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Foreword
Our business inspires me!
That's a rare statement for a lot of business owners to
make. But for me, it is absolutely true. I think back to
when I was a kid. There are two distinct things I
remember from my childhood: money was tough, and I
really had no one to fall back on.
My mom had made some bad decisions about life
partners, and it ended up being just her and me against
the world. Now this was back in the day when there
were not a lot of government programs to help out. I'm
not sure, but I don't think it would've mattered. My
mother was proud, and did not really want or seek help
from others.
You see, my mom was from Scotland. She came over as
a war bride, and all of her family was in Scotland. We
were estranged from my father, and hence, his entire
family. So that just left us.
I know what it's like to have no money. I know what it's
like to hide out from the rent man. My mom would say
“shhh, don't say anything... I'll have the money by this
weekend.” She just didn't want to face anyone and have
to say that.
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Now I didn’t know it then, but the universe was starting
it’s alignment with my journey in life.
I never will forget the one time we went to see some of
her friends. I called them ‘aunts’ and ‘uncles,’ as I had
none. I was about eight years old and Aunt Mabel told
me a story. She said they had just bought the duplex
they lived in. She told me they went to the bank, got a
loan, and that the people on the other side were paying
enough money in rent the cover the mortgage. What
did she just say?? Even at that age I realized that what
she said was that they were living there for free!!
Can you imagine how that captured my imagination?
Now of course, I didn't know anything about finances or
money or how other people even lived. The one thing I
did know was - we didn't have the money for rent
sometimes, and she didn't have to pay any.
That's probably where I got the first insight that there
really are parallel universes out there. Some people
struggle with money, and others don't. Some people
put forth the effort to think and educate themselves
and uncover truths that are unknown to those who do
not.
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Wow! So all I have to do is remember that there are
people fortunate enough to apply themselves and in
return, they get pieces of information that allow them
to break the money code.
The Money Code
The money code is quite fascinating. I am definitely a
student of it. Some people work their entire lives and
end up with very little to show for it, while others seem
to effortlessly move through life and always have plenty
of money to spend. So, what's the difference?
I recall that my mother (God rest her soul) was one of
the ones who did not take the time nor gain the tools to
master money -Money mastered her. I did not like the
process, and saw how high interest on borrowed money
could eat a fortune in a hurry.
So I watched and studied the processes involved. We
visited Aunt Mabel and she told us she had bought the
duplex next door and that the people on that side were
paying enough in rent to cover the mortgage, with
enough left over to go into their pockets. I watched their
lifestyle change: a new Cadillac every other year, nice
furniture, trips, and cruises. And they ate out at the
steakhouse almost every night!
vii
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They just kept buying real estate. One day Aunt Mabel
called me and asked me to help her move. They had just
bought a brand-new house. It was a two-story, all brick
home, in a brand-new subdivision, on a corner lot. Far
more house than she, Uncle George, and their two
Chihuahuas needed.
“How did you do this, Mabel?” was my question. She
said two words that changed my life: Accumulate
Property.
Now, this parallel universe continued. When I was
about 12 years old, my mother heard about a program
that would allow us to buy a home. It was a modest
three-bedroom home. It was very exciting and things
looked positive. Then after form after form were
completed and time passed, we were told that she did
not qualify.
This devastated her. She didn't say much, but I could tell
it really took the wind out of her sails. It was something
that she wanted for me. She wanted me out of those
apartments – those terrible apartments – and get me
into something better, more room, a better location
and in turn, a better life.
That was not to be. It affected her so badly that she
never tried again.
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Several years later when I was about 18 years, old Aunt
Mabel said to me "hey, you need to buy a house." I said
"yeah, that would be nice, Aunt Mabel, but you've
bought all your property by qualifying for loans. I can't
qualify my way out of a paper bag."
She laughed and said I needed to meet her friend
‘Realtor Sue.’ One phone call and realtor Sue was
anxious to show me some property. You see, I had
worked very hard during my teenage years. I had first
started a paper route when I was 11 years old (actually,
I was not supposed to start till 12, but I fibbed a bit.) I
wanted to get ahead, and I figured this was a chance.
Every chance I got I saved up money and worked after
school jobs and did other things to make things work. I
knew one thing – I wanted a better life for myself and
my mom.
It didn't take long until realtor Sue found a house that I
liked. Turns out, I could buy this house differently than
Aunt Mabel did.
Again, I discovered a parallel universe: those who go to
banks and qualify for loans and buy property, versus
those who buy property a different way.
And the second way made all the difference.
ix
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Essentially…. it's to use the seller as the bank.
So I ended up buying my first property at the age of 19,
without even going to a bank or qualifying for a loan.
That was a real eye-opener!
My mother became my first tenant, paying me $100 per
month (along with washing some clothes and cooking
some meals.  ) It was a good deal for me because it
helped make ends meet, but it was also a good deal for
her. Our rent was about $600 per month, and I told her
to take $500 per month and put it towards her debt.
Within a year and a half she was debt-free for the rest
of her life. That was a new experience for her.
I got to see first-hand that if my mother had discovered
this other universe when I was 12 years old, then I
would not have spent my teenage years in an
apartment.
Knowledge is power. In fact, I teach that 'Knowledge is
Power and Money.'
As time passed, I was transferred by the company I
worked for from Charlotte, North Carolina to Atlanta,
Georgia. Why not? My mom was all set and the
company offered to pay my closing costs if I would sell
my house and buy a new one down there. So I did, and
x
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in the process I was surprised to see that in less than
two years my property had gone up by 37%!
In Atlanta I again decided not to qualify for a loan, even
though I could have. I told the agent to find me a house
where the seller would be the bank.
Once again it happened, and to this day I have never
qualified for a loan from a bank for a single-family or
small multifamily property. There was - and is - no
reason to. Why would I?
I also started to realize that if I offered my real estate
the same way to the people who wanted to live there,
then I could help change their lives as well. Why should
they be relegated to being renters for the rest of their
lives?
I could become the bank for them as the seller, and give
them what I would eventually call “The Path to Home
Ownership.'®
Inspiration
I started this story with "Our Business Inspires Me!"
Likely now you can understand why I think so. Imagine
working with a couple or a family and showing them
that there is another way.
xi
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Imagine giving them a leg up in life and an opportunity
that no one else has given them. Imagine working with
them to help them improve their credit to the point that
they can get a new loan. Or just be the bank for them
and give them pride of ownership and the opportunity
of possibility.
I have so many stories of people we have helped. One
was a 63 year old gentleman who had never owned a
home in his name in his life. He started out with our
Work for Equity Program and did all the repairs to the
home with the help of his family and friends. We
credited that work towards his down payment. This
allowed him the opportunity to work with a credit
repair program and get his credit cleaned up so that he
could get a new bank loan.
Another success story was a nurse. She loved the idea
of our Work for Equity Program and even though she
didn't have a lot of experience, she went to training
sessions at the local builder supply store and learned
how to do her own tile and sheet rock work. She
transformed her home and made it look absolutely
beautiful. We became the bank for her, and have been
her bank for over five years now.
We also have a couple in the Chattanooga, Tennessee
area that lived in a mobile home on her father's land for
xii
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over 20 years. We had a beautiful home available on 5
acres of land, and have become the bank for these nice
people for the past four years.
The stories are endless, and the challenges that human
beings face are much more intense than I had to face.
People who are selling their homes are drawn to our
program. They see that the home that they have
enjoyed and raised their children in can be passed along
through our process to a deserving family who will be
raising their family there, while helping the community,
as well.
Not only are sellers attracted to our program because
they can help a deserving family, but we have also found
that individuals who have retirement accounts such as
IRAs or 401(k)’s and personal funds love to lend to our
CAHP's because they see that their money is being used
to help people, while also earning a nice return as well.
This is the essence of what Certified Affordable Housing
Providers do:
1) They find and assist families and individuals to
find the right home that they desire that is also
affordable.
2) Then they seek out families and individuals who
have a home but want to move (for whatever
reason) and assist them in a quick and fair sale of
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their home to the CAHP. Often this is facilitated
by the seller acting as the bank for a short period
of time.
3) In some instances when homes can be bought
from HUD or Banks and cash is needed for the
purchase, then individuals and families with IRAs,
401(k)’s, and personal funds can be used and
those lenders can earn much higher than the
paltry sum the bank or stock market is paying
them for their funds.
CAHP's invest in their education and go through
extensive training, while also being provided
essential tools and forms to effectively help everyone
participating in the process and make a living for
themselves and their family.
So as you can see, everyone wins: the Buyer or renter
gets the home of their needs, the Seller gets their
property sold quick and easy at a fair price, and Private
Lenders get to deploy their funds at higher rates than
the bank pays, with less risk than the stick (I mean stock)
market.
Doing Good While Doing Well® is the essence of what a
CAHP is.
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Going forward I would like you to keep reading about
what my good friend Andrew Wendler, and a Certified
Affordable Housing Provider®, has to say about how he
transforms lives through affordable housing to
empower families and individuals to enjoy the American
Dream of Home Ownership.
Once you are finished reading this book, please do pass
it on to others who may not even realize that they have
the possibility of becoming a homeowner. You can
really help someone else down life’s road, just as your
local CAHP is showing you.
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Introduction
Still dreaming of owning your own home, but afraid you
won’t qualify? Wondering how to buy a house with nontraditional methods?
Well, you’re not alone.
Currently over 100 MILLION families and individuals in
America do not own a home of their own. This is the
lowest ownership rate in over 70 years. The reason is
that 80% of Americans today cannot qualify for a
traditional bank loan. This fact presents a real barrier to
advancing the ideals of owning a slice of the American
Dream.
Path To Home Ownership® was designed to educate,
then connect individuals and families who are looking
to someday own a home with experienced and qualified
Certified Affordable Housing Providers® (CAHPs) who
want to do good by providing affordable housing to the
public. If you dream of owning your own home, look no
further. Welcome to your personal Path to Home
Ownership™.
Many perceive that “Affordable Housing” is about
providing low cost or low quality housing for the poor.
This is simply not true.
xvi

The Path To Home Ownership
“Affordable Housing Payments” might be a better
description of how the Path to Home Ownership®
program works. We provide housing with monthly
payments of equal to or less than one-third of a family's
combined monthly gross income. Therefore,
“Affordable Housing” is not just a description of the
housing that qualifies, but also a description of what a
person or family can afford.
We only offer a person or family housing they can
sustain… based on their current income. Our Certified
Affordable Housing Providers® (CAHP's) are trained to
look at your income and other financial obligations to
determine what monthly price range and price point
you can qualify for. We then work with you to help you
find the perfect home for your family, one you can
eventually own, inside of your budget.
The first step in the process is to connect with your local
CAHP (pronounced CAP), the author of this book, to
discuss your situation and complete a free client
information form. We believe everyone is unique and
has uniquely different needs; it is our goal to meet as
many of your needs as possible. Based upon your
situation, abilities, goals, and desires, we will
recommend a plan that is unique to you.
For some people, our Fast Track Program might be an
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option. For others, completing Phase 1 of our Path to
Homeownership could take up to two years. But most
people will fall somewhere in-between. No matter
where you find yourself today or what your situation is,
your local CAHP is here to help.
And even though our program has been designed to
work with good, bad, and ugly credit, we don’t believe
you have to keep bad credit. Your CAPH will provide
suggestions for your credit improvement. That could
include a recommendation to join a nationally
recognized credit repair program. They may also
suggest secured credit cards or other methods to
increase your credit score to be able to eventually
obtain a bank loan.
In the meantime, your local CAHP will begin looking for
a home to match your set of circumstances, as will be
explained.
What types of Affordable Housing programs does
PTHO offer?
Are you wondering how to get out of rentership and
into ownership? Do you want to get into your own
home in less time? CAHPs, in the state of Texas,
participating in the PTHO program offer a unique
ownership program and experience designed to meet
xviii
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you where you are today and set you on a path to
owning a home as soon as possible. You are placed in
our membership program starting at the level you can
afford now, based on your initial investment. Then you
are given options and opportunities to boost to the next
membership level
So kick back and read on to find out how you, too, can
become a home owner, stop lining the pockets of your
landlord with your hard earned money, and put yourself
and your family on The Path To Home Ownership!

