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program on your desktop.

Do NotPut Us On Hold During Intros!

Call this number 1-218-339-2620
723039# For Audio

If you can’t hear us—
REDIAL

If you lose your connection—
Webinar ID 4/7/2-823-043

For any other questions, please email us at success@hershmangroup.com
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DAVE HERSHMAN

Produced almost 600 transactions in his first 18 months in the industry—
including closing 60 in his 12th month;

Run sales forces for large production organizations;
Directed the sales force for the largest mortgage technology organization;

Written seven books in the areas of finance, management,

sales & marketing—includingtwo best-sellers published by
the MBA,;

Helped found a Federal Bank, serving as a board of director;
Been a keynote speaker at hundreds of industry events

www.OriginationPro.com



Legislative Update A N d
History of Self-Employment CO ac h | N g

Why This Topic Is Important

Types of Self-Employment —Q&A
Documentation Required
on any

The Profit and Loss Statement
Less Than Two Years Self-Employed tO p | C

Income Calculation

Note: will not go through tax returns line-by-line because of time
restraintsand it is more important to understand what the returns MEAN

Submitting the Self-Employed File
Cover Letters
Marketing The Self-Employed Applicant



Freddie Mac will allow “open access” to Home Affordable Ref Program:

Allowing the new refinance mortgage to be assessed through Loan Prospector.

Requiring a full interior/exterior appraisal for the new refinance mortgage. Please

note that use of Home Value Explorer® point value estimates will not be permitted
with the new Relief Refinance Mortgage - Open Access. (AVM Model)

Lesser of 4 percent of the new refinance mortgage amount or $5,000 of closing
costs and prepaids to be rolled into the new loan. Cash back may not exceed $250.

FHA Tax Credit for Down Payment Summary

Yes, for downpayment, if it is a secured second mortgage or loan provided by a
government entity or non-profit (non-profit can’t get money from seller or lender).

No, for downpayment if it is advanced by the lender. Can use for closing costs or
above 3.5%

Mortgage Insurance Companies tighten credit again
Minimum credit score at 680 for UGIC (720 for brokered loans)
MGIC—non-traditional credit limited to 90% LTV
Radian will no long insure temporary buydowns and 1% adjustables

FHA new condo approval process coming October 1st—willinclude lender
delegated review.

Senate bill proposes raising the tax credit to 15K, eliminating first time
homebuyer restriction



Start with a free package..

Package, includes—Book of Home Finance (updated for 2009)and
more; Audio Marketing Seminar; Performance Library of articles—
all accessible on the dashboard of the system;

Add in the most comprehensive sphere marketing system...

The NewsletterPro Marketing System is the most effective marketing
tool to your most important target.

Then top it off with

A complete certification program that comes with coaching from the
number one industry expert

And thereis no obligation: youcancancelatanytime
Upgrade available-Includes MyMortgageCommunity & Velma
Velma/MyMortgageCommunity Trial Members: Welcome



Certified Mortgage Advisor

Ten webinars including today’s. There is a choice of at least three webinars
forthe tenth webinar.

Includes three part planning/advisor course.
Schedule on www.certifiedmortgageadvisor.biz
Six months to attend all 10 courses (15 hours of training)--must attend LIVE!

Certification page posted on dashboard of the NewsletterPro System with list
of class dates so you can track. It is your responsibility to track!

Continuing education---CMA Case Studies—We don’t want you to stop learning
Must be a NewsletterPro Marketing System subscriber for six months

Testis issued. Passing score gives you CMA certification

Marketing materials coming as well..Logo, seminars and more!

New: Webinar registrations, slides and audio all on home page of newsletter
system.




The number of businesses with no paid employees grew from 17.6 million
in 2002 to more than 18.6 million in 2003, a growth rate of 5.7
percent, according to a reportissued by the U.S. Census Bureau. This
represents the biggest rate of increase in self-employment since the
Census Bureau began releasing such statistics in 1997; the rate
duringthe 2001 to 2002 period, 3.9 percent, was the previous
high...US Census Bureau

This makes it the fastest growing employment segment in the nation.
Approximately one in 10 in the United States is self-employed
Growth rates increase during down economic times such as right now.

Historically the percentage was higher—but that was because we were an

agricultural nation. It is “non-agricultural” self-employment that is
important



Already talked about the growth of this population segment
Real estate boom was partially fueled by “liar-loans”
Financial crisis also cause by “liar-loans”—100% no income verification.

