 
have defaulted on a past VA loan. For example in Fairfax county, the current loan limit is 
$1,149,825 These loan limits can vary by county. 

1. The lender, not VA, sets the interest rate, discount points, and closing costs. These rates
may vary from lender to lender
Closing costs such as the VA appraisal, credit report, state and local taxes, and recording
fees may be paid by the purchaser, the seller, or shared

2.

3.   Veterans are not allowed to pay for the termite report, unless the loan is a refinance.
That fee is usually paid by the seller.

4.   No commissions, brokerage fees, or “buyer broker” fees may be charged to the Veteran
buyer

Advantages: 

Little or no down payment
Loan is assumable to a qualified Veteran
Maximum Loan Amount for VA Guarantee $1,089,300 or County loan limit. No limit for
Service members and veterans with full entitlement.

Disadvantage: 

Generally longer processing time

You must have suitable credit, sufficient income, and a valid Certificate of Eligibility (COE) to be eligible for a
VA-guaranteed home loan. 

The home must be for your own personal occupancy. The eligibility requirements to obtain a COE are listed
below for Service members and Veterans, spouses, and other eligible 
beneficiaries. 

To obtain a COE, A service member or veteran must have been discharged under conditions 
other than dishonorable and meet the service requirements listed on the table on the next page. 



Entitlement Restoration 

Veterans can have previously-used entitlement “restored” to purchase another home with a VA
loan if: 

The property purchased with the prior VA loan has been sold and the loan paid in full, or
A qualified Veteran-transferee (buyer) agrees to assume the VA loan and substitute his or
her entitlement for the same amount of entitlement originally used by the Veteran seller.
Restoration of entitlement can be requested through the VA Eligibility Center by
completing VA Form 26-1880.

Status 

Veteran 

Currently
On 

National 
Guard 
& Reserve 
Member 

Eligibility Requirements for VA Home Loans 

Qualifying Active Duty Dates Minimum Active Duty Service 
Requirement 

90 total days 

181 continuous days 

90 total days 

181 continuous days 

90 total days 

*If you do not meet the minimum service requirements, you may still be eligible if you were discharged due to (1) hardship, ( 2)
the convenience of the government, (3) reduction-in-force, (4) certain medical conditions, or (5) a service-connected disability.

Post-Vietnam War 181 continuous days 

24-month rule 24 continuous months, OR
The full period (at least 181 days) 
for which you were called or 
ordered to active duty 
24 continuous months, OR 
The full period (at least 90 days) 
for which you were called or 
ordered to active duty 

Gulf War 8/2/1990 - Present 

Any Any 90 continuous days 

Gulf War 8/2/1990 - Present 90 days of active service 

Six years of service in the Selected Reserve or National Guard, AND 
•
•
•

•

Were discharged honorably, OR
Were placed on the retired list, OR
Were transferred to the Standby Reserve or an element of the Ready Reserve other than the
Selected Reserve after service characterized as honorable, OR
Continue to serve in the Selected Reserve

Qualifying Wartime 
& Peacetime Periods

Vietnam War 

Post-Korean War
Korean War 

Post-WWII

WWII 9/16/1940 - 7/25/1947

7/26/1947 - 6/26/1950

6/27/1950 - 1/31/1955

2/1/1955 - 8/4/1964

8/5/1964 - 5/7/1975
*For Veterans who served in the 
Republic of Vietnam, dates are
2/28/1961 – May 1, 1975

5/8/1975 - 9/7/1980
*The dates for officers are
5/8/1975 to 10/16/1981

9/8/1980 - 8/1/1990
*The dates for officers are
10/17/1981 – 08/1/1990



Certain U.S. citizens who served in the armed forces of a government allied with the
United States in World War II 
Individuals with service as members in certain organizations, such as Public Health Service
officers, cadets at the United States Military, Air Force, or Coast Guard Academy,
midshipmen at the United States Naval Academy, officers of National Oceanic &
Atmospheric Administration, merchant seaman with World War II service, and others.