Andrew Wendler
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Chapter 1
Insulation to Inspiration
How It All Started
"We make a living by what we get, but we make a life by
what we give." ~ Winston Churchill

Helping people with real estate related problems was
the last thing on my mind at age sixteen. I started
working construction and found myself pulling
insulation out of an abandoned warehouse on my first
job. But, that job and the many others that followed
over the next eight years would become the foundation
from which I built my knowledge about residential
construction, and ultimately real estate in general. In
2002 I graduated from the University of Illinois in
Champaign/Urbana with a degree in marketing that
provided me a well-rounded education, basic business
knowledge, and very few job offers.
After graduation I moved to Texas, got a dead end job,
was renting a house with a friend, was living paycheck
to paycheck, and got hooked by a late night infomercial
on real estate. Even though I didn’t sign up for the
infomercial course, I did start looking into the business
of real estate and eventually took my first class from a
local organization. I was able to use this first class as a
foundation to start buying & selling houses, but I had so
1
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much to learn, and I wanted to be proficient in my field.
As I made a little money I continued to invest in my
education, and since have attended numerous trainings
from some of the best in the business; spending as
much on my real estate education as was spent on my
college education. In 2004 I connected with my mentor,
Louis Brown, who has been in real estate since 1977 and
has been quoted as being an expert in real estate,
managing, and finance by “The Wall Street Journal,”
“Smart Money” magazine, and others. Louis’s system
allowed me to see the same business in a whole new
way, a concept he calls “Doing good while doing well.”
Yes, real estate was attractive because of the possibility
of making good money – but I have remained in real
estate because it is possible to help good people out of
bad situations. Since my beginnings in 2002, I have been
part of hundreds of real estate transactions, I have seen
the market grow and seen it flop, and I have seen
dozens of investors go bankrupt. Through it all, I am
proud to say that the companies I represent and work
for have never filed bankruptcy, never lost a property to
foreclosure, or even been late with a single bill or
payment.
Today I am considered a real estate problem solver, and
specialize in helping sellers who have little to no equity
2
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sell their houses quickly and inexpensively. I have never
come across a real estate problem there wasn’t a
solution for; but not every situation calls for the same
solution. For example, when it comes time to sell the
house, most sellers think of listing their house with a
real estate agent and assume that is the only option –
that it is the best option. The reality is that there are
dozens of ways to sell your house, and an agent is only
going to talk to you about one of them. Knowing this will
help you avoid the #1 mistake sellers make:
Blindly trusting whatever the real estate agent says.
But why not, they are the professionals – right? Wrong.
They are sales people that have an average life span of
less than three years and they don’t get paid unless they
have houses to sell. Don’t get me wrong, some agents
are very good and some sellers should list their house
with them – but not everyone. Remember three things:
Question what they tell you, ask yourself if it makes
sense to you, and verify the information.
Tips for working with a real estate agent:
A. Call multiple agencies and ask for the top agent in
the office. Meet with at least two, if not three
agents from different offices and ask each one
three main questions:
3
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1. What do you think my house will sell for in
the next 6 months?
2. How long should I expect it to be on the
market at that price?
3. What repairs do you believe I need to make
to have my house sell for that price and in
that time frame?
B. Once you have a price that your home could sell
for – run the numbers yourself:
1. Call your mortgage company and get a
payoff amount – it will be higher than your
outstanding balance.
2. Subtract the payoff from the sales price.
3. Then deduct the costs to sell: agent, Title
Company, repairs, holding costs, taxes,
insurance, etc. (On average, minimum cost
to sell is 12% to 20% of the sales price.)
C. Then ask yourself three questions:
1. Based on the numbers, does it make sense
for me to sell this way?
2. Is it worth it for the amount of time it is
going to take?
3. Can I afford the time and money to make
the repairs recommended?
Honestly facing the answer to these questions is the
most important thing you can do when considering how
4

The Path To Home Ownership
you are going to sell your house. If the answer to all
three questions is “yes,” then choose the agent you are
most comfortable with and do what they recommend.
If the answer to any of the three questions is “no,” then
read on - there is a better solution. Not being honest
about the situation, and especially the financials, leads
to the second biggest mistake sellers make:
Overestimating the amount of money they are going to
make on the sale of the house.
This is so easy to do. Logic says you have been in the
house 7 years - that’s 84 payments - that’s a lot of
money – and now it is time to move - it’s PAY DAY!
Maybe/maybe not. Mortgages are amortized loans and
in the early years of the loan the majority of the
payment goes to interest. On average, in the first seven
years only 8% to 11% of the principle will be paid off –
and the average costs to sell are over 12%!! Unless
there has been appreciation, most sellers are still under
water after seven years. Historically, real estate does
appreciate, but values dropped so drastically in 2008
that appreciation is a small factor in our current market.
When figuring the numbers, always remember:
A. To avoid emotional attachment to the monies
paid to the mortgage company.
5
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B. NOT to convince yourself that the house is worth
more than the agent(s) said or that the costs to
sell will be less than expected.
C. Most Importantly: To be open to other
alternatives.
Accepting the reality of the house’s value and the cost
to sell upfront gives a seller the ability to make the
decision that is best for them and avoid going to the
closing to collect a check, only to find out they have to
write a check. Yes, this happens all of the time – sellers
are paying out of their pockets to sell their houses.
Remember, there was only 8% to 11% equity after
seven years, and it takes almost 12 years to pay off 20%
of the mortgage. That means anyone who has bought
their house in the last 10 years are likely under water or
will have very little left after all costs to sell are paid.
There are thousands of people who would sell their
house today, if they thought they could. The good news
is, they can; just like some of these people have:
April’s story goes back to 2007. She came to us on
a referral from a friend. The friend was a real
estate agent, and when she needed to sell their
house in 2006 she came to us instead of listing
the house herself, because it made financial
sense. April was in her mid- 30’s, single, her
6
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career was not working out the way she had
planned just a few years before, and she could no
longer afford the house. When I met with April I
was a little surprised because her father was
there also. He is a retired executive from IBM and
was concerned what his daughter might be
getting into. We went through the entire
program together: how we were going to buy the
house, and how we were going to sell the house
on the Path to Homeownership program. Even
though April was ready to accept our offer,
because of her friend’s recommendation, her
father wanted time to think about it and to work
the numbers himself.
After a few days, they called back and wanted to
meet again. When I sat down with them her
father proceeded to tell me how impressed he
was that I hadn’t exaggerated the truth or
stretched the numbers in our favor. That even
though April would be giving up some equity, he
had concluded it was a very good offer for her
long-term financial future. We bought the house
“as is” and gave April two months to make
arrangements to move.
Today the house is occupied by a married couple
7
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on the Path to Homeownership. They have made
many improvements to the house and are excited
about being homeowners because they had been
denied so many times by so many other sources.
This next story is from October of 2013. Brad was
selling his house because he had gone through a
divorce and even though he was awarded the
house, he was struggling with the payments. Not
to mention the emotional connection the house
had with his ex-wife. Actually, when I met with
Brad he was only seven days from falling behind
on his mortgage and facing foreclosure. He had
been trying to sell the house “by owner” and had
no luck. The house was built in the 1980’s and it
needed updating and repairs; money Brad didn’t
have. Brad had purchased the house 10 years
earlier and had never missed a payment, but after
we did the math together he had less than $2,000
of equity, NOT counting what it would cost to
make the repairs and updates that were needed.
More than anything, Brad didn’t want his credit
wrecked after everything else he had already
been through this year.
We bought Brads house and closed in less than
seven days, preserved his credit, saved him the
8
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repair costs, and then leased the house back to
him for three weeks for him to make
arrangements to move. All for the total cost to
Brad of $0.00! Brad was also happy to know he
was helping to make the dream of
homeownership available to someone else
because his house would be part of the Path to
Homeownership program where buyers are
qualified based upon their income, and not their
credit.
Tony and Janice are retired from the military and
currently self-employed, but still were unable to
qualify for a traditional mortgage. They moved
into the house two weeks after Brad moved out
on the Path to Homeownership and Work for
Equity programs. Between cash and work for
equity credits, they will have over a 10% down
payment, are updating the house to their taste,
and were able to get out of “rentership” and into
ownership. They are so happy and excited that
every time I see them Janice won’t let me leave
until she gives me a hug.
This is why I love this business. On both ends of these
examples and countless others we are helping someone
the mainstream system said could not be helped.
9
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Hundreds of thousands of people have bought their
house in the last ten years and would like to sell their
house now, but have little to no real equity, and over
80% of Americans with good jobs cannot qualify for a
traditional mortgage. We have solutions for these
people. I have been able to bring First Step
Management and Property Partners Group together to
say YES to both buyers and sellers when the traditional
real estate system says NO. The most exciting thing
about what I do is being a part of making a positive
impact on someone’s life, helping someone see their
dreams come to pass, providing a hand up and not a
hand out, and making a positive impact on our
community. These are things that last forever.