Result: we must now document income—especially for lower credit scores
(Fed HOEPA initiative)—who knows now that Freddie/Fannie are owned by
government

FHA and VA do not have no-doc loans (except refinances)
But we have not taught analyzing tax returns—it is a lost art

If you specialize in self-employment—you will differentiate yourself in the
future

Larger loans—bigger the income, more likely to be self-employed
Stated income loans: There is a legal risk!
Most commercial loans involve tax returns—corporate and individual

Want to call on CPAs? You have no right if you are not familiar with tax
returns!



» There are two major “categories”

» No separate legal entity
» Separatelegal entity

» No separate legal entity
» Easiest to analyze—everythingis on individual returns
» Most common Schedule C-- loan officer or Realtor

» Also can be “miscellaneous” such as capital gains (schedule D) and rental
income (schedule E) for a real estate investor.

» Canbe Schedule F for Farm Income (but farms are commercial).

» Legal Entities would be partnerships and corporations
» Subchapter S (closely held entity which has characteristics of a partnership)
» LLC—Limited Liability Company has benefits of Sub S but less rules
» Need to analyze both corporate and individual returns
» Corporations regulated by the “states”



Percentage of ownership for corporations and partnerships

Y

K-1 for partnerships and Subchapter S Corporations

Must analyze balance sheets for corporations and partnerships (cash
assets, short and long-term liabilities, retained earnings)

- Corporatevs. Individual credit (business credit reports)
100% Commission, but employed? Form 2106
Self-employed less than two years (always a requirement for liar loans)

'
V4

Vo

Same line of work..

High job demand if business fails

18 months better than six months

Guaranteed income for the future

Bought present business that has more than two years (and experienced)
What does the rest of the file look like?

Every lender (and underwriter!) different



May vary by lender—or automated underwriting systems
» Back door no Income verification through LP and DU—will that be gone?

Standard documentation..
» Twoyears individual tax returns
» Twoyears corporate tax returns
» Year-to-date P&L
> IRS4506

Full returns (not just schedules)
Federal returns (not state)
Ratified
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»

Is it always required?

» Automated underwriting (though fraud publicity will have less
underwriters relying only on P&L).

» Timingis the issue

Fiscal vs. Calendar year
» Whatis fiscal year
» Why use fiscal year
» Whyit is complex

Signed by accountant or individual?
> Term “audited”
» Otheraspects of file

Separating out income to borrower
» Versus other salaries
» Backto fiscal year



Can you use salary paid by the corporation to the applicant?
> Yes, but...it must be supported
» Not matter what you call it—it must be averaged
» Might have to subtract loss by percentage of ownership
The key is the two year average
Example: $50,000 2006, $70,0002007, $40,000 YTD 2008 through June 30t"
» 18 month average: $6,111 (2007 and half of 2008)
» 2 full year average: $5,000 (2006 and 2007)
» Most recent two year average: $5,625 (half of 2006, 2007 and first half of 2008.
» 30 month average is: $5,333 (2006, 2007, 2008)
Allare acceptable at times—obviously when income is rising, shorter is better.
Touse 18 month average may haveto argue why income will not fall back
Not acceptable just to use 2008.

Don’t use “idiot” forms—the key is to be able to argue a case to get yours accepted
(we will “cover” that shortly)

Capital gains—special case. Is “super variable”—most lenders require three years
average and proof the asset will continue to produce capital gains

1%



»

| of

4

' of

Purpose of filing taxes

Purposes of tax returns for a loan
Never the two shall “meet”

Four places to find income “hiding”

» Non Cash-Flow Items: Depreciation (corporate returns also)
or carry over losses (raises another flag)

» Shared expenses—

» Shared between personal and business use: loans, credit cards, mortgages,
car expenses, health insurance?

» Issue of taking loan out of back ratio versus increasing income

» Optional items—Only two because so hard to prove

» Retirement plans
» Charitable expenses

» One time expenses that will not reoccur: also hard to prove.