Generally, all Veterans using the VA Home Loan Guaranty benefit must pay a funding fee. This
reduces the loan’s cost to taxpayers considering that a VA loan requires no down payment and has no
monthly mortgage insurance. The funding fee is a percentage of the loan amount which varies based
on the type of loan and your military category, if you are a first-time or subsequent loan user, and
whether you make a down payment. You have the option to finance the VA funding fee or pay it in
cash, but the funding fee must be paid at closing time. 
You do not have to pay the fee if you are a: 

         Veteran awarded a Purple Heart
         Veteran receiving VA compensation for a service-connected disability, OR
         Veteran who would be entitled to receive compensation for a service-connected disability if    
         you did not receive retirement or active duty pay, OR 
         Surviving spouse of a Veteran who died in service or from a service-connected disability

The funding fee for second time users who do not make a down payment is slightly higher. 

VA Funding Fee 

Type of Veteran 

Active Duty, Reserves,
and National Guard 

None
5% or more
10% or more 

Down payment Percentage for First time   Percentage for 
Use Subsequent Use 

2.15% 
1.50% 
1.25% 

3.30% * 
1.50% 
1.25% 

*The higher subsequent use fee does not apply to these types of loans if the Veteran's only prior use of entitlement was for a
manufactured home loan. 

You may also apply for eligibility if you fall into one of the following categories: 



VA Guarantee 

For those subject to county loan limits for their VA loan, the Veteran’s Administration will
guarantee the lesser of: 25% of the county loan limit or 25% of the loan amount. If the veteran
has full entitlement, and the loan amount is within the county loan limits, then a down payment
should not be required. Lenders will often lend up to 4 times the entitlement amount. 
Example: 
A veteran has partial entitlement available after using $300,000 of entitlement on a prior VA-
guaranteed home loan (not restored) and is purchasing a home in Fairfax County for $900,000. 

Cash-Out Refinancing Loans: 

Note: There are no reduced funding fees for regular refinances based on equity. Reduced
fees only apply to purchase loans where a down payment of at least 5 percent is made. 

1.Home price of $900,000 where the county loan limit is $1,209,750
2.County loan limit of $1,209,750 x 25% = $302,437 Maximum guarantee (if full entitlement was available)
3.Subtract $400,000 of previously used entitlement x 25% =$100,000
4.$1302,437-$100,000=$202,437 of entitlement remains available
5.$900,000 x 25% = $225,000 Guaranty and down payment combination required
6.$225,000 - $202,437 (available entitlement) = $22,562x4 =$90,250 down payment required.

Since VA’s guaranty is limited to the lesser of 25% of the county loan limit or 25% of the loan 
amount, VA will guaranty $202,437 on the veterans $900,000 loan in this county, and a down 
payment of $90,250 will be required. 

Type of Veteran 

Active Duty, Reserves, and National 
Guard 

Percentage for First Time Use

2.15% 

Percentage for Subsequent Use

3.30% * 

*The higher subsequent use fee does not apply to these types of loans if the Veteran's only prior use of entitlement was for a 
manufactured home loan. 

Type of Loan 
Percentage for Either Type of Veteran, Whether First Time or 
Subsequent Use 

IRRRLs 

Manufactured Home Loans (NOT permanently affixed) 

Loan Assumptions 

Vendee Loan (for purchasing VA-acquired property) 

0.50% 

1.00% 

0.50% 

2.25% 

*More Information about VA Home Loans can be found at www.benefits.va.gov/homeloans

http://www.benefits.va.gov/homeloans
http://www.benefits.va.gov/homeloans


Specialty Loan Programs 

USDA Loans 

FHA           K Renovation Loans

Virginia Housing Programs for First Time Homebuyers 

The difference between the VHDA programs and those on the Open Market
is where VHDA gets their money. VHDA is a bond program. With the Bond
program comes additional restrictions- income limits and sales price limits.
VHDA allow DTI ratios up to 50% with compensating factors giving 

the borrower more purchasing power. These programs also offer up to 2.5% of the purchase price
with the Down Payment Assistance Grant (2% for Conventional loans and 2.5% for FHA Loans, or up to
2% of the purchase price with the Closing Cost Assistance Grant to eligible borrowers (USDA or VA
loans). Because these are grants, they never have to be paid back! The Maximum sales price for this
program is $750,000. In the Northern Virginia area, the income limit is up to $176,000($141000 with
VHDA DPA or CCA Grant) for a family of 1-2 or $205,000 ($164,000 with VHDA DPA or CCA Grant) for a
family of 3+. For more info please visit Virgina Housings website www.vhda.com. 
Virginia Housing programs help find solutions to help first time home buyers (FTHB) purchase 
homes sooner than they may otherwise be able to. One way is they offer 100% financing to 
those that need it (101.5% if over 680 credit score- which can help pay for closing costs and pre-
paid items). Virginia Housing also has Down Payment Assistance Programs 

USDA Rural Development’s Single-Family Housing Guaranteed Loan Program
assists low to moderate income rural homebuyer’s purchase a home using 100%
financing. Borrower must purchase a home that is within the eligible rural areas
and have a household income that does not exceed the established limits where
the home is located. 