10
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Chapter 2
Taking the Fear Out of Home Buying
For many years I have worked with hundreds of
individuals and families looking to purchase their first
home. But over and over again I still hear the same
questions being asked: “Am I ready for this
commitment?” or “Don’t you think I’m too young to
buy?” or “What happens if I lose my job?” or “Can I
really afford to buy a house? Shouldn’t I just keep
renting?”
Yes, I will agree that buying a home, especially your first
home, can be a daunting experience, and scary as hell!
But because I have been able to answer these questions
for many years, I am qualified to say that you have to
get past these excuses. Get past the negativity. Buying
a home can be an easy process, especially when you
have the right person steering you on the right path.
Remember what it was like the first time you had your
own apartment? When you first walked in the door and
thought to yourself “this is all mine.” Can you still feel
the exhilaration that you felt then? Well, multiply that
100 times when you walk in the front door to a home
that you now own. It is yours. Not a landlord’s. You are
not paying someone for the privilege of living in their
11
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property. Even though you are paying a mortgage,
which can be equated to your monthly rental, you are
gaining equity. Instead of making a payment that goes
nowhere, you are now investing in your future. You now
have the option of selling it in a few years for a profit,
or maybe even renting it out, which will put more
money in your pocket every month. And think about the
tax break you will get every year!
I believe that there is no better feeling than when you
say ‘good bye’ to your landlord. Imagine waking up in
the morning excited to be able to paint the walls a color
that you like, or replacing the dripping faucets in the
bathroom, or building that herb garden that you so
desperately wanted, and nobody can tell you “no you
can’t.” That feeling is absolutely priceless.
Instead of seeing that $1,000 a month fly out the
window, (and making the landlord richer) it is now
working for you. It is building equity. And what exactly
is equity? It is the difference between the market value
of your home and what you owe on it. Let me explain:
Let’s say that you are purchasing a home for $200,000.
You put $10,000 (or 5%) down. The amount that you
provided, $10,000, is the equity in your home. Every
month that you make a payment towards that loan the
principal (loan amount) reduces, while the value of your
12
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home (equity) goes up.
And wouldn’t it be great to be able to receive a refund
at tax time instead of always paying out because you
rent? Deductions are the key, and believe it or not,
there are still deductions that you can take:
 Mortgage Interest
 Moving Costs
 Real Estate Taxes
 Points
 Home Improvements
 Private Mortgage Insurance Premiums
 Penalty-free IRA payouts for first-time buyers
 Home equity loans
Having these additional deductions could mean
thousands of dollars in tax savings for you each and
every year. In addition, if you decide to sell your home
after living in it for two out of five years, the first
$25,000 of profit is tax free. Now if you are married, the
profit doubles to $50,000. Isn’t it nice to have such a
great savings plan?
Not convinced yet that buying a home is the right thing
to do? Let me help you by answering a few of the
questions and concerns that I have gotten over the
years:
13
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1. “I just can’t afford to buy right now”
The reality is that you might not be able to afford
a $350,000 house right now, but you might be
able to afford a $150,000 house today.
2. “What if I lose my job?”
Regardless if you are renting or owning, you still
need to find a way to support yourself and your
family. If you are really that worried, then take
the time to learn about disability, unemployment
and mortgage insurance coverage.
3. “I’m afraid to buy in this unstable economy”
Have you heard of a “buyer’s market?” This is
where there are more houses for sale than
buyers. Because of this, sellers tend to be a little
more flexible with pricing and terms. They just
want to get their house sold.
4. “I don’t have enough down payment”
Usually this means that you don’t have enough
down payment for the $350,000, but you have
more than enough for the $150,000. Plus, there
are many no-money down programs available,
which we will get to shortly.
5. “I’m not sure what I should buy”
You’re not alone. First and foremost, trust your
gut. If you don’t like the upkeep of a yard, go for
a condo. If you like the freedom that a detached
home gives you, buy a single family. If you don’t
14
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like stairs, buy a ranch. Just remember to keep an
open mind when you go house hunting. You
never know what will strike your fancy.
6. “It’s a lot of responsibility”
So is learning to drive. So is paying your bills on
time. But you learned how to do those. Relax. It’s
not brain surgery!
7. “I don’t know anything about maintenance or
home repairs!”
Who really does when they first start out? I
didn’t. But there are classes at Home Depot,
Books, DVD’s, HGTV Shows, the Internet, and
YouTube. Get the picture?
Keep in mind that very few people are calm, cool and
collected when they are buying their first home. But it’s
very easy to reduce your fears when you are prepared
with all the tools, knowledge and resources. Plus,
having the support of a great real estate member will
make your hunt for the perfect home a lot easier.
On The Other Hand….
Renting might still be your best option IF:
 Your credit needs a lot of work. Having two of
three credit scores above 640 is a necessary
requirement for traditional financing in this new
real estate market. If you are not there yet, then
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we recommend you get the help of a professional
to assist you. We have those resources for you.
 You are moving cross-country within months. If
your ideal dream of living the good life is hauling
your entire life back and forth cross country several
times a year, then owning a home may hold you back
from your dream life.
 Your income will be dramatically decreased.
However, you may still be able to afford a smaller
home or condo, but you should wait until your new
level of income is determined.
 Owning a home costs you three times what rents
costs in your area. There are some parts of the
country where you really have to be a millionaire to
buy a home. In this case you have two choices:
continue to make the rich even richer by paying rent,
or buy in a different town or neighborhood.
 You honestly do not have two nickels to rub
together. There are always costs to be paid out of
pocket for the appraisal, home inspection, etc. For
example, when you moved into your apartment you
may have needed first, last and one month’s security
deposit. Well, buying a house is an even bigger
decision than renting an apartment, so you also need
to have at least two to three months of mortgage
payments.
16
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 You need to have options. If you spend half the year
in Costa Rica and the other half in France, then you
only need a hotel room when you are in town to
repack for the next move. You most likely do not
need a 2,500 square foot raised ranch in Tampa,
Florida.
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Chapter 3
Does Buying A House “The Old Fashioned Way”
Still Work Today?
Everyone turned to stare at Dave and Debra as if they
just stepped off an alien spaceship. Then her dad finally
spoke up: “I don’t understand why you would spend
month after month driving through neighborhood after
neighborhood, sign a contract on this house, spend over
$1,000 for an inspection and appraisal, and now try to
figure out what’s happening? And how could you buy a
home for $275,000 when your budget is only
$225,000?”
They both seemed to have lost their wills to speak, but
finally Dave gathered his courage to let their families
know the reason why he and Debra thought that finally
closing on their new house would be the easiest part of
the house buying process. After all, they just “knew”
that everything would work itself out. “And besides,”
Debra said, “other people in my office bought homes
and everything worked out for them. And,” she added
defensively, “After we realized how little we knew
about what we were doing, we went online and read all
about real estate.”
“So,” Debra’s dad said, “let me understand this. You
invested a lot of energy, money and time into buying
18
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this house without knowing the answers to some of the
major questions? Do you know if you qualify for any
down payment programs? What happens if the
appraisal comes in way low? Are you sure the sellers
didn’t rip you off or ‘forget’ to disclose anything?
Seriously. Did you actually think that ‘everything would
work out fine’ because someone in your office did it,
too?”
Hang on. Before you close and put this book down, I
know that you are probably thinking that you would
never do anything like this. But let me tell you this: over
the years I have seen and heard this exact same
scenario played out again and again and again.
However, in Dave and Debra’s defense, they aren’t the
only ones to blame for this disturbing situation. Truth
be told, the “traditional” way that most people are
taught to buy a home creates this exact situation for
many would-be homebuyers.
Dave and Debra’s process all began when they both
agreed that they needed to be grown-ups by having
their own house. Although Debra wanted to buy before
they got married, Dave suggested they wait and use the
money that they receive from their guests to add to
their down payment. Let’s try and see exactly where
this process started to unravel:
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1) They looked at ads in newspapers, on-line, and
attended open houses to see exactly what was out
there.
2) At one of the open houses they found and hired a
real estate agent who gave them a “good vibe.”
3) They used their real estate agent’s lender to get
pre-approved for a mortgage of $225,000 with
five percent down.
4) They asked the mortgage lender about down
payment assistance programs. (He said he would
get back to them once they found a potential
house.)
5) After Dave and Debra’s beautiful wedding they
hurried to their honeymoon suite to find out they
received $2,500 in monetary gifts.
6) After combining the $2,500 with their saving of
$5,000, they were still short of their $11,250 that
they required as a down payment.
7) Not finding anything they liked in their price
range, they asked the loan officer to raise their
loan from $225,000 to $250,000. Done!
8) They submitted an offer of $275,000 for a house
listed at $295,000. Their offer was accepted, with
the seller contributing $5,000 towards closing
costs.
9) After advising their loan officer of their good
news they once again asked about down
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payment programs. Even though the loan officer
had not yet found a down payment program, he
was hopeful. Nevertheless, they were advised
that they had to proceed with the home
inspection and appraisal because the down
payment assistance program required those for
the approval.
10) Several weeks later their loan officer still had not
found a down payment program. Afraid that they
might lose their dream home, along with their
earnest money, Dave and Debra have decided to
dip into their 401K’s and borrow money from
their families.
Were you able to see where Dave and Debra made their
crucial mistake? If not, don’t worry. They actually made
several critical errors:
Mistake #1: Dave and Debra started out by seeing
what was “out there.” Where’s the sense in
driving yourself into a buying frenzy before you
actually have the down payment or know if you
can even qualify or afford the house you are
interested in?
Mistake #2: They hired the real estate agent who
was representing the seller! Do you see the
problem with this? Let me give you an example:
What if your lawyer was also representing the
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person who was pressing charges against you?
Who would the lawyer actually be working for?
Mistake #3: They went way outside of their
maximum price range without knowing how they
would come up with the down payment, or
seriously considering whether or not they could
actually afford it.
Over the years I have seen and heard numerous real
estate experts give advice to first-timer home buyers.
While some of their advice is constructive, the way in
which they advise buyers does not always apply. For
example, what if Dave and Debra had decided to stop
looking at houses until their loan officer found them a
down payment program? Their real estate agent might
have been upset and they would have been forced to
wait a little longer for their new home, but it’s definitely
better to wait a little longer than losing your deposit,
being stressed out and facing the awkwardness of
having to borrow money from family.
So here are my top reasons to scratch buying a home
the “old-fashioned” way:
1. You become oblivious to the true steps of the
home buying process.
When you are purchasing your first home, you
don’t have a reference point to compare things
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to. If you just “go with the flow,” you won’t know
what to expect next. There needs to be a step-bystep guide during the whole home buying
process.
2. It can give you outdated, inappropriate or
inaccurate information.
Buying a home in Fort Worth, Texas is not the
same as buying a house in Tampa, Florida or even
just across town in Dallas, Texas. So use the
internet to find current information about the
area.
3. People think that loan officers and real estate
agents take the time to educate you on every
step of the process.
Unfortunately, there are many realtors who only
want to make a fast buck. They don’t feel the
need to educate their clients, so it’s up to you to
do your due diligence. But if you do have
questions, ask!
4. There’s the assumption that you actually know
how to negotiate with your real estate agent,
home inspector, appraiser, loan officer,
insurance agent, etc.
Do you know how to talk to your loan officer
about interest rates, points and miscellaneous
fees? Do you feel comfortable asking your real
estate agent about commission fees? You need to
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learn what to ask so you don’t lose thousands of
dollars that you really can’t afford to lose.
5. It doesn’t take into account mortgage programs
that might be available in your area.
Based on certain criteria, every city, town and
state offers different mortgage programs. Find
out what you can qualify for in your area.
6. Not everyone has ten, twenty, or fifty thousand
dollars just lying around the house.
I just love it when some real estate experts
casually state “well, you only need twenty
percent down.” Depending on the area and the
