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BASIC
PILLARS
TO FINANCING:

Learning to pre-qualify is a
very important aspect of real
estate sales.
In order to serve your clients to the best of your
ability you need to learn as much as you can
about them. Before heading out and burning up
a lot of gas and spending valuable time organizing

1) Character - or credit rating
2) Income Stability - Job vs Business and gross income vs
debt load

3) Down Payment - the more they have the better.

The
less they have, the more stringent the qualification will be.

4) The Property to be financed:

If the bank has to take
over the property, how salable is it.

showing appointments it is prudent to take some
time having a proper conversation with your clients. This will also prove to build credibility while
helping them understand more about their own
situation. I find that when I discuss the four pillars
of finance with people it helps them understand
where they are strong and where they are weak.
See below to get an idea. In short the 4 Pillars of
financing are:
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In most cases, if someone is fairly strong on 3 of the 4 Pillars we should
have a pretty good chance of success.

NOTE: It is important that you do not give mortgage advice. You are simply in the mode of pre-qualification. The next
step is to introduce them to a qualified mortgage specialist that you trust.
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CREDIT
HISTORY

Credit rating is based on past
credit history & the amount of
credit used over a period of time.
‘10’ in credit is a beacon score over 680. ‘1’ is a beacon
score of less than 480. You don’t need to check a persons beacon but you can ask them the simple question
- “Do you have good credit?” “Have you had car payments and credit cards and paid them on time?” “Have
you had any past issues with credit?” Most people are
aware if they had past issues.
The goal is to create a scenario where they are comfortable to share their information with you. Let them
know that you need to understand some basics in order to help them. If they do bring up some past transgressions then time is the next thing that comes into
play. How recent were these “missed payments”. If had
some challenges 5 years ago and missed a couple payments then it will be less impactful to to their financing.
If there is a good explanation and the mortgage lender
can see a pattern that shows that it was simply a “blip”
in time then we should be ok.
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INCOME
STABILITY

Job vs Business for Self
We are looking for Gross income from a person whose
income is earned from an Employer and we are looking for NET income “claimed” for tax purposes for a
Business Person.
BFS (BUSINESS FOR SELF)
If a client earns their income from their own business
activities and they do not receive a regular paycheck it
can be a little tricky. The lenders will want to see what
they report on their personal income taxes to determine
if they can afford the payments. This separates the business income from their personal income and the lenders are only interested in their personal income. The
income that they report. Most business people want to
pay lower taxes so they usually claim the lowest amount
that they can. There are ways to deal with this, but it is
important to be aware of this potential challenge.
EMPLOYEE
The lender will require “proof of income” and we can
help them get prepared for that in the next section but
a few other factors that come into play are: How long
have they been at their current employment? Is it full

If they are absolutely affirmative about the fact that all

time employment or part-time? Salary or Hourly? Are

their bills are paid on time, then you know they will be

their bonus structures that effect potential income? If

a high 9 or 10. The first pillar is in order...now we just

they are moving to your town for work, how does that

need 2 more.

effect things? If they are starting a new job, is there a
probation period?
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DOWN
PAYMENT

Down Payment score is based on
a few factors:
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PROPERTY
FACTOR

The Property is the Security for
the Lender
The Type of property is important because the lender

HOW MUCH FOR DOWN PAYMENT?

is always considering their “risk”. If the property is the

1) The amount of down payment is a factor. The

type that most people are buying in that market then

lower the downpayment, the more stringent the

they are comfortable with the “risk”. If it is a property

guidelines for qualification. The more down pay-

that has less comparables and less sales activity or lo-

ment the easier for qualification. If they have over

cated in an area where there is less population, then

20% down they get a 7 or 8. If they have 25% down

the risk factor increases.

or more and have a strong income then they would
be a 9 or 10.

If the subject property is the type of property where
there are a lot of comparables and it is easy to achieve

WHERE IS IT COMING FROM?

a true value based on recent sales then we are looking

2) Is it a “gift” from a relative? Is it from savings?

at a 10 especially if it is in an active price point.

Is it from other financial investments? No matter
where it is coming from the Bank is going to want
proof. If the money for their purchase is coming
from the sale of a home, that is very easy to show
the lender and is a bonus because it means you may
be helping them sell as well as helping them buy! If
the Buyer is receiving financial help from a Family
Member the lender may want to see more history to
prove where the money is coming from. There are
a lot of reasons for this but just be aware that they
may need to organize those funds sooner than later.