203
FHA 203k renovation loans allow a purchaser to borrower additional money to
make repairs or renovations to the home. The process may require the borrower
to obtain a FHA consultant or Contractor that provides an estimate of the cost of
the repairs and a draw schedule. The contractor must have both a license and
insurance. Upon loan closing funds will be disbursed to the borrower and
contractor according to the draw schedule. 

http://www.vhda.com/
http://www.vhda.com/
http://www.vhda.com/


Bridge Loans 

A bridge loan is on a borrower’s primary residence that has either been listed for sale or is going to
be listed for sale. The idea behind a bridge loan is to use the equity built up in the current property
to put a down payment to purchase another property to use as a primary residence. With a bridge
loan, a borrower can write a non- contingent contract and close on the new home before the old
home has settled. 
To determine how much equity a borrower has in their current residence, an appraisal is ordered 
and typically 5% of that value is taken, and the current amount of the mortgage is subtracted. 
The resulting amount is the maximum equity that can be 
taken as a bridge loan 
The borrower must be able to qualify for the purchase of 
the new property carrying whatever payment will be due 
on that property, the current mortgage on their old 
property, the bridge loan payment, and all other debt. 

RE-Cast Loans 

A Conventional mortgage loan upon request can have a re-cast feature; which would allow the
borrower to reduce their principal and interest after closing by making a principal curtailment. This is
especially beneficial to borrowers that wish to write a non-contingent offer and wish to sell their
home after closing on the new home as it will allow them the option of reducing their principal and
interest rather than reducing the number of years on their mortgage if desired. 

Construction to Permanent Loan 

Construction-to-permanent loans offer interest-only
payments during construction, with a fixed construction
interest rate for 12 months. Once the construction is
completed the loan would go to a permanent program. This
program allows a buyer to choose the lot and builder of their
choice and build their dream home. In addition, this
programs may allow the borrower to pay only a single set of
closing costs. 



Mortgage Terms 

Adjustable-Rate Mortgage (ARM): A type of home
loan in which the interest rate and monthly payment
may be adjusted periodically according to a
preselected index (see definition of index). 

Adjustment Interval: How frequently the interest rate
and/or the monthly payment amount on 
an adjustable-rate mortgage can be adjusted. Once
the interest rate and monthly payment are 
established, they cannot change until the beginning
of the next scheduled adjustment interval. 

Amortization: Loan payment by equal periodic
payments calculated to retire the principal at the 
end of a fixed period and to pay accrued interest on
the outstanding balance. 

Annual Percentage Rate (APR): A term used in the
Truth in Lending Act to represent the cost of credit as
a yearly rate. 

Appraisal: A report made by a qualified Appraiser on
a home’s estimated value; also refers to the 
process by which the estimate is made. A copy of the
report must be provided to the borrower 
if the report was required 

Appraiser: one who is trained and educated in the
methods of determining the value of property 
(appraised value). You will pay a fee for an appraisal
report containing an opinion as to the value 
of your property and the reasoning leading to this
opinion. 

Basis Point: One one-hundredth of one percent: Used
to describe the amount of change in yield 
in many debt instruments, including mortgages. 

Cap (or Rate Cap): A limit on the change in the
amount of the interest rate or monthly payment 
on an ARM loan at the time of the adjustment
interval; may be either a “per adjustment” cap or 
a “lifetime” cap. 

Closing: In real estate, closing is the conclusion of
the sale transaction and includes the delivery 
of a deed, financial adjustments, the signing of
notes and other loan documents, and the 
disbursement of funds necessary to the sale or
loan transaction. In most states, closing is 
handled by a settlement agent (often an attorney). 

Closing Disclosure: A statement that itemizes the
services provided to you and the fees charged 
for those services. The Initial Closing Disclosure
must be provided no less than 3 days prior to 
Closing. 

Collateral: Property pledged as security for a debt,
such as the real estate as security for a mortgage
loan. 