price of the home, twenty percent could be ten,
twenty or fifty thousand dollars! For the average
working Joe, it could take ten years or more to
save up that kind of money. But on the other
hand, you could be paying that much in rent!
It’s necessary to have answers to your questions way
before you sign legally binding contracts. Why would
you sign forms and documents and make agreements
before you know exactly what to expect next? You need
a comprehensive resource specialized for your area in
order to choose the perfect house, in the ideal
neighborhood, at a bargain price.
The one and only way you should make the biggest
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financial decision of your life is by being armed with
local real estate knowledge, and a team of honest,
expert local real estate professionals. Note the
emphasis on local and expert. I cannot stress how many
horror stories I have heard from smart homebuyers who
mistakenly placed their faith in a voice on the other end
of the phone. That voice could be two thousand miles
away and never to be heard from if there are any
problems.
Another problem I see is that homebuyers might tend
to entrust one of their most important financial
decisions to a “newbie” right out of real estate school
because they feel they know the current ins-and-outs of
real estate. Don’t get me wrong. I deeply believe in
supporting professionals who are just starting out in
their profession, but I also believe in having experienced
and expert advice when it comes to my money. Don’t
you?
As your local Certified Affordable Housing Provider® we
have been trained to help you avoid the many mistakes
and pitfalls that homeowners make. By beginning with
a personal conversation and financial discussion with
you, we make sure that you do not commit to more
home then you can afford, or a higher payment then
you can handle.
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We are also aware of local and national down payment
and repair assistance programs. These programs vary
and come and go based on time frames and funding
availability. Often they require a certain credit score and
can only be provided at the time of actual deed transfer
to the buyer. We will make you aware of local programs
you may be able to qualify when that time comes.
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Chapter 4
Is There Such A Thing As Finding
That Perfect House?
There are more than enough housing options to suit
every homebuyer, regardless of the real estate market.
For example, for the last several years, if you were
looking for a townhouse or condo you could pretty
much find the pick of the litter for less than $300,000 in
Miami Beach. By the same token, if you were searching
for a nice single family home to start a family, you would
do well to consider Arlington, Texas, where you can find
a home for an average sales price of under $150,000.
However, the real issue facing most first-time
homebuyers is how to find the perfect home for their
needs, wants and future plans, all with a price tag that
they can afford.
The first step in finding your dream home does not start
with spending a dozen weekend’s running back and
forth to open houses. The first step you need to take in
order to find your dream house is to focus on yourself.
When I say yourself, this also includes your significant
other, children, extended family (pets) and any other
important decision makers who will be impacted by the
decision. This process starts at your current apartment
while sitting down watching television or over dinner. In
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this chapter I will cover a multitude of variables that you
may or may not have considered when examining
yourself. I’m sure there will be some that may apply to
you that I have not listed. Therefore, use what I provide
as an outline in regards to determining your needs.
However, you will need to follow my system to come to
a decision without jeopardizing your down payment
money.
One of the major challenges facing most homebuyers is
that as a renter you were only required to look twelve
months into your housing future because you were
most likely just signing a twelve-month lease on an
apartment. However, it is a whole new ballgame when
it comes to buying a home. At a minimum you must
think at least seven to ten years into the future, and this
also means considering many additional factors such as
your lifestyle, family plans for the future, convenience
to job and your neighborhood, just to name a few.
Rediscovering You and Your Family
The first step on the path of finding your dream home is
knowing exactly what you personally want to do with
your new home. It is imperative that you hone in on
exactly what your lifestyle needs and wants are. For
example:
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 Are you planning on living alone, with your
spouse or small family? Consider the fact that life
sometimes sends us unintended expansion
projects (pregnancy, parent’s needs) to test our
flexibility. An extra bedroom would be really
valuable.
 What lifestyle choices do you need to stick to?
By the time you are old enough to buy a home,
there are some things you just do not want to
give up: closeness to downtown area, blocks from
park, good schools, nearness to family, etc. Take
this into consideration when looking at homes.
 What is a day or night like at home for you? Are
you the kind of person who would rather curl up
and read a book all day in a quiet place in your
home, or do you prefer the loud thumping bass
of techno music? Are you handy with home
repairs, or do you just run for the phone book as
fast as you can anytime there is a problem?
 What are your plans for the home? Know your
goals. You may want to run your own homebased business, so you may need an extra
bedroom or home office, or maybe you are
looking for that nice little garden that you have
always dreamed of.
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House Features
When it comes to the tangible elements of your ideal
home you will want to start with some of the good and
bad elements of the apartment or house you are living
in currently. Maybe you love the hardwood floors in the
living room and kitchen, but cannot stand walking on
cold floors in your bedroom. Or perhaps you have
discovered that you have a better outlook on life when
your bedroom window faces the sunrise. The list can go
on and on, but I’m sure that you have already
discovered some of your ideal amenities throughout
your years of renting. That is a good source to draw
from to put together a list of must-have features in your
prospective home.
Here is a list to get you started:
General
House Style
Square footage
Number of bedrooms
Number of closets
Number of bathrooms
Garage
Ideal Home Age
Hardwood Floors or Carpet
Fireplace
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Central Air
Updated house systems (plumbing, electrical or
mechanical)
Floor Plan
Number of floors (two story, etc.)
Great room
Formal living room/dining room
Basement/Attic
Laundry room
Family/Den
Home office
Kitchen
Spacious or compact
Type of flooring
Granite vs. Butcher block
Eat-in
Automatic Dishwasher
Outside
Large yard/big lot
Small yard/small lot
Fenced in property
Pool/Spa
When you do decide which neighborhood you want to
live in, view it in terms of neighborhood “niceties,” as
well as your neighborhood “exit strategy.” These are
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the intangibles and tangibles that will make or break a
neighborhood. Let’s take a look:
“Niceties”
 Convenience Factor – How close are you to
work, shopping centers, schools, grocery stores,
etc? There is nothing worse than your gas
needle being on “E” with no gas station in sight
for twenty miles.
 Welcoming Community – You would not want to
move into a community that views new residents
as the devil incarnate. You want to feel that you
are a great addition to the community.
 Education Factor – If you have kids, then you
know how important being in a good school
district is to your child.
 Safety and Security - Knowing that both you and
your biggest investment are safe at all times lets
you sleep at night.
 Restricted Communities
– There are
neighborhoods that require you to paint your
house certain colors and restricts you from
painting it any other color or pay a fine. Do you
want to be that limited with your property?
“Exit Strategy”
If this is your first home - or even if it is not – when you
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are selecting a neighborhood, think about the resale
value. By keeping the resale value in mind, this might be
the difference between having your house on the
market for weeks or months if and when you decide to
sell your home.
The best way to determine resale value is to assess how
well the intended house matches the neighborhood.
For example, you don’t want to own the only
townhouse in a multi-family neighborhood. Chances are
the majority of buyers who would be purchasing your
home are looking for multi-family investment
properties. The single-family homebuyer would feel like
they are still renting and probably would not want to
live in another transient renter’s neighborhood.
Another method of putting together an exit strategy is
to think about the very things you are looking for as a
homebuyer: proximity to major highways, good schools,
nearby shopping, clean streets, close to work, etc.
Part of being a Certified Affordable Housing Provider® is
that we are trained to find the property that is right for
you: the number of bedrooms and bathrooms, the
location you prefer, special-needs that you may have
such as handicap accessibility or an In-law suite. Be sure
to tell us what you are looking for - And remember to
tell us what is not acceptable to you as well.
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You can easily provide this information online by going
to our website:
www.First StepMGT.com
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Chapter 5
Brand Spanking New Vs. Gently Used
Every single homebuyer that I have met has an image in
their mind of what they want their home to be. Some
want the traditional “white picket fence,” while others
dread any type of manual labor and elect to go with a
professionally maintained condo community. But at the
end of the day, the only thing that matters is that you
choose a house that you and you alone can live with.
There are basically two groups of single family houses
to choose from: “Brand New,” and “Gently Used.” Let’s
talk about the pros and cons of a “Brand New” house:
One of the best parts about buying a newly constructed
house is that you are the first to make the house a home
by leaving your own personal mark on it. Other benefits
include:
 Everything is Updated – If you are a gadget loving
person, you will have to restrain yourself from
going crazy with all of the latest and greatest
gadgets.
 Custom Made Just For You – The best part is that
YOU designed it, so you are able to see your vision
come to life.
 Environmentally Friendly – Most new homes are
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are built to save energy and are made with better
materials.
Now on the flip side, new construction does have its
down side:
 Pushy salespeople – These people are hired by
the builders to move these houses, so they tend
to be very aggressive and anxious to sell.
 You are breaking everything in – Nothing has
been tested for longer than thirty seconds, so
there may be one or two issues with appliances,
heaters, a/c unit, etc.
 Patience is a virtue – Statistics show that builders
almost never finish homes on time, so be
prepared.
 Additional costs – Because of inflation and cost
of goods rising, it usually costs more to build a
home than it does to buy that same home if it was
already built.
“Gently Used” homes tend to have some unique
benefits that many homebuyers really enjoy, such as:
 Tested Construction - The majority of homes
generally have their issues in the first few years.
 Stable Neighborhood – The community was built
and is functioning before you move in.
 Personality – Homes seem to develop character
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over time as they age.
 Better prices – Older homes usually have lower
sales prices.
Once again, there are down sides to buying an older
home:
 Less efficient – Older homes do not preserve
energy as well due to the new materials
manufactured in recent years.
 Costs of repairs – Father Time has put his mark
on appliances and materials, so they generally
need to be repaired or replaced soon after
moving in.
 Smaller rooms – At one time it was prestigious
just to own a home, so size really didn’t matter.
 They usually sell for less later on – Newer
construction holds its value better.
Are Multi Family Units a Better Fit?
Single family and multi-family dwellings are as different
as night and day. Even though most people are familiar
with condos, did you know that there are three types of
housing structures that are broken down into
communities? This means that when you buy into a
condo community there are certain responsibilities that
the community at-large provides for you, and then
there are certain responsibilities you perform for the
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community (usually in the way of paying their monthly
fees).
There are three major types of multi-housing
communities: Condominiums, Town Homes, and Co-Op
Associations:
1) Condominiums
When you buy a condo you own only the inside
of your home, not the common areas such as
swimming pools, stairwells, gardens or
sidewalks. Those areas belong to everybody. But
owning a condo can make sense:
 Less work for you - the condo association
takes care of regular upkeep and
maintenance so you don’t have to: no
cleaning of pools, no shoveling snow, no
mowing grass, etc.
 Being part of a community – this can be a
blessing or a curse, depending on your
neighbors.
 Lower sales price – depending on where
you live, you may get a better deal on a
condo than on a single-family house.
The “not-so-pleasant” side of living in a condo is:
 Fees must be paid each and every month
or you get penalized with fines.
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 “Big Brother” is always watching.
 If you paid less, you’ll make less when you
sell
 Over- the- top rules, regulations and fees
2) Townhomes
Whereas a condo can have upwards of 30 floors
or more, a townhouse is generally an “attached”
vertical single family home, with two to three
floors. Buying a townhouse is actually buying
more than a condo, so you should expect to pay
more because with a townhouse you actually get
a title of ownership to the building and the land
that it sits on.
3) Co-Ops
When you buy a co-op you are really buying
shares of a corporation that in turn owns the
building you are living in. What this means is that
you are actually renting from the corporation,
and as a result are bound by rules that appear to
be only one step removed from renting. As a
result of buying shares of the corporation, not
only are you required to vote in order to make
any real changes, but you must also pay a
monthly membership or maintenance fee. As a