» First, putitin the right order...
» Cover letter first
» P&L on top of tax returns
» Most recent tax returns first

» Second, highlightthe tax returns (you can do that with PDFs as well)
» Follows numbers used in cover letter
» Move underwriters eyes to where you want them to move—lead them
» Make it easy

> Third, tab the file

» Fileis legal sized
> Returns are letter sized

» Thefileis thick and the underwriter must flip from one year to another which can
take hours

» The key is for the underwriter to be in GOOD mood when they work on
your file. Do they run away or grab your file first?



Why? You are the client’s representative.

The underwriter just sees a bunch of papers, you need to put the
“human element” in the file.

Thisis where you earn your commission—not in sales

- Especiallyin self-employment—if you put income numbers on the 1003
and 1008—the underwriter has no idea how you derived the numbers.

Therefore, they start from scratch. And you have very little chance they
will come up with the same numbers.

Your job is to convince them to use your numbers and this is the only
chance.

How often does the underwriter change your numbers?



» Only one page with short bullets—don’t make it
iInto another task

» General description of the situation—human
element

» Positive aspects of the file

» Show income and ratio calculations

» Description of issues (not negatives)

» Compensating factors to over-come issues.
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Start with your sphere and network!
Self-employed more likely to have CPAs
More likely to have financial planners
Business brokers

Chamber of commerce

Networking groups

Corporate lawyers

Greatseminar for upscale Realtors

Two points: More likely to be higher income
earnersand/or likely to have other challenges
such as credit and debts



FDI—A Comprehensive Solution to Risk-Based Premiums

And getting transactions to happen
Professional credit restoration improvement—not a bandaid

Debt reduction plan

Unlimited budgeting and other financial advice (such as the tax benefits
of owning) from CFPs and CPAs

Cost? Less than most charge just for credit services. $59 monthly.
$15to join. No long-term obligation.

Even better—when you join as a rep—you get $20 monthly for each client
that participates! (rep cost a one time fee of as little as $99 in addition
to joining as a member) Note: You can refer your clients without joining.

More information: www.hershmanfinancialgroup.com
24 /7 Webinar: http://fdi.originationpro.com/
Live Webinartomorrow (Thursday). www.originationpro.com




Ultimate Value Delivery

» EXxpertise. Portrayyou as an expert
—no handy homeowner hints—
Test—-Realtor Sales Meeting

» Understandable—no complex bond language
> Relevant up-to-date news theycan use today

» Easy—it can’ttake yourtime to write,
personalize or send

» Flexible—different pieces for different
segment of your sphere—some targets are
more important than others.

28



Ultimate sphere marketing—(Con’t)

> Response. Designed to make the phone ring
with more than one piece available. You are
not Proctorand Gamble.

» Flexible (again)—different formats from HTML
to PDF to Mail pieces

(even 1to 4 page)

» Leverage. Consumer piecesto give to
Realtors to send to their consumers.

28



Written by industry expert for over 20 years
Unlimited use for one price
Printand HTML pieces that are easy to personalize
More than just a newsletter—
4-pages and 1-page
Sales and real estate/finance article
Bonus flyers and letters
Coachingand Training by Dave Hershman (CMA certification)

The cost is $39 monthly for both NewsletterPro & the CMA
training program.

You can cancel at any time

Need mail or email fulfillment system? You can upgrade to
MyMortgageCommunity and the VELMA personal marketing
assistant—cost $69 monthly



Enterprise Pricing— For A Complete Training
& Marketing Program

$39/Mo For One User

$34/Mo For 2-5 Users
$29/Mo For 6-10 Users
$24/Mo For 11-24 Users
$19/Mo For 25 Or Over

Email Dave@hershmangroup.com
or call 1-800-581-5678
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Did you get your
password and user
name?

LOg In

NEWSLETTERPRO™

MARKETING SYSTEM

Login to your NewsletterPro account

Username: (case sensitive)

Password: (case sensitive)

[ | Remember me

Login »

Lost your password?