Commitment: An agreement, often in writing,
between a mortgage lender and a borrower to 
lend money at a future date subject to compliance
with stated conditions. 

Conventional Loan: A mortgage loan not insured
by the Federal Housing Administration (FHA) or 
guaranteed by the Veterans Administration (VA). 

Credit Report: A report pulled by a mortgage
lender on the credit standing of a prospective
borrower and is used to assess credit worthiness 

Deed: A document recording change of ownership
of real property from one party to another. 

Default: The inability to pay monthly mortgage
payments in a timely manner or to otherwise 
meet the mortgage terms. 

Delinquency: Failure of the borrower to make
timely payments. 



Earnest Money Deposit: money you will put down to
show that you are serious about purchasing the
home. It often becomes part of the down payment if
the offer is accepted, is returned if the offer is
rejected, or may be forfeited if you do not follow
through with the deal. 

Escrow Payment: That portion of a homeowner’s
monthly mortgage payment which is held by the
lender to pay real property taxes, hazard insurance,
mortgage insurance, land lease 
payments and other items as they become due. 

Government Recording and Transfer Charges:
Fees for legally recording your deed and 
mortgage. These fees may be paid by you or by
the seller depending upon the terms of the sales 
agreement. 

Escrow Agent: a person or entity holding documents
and funds in a transfer of real property, acting for
both parties pursuant to instructions. Typically the
agent is a person (often an attorney), escrow
company or title company, depending on local
practices. 

Fannie Mae: Federal National Mortgage Association
(FN MA), a taxpaying corporation created by
Congress to support the secondary mortgage market.
It purchases and sells residential mortgages insured
by FHA or guaranteed by VA (See Ginnie Mae), as well
as conventional home mortgages. 

FHA Loan: A loan insured by the Federal Housing
Administration (FHA) open to all qualified home 
purchasers. While there are limits to the size of FHA
loans, they are generous enough to handle 
moderate- priced homes almost anywhere in the
country. 

First Mortgage: A real-estate loan that creates a
primary lien against real property. 

Fixed-Rate Mortgage Loan: A type of loan product on
which the interest rate is set for the term of the loan
(as opposed to an adjustable-rate mortgage). 

Freddie Mac: Federal Home Loan Mortgage
Corporation (FHLMC), a quasi-governmental agency 
that purchases conventional mortgages in the
secondary mortgage market from insured 
depository institutions and HUD-approved mortgage
lenders. 

Loan Estimate: A document that lenders provide
to borrowers with an estimate of settlement 
service charges the borrower is likely to incur. A
Loan Estimate must be provided by the lender 
within three business days of receiving a signed
loan application. 

Homeowner’s Insurance or Home Hazard
Insurance: An insurance policy that protects your
home and your possessions inside from serious
loss, such as theft or fire. This insurance is
required by all lenders to protect their
investment and must be obtained before closing
on your loan. 

Index: A published interest rate used to
determine the variable interest rate on an
adjustable-rate mortgage loan. Mortgage lenders
use an index to measure the difference between
the current interest rate on an ARM loan and the
interest earned on other investments (such as
one-, three-, and five-year U.S. Treasury security
yields, the monthly average interest rate on
loans closed by savings and loan institutions, and
the monthly average cost-of-funds incurred by 
savings and loans). 

Insured Loan: A loan insured by the FHA or a
private mortgage insurance (PMI) company. 

Interest: The charge by the lender for borrowing
money expressed as a percentage. 

Investor: Any person, company or institution that
purchases mortgage loans as an investment. 
Generally, mortgage bankers originate loans for
sale to other investors. 

Jumbo Loans (or Non-Conforming Loan): A
mortgage loan that is larger than the limits set
by Freddie Mac and Fannie Mae.



Loan to value (LTV) ratio: A percentage calculated by
dividing the amount to be borrowed by the 
price or appraised value of the home to be
purchased (whichever is less). The loan to value ratio 
is used to qualify borrowers for a mortgage, and the
higher the LTV, the tighter the qualification 
guidelines for certain mortgage programs become.
Low loan to value ratios are considered 
below 80%, and carry lower rates since borrowers
are lower risk. 

Recording and Transfer Charges: These charges
include fees paid to the local government for filing
official records of a real-estate transaction.  

Private Mortgage Insurance (PMI): Insurance
written by a private company to protect a lender 
against financial loss should the borrower
default on the mortgage.