39

The Path To Home Ownership
first-time homebuyer, I strongly suggest staying
as far away from co-ops as possible.
As your local Certified Affordable Housing Provider® we
are familiar with all types of real estate and can find the
housing type that is right for you.
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Chapter 6
The Importance of Knowing and Maintaining Your
Credit Scores
Most people are oblivious to how important their credit
scores truly are. A credit score determines how
expensive your cost of living is going to be. Without
good credit scores the cost to borrow money increases
exponentially, due to higher interest rates on credit
cards, auto loans, installment loans and mortgage loans.
Poor credit even affects your insurance premiums.
Over the years I have heard so many people say, “I just
pay everything with cash, so I don’t need credit.” Ah, if
it were only true. Since credit scores reflect how you pay
back money borrowed, the credit companies will not
know how you pay your debts if you don’t borrow any
money. It’s that old Catch 22 syndrome. Loan
companies need some way to find out if you are a good
credit risk or not.
Would you loan your money to someone with little to
no history of pay back?
I doubt it. You would want to make sure you got paid
back, and on time. The same goes for the lenders.
There are three major credit reporting agencies that are
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commonly used by mortgage lenders and banks:
 Experian FICO – Experian/Fair Isaac Risk Model®
 Equifax FICO – BEACON score®
 Transunion FICO – EMPIRICA®
Experian, Equifax and Transunion are for-profit third
party companies that report, buy and sell credit
information. They report the credit history that is listed
on your credit reports. In many cases, information will
stay on the credit report for up to ten years. What
exactly do they look for? They check to make sure that
you are paying your obligations on time and if not, how
delinquent you are. They report on credit cards,
bankruptcies, tax liens, auto loans, judgments,
installment loans, mortgage loans, foreclosures and
credit inquiries.
Just how do they even calculate your credit score?
Credit scores are generated using the FICO algorithm,
which is a mathematical calculation using the following
weighted information:
35% - payment history
30% - amounts owed
15% - length of credit history
10% - new credit
10% - type of credit use
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Based on the above percentages, you can see how
important it is to have the accurate credit information
on your credit report before purchasing your home. In
addition, let me dispel some of the commonly mistaken
thoughts on credit:
1. Paying off collections doesn’t increase your credit
score. It will actually reduce credit scores.
2. Married couples do not share the same credit
scores. Credit is reported on each individual
based on their name, social security number and
address.
3. Mortgage lenders use the middle score to qualify
you for a mortgage and they don’t average all of
your scores together.
The Basics
Let’s start with the basics of your personal credit score.
Based on purchasing and payment history, your score
can run from “won’t touch you with a ten foot pole”
score of 300, to a “whatever you want, you got” score
of 850. Generally, to qualify for a residential mortgage,
the middle FICO® credit score should be above 620, and
in more recent years a 640. But to receive the very best
possible rates, a credit score of 720 and above is ideal.
Under traditionally accepted banking practices your
credit score gives lenders a close to perfect picture of
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your dependability, credibility and trustworthiness
when it comes to paying your bills. They depend on the
information from these companies to help determine
the risk of lending a mortgage. Let’s say you have a
credit score of 730. A 730 credit score would allow you
to get a mortgage with a par interest rate.
A par interest rate is the lowest interest rate you can
qualify for without paying extra money to buy it lower.
You still might be able to qualify for a mortgage if your
score is 620 or lower, but you will be penalized by
paying a higher interest rate significantly above the par
rate.
Why do mortgage lenders charge a higher interest to
borrowers with lower credit score rates?
A higher interest rate is charged so the mortgage note
becomes more appealing when the lender sells the loan
in the secondary market.
As a guide, here is what you can expect from a mortgage
lender based on your credit score:
 Credit scores of 720 or higher will qualify for par
rates across all loan programs.
 Credit scores of 620 to 719 will have increased
interest rates (the lower your credit score, the
higher the interest rates). Credit scores below
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660 usually will not qualify for Conventional
Loan programs, but will qualify for FHA and VA
loans.
 Credit scores below 620 will usually be denied by
mortgage lenders. In order to achieve loan
approval with sub 620 credit scores, borrower
will require other contributing factors. For
example, large down payment, low debt to
income ratio and a large sum of liquid assets.
Overcoming Credit Challenges
The majority of borrowers are unaware of any credit
issues until it’s too late. 82% of Americans have some
erroneous information reported on their credit report.
It’s a good practice to check your credit report annually,
and if you are denied credit always request a copy of
your credit report with your credit scores from the
denying creditor.
Here are a few of the most common errors on a credit
report:
 Loans you never took out
 Identity theft
 Erroneous late payments
 Bankruptcies, foreclosures, tax liens and other
judgments that have been completed, satisfied or
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discharged, but never changed to reflect the
status on the report
 Credit cards that were never used, but are still
showing as being open
 Former spouses that are still carrying the other’s
line of credit on their reports
 Credit cards and debts that do not belong to you
There comes a time in everyone’s life when we want to
make a big purchase, such as a car or a house. So be
prepared ahead of time with knowing that your credit
scores are in order.
Here are a few steps that will help you increase and
improve your credit scores:
1. Purchase your official FICO® credit scores. The
credit scores that Equifax, Experian and
Transunion provide on their websites are their
version of the FICO® algorithm, so be sure to
purchase the official FICO® credit scores. By doing
so you will have the same credit report that the
lenders use to judge your credit worthiness.
2. Most credit monitoring services are a gimmick
and usually do not provide any service with any
real value to the consumer. Avoid receiving a
credit report from these types of services, as the
credit information is typically incomplete.
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3. If there is erroneous information on your credit
report, then hire an expert credit repair company
that DOESN’T promise overnight results. Just like
your mechanic knows your car better than you
do, they know credit better that you do.
4. Don’t get discouraged! You didn’t ruin your credit
overnight, so what makes you think you can
repair it with one simple phone call? It can take
four to six months (and sometimes longer) to
properly and permanently repair and increase
your scores. So have patience, and know that the
result will be life-changing.
I don’t suggest doing credit repair on your own. A
common mistake consumers make is taking their credit
restoration into their own hands, which commonly
leads to irreparable damage that a credit repair
company will not be able to rectify.
Before, during and after you purchase your home, work
on increasing your credit scores:







Pay your bills on time
Check your credit report annually
Use credit instead of cash
Maintain a few major credit cards
Do not max out credit cards each month
Pay down debt instead of shifting it
47

The Path To Home Ownership





Stay away from finance companies
Keep a small balance on your credit cards
Do not co-sign for another person
Understand Bank/Debit cards won’t help your
credit rating
 Eliminate mistakes on your credit reports
 Increase your credit limits regularly
Simply contact us as your local CAHP to get going right
away. (Contact information contained at the back of this
book.)
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Chapter 7
Financing and Bank Loan Possibilities
Most people believe you must have a pile of money in
order to buy a home. There are a number of reasons
why this is not true. For example:
VA Financing - if you are a veteran, you could get
100% financing. That means zero down. Whoa, don't
get too excited yet. You still will need to pay some of the
closing costs and you will need credit good enough to
qualify. But regardless of your credit, be sure and tell
your affordable housing counselor that you were a
veteran. They will use this information to help you seek
the right loan. The Veteran’s Administration does not
actually loan money. It acts as a guarantor for the loan.
Qualified mortgage lenders provide the loan.
If you can qualify for an FHA loan you only need 3.5%
down payment. So that's only $3,500 on a $100,000
loan. Not bad. But once again you will need good
enough credit in order to qualify. The program
requirements and credit scores change regularly, so our
Mortgage Wiz can tell you what score you will need in
order to qualify for an FHA loan today.
Once again, the federal home association is not a
lender. It insures the loan and the added risk a lender is
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taking with such a small down payment. Therefore, on
this type of loan, there is an added fee payable to FHA.
This insurance premium is called MIP, for Mortgage
Insurance Premium.
As we progress through the list of possibilities, the pile
of money needed to be able to purchase increases.
The next possibility could be a conventional loan. These
are available for up to 95% of the purchase price. When
borrowing more than 80% of the purchase price of a
home, often lenders want insurance. This is called MPI,
for Mortgage Premium Insurance.
80 to 90% of purchase price is most common when it
comes to conventional financing. Again, a good enough
credit history and score is needed to qualify for this type
of loan.
Even with a poor credit score most lenders will lend 70%
of the purchase price of the home.
That means for the same $100,000 loan as exampled
above you could need anywhere from $5,000 to
$30,000 as a down payment alone, plus closing costs.
All of the above are related to traditional bank lending.
As noted, good credit and/or sufficient down payment
is required.
50

The Path To Home Ownership
For those of you who don't have that just yet, there
are other options available.
In some cases the seller of the property will act as your
bank. This is one of the services CAHPS offer in general,
and one we specialize in at First Step Management. We
will carry the financing on the property, charge an
interest rate, and take payments over time – just like a
bank, but without the hassle of a bank. Just like any
lender, the interest rate typically relates to the risk we
are taking. If you have poor or damaged credit then
expect to pay a rate higher than the bank charges for 'A'
credit borrowers.
Until you have good enough credit and/or a down
payment for traditional financing, we can place you on
the Path To Home Ownership to help you obtain
ownership through private sources while you are
building up the necessary requirements for a bank loan.
As your local CAHP we will help navigate these options
and help you choose the one that's right for you in your
current situation.
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Chapter 8
Sweat Equity and Other Down Payment Assistance
Lots of people have the motivation to buy a home, but
just don't have enough down payment money saved up.
Often buyers think they need more than they really do.
In any case, the more down payment you have, the
lower your monthly payments are going to be.
So let's take a look at possible places you can add to the
amount of down payment money you have to work
with:
1) Government down payment assistance. City,
County and State programs are available to assist.
The requirements and restrictions vary widely.
Ask the mayor’s office or local housing office
what may be available in your area. Many of
these programs are poorly publicized, so only
those who seek them out get to take advantage
of them. It's hard for anyone to know them all, so
feel free to do your own research as well because
there are so many, and they come and go
regularly.
2) Non-profit organization down payment
assistance. Some provide home ownership
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3)

4)

5)

6)

training programs, including budgeting and home
maintenance. Some also provide down payment
assistance once you complete certain training
classes. Again, this will take research to discover
what's available now.
Family down payment assistance. Also known as
gifts. Many want to see family members get
ahead and will gift or lend some or all the down
payment
needed.
Have
you
asked?
Grandparents, parents, uncles, aunts, siblings
and friends are often sources of added down
payment, as they want to see their loved ones get
ahead. If you don't ask - you often don't get.
Employer down payment assistance. Some
employers grant loans or gifts to assist employees
to buy a home. Be sure to ask your employer if
they offer such a program, and get the
requirement details.
Retirement
Account
down
payment
assistance. Your Individual Retirement Account
(IRA) or 401k account could be a source,
depending on how your employer has drafted the
account language. Often these funds can be
accessed for a loan at a very low interest rate.
Work For Equity down payment booster. One of
my favorite down payment assistance grants is to
allow a Path To Home Ownership® client to do
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some or all of any needed work on a select
property. Earn valuable credit towards your
move-in fee or down payment. The process is
quick and easy. Your CAHP will provide a list of
items that need to be done to the house you
choose from their inventory or one they find for
you. You simply review the list and check off the
items you or family members and friends can do.
Your CAHP will assess a value to these items and
offer that amount as a credit towards your down
payment. What could be easier? Engage family
and friends, apply a bit of elbow grease and earn
a fat credit to build up your down payment.
7) Life Insurance. Some life insurance policies allow
for borrowing at very low rates. This is a perfect
place to access extra down payment funds.
8) After Move in - keep building. As a Path To Home
Ownership® client you can earn extra credit every
month towards building up credits to build you
down payment.
9) Extra monthly payments down payment
credits. Commit part of your paycheck to building
up your down payment to move to the next level
on your Path To Home Ownership®.
Accounting for these or other grants, gifts or loans
should be done with care in consultation with your
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Certified Affordable Housing Provider® as these funds
must be properly sourced and seasoned to be
recognized as legitimate down payments by traditional
lenders.
Combine as many of the above opportunities as
possible and boost your down payment. Remember the more you put down, the lower your monthly
payment will be.
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Chapter 9
Steps to Home Ownership
Whether you are a first time home buyer, interested in
owner financing, have bad credit, perfect credit, or
maybe no credit at all, we have a program to help you
achieve your ultimate dream of home ownership.
Our program is designed to start you based on what you
can afford today and support you as you grow to
eventual home ownership… if YOU choose.
Start Your Path to Home Ownership™
All clients start at the Silver Level: Phase 1 Qualification, and the speed at which someone
progresses to the Gold Level: Phase 2 – Financing, is
100% within their control. But don’t stop there. Our
clients have no restrictions to move on to Platinum
Level: Phase 3 – A Step Beyond/Bank Financing, and get
the best loan at the best rates possible.
As a local Certified Affordable Housing Provider® we are
equipped to help you grow at your own pace.
Below are a variety of programs that can meet your
needs. Each step up the Path To Home Ownership®
offers added bonuses and benefits. Qualifying for any
56

