
Equity Lending Handbook & Training Guide 
2000 – QuickStart Publications 

 

Table of Contents  – page 1 

Introduction          I 
 
Chapter 1 - Mortgage Math        1 
Review of Basic Number Concepts       1 
Decimals and Fractions - Converting Decimals to Fractions    1 
Reading the Rate Sheet        2 
Understanding Ratios         4 
"Pre" and "Re" Qualifying - Doing the Math      4 
Principal And Interest – Amortization      6 
Solving for X - Mortgage Math and the Financial Calculator   7 
What is the Effect of Prepayment       9 
The Concept of Taxable Equivalency       13 
The TAX RATE Method        13 
 
Chapter 2 - Understanding Loan Types      15 
Choosing a Fixed Rate Mortgage       15 
Buydowns - The Low Down on Interest Rate Reduction    17 
Adjustable Rate Mortgages        19 
Comparing ARMS         23 
The Bottom Line On "Points"        25 
Second Mortgages         26 
 
Chapter 3 – Understanding Guidelines      28 
Conventional Loans - What is Conforming?      28 
Private Mortgage Insurance (PMI)       32 
 
Chapter 4 – Qualifying for Income and Debt     34 
Ratios           34 
The Housing Expense         35 
What is a Debt?         35 
 
Chapter 5 - Understanding Income       40 
"Stable" Income         40 
Getting the most of Overtime, Bonus, & Commissions    41 
Non-Taxable Income         44 
Self-Employment         44 
What is a Compensating Factor?       50 
 
Chapter 6 - Credit History        52 
Credit Bureaus vs. Credit Repositories      52 
Understanding the Ratings - What is "Bad"      54 
Offsetting a Small Amount of Marginal Credit – Alternative Credit File  54 
Credit Explanations         55 
From Bad to Worse         55 
Credit “Repair”         56 
Understanding Credit Scoring       57 



Equity Lending Handbook & Training Guide 
2000 – QuickStart Publications 

 

Table of Contents  – page 2 

Risk Grading          58 
Credit Rated Paper         58 
 
Chapter 7 - Structuring Refinance Transactions     60 
Determining “Value”         60 
Term Reduction Refinances        62 
Refinancing to “Cash Out” - Recapture Equity in Your Property   63 
Reasons to Take "Cash Out"        63 
Low Cost of Cash         63 
Cash Out for Debt Consolidation       64 
Cash out for Investment        65 
Cash Out to Purchase Investment Property      65 
Cash Out for Retirement        66 
Refinance to eliminate Private Mortgage Insurance     67 
Using a 1st and 2nd Mortgage to Solve Equity Problems    68 
Benefits of “Blended” Financing       68 
Refinancing an FHA Loan        69 
Refinancing A VA Loan        70 
Important Facts With Regard to Refinancing      71 
Problems with Existing Financing       72 
Substantial Rehab - Construction Permanent Financing    73 
 
Chapter 8 - Understanding Closing Costs      75 
The Components of a Buyer's Closing Costs      75 
Loan Fees          75 
"Hard" Closing Costs         75 
Government/Municipal Title Related Charges     76 
Title Insurance         76 
Prepaid Items          76 
Interim Interest         77 
Insurance Escrow         77 
Real Estate Tax Escrows        78 
O.K., So How Many Months Taxes are Due?     78 
 
Chapter 9 - The Telephone Sale and Application Process   80 
Outbound Calls         80 
Sales Strategies         81 
The Importance of Getting a Work Number      81 
Turning around Poor Credit Situations      81 
Review the Documentation Requirements      83 
The Loan Process         84 
 
Chapter 10 - The Loan Application Form and File Set Up   88 
Sections 1 & 2 of Application       88 
Section 3 – Personal Information       88 
Section 4 – Employment Data       88 



Equity Lending Handbook & Training Guide 
2000 – QuickStart Publications 

 

Table of Contents  – page 3 

Income & Housing Expense        89 
Section 6 - Assets & Liabilities       90 
Cash Requirements and The Good Faith Estimate     91 
Setting Up The File         91 
 
Chapter 11 - Understanding Truth-in-Lending and other Disclosures  93 
Other Required Disclosures        95  
Chapter 12 - How to Process a Loan to Closing     96 
The Closing and Requirements       97 
Settlement Agent         97 
Survey           97 
Title Insurance         97 
Homeowner's Insurance Policy       97 
Condominiums         97 
Planned Unit Developments        98 
Termite Report         98 
Well/Septic Certification        98 
New Construction         98 
Floating Rate          98 
Lender Sends Loan Instructions to Settlement Agent     98 
 
Appendix 1 - Job Description - Equity Loan Officer     a 
Appendix 2 -Forms, Tools and Attachments      b 
Disk 1 – Flyers and Marketing Materials      b 
Disk 2 – Forms         b 
Disk 3 - Spreadsheets         c 
   


