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In this Chapter:
 You will learn how to make sure you are getting the loan fees you expect and were 

promised, and how to determine if you are being treated fairly. 
 You will learn how to decipher your loan documents (a.k.a. loan docs) and pick out 

what is really important.

 I provide examples of Loan Notes and closing statements with the important fea-
tures highlighted, so that you can easily find the rate, fees, loan amount and terms 
of the loan on your own loan docs.

You can do everything right. You can choose an honest loan officer, make sure you are 
getting the right loan for your circumstances, and negotiate fair fees; and you can still get the 
wrong loan terms in escrow. How can that happen? It is simple: Human Error. The person 
drawing the loan documents (a.k.a. loan docs) is human and can make mistakes. The single 
best thing you can do for yourself when getting a home loan is to know where the important 
information is in the thick stack of loan docs, and how to decipher that information. This chap-
ter gives you these skills.

First, I will give you a list of what you can expect to find in loan docs. Each lender has its 
own way of doing things. There is no industry-wide standard. However, the basics are in every 
stack of docs. So I will cover those. 

Know What You Are Signing!
Loan Docs Explained
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Second, I will show you examples of the critical portions of loan docs, so that you can rec-
ognize the critical aspects of your own loan docs. This will enable you to quickly determine if 
they are correct. 

Before you sign anything, I recommend you go to www.HollyHomeLoans.com and down-
load the disclosure form for your particular loan type, or take if from the back of this book. I 
have mentioned these forms in previous chapters, but mention them again, here, in case you 
are skipping around and did not read the other chapters. These forms define all the terms of 
your loan. They are clear, easy to understand, and ask the lender to calculate the best and 
worst payments you could experience, where applicable. Please ask your lender to complete 
the form and sign it before you sign loan docs, especially if you are choosing an adjustable 
rate mortgage. 

Three categories of items in loan docs:
1. Important items – You must read and understand these. They spell out the terms of 

the loan and the fees you are paying.
2. Somewhat important items – Mistakes are rarely made on these items, and can be 

easily corrected if discovered later.
3. Boring, standard disclosures – You can read these if you like. However, they are gen-

erally required and non-negotiable.

Please be sure to keep a copy of your loan docs in a safe place. You may need to refer to 
them in the future. Your lender will ask for a copy of your Loan Note on your first loan if you ap-
ply for a home equity line of credit or a fixed rate second home loan. Many people scan them 
and keep them on a disk or in their computer.

Important Items
 � Estimated Closing Statement – This lists the fees, loan amount(s) and esti-

mated pay off amounts. It will tell you approximately how much money you will either 
have to bring to escrow, or will receive from escrow. Make sure the fees here match 
the fees you were quoted. If you do not understand an item, ask the closing agent or 
loan officer to explain it for you.

 � Note – This describes all the terms of your loan. It may be titled “Adjustable Rate 
Note” or “Fixed Rate Note,” or something close to that. Please be sure to keep a copy 
of your Note (and all Riders and Addenda) in a handy place. I will teach you how to find 
the critical aspects your Note because it is the single most important item in the stack. 
It lists your interest rate, loan amount, payment, and other terms of the loan.
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 � Rider (a.k.a. Addendum) – The Riders and Addenda are additions to the Note, 
and need to be kept with it. They describe adjustable features of the loan and prepay-
ment penalties, (if either of these are applicable to your loan). The Adjustable Rate 
Rider often reiterates some of the same terms contained in your Note. If you have a 
prepayment penalty, the terms will be outlined in the Prepayment Penalty Addendum.

Somewhat Important Items

 � New loan payment form – Keep this handy. If the lender doesn’t mail you a 
payment coupon in time for your scheduled payment, this form tells you the payment 
amount, where to send it, and the loan number. There is no excuse for not making your 
first mortgage payment. Even if the lender sends the statement to the wrong address, 
or doesn’t send it in time, it is your responsibility to know how much to pay, when to 
pay it, and where to send it. 

 � Vesting Amendment – This describes how you will hold title to your property 
(e.g. John Doe and Jane Doe; husband and wife as joint tenants).

 � Deed of  Trust – This document is recorded with the County. It lays out all of the 
rights of the lender and borrower. It also places certain aspects of your loan in public 
record. This document must be notarized.

 � Right of  Rescission – This only applies to refinances on owner occupied proper-
ties. Government regulators want you to have 3 full days to read the docs and decide 
if you really want the loan before it funds. If you decide you do not want the loan, you 
need to sign this form and fax it to the party indicated on the form before the cut-off 
time listed.

 � 4506-T – This form gives the lender the right to request copies of your tax returns 
from the IRS. This form used to be a formality as long as you did not default on the loan. 
However, now most lenders will not fund a loan until the IRS confirms that the informa-
tion you gave them is accurate. This form used to be signed only with loan docs. Now 
they request it up front.

Boring, Relatively Unimportant Items

 � Various Disclosures – All lenders have disclosures that cover them legally. In 
general, they say that if you do not pay your mortgage, the lender has the right to take 
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your house and sell it to recover the money you owe them. You can read them if you 
like, but there is no room for negotiation on these terms.

Checklist for Final Loan Docs:
 �  Do the fees match the fees I was quoted?

 �  What is my rate? Is it what was quoted?

 �  Is the loan type what I was quoted? (i.e. fixed or adjustable rate loan)

 �  Is the loan amount accurate?

Sample Notes on the Following Pages
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Closing Statements 
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Chapter Summary:  

This chapter taught you where to find the important terms on the docs for the three major 
loan types: 30-year fixed, Hybrid ARM, and Option ARM. The important parts are:

 � Loan amount;
 � Interest rate;
 � Terms of the loan.

We also covered the Closing Statement of fees; and pointed out where to find:
 � Origination fee;
 � Broker fee in addition to the origination;
 � Rebate to the broker (a.k.a. POC).