The Path To Home Ownership
level can depend on the amount you have to put down
as well as other qualification criteria. For example,
traditional bank financing requires a good enough credit
score.
Whether you have income, credit, or location
challenges, we offer options to earn and build credit
toward home ownership. Based on combined
household income, anyone with good, fair or poor
credit can qualify. We have programs that fit large,
medium or small initial down payments.
An unfortunate reality of today’s economy is that many
people can’t qualify for traditional bank loans. This
prevents many good honest and hardworking
individuals from achieving their dream of home
ownership. Owner financed homes are home loans that
are provided by the owner, rather than a bank. This
helps you to build the credit and equity you need to
eventually qualify for a bank loan and own your home
outright.
If you don’t have enough down payment to qualify for a
new home, you can join our VIP program. This is our
'House on Layaway' plan, where you deposit with us the
initial funds you have to work with now, and contribute
more each pay period until you accumulate enough to
move in.
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Let’s take a quick look at our multi-level program:
1) Silver Level – Phase 1: Qualification
Whether you're just starting out or you need
affordable, reliable housing for your growing
family, First Step Management may currently
have a number of homes available in your area.
There are a number of reasons why you should
consider our Path to Home Ownership® program
for you next home. Unlike traditional landlords,
our focus isn't on simply profiting from your
monthly rent checks. Our goal is to provide our
customers with homes that they can call their
own. The Path to Home Ownership® program was
designed to help you find quality affordable
housing at any level, and to help you move
through the program towards your goal of
eventual home ownership. Customers at any
level are given a plan to follow and the
opportunity of home ownership.
With a small down payment you can get started
in the program and actually move into your home
now. Once you've met the qualification criteria
you can easily transition into Phase 2: Financing,
or straight to a traditional bank loan; either way
you will own your home.
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The PTHO program is perfect for those people
with credit issues or who haven't been able to
save a down payment yet, but want to get out of
rentership and into ownership now.
2) Gold Level – Phase 2: Financing
After successful completion of Phase 1 of the
program you are now qualified for our in-house
financing program. This program affords
alternative financing to individuals and families
looking to purchase their own home now. We
have been trained to examine and evaluate every
one of our customer’s unique situations and
needs to create their own individual Path to
Home Ownership® based on the level of payment
you can afford and sustain long term. Our Gold
level members enjoy money saving tax
deductions, while building their credit score
towards a traditional low interest bank loan.
We even place our Gold level customers with
extremely qualified and experienced mortgage
professionals to help find the right mortgage for
your individual needs. Our goal is not only to help
our customers achieve the reality of home
ownership, but also to put our customers on the
path to long term financial success with their
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home.
3) Platinum Level – A Step Beyond/Bank Financing
The Path to Home Ownership® program wasn't
designed simply for renters looking to start down
the Path to Home Ownership®. Our program was
designed to help you accomplish your goals
sooner and to have a stronger financial future.
The Path to Home Ownership® does not restrict
clients from refinancing at any time. In fact, we
encourage all of our clients to work with a loan
professional and look for the best rates and
programs available.
Whether you are a renter, first time home buyer, or
have owned several homes before, the Path to Home
Ownership® program was designed to provide you with
the best opportunity to obtain home ownership. If you
have credit or financial issues that need to be resolved
prior to purchasing, or if you are ready to apply for a
traditional bank or FHA loan now, we have the right
program to help get you into the home of your dreams
right away.
As a Certified Affordable Housing Provider® we simply
find and offer housing that matches what a person or
family can afford. No matter what your situation is, we
have options for you.
60

