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(57) ABSTRACT 

A debt obligation issued to a holder by an entity Which 
obligation is backed by a group of property oWners, each 
oWning an individual property, Where the entity obtains from 
each oWner cross-collateralized lien and loan agreements in 
Which the oWners promise to pay his or her periodic pay 
ments to the entity and to pay, if defaults occur, each and 
every other oWner’s periodic payments. The method of 
creating and servicing such obligation includes use of cal 
culating equipment. The system includes pre-organiZation 
effort to assemble a peer lending group of potential property 
oWners and causing the entity to purchase the homes at a 
below-market price using temporary ?nancing Which is later 
consolidated in bond ?nancing. 
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COLLATERALLY SECURED DEBT OBLIGATION 
AND METHOD OF CREATING SAME 

RELATED APPLICATIONS 

[0001] This application is a continuation-in-part of US. 
application Ser. No. 08/847,854 ?led Apr. 28, 1997 entitled 
“Collaterally Secured Debt Obligation And Method Of 
Creating Same” Which in turn is a continuation of Ser. No. 
08/660,713 ?led Jun. 10, 1996 of the same title Which in turn 
is a continuation of Ser. No. 08/128,455 ?led Sep. 28, 1993. 

BACKGROUND OF THE INVENTION 

[0002] Cooperative apartment buildings or cooperatively 
oWned clusters of homes have operated With the building or 
cluster being oWned by a single entity and With the occu 
pants oWning proportional stock interests in the single entity. 
Occupants of such cooperative apartments or homes have 
borroWed monies using their resalable interests in stock in 
the single entity as collateral. Such single entities have 
borroWed monies against such building or cluster oWnership 
through mortgage loans that Were subsequently packaged as 
guaranty for “derivative” mortgage backed securities. 

[0003] Single family homes are traditionally sold one at a 
time at fair market value, Whether as resales by oWners or 
neW sales by developers or builders. Mortgage loan lending 
sources, such as banks and other mortgage loan providers, 
lend against the fair market, retail appraised value of the 
home. The fact that lenders lend against the retail value of 
homes is indirect proof that no Wholesale market exists in 
single family homes. 

[0004] Credit insurance has traditionally been available to 
home oWners as a policy speci?cally Written to cover 
individual mortgage loans and not treated as casualty insur 
ance. Such insurance has increased the Willingness of lend 
ers to make loans in certain circumstances. 

[0005] Where home oWners have suf?cient equity in 
eXcess of any mortgage loan balance, home oWners have 
been able to obtain home equity loans the proceeds of Which 
may be used for purposes unrelated to the home, such as 
starting a business. 

[0006] In some jurisdictions such as the United States, 
homeoWners have an absolute right to prepay home loans 
Without penalty. This may result in unexpected liquefying of 
bonds to the disadvantage of bondholders Who cannot 
replace the called bonds With investments of similar yield. 
This uncertainty affects the predicted life of a portfolio of 
mortgage backed securities, Which may vary With varying 
market conditions. This potential variability is knoWn as 
prepayment risk. 

SUMMARY OF THE INVENTION 

[0007] The present invention comprises a method of cre 
ating and selling marketable collateral backed debt instru 
ments comprising creating a debt-instrument-issuing-entity 
Which lends mortgage or other lien-backed monies to a 
group of property oWners each oWning his or her property in 
a fee simple or other mortgageable or transferable interest in 
property against Which a lien may be placed. Each property 
oWner retains his title or other interest pending a default of 
the entity. This invention contemplates the entity obtaining 
cross-collateraliZed mortgage or lien agreements from each 
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of such property oWners promising to pay his or her secured 
loan interest and debt and; in addition, such debt of each and 
every other property oWner limited to the value of his or her 
equity, if any, remaining in his or her subject property. 

[0008] The entity issuing or facilitating the issuing of the 
debt instrument may promise to honor the instrument obli 
gations or may consolidate or pool the promises of others, 
such as a group of property oWners, to honor the instrument 
obligations or the entity may do both. Whether the entity 
promises to honor the obligations of the debt instrument or 
not, the entity obtains from the group of property oWners 
each and every oWner’s guaranty that he or she 

[0009] a) Will pay the instrument’s principal and 
interest or sums at least equal thereto; or 

[0010] b) agree to be jointly and severally liable With 
all other oWners in the group to pay such principal 
and interest. 