MARKETING SYSTEM
G O t O Dashboard Write View Newsletters Users User Guide
| Dashboard
U p a.te Welcome to the NewsletterPro Dashboard
Use these links to get started:
I f. I

\ #+ Update your profile or change your password

NewsletterPro Marketing 5System documents:

#* Startup documents and Back Pages
# The Real Estate Trends™

# The Real Estate Pages™

# The Sales Update™

# The Real Estate Update™

# The Real Estate Report™

# Flyers and Letters™




About yourself

Username: (no editing)

First name:
Dave

Last name:
Hershman

Update

NOUY/ [T
‘Name
eContact
Info
*Personal
Paragraph
eAddress
Block

&r your personal co-branded text here to be
displayed (in addition to your contact and address
information) in your personalized section of each
newsletter:

OriginationPro Mortgage Company is
dedicated to bringing the American Dream
of Home Qwnership to our clents,

We provide a variety of competitively priced
mortgage products and services that are
designed to help you achieve yourHrarm

As the experts in the world of real estate

A

Contact Info

E-mail: {required)
davehershman@verizon.net

2nd E-mail: (can be the same as above; this is the
"reply-ta” email for unsubscribing)

dave@hershmangroup.com
Phone 1: (/111 |y |222 |- 13333

Phone 2- (222 |)|333 - 4444

Company:
The Hershman Group

Update Your Contact / Address block

This information is mandatory for CAN-5PAM email
laws:

Address 1 /PO Bax 932

Address 2:
Centrevile
Sate: VA
20122



O n Sam e p ag e yo u Disclosure Mortgage Calculator Links

Enter any disclosures that your state and |/ or Fick the display order and number of calculators
C an u at e O u r licensing status may require. If you require no that you want displayed in your right-hand
special disclosures, then leave this field blank. navigation bar.
. . : Link 1:
Licensed mortgage company in the states
o I S C OS u re of MD, DC and VA Calculate a mortgage payment v
Link 2:

() C "] OO Se C al C u I atOr Compare the cost of owring versus renting ¥

Link 3:
I i n (S / Lower your payments through debt consolidation ¥

(] C ’] an g e yo u r Update Your Password

If you would like to change your password type a
new one twice below. Otherwise leave this blank.

password

Don’t Forget To Hit
“Update Profile” >
Button

\’




After you update your INEWSLETTERPRO™
profile, you can then

d Own I Oad you r Com p any Dashboard Write Wiew Mewsletter

Your Profile Users Company Logo

logo— /

Click on “Company

MlARKETIMNMNG SYSTER

You can upload your company logo with the extension of _jpg, or jpeg

Logon On proflle page pixels in width.
o “**Need help sizi | d phatas? F inal fee, Cal k
Locate you r I Og O On svste?’;:. PI:aEESI::ZDI:gathDj;vDI%;ii:: atljlrec;?esr@cnnrlnanzgm? ;rufneutioisn .I:;?r:i

your hard drive toupload___ «

Click “Upload File”

*Make sure the logo no ploadFie
larger than the size

specified



Back to the Profile Page
you can now download
your picture

Click on “Persans

Photo”
You can upload your personal photo with the extension of _jpg, or .jpeg as |

eLocate the photo on pixels i wid

“**Need help sizing your logos and photos? For a nominal fee, Colorworks Pr

you r h ard d rlve system. Flease contact Joy Reiher at jreiher@colorworkspromotions.com for a

’CI |Ck on “Upload File\ﬁmz

-Make sure the photo is ™
no larger than the size
specified

Dashboard Write View Mewsletters Users Use

. AT {1 Users Company Logo  Personal Photo

Browse...

Upload File



REAL ESTATE
REPORT

AS EASY
AS 1-2-3:
YOU ARE
SETUP




The main page/dashboard also
gives you access to all print
materials, including archives

Each document has a version in
Microsoft Publisher. If you have

Dashboard

Welcome to the NewsletterPro Dashboard

Use these links to get started:

that program (part of Office + Update your profile or change your password
Professional)—you can edit in any
way. These then can be turned NewsletterPro Marketing System documents:
into PDFs or included in an email.

L | ¢ Startup documents and Back Pages
Each document also has a “PDF e The Real Estate Trends™
version which allows you to add * The Real Estate Pages™

¢ The Sales Update™

your name in the box. The PDF

] ! \ The Real Estate Update™
version can be mailed or emailed + The Real Estate Report™
as an attachment. s Flyers and Letters™

VELMA will help you automatically
personalize the 4-page newsletter

40



The start-up documents
include—

» A samplewelcome letter to
your newsletter prospects;

» |Instructionsto adda banner
to your Outlook Signature so
thatthose you email can
sign up;

» Back Pages. These help
turnthe one-page
documents into self-
mailers.