The Path To Home Ownership
How is that different than what Landlords do?
Landlords give tenants housing, but provide no future
path for that tenant to eventually own a home.
Believing that home ownership advances the person,
the family and society in a positive way, as a Certified
Affordable Housing Provider® we offer a plan to allow
their clients to advance and grow into home ownership.
Certified Affordable Housing Providers® serve their
local community in many ways...
 We stabilize communities by purchasing vacant,
and therefore crime-attracting, properties.
 We benefit the economy by hiring people and
buying supplies locally, then restoring properties
and returning them to the local property and
school tax rolls.
 We support the environment by using the GREEN
housing concept of recycling existing structures,
rather than tearing down and building new.
 We serve families and individuals by offering
housing to deserving families to buy now or
sometime in the future.
 We save resources as much of this is
accomplished without government funding.
These powerful and life-changing benefits for families,
the community and government are not only provided
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by us but also by other Certified Affordable Housing
Providers® from around the country.
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Bonus Chapter
Important Real Estate Terms
Adjustable Rate Mortgage (ARM): Mortgage loans
under which the interest rate is periodically adjusted to
more closely coincide are agreed to at the inception of
the loan.
Alternative Documentation: The use of pay stubs, W-2
forms, and bank statements in lieu of Verifications of
Employment (VOE) and Verifications of Deposit (VOD)
to qualify a borrower for a mortgage.
Amortization: The systematic and continuous payment
of an obligation through installments until the debt has
been paid in full.
Annual Percentage Rate (APR): A term used in the
Truth-in-Lending Act to present the percentage
relationship of the total finance charge to the amount
of the loan. The APR reflects the cost of the mortgage
loan as a yearly rate. It could be higher than the interest
rate stated on the Note because it includes, in addition
to the interest rate, loan discount points, miscellaneous
fees and mortgage insurance.
Appraisal: A report made by a qualified person setting
forth an opinion or estimate of property value.
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(Appraisal also refers to the process through which a
conclusion on property value is derived.)
Appraisal Amount or Appraised Value: The fair market
value of a home determined by an independent
appraisal. The appraisal uses local real estate market
sales activity as a major basis for valuation.
Appreciation: An increase in the value of a property due
to market conditions or other causes. The opposite is
depreciation.
Balloon Mortgage: A fixed-rate mortgage for a set
number of years which then must be paid off in full in a
single "balloon" payment. Balloon loans are popular
with borrowers expecting to sell or refinance their
property within a definite period of time.
Bankruptcy: Legal relief from the payment of all debts
after the surrender of all assets to a court-appointed
trustee. Assets are distributed to creditors as full
satisfaction of debts, with certain priorities and
exemptions. A person, firm or corporation may declare
bankruptcy under one of several chapters of the U. S.
Bankruptcy Code: Chapter 7 covers liquidation of the
debtor's assets; Chapter 11 covers reorganization of
bankrupt businesses; Chapter 13 covers payment of
debts by individuals through a bankruptcy plan.
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Cap: The limit placed on adjustments that can be made
to the interest rate or payments, such as the annual cap
on an adjustable rate loan (ARM) or the cap on a rate
over the life of the loan.
Cash-out Refinance: To refinance the mortgage on a
property for more than the principal owed. This allows
the borrower to get cash from the equity in their home.
Loan products may vary on how much can be borrowed
on a cash-out refinance.
Certified Mortgage Specialist (CMS): The Certified
Mortgage Specialist is the professional sales associate
who communicates the needs of the agent and
borrower to the operation team.
Client Coordinator (CC): The Client Coordinator sets the
tone throughout the application process and ensures
that each customer is kept informed of all needs and
status through clear and concise communication.
Closer: The person who coordinates the closing time
with the Client Coordinator and reviews and prepares
the necessary closing documents.
Closing: Also known as settlement, the finalization of
the process of purchasing or refinancing real estate. The
closing includes the delivery of a Deed, the signing of
Notes and the disbursement of funds.
Closing Costs: Costs that are due at closing, in addition
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to the purchase price of the property. These costs
normally include, but are not limited to, origination fee,
discount points, attorney's fees, costs for title
insurance, surveys, recording documents, and
prepayment of real estate taxes and insurance
premiums held by the lender. Sometimes the seller will
help the borrower pay some of these costs.
Closing Statement: An accounting of the debits and
credits incurred at closing. All FHA, VA and Conventional
financing loans use a Uniform Closing or Settlement
Statement commonly referred to as the HUD-1.
Co-Borrower: A party who signs the mortgage note
along with the primary borrower, and who also shares
title to the subject real estate.
Collateral: Property pledged as security for a debt. For
example, real estate that secures a mortgage. Collateral
can be repossessed if the loan is not repaid.
Combined Loan To Value (CLTV): The mathematical
relationship between the total of all loan amounts (first
mortgage plus subordinate liens) and the value of the
subject property.
Community Reinvestment Act (CRA): This act requires
financial institutions to meet the credit needs of their
community, including low and moderate-income
sections of the local community. It also requires banks
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to make reports concerning their investment in the
areas where they do business.
Condominium: A form of property ownership in which
the homeowner holds title to an individual dwelling
unit, an undivided interest in common areas of a multiunit project, and sometimes the exclusive use of certain
limited common areas. All condominiums must meet
certain investor requirements.
Conforming Loan: A loan with a mortgage amount that
does not exceed that which is eligible for purchase by
FNMA or FHLMC. All loans are considered either as
conforming or non-conforming, also known as jumbo.
Conventional Loan: A mortgage loan not insured or
guaranteed by the federal government.
Conversion Option: Options to convert an adjustable
rate mortgage or balloon loan to a fixed rate mortgage
under specified conditions.
Co-Signer: A party who signs the mortgage note along
with the borrower, but who does not own or have any
interest in the title to the property.
Creditor: A person to whom debt is owed by another
person who is the "debtor."
Credit Rating: This is a rating given to a person or
company to establish credit-worthiness which is based
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upon present financial conditions, experience and past
credit history.
Credit Report: A document completed by a creditreporting agency providing information about the
buyer's credit cards, previous mortgage history, bank
loans and public records dealing with financial matters.
Deal Structure: An Underwriters review of certain
aspects of a loan application that do not meet standard
guidelines.
Debt to Income Ratio: Compares the amount of
monthly income to the amount the borrower will owe
each month in house payment (PITI) plus other debts.
The other debts may include, but not limited to, car
payment, credit cards, alimony, child support, and
personal loans. This ratio is commonly used to see if the
borrower has the capacity to repay the debt.
Deed of Trust: A legal document that conveys title to
real estate to a disinterested third party (trustee) who
holds the title until the owner of the property has repaid
the debt. In states where it is used, a Deed of Trust
accomplishes essentially the same purpose as a
Mortgage.
Default: Failure to comply with the terms of any
agreement. In real estate, generally used in connection
with a mortgage obligation to refer to the failure to
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comply with the terms of the Promissory Note. Most
often this default is a failure to make payments.
However, there are other means by which a borrower
may default, such as the failure to pay real estate taxes.
Depreciation: A decline in the value of property. The
opposite of appreciation.
Discount Points: A percentage of the loan amount
which is charged or credited by the lender upon making
a mortgage loan. Loans that are made at the present
market rate, with no points, are considered to be made
at "par." Because of the lender's ability to charge or
credit points on an individual loan, the lender is able to
tailor a loan program and interest rate to fit the needs
of each individual borrower. Discount points can be
negotiated in the Purchase Contract to be paid by either
the seller or the borrower.
Each point equals 1% of the mortgage loan. For
example, a charge of 1 point on a $50,000 loan would
result in a charge of $500; 1/2 point would be $250
($50,000 x .50%).
Down Payment: The part of the purchase price where
the buyer pays in cash and does not finance with a
mortgage.
Earnest Money: A deposit made by a purchaser of real
estate as evidence of good faith.
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Equal Credit Opportunity Act (ECOA): Also known as
Regulation B. A federal law that prohibits a lender from
discriminating in mortgage lending on the basis of race,
color, religion, national origin, sex, marital status, age,
income derived from public assistance programs, or
previous exercise of Consumer Credit Protection Act
rights.
Equity: The difference between the current market
value of a property and the principal balance of all
outstanding loans.
Escrow Account: An account held by the lending
institution to which the borrower pays monthly
installments for property taxes, insurance, and special
assessments, and from which the lender disburses
these sums as they become due.
Fair Credit Reporting Act: Regulating the collection and
distribution of information by the consumer credit
reporting industry. It also affects how financial
institutions collect and convey credit information about
loan applicants or borrowers.
Fair Housing Act: Prohibits the denial or variance of the
terms of real estate related transactions based on race,
color, religion, sex, national origin, disability, or familiar
status of the credit applicant. Real estate related
transactions include a mortgage, home improvement or
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other loans secured by a dwelling.
Federal Home Loan Mortgage Corporation (FHLMC):
Also known as Freddie Mac. A publicly owned
corporation created by Congress to support the
secondary mortgage market. It purchases and sells
conventional residential mortgages, as well as
residential mortgages insured by the Federal Housing
Administration (FHA), or guaranteed by the Veterans
Administration (VA).
Federal National Mortgage Association (FNMA): Also
known as Fannie Mae. A privately owned corporation to
support the secondary mortgage market. It adds
liquidity to the mortgage market by investing in home
loans through the country.
FICO Score: A credit score given to a person that
establishes creditworthiness based on present financial
condition, experience and past credit history.
Finance Charge: The cost of credit as a dollar amount
(i.e. total amount of interest and specific other loan
charges to be paid over the term of the loan and other
loan charges to be paid by the borrower at closing).
Loan charges include origination fees, discount points,
mortgage insurance, and other applicable charges. If
the seller pays any of these charges then they cannot be
included in the finance charge.
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Financial Statement: A summary of facts showing an
individual's or company's financial condition. For
individuals, it states their assets and liabilities as of a
given date. For a company, it should include a Profit and
Loss Statement (P&L) for a certain period of time and
balance sheet, stating assets and liabilities as of a given
date.
First Mortgage: A real estate loan that creates a primary
lien against real property.
First Rate Adjustment -- First rate adjustment after: In
association with an Adjustable Rate Mortgage loan, this
is the number of months after which the loan has closed
when the first interest rate adjustment will occur.
First Rate Adjustment -- Maximum rate decrease: In
association with an Adjustable Rate Mortgage loan, this
is the most the interest rate can decrease during the
first adjustment period.
First Rate Adjustment -- Maximum rate increase: In
association with an Adjustable Rate Mortgage loan, this
is the most the interest rate can increase during the first
adjustment period.
Fixed Rate Mortgage: The type of loan where the
interest rate will not change for the entire term of the
loan.
Floating: The term used when a purchaser elects not to
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lock-in an interest rate at the time of application.
Flood Insurance: Insurance that compensates for direct
physical damages by or from flood to the insured
property subject to the terms, provisions, conditions
and losses not covered in the provision of the policy. It
is required for mortgages on properties located in
federally designated flood areas.
Good Faith Estimate (GFE): An estimate of settlement
charges paid by the borrower at closing. The Real Estate
Settlement Procedures Act (RESPA) requires a Good
Faith Estimate of settlement charges be provided to the
borrower.
Gift Letter: A letter or affidavit that indicates that part
of a borrower's down payment is supplied by relatives
or friends in the form of a gift, and that the gift does not
have to be repaid.
Gross Income: A person's income before deduction for
income taxation.
Hazard Insurance: Insurance against losses caused by
perils which are commonly covered in policies
described as a "Homeowner Policy."
Home Maintenance: Costs associated with maintaining
a home. This may include, but not limited to general
repairs, replacement or repair of air conditioning, roof,
furnace, plumbing and electrical systems.
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Home Mortgage Disclosure Act (HMDA): Also known as
Regulation C. The purpose of HMDA is to provide
disclosure of mortgage lending application activity
(home purchase or improvement) to regulators and the
public. Information is collected on each application, and
is recorded on a log that is compiled to produce a report
on application activity by geographic designation
(census tract).
Homeowners Association (HOA): A non-profit
corporation or association that manages common areas
and services of a Condominium or Planned Unit
Development (PUD).
Homeowners Insurance: Insurance that covers damage
to the insured’s residence and liability claims made
against the insured subject to the policy terms,
conditions, provisions, losses not insured provision and
exclusions.
Housing Expense Ratio: Ratio used to determine the
borrowers capacity to repay a home loan. The ratio
compares monthly income to the house payment
(Principal, Interest, Taxes and Insurance).
Index: In connection with ARM loans, the external
measurement used by a Lender to determine future
changes which are to occur to an adjustable loan
program. These will typically be published rates that are
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independent of the Lender's control, such as a Treasury
Bill.
Initial Interest Rate: The beginning interest rate at the
start of an adjustable rate mortgage (ARM). It may be
lower than the fully indexed rate or "going market rate,"
and it will remain constant until it is adjusted up or
down on the adjustment date.
Interest: The amount paid by a borrower to a lender for
the use of the lender's money for a certain period of
time. The amount paid by a bank on some deposit
accounts.
Interest Income: The potential income from funds
which would have been used for the down payment,
closing costs, and any difference (increase) between
monthly rental payment and monthly mortgage
payment.
Interest Rate: The percentage of an amount of money
that is paid for its use for a specific time; it is usually
expressed as an annual percentage.
Judgment: This is a decree of the court declaring that
one individual is indebted to another, while fixing the
amount of such indebtedness.
Jumbo Loan: A loan above the limit set by the Federal
National Mortgage Association (Fannie Mae) and the
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Federal Home Loan Mortgage Corporation (Freddie
Mac). Also referred to as a non-conforming loan.
Late Charge: An additional charge a borrower is
required to pay as a penalty for failure to pay a regular
mortgage loan installment when due; a penalty for a
delinquent payment.
Lien: A legal claim against a property that must be paid
off when the property is sold. A lien is created when you
borrow money and use your home as collateral for the
loan.
Life of Loan -- Maximum rate decrease: In association
with an Adjustable Rate Mortgage loan, this is the most
the interest can decrease over the life of the mortgage
loan.
Life of Loan -- Maximum rate increase: In association
with an Adjustable Rate Mortgage loan, this is the most
the interest can increase over the life of the mortgage
loan.
Loan Application: A source of information on which the
lender bases a decision to make or not make a loan;
defines the terms of the loan contract, gives the names
of the borrower(s), place of employment, salary, bank
accounts, credit references, real estate owned, and
describes the property to be mortgaged.
Loan Balance: The amount of unpaid principal balance
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owed by the borrower.
Loan Term: Number of years a loan is amortized.
Mortgage loan terms are generally 15, 20, or 30 years.
Loan-to-Value (LTV): The ratio of the total amount
borrowed on a mortgage against a property, compared
to the appraised value of the property. A LTV ratio of 90
means that the borrower is borrowing 90% of the value
of the property and paying 10% as a down payment. For
purchases, the value of the property is the lesser of the
purchase price or the appraised value. For refinances
the value is determined by an appraisal.
Loan-to-Value Ratio: The ratio, expressed as a
percentage, of the amount of the loan (numerator) to
the value or selling price of real property
(denominator). For example, if you have an $80,000 1st
mortgage on a home with an appraised value of
$100,000, the LTV is 80% ($80,000 / $100,000 = 80%).
Lock-In: A written agreement between the lender and
borrower for a specified period of time in which the
lender will hold a specific interest rate, origination
and/or discount point(s).
Margin: Under the terms of an (ARM) Adjustable Rate
Mortgage, the margin is a set adjustment to the index.
The particular loan product determines the amount of
the margin.
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Median Income: The middle income level. Half of the
incomes would be higher than the median income and
half of the incomes would be below the median income.
This is not to be confused with an average income.
Mortgage: The written instrument used to pledge a title
to real estate as security for repayment of a Promissory
Note.
Mortgage Insurance: Insurance written in connection
with a mortgage loan that indemnifies the lender in the
event of borrower default. In connection with
conventional loan transactions, this insurance is
commonly referred to as Private Mortgage Insurance
(PMI).
Mortgage Note: A written promise to pay a sum of
money at a stated interest rate during a specified term.
It is typically secured by a mortgage.
Mortgage Servicing: Controlling the mandatory duties
of a mortgagee, such as collecting payments, releasing
the lien upon payment in full, foreclosing if in default,
and making sure the taxes are paid, insurance is in force,
etc. The lender or a company acting for the lender, for
a servicing fee, may do servicing. (Also called Loan
Servicing.)
Mortgagee: The institution, group, or individual that
lends money on the security of pledged real estate; the
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association, the lender.
Mortgagee Clause: This is the clause that is typically
used for hazard insurance and flood insurance. For
loans originated by the State Farm Bank it will read:
State Farm Bank, F.S.B., Its Successor and/or Assigns,
P.O. Box 2583, Ft. Wayne, IN 46801-2583.
Mortgagor: The owner of real estate who pledges his
property as security for the repayment of a debt; the
borrower.
Net Income: The difference between effective gross
income and expense, including taxes and insurance. The
term is qualified as net income before depreciation and
debt.
Non-Conforming: A loan with a mortgage amount that
exceeds that which is eligible for purchase by FNMA or
FHLMC. All other loans above this amount are
considered to be non-conforming or jumbo loans.
Non-Owner-Occupied Property: Property purchased by
a borrower not for a primary residence, but as an
investment with the intent of generating rental income,
tax benefits, and profitable resale.
Note: A written promise by one party to pay a specific
sum of money to a second party under conditions
agreed upon mutually. Also called "promissory note."
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Note Rate: The interest rate on the mortgage loan.
Origination Fee: A fee paid to a lender for processing a
loan application; it is stated as a percentage of the
mortgage amount.
Origination Process: Process in which a lender solicits
business, gathers required information and commits to
loan money, for the purchase of real estate.
Owner-Occupied Property: The borrower or a member
of the immediate family lives in the property as a
primary residence.
PITI: Term commonly used to refer to a mortgage loan
payment. Acronym stands for Principal, Interest, Taxes,
and Insurance.
PITI Ratio: Compares the amount of the monthly
income to the amount the borrower will owe each
month in principal, interest, real estate tax and
insurance on a mortgage. Lenders use it in deciding
whether to give the borrower a loan. Also called
"income-to-debt" ratio.
Planned Unit Development (PUD): A housing project
that may consist of any combination of homes (onefamily to four-family), condominiums, and various other
styles. In a PUD, often the individual unit and the land
upon which it sits are owned by the unit or homeowner;
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however, the homeowner's association owns common
facilities.
Pre-Approval: A process in which a customer provides
appropriate information on income, debts and assets
that will be used to make a credit only loan decision. The
customer typically has not identified a property to be
purchased, however a specific sales price and loan
amount are used to make a loan decision. (The sales
price and loan amount are based on customer
assumptions)
Pre-Qualification: A process designed to assist a
customer in determining a maximum sales price, loan
amount and PITI payment they are qualified for. A prequalification is not considered a loan approval. A
customer would provide basic information (income,
debts, assets, et all) to be used to determine the
maximum sales price, etc.
Prepaid Expenses or Prepaids: This is the term used to
describe the funds the Lender requires to be deposited
to establish the escrow account for taxes and insurance
at the time of closing (also refers to Prepaid Interest).
Prepaid Interest: Interest that the borrower pays to the
lender before it becomes due.
Prepayment: A loan repayment made in advance of its
contractual due date.
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Prepayment Penalty: A penalty under a Note, Mortgage
or Deed of Trust imposed when the loan is paid before
its maturity date.
Principal and Interest: Two components of a monthly
mortgage payment. Principal refers to the portion of the
monthly payment that reduces the remaining balance
for the mortgage. Interest is the fee charged for
borrowing money.
Principal Balance: The outstanding balance of a
mortgage, not counting interest.
Principal, Interest, Real Estate Tax, Insurance
Payment: The total mortgage payment which includes
principal, interest, taxes and insurance.
Private Mortgage Insurance (PMI): Insurance against a
loss by a lender in the event of default by a borrower
(mortgagor). A private insurance company issues this
insurance. The premium is paid by the borrower and is
included in the mortgage payment.
Processing: Gathering the loan application and all
required supporting documents (including the property
appraisal, credit report, credit history, and income and
expenses) so that a lender can consider the borrower
for a loan.
Promissory Note: A document in which the borrower
promises to pay a stated amount on a specific date. The
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note normally states the name of the lender, the terms
of payment and any interest rate.
Property Taxes: Taxes assessed on real estate. Property
taxes are based on valuations by local and or state
governments.
Purchase Agreement: A written agreement between a
buyer and seller of real property which states the price
and terms of the sale.
Purchase Price: The total amount paid for a home.
Qualifying Income Ratios: Income analysis used by
lenders in deciding whether to offer the borrower a
loan. One type of analysis compares only the amount of
the proposed monthly mortgage payment to the
monthly income. Another compares the amount of the
total monthly payments (for example car, credit card
and proposed mortgage payments) to the monthly
income.
Rate Index: An index used to adjust the interest rate of
an adjustable mortgage loan.
Real Estate Appreciation Rate: Percentage increase in
the value of real estate, expressed at an annual rate.
Real Estate Settlement Procedures Act (RESPA): A
consumer protection law that requires, among other
things, lenders to give borrowers advance notice of all
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closing costs.
Realtor: A person licensed to negotiate and transact the
sale of real estate on behalf of the property owner. A
real estate broker or associate must hold active
membership in a real estate board affiliated with the
National Association of Realtors.
Recording Fee: The amount paid to the recorder's office
in order to make a document a matter of public record.
Regulation Z: Federal Reserve regulation issued under
the Truth-in-Lending Act, which, among other things,
requires that a credit purchaser be advised in writing of
all costs connected with the credit portion of the loan.
Rental Payment: The payment made to use another's
property. The amount of the rent is determined in a
contract and is typically paid monthly.
Renters Insurance: Insurance against perils which are
commonly covered in policies described as a "Renters
Policy."
Repayment: The payment of a mortgage loan over a
period of time established when the loan is originated.
Rescind: To avoid or cancel in such a way as to treat the
contract or other object of the rescission as if it never
existed.
Sales Contract: A written agreement between parties
84