The other challenge with acreage properties is that
there are usually outbuildings and extra land that the
appraiser will not give a lot of value to. So if they are
a buyer that has only 5% down then this greatly affects the success of this scenario. Mobile or Modular
homes are also a different type of financing.
Another example is a home that is located in an “Age
Restricted” community. For that reason it is very possible that the lender will require more than 20% down
payment because the target market of the buyers is
minimized by that restriction.
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THE RESULT
These people are going to
get a 10 or so in all areas and
we know that they are what
we refer to as “A” clients.

John & Josie Smith want to buy
a home in a well established
family neighborhood.
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John has worked at a large grocery chain for 10
years and she has worked for a legal firm for 4

have $100,000 equity to put into the next home.
From the proceeds of the sale of their home they
are going to pay off their car loan, credit cards and
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student loans and still have enough down pay-
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ment to qualify. We love these scenarios. A lot of
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the time, this is a return client that we sold a place
to a few years ago. It pays to keep in touch.
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THE RESULT
This is a tough one.
Can you see the
challenges here?

1) Credit? Past Bankruptcy...
2) 10% Down Payment?
3) Job Stability? He has his own company. Business
for self claiming a low income to avoid paying income taxes.
4) The Property or Security? How will the lender
view this for security?
One challenge that may arise is that the lender may

Joe & Elaine Schnerd want to buy
an acreage up in the hillsides. It
has a nice house with outbuildings on 20 acres of hillside land.

not give full value to the property and the second

With a 20x40 shop and a 30 year old log home for

est loan on his truck. His downpayment comes

$750,000. He was a bankrupt but released 3 years

from savings.

mortgage lender may think this is too risky a property because of proximity to amenities and uniqueness of the home. He has re-established credit with
a building supply company and pays a high inter-

ago and she is an at-home “domestic engineer”. He
has a drywall installation company and he drives
a brand new Ford F-250 with a work trailer that he
has financed through the business. He makes a
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good income but claimes about $30,000 per year
after “write-offs”. He has 2 quads and a snowmobile and they have $75,000 down payment.
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Cultivate
Client Loyalty.
Once you and your client have
agreed to work together and you
have taken the time to go over
these things they are going to have
more confidence in you. This can
be you way of displaying your “value added” service to them. Maybe
it is the step prior to signing a “buyer’s agent” contract.

Success
with a Client
has certain criteria that are important to them depending on
how they “enter the deal”. A lot of Mortgage Companies have
“on-line applications” now. The most important thing is the
basic personal information and a signature giving the mortgage broker the authority to input and use the information
provided. Filling in the Pillars is a good exercise in order to
ascertain if it is a good idea to carry on with this client full
steam ahead or slow things down and get them to get mortgage advice to determine the appropriate “game plan” before showing them homes in the wrong price range. In some
cases, they may not be ready to qualify yet. That is ok. This
is an opportunity for you and your mortgage professional to
walk along side with them to get them to the “ready stage”.
Don’t just discard them.

Going over an application and setting them up with the finance office is the best thing you can do to keep your people
feeling that you take care of all the details. Let them know
how great the resident mortgage broker is and make sure you
let them know that you will be checking on the progress every step of the way. You have a relationship with them and
the best thing to do is make sure they are looking to you as
the professional that takes care of all details. You can go as
far as making sure that you collect all of the data and material
from them for the mortgage office so that you are included in
the process. That way they see you as the person that they
can count on.
Simply utilize the worksheet provided to go over the 4 Pillars and explain them to your client. After you see the basic
“picture” then it is a good time to go into the application process. For the basics on filling out an application consult with
the resident mortgage broker because each mortgage broker

This Will Save You Time
And Energy.

Client Worksheet
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Date:
Name:
Address:

Client
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Date:
Name:
Address:

Client

2
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Prepare Your
Client for Approval
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(BUYING A PRINCIPAL RESIDENCE)

Expedite the
process to a
full approval
The Next table will help you work with your
client to expedite the process quicker making a smoother transition to a full approval
from the lender and a “subject removal” on
time. Keep in mind that each file has its own
personality and there may be some other
documents that the lender will request but



the following is a good starting point and
will work for most files.

Any help that you can offer to expedite this process will keep the stress
level lower for everybody and keep
your client believing in you as the
provider of service excellence.