Start-up documents:

Welcome Letter For Real Estate Newsletter

Letter To Prospect

Qutlook Signature File and Installation Instructions
(These documents allow you to configure your email signature in Qutlook and O
encouraging additional opt-ins to your program)

Back Pages:

Back Page #1 for Letter Size Newsletters

Back Page #1 for Letter Size Newsletters - Publisher Version

Back Page #2 for Letter Size Newsletters

Back Page #2 for Letter Size Newsletter Publisher Version

Back Paqge #1 for Legal Size Newsletters

Back Page #1 for Legal Size Newsletters Publisher Version




Four page document

Traditional self-mailer
newsletter e [

"‘!"““'""" eqlcl-l)' Fe read erhk ibre. Howener, we doy
Hjax Mertgage makel Wi o wakh e kel Al

111 Merigage Wby Ihese  Irersls alei
e o piczs. The

P 1 | mercld dw Inodl
: ireca ks Low raks priEs ber ben e
Ao ep T HEme ullmak spak bal bas

homebuyers g2l Nk lgriked  rdaton. 1
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A el W

N rakr  goimT Maro pis Wl e
- ek v hal raks Iralkorary  presores.
e gdrg wp becase i rpeculaled:

Industry news,
economic
commentary, charts

Includes finance
article

P2 Hiskorio Housing Legldaton || P2 %
{1 P8 AYear ofJob Faln I R4 Unm,

wr HomeIn &ny Market
Couple sa Foos




THE SALES\SP=

It is notenoughto
distribute news, you must

UPDATE

FOR TODAY'S SALES PROFESSIONAL AND ENTREFRENEUR — Astisa

Malke Your Business Cycle Proof—Part Two

t ea Ch your B‘tO‘B ta rgetS ﬁh-lPLE_P»-IENTING THE 100% MODEL
. ; ' . .-—-'“1""""“--:__ 3

how tosell which is the

ultimate value

Realtors, financial _

planners, CPAs, title e

companies, insurance peieerd

agents

Designed as great sales

meeting material for

presentations - | Coet Fom,

Xerox and Go!

1/800-581-5678




Consumer articleson
finance and real estate
topics

Can be used for prospect
conversions when topicis
right (archives become
important)

Can give to Realtors and
Financial Plannersto send
to theirclients—leverage.

Canuseas response
mechanisms

........

......

Place Your
Card Here,
Xerox and Go!
1/800-581-5678
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One page print
document

Legal size

Industry news,
economic
commentary,
charts

REAL ESTATE

— TTTERTTI - i || i
TRENDS LV N
FomR R CHILS DA ECHW R ERLS AR D PROFESSIONMALS PoeT

:Gov © [Popu
:The Rescue! ; i Projections 5
Ena— /) NN p—
SEaE e YT T R
et el |11 11 L ol et

Canbeturnedinto
a maileror PDF e
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We can produce flyers
and letters thatare
topical for every
environment

We integrate response
mechanismsintothe
flyers sotheycan callfor
articles or special
reports

More than a Newsletter—
we offera complete
marketing system

Have The New Lending Rules
Locked You Qut Of Obtaining

| A Mortgage? |
~ Now there is a professional solution!

-) SuUbprime mortgage solutions are
- disappearing.

-) Fanniz Mae and Freddie Mac are
. charging mare for those with lower
- credit scores.

-) Alow credit score is comectable—
- with the right plan

D For the average consumer®, we can

. increase your creditscoreinthe km:::thatalow
- shorttermand give youaplanto °::°:e:‘s’:’°°‘$“
¢ keep your credit score higherinthe ¥

o costs for

. future. it 5,.'.-:.“4:;.11 insuranee and

5 5 even hinder your
iA low credit score will cost: ! search for a joh?
iyou thousands of dollars in' ' ;

\extra borrowing costs over i

- your lifetime. ftcaneven  + ConiactHe for Hy Free Report.. !



Why Self Employmentis Important
Types of Self Employment
Documentation

Figuring the Income

Submitting the File

Marketing Self-Employed Files
Newslettersand FDI

Are you ready to take action?



If you stay a member of the NewsletterPro
—after six months you will be eligible for
Certified Mortgage Advisor Certification

Questions or have not received password?

Emailusat success@hershmangroup.com

Also—want my OriginationPro Mortgage School DVDs or Complete
Mortgage Management or Marketing Kits?

NewsL200 for $200 off!
www.QOriginationPro.com