Point: Amount of money paid to reduce the
interest rate on a loan. A point is equal to one 
percent of the loan amount. 

PITI: Principal, Interest, Taxes and Insurance: the
four elements of a monthly mortgage payment;
payments of principal and interest go directly
towards repaying the loan while the portion that
covers taxes and insurance goes into an escrow
account to cover the fees when they are due. 

Origination Services: Any service involved in the
creation of a mortgage loan, including but not 
limited to the taking of the loan application, loan
processing, and the underwriting and funding 
of loan, and the processing and administrative
services required to perform these functions. 

Note Rate: The amount of interest being paid
under terms of the ARM. The note rate may be
less than the accrual rate due to a payment cap. 

Mortgage: The transfer of an interest in property
to a lender as a security for a debt. This 
interest may be transferred with a Deed of Trust
in some states. 

Margin: The amount or percentage added to the
Index at each adjustment interval to determine
the new interest rate to be paid by the borrower.
The margin is constant for the term of the ARM
loan. Individual lenders determine their specific
margins based upon their cost of funds, servicing
fee, loan administration costs, and risk and profit
potential for a specific loan type. 

Lock-In Period: The period of time before loan
closing in which the interest rate is guaranteed 
not to change. 

Sales Agreement: The contract signed by a buyer
and the seller stating the terms and conditions 
under which a property will be sold. It may also be
called an “Agreement of Sale” or “Purchase 
Contract.” 

Settlement: The time at which the property is
formally sold and transferred from the seller to
the buyer. It is at this time that the borrower takes
on the loan obligation, pays all closing costs and 
receives title from the seller. 

Settlement/Closing Agent: The person who
handles the real estate transaction when you buy
or sell a home. It may also be an attorney or a title
agent. He or she oversees all legal documents, 
fee payments, and other details of transferring the
property to ensure that the conditions of the 
contract have been met and appropriate real
estate taxes have been paid

Settlement Costs/Closing Costs: The customary
costs above and beyond the sales price of the 
property that must be paid to cover the transfer of
ownership at closing; these costs generally 
vary by geographic location and are typically
detailed to the borrower at the time the GFE is 
given. 

Survey Fee: A fee for obtaining a drawing of your
property showing the location of the lot, any 
structures, and any encroachments. The survey
fee is usually paid by the borrower. 



Title Insurance: Insurance that protects your
lender against any title dispute that may arise over
your property. Through a title search, the lender
verifies who the actual property-owners are 
and whether the property is free of liens. The title
search company then issues title insurance 
which protects the title of the property against
any unpaid mortgages and judgments. In case a 
claim is made against the property, the title
insurance provides legal protection and pays for
court fees and related costs. You may also
purchase Owner’s title insurance which protects
you as the homeowner.  

Title: The evidence of property ownership. In the
case of real estate, the documentary evidence 
of ownership is the title deed that specifies in
whom the legal estate to real property is vested. 

Title Binder: A written preliminary report issued by
a title insurance company which lists the 
names of current and proposed owners, all the
defects in title, and liens against the real 
property identified in the title binder. The binder
is evidence of temporary title insurance 
coverage effective only for a limited time and
must be replaced by a permanent policy. 

Treasury Security: Average yield on the United
States Treasury securities adjusted to a constant 
maturity. 

Truth-In-Lending: A federal law requiring that
lenders fully disclose credit terms and conditions, 
the annual percentage rate and other mortgage
financing charges in writing to the borrower. 
Tolerance Category: The maximum amount by
which the charges for a category or categories of 
settlement cost may exceed the amount of the
estimate for such category or categories on a 
good faith estimate. When the originator selects,
and identifies the provider of services, these 
charges may only increase 10% in the aggregate. If
the borrower selects a provider that is not on 
the written list provided by the loan originator,
the lender is not subject to any tolerance 
restrictions for that service. 

Underwriting: The analysis of a mortgage lender’s
financial risk, and pairing that risk with an 
appropriate interest rate and term. Underwriting
considers the borrower’s ability and willingness 
to repay the mortgage loan, the property’s value
as revealed in the appraisal report, the loan-to-
value (LTV) ratio, and the presence or absence of
mortgage insurance. 

VA Loan: A mortgage loan offered to eligible
veterans and guaranteed by the Veterans 
Administration. 
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