The Path To Home Ownership
stating all terms and conditions of a sale.
Savings Rate: The interest rate a person expects to earn
on a savings account or investment account.
Secondary Market: An informal market where existing
mortgages are bought and sold. It is the traditional
aftermarket for mortgage loans that brings together
lenders that sell mortgages with lenders, investors and
agencies that buy mortgages.
Seller Contribution: The seller may be paying some or
all of the borrower's cost. The amount of the
contribution has limitations.
Selling Costs: The costs incurred in selling a home. This
could include Realtor expenses, along with other
miscellaneous expenses such as painting or minor
repairs to prepare the home for sale.
Servicing: All the management and operational
procedures that the mortgage company handles for the
life of the loan, up through foreclosure if necessary,
including: collecting the mortgage payments, ensuring
that the taxes and insurance charges are paid promptly,
and sending an annual report on the mortgage and
escrow accounts.
Servicing Released: A stipulation in the agreement for
the sale of mortgages in which the Lender is not
responsible for servicing the loan.
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Servicing Retained: A loan sale in which the original
lender's servicing department continues to service the
loan after the sale to a secondary institution or investor.
Settlement Statement: Also referred to as a HUD-1
Settlement Statement. The complete breakdown of
costs involved in the real estate transaction for both the
seller and buyer.
Single-Family Attached Home: A single-family dwelling
that is attached to other single-family dwellings.
Single-Family Detached Home: This is a freestanding
dwelling for a single family.
Survey: A measurement of land, prepared by a
registered land surveyor, showing the location of the
land with reference to known points, its dimensions and
the location and dimensions of any improvements.
Subordinate Financing: An additional lien against the
real estate, securing the borrowers first mortgage. This
lien takes second priority to the first mortgage.
Subsequent Rate Adjustment - Maximum rate
decrease: In association with an Adjustable Rate
Mortgage loan, this is the most the interest rate can
decrease when it is scheduled for reevaluation and
possible adjustment.
Subsequent Rate Adjustment - Maximum rate increase
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In association with an Adjustable Rate Mortgage loan,
this is the most the interest rate can increase when it is
scheduled for reevaluation and possible adjustment.
Subsequent Rate Adjustment - Next ARM Adjustment
Date: In association with an Adjustable Rate Mortgage
loan, this is the date scheduled for the next reevaluation
and possible adjustment.
Subsequent Rate Adjustment -- Rate Change
Frequency: In association with an Adjustable Rate
Mortgage loan, this is the frequency in which possible
adjustments may be made to the interest rate amount
for Adjustable Rate Mortgages after the initial
adjustment.
Tax Rates: Tax levied by the federal government and
some states based on a person's income. Federal
income tax rates vary depending on a person's adjusted
gross income.
Tax Savings: The amount saved on taxes by itemizing
deductions on income tax returns.
Title: The evidence to the right to or ownership in
property. In the case of real estate, the documentary
evidence of ownership is the title deed, which specifies
in whom the legal state is vested and the history of
ownership and transfers. Title may be acquired through
purchase, inheritance, gift, or through the foreclosure
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of a mortgage.
Title Insurance Policy: A contract by which the insurer,
usually a title company, indicates who has legal title and
agrees to pay the insured a specific amount of any loss
caused by clouds, claims or defects of title to real estate,
which the insured has an interest as owner, mortgagee
or otherwise.
(a) Owner's Title Policy: Usually issued to the landowner
himself. The owner's title insurance policy is bought and
paid for only once, and then continues in force without
any further payment. The Owner's Title
Insurance policies are not assignable.
(b) Mortgagee's Title Policy: Issued to the mortgagee
and terminates when the mortgage debt is paid. In the
event of foreclosure, or if the mortgagee acquires title
from the mortgagor in lieu of foreclosure, the policy
continues in force, giving continued protection against
any defects of title which existed at, or prior to, the date
of the policy.
Treasury Bills: Interest bearing U.S. Government
obligations sold at a weekly sale. The change in interest
rates paid on these obligations is frequently used as the
Rate Index for Adjustable Mortgage Loans.
Truth in Lending (TIL): The name given to the federal
statutes and regulations (Regulation Z) which are
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designed primarily to insure that prospective Borrowers
of credit received credit and cost information before
concluding a loan transaction.
Underwriting (Mortgage Loans): The process of
evaluating a loan application to determine the risk
involved for the lender. It involves an analysis of the
borrower's creditworthiness and the quality of the
property itself.
Verification of Deposit (VOD): Form used in mortgage
lending to verify the deposits or assets of a prospective
borrower when monthly statements are unavailable or
unusable.
Verification of Employment (VOE): Form used in
mortgage lending to verify the employment and income
of a prospective borrower when pay stubs and W2
forms are unavailable or unusable.
Verification of Rent: Form used in mortgage lending to
verify monthly rents paid and late payments, if any.
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About Andrew Wendler

Andrew Wendler is an old fashioned American
entrepreneur, real estate problem solver, a Certified
Affordable
Housing
Provider,
founder
of
InvestorsCoffeeHouse.com, and a Managing Partner for
both First Step Management and Property Partners
Group in Arlington, Texas.
His career in real estate started at 16 years old as a
laborer on a construction crew in northern Wisconsin.
Continuing to work in construction through high school
and college while today owning his own construction
company, he has experienced first-hand almost every
aspect of home remodeling and construction. His
expansion into buying and selling houses didn’t begin
until after graduating from college in the spring of 2002,
moving to Texas, and finding there were very few jobs
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available that took advantage of the business degree he
had just received.
By the fall of 2002 he was working in a dead-end sales
job, renting a house with a friend, and was completely
broke – but, he had taken his first class on buying
houses. Knowing only what he had just learned, he
started looking for sellers who needed help with their
house. It didn’t take long before he met Curtis. Curtis
had a house that he had inherited and had rented to
relatives; but the relatives had stopped paying the rent,
torn up the house, and created problems within the
family. Curtis didn’t know what to do and had no money
to fix the house; he just didn’t want the house or
headache anymore.
Since Curtis didn’t need the money right away, he and
Andrew entered into an owner financed agreement to
give Andrew the time to make the house ready to sell
and find a buyer; Curtis would then be paid his money
when the house sold. Doing most of the work himself,
Andrew cleaned the house, fixed what was broken, and
listed the house at a discount for a quick sale. After it
was all said and done, Curtis got rid of the house and
the headaches, the buyer was able to purchase the
house at a great value and Andrew made a profit; never
using any of his own money to do it.
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Since then Andrew has attended many other real estate
trainings, has been part of 100’s of real estate
transactions, and has come to specialize in helping
sellers who have little to no equity sell their houses
quickly and inexpensively. Along with Louis Brown and
the Certified Affordable Housing Provider program,
Andrew has brought First Step Management and
Property Partners Group together to help sellers out of
situations that seem helpless, and then make those
same houses available on the Path to Homeownership
program to help the 80% of Americans who make good
money, but don’t qualify for a traditional mortgage, to
become home owners.
Today Andrew is doing what he loves, is happily married
to his wife Carrie, has two beautiful daughters, and has
been able to enjoy both the freedom of time and
money.
If you are someone who has a real estate problem,
while also looking for financial freedom, contact
Andrew and his team to see how they can help you
today.
Looking to be a home owner?
Contact:
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www.FirstStepMGT.com

Needing to sell a property?
Contact:

www.TheHouseSolution.com

Wanting to get started in real estate
and/or find deals?
Contact:

www.InvestorsCoffeeHouse.com
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About Louis (Lou) Brown

Investors have long regarded the training, systems and
forms created by Louis “Lou” Brown as the best in the
industry. Quoted as an expert by many publications
such as The Wall Street Journal and Smart Money, Lou
draws from his wide and varied background as a real
estate investor. Having bought property since 1977, he
has invested in single-family homes, apartments, hotels
and developed subdivisions, as well as building and
renovating homes and apartments. These experiences
have given him a proving ground for the most cutting
edge concepts in the real estate investment industry
today. He is widely known as a creative financing genius
regarding his deal structuring concepts. He enjoys
sharing his discoveries with others as he teaches
seminars and has authored courses, books and audio
training on how to make money and keep it.
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Lou is past President and a lifetime member of the
Georgia Real Estate Investors Association and was
founding President of the National Real Estate Investors
Association. He firmly believes that the path to success
is through ongoing education, and invests thousands of
dollars annually in his own.
Lou loves to spend time in Atlanta with his beautiful
wife Janice, their two children and foster daughter, and
he always makes time to speak with other realtors and
investors about his Street Smart and Path to
Homeownership programs.
So if you are interested in learning how Lou can take you
to the next level, then visit his website at
www.louisbrown.com or contact him directly at
StreetSmartLouis@LouisBrown.com.
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