[0011] The guarantees from each and every oWner in the 
group are collateraliZed by the lien, mortgage, or other 
hypothecation of each property. Each debt instrument is thus 
collaterally and jointly and severally guaranteed by such 
oWners. Such collaterally guaranteed instruments provide 
substantial security to the debt instrument holder even Where 
reasonable limits are placed on the total obligations of each 
oWner such as limiting the oWner’s liability for the debt of 
others to the equity in his oWn home. 

[0012] Further, the invention contemplates that to 
strengthen the debt instrument’s credit the entity may obtain 
property lien and loan cross collateraliZing agreements from 
such property oWners in Which the oWner promises to pay 
his or her group (or common) charges and those of each and 
every other oWner in the group, as de?ned and declared by 
the debt-instrument-entity. The property oWners are jointly 
and severally liable for each others obligations to such 
entity. The entity then issues debt instruments, such as notes 
and bonds, Which are backed by mortgages or liens and 
cross-collateraliZing agreements. Personal liability of each 
property oWner for the share of group (or common) charges 
above the amount associated With his or her oWn property 
may be limited to his or her equity in said property. 

[0013] The present invention facilitates each and every 
member of a group of property oWners in obtaining credit 
through the placing of mortgages or other liens upon group 
members properties to back bonds issued by a ?nancing 
entity. Each bond is backed by all or a plurality of properties 
in the group. 

[0014] It is a feature of the invention that, since each and 
every participating property oWner places his or her property 
at risk to be sold to guarantee the performance of each and 
every member of the group With respect to debt instruments 
(i.e. notes or bonds) being issued by the entity, such debt 
instruments have higher or enhanced credit ratings and Will 
be marketable at reasonable yield rates. Each individual loan 
is collateraliZed by the mortgage or other lien on the 
property of the individual signing the loan and further each 
loan is cross-collateraliZed in that additional mortgages or 
other liens from group members further secure repayment of 
such loan. 

[0015] It is also a feature of the invention that When 
prepayment of a loan is made by one or more of the group 
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of property owners, in cases Where such prepayment is 
allowed as in real property mortgages, the interest income 
How to debt instrument holders is protected by the other 
property oWners through their commitment to adjust their 
periodic payments to the entity to cover any short-fall due to 
any inability of the entity to reinvest the prepaid principal at 
a yield rate equal to or higher than that promised such 
holders. Liability under this feature is limited to the equity 
in each homeoWner’s subject property. 

[0016] It is also a feature of the invention that the group of 
property oWners have a commonality created by their par 
ticipation in the group and Which may include physical 
proximity, oWnership of shares in the entity and participation 
in common facilities and social programs Which may or may 
not be oWned and or administered by the debt-instrument 
Entity. 
[0017] An additional feature of the invention is that the 
organiZing entity may enter into cross-collateraliZation 
agreements With other such entities so as to create a rein 
surance pool, an Entity of entities. In such case no individual 
property oWner liability shall extend beyond the equity in his 
or her property. 

[0018] Another feature of the invention is that the number 
of participants in each entity be small enough so as to 
facilitate a community of members Who can be Well 
acquainted With one another While at the same time large 
enough to assure adequate spreading of risk from an actu 
arial standpoint. It has been determined that this number is 
at present approximately three hundred property oWners. 
Whatever this number is, the membership total in an entity 
shall attempt to approximate it. Acquaintanceship of neigh 
bors has been shoWn to foster a sense of Well being in a 
community and a desire of property oWners to properly 
service home debt obligations; it has also been shoWn that 
risk pools large enough to absorb individual negative expe 
riences Without major disruption Will qualify for loWer 
insurance rates or higher credit ratings. 

[0019] An additional feature of this invention is the poten 
tial for credit insurance as an aspect of an overall casualty 
insurance agreement obtained by the entity in behalf of the 
property oWners. The cross-collateraliZation Within the 
entity renders a credit default a group casualty rather than an 
individual incident. For this reason, casualty insurers may be 
induced to include credit insurance as indistinguishable from 
?re or other casualty insurance that may be offered the entity 
or its property oWners. Generally, credit insurance is based 
signi?cantly on “moral” risk Where underWriting criteria 
include past installment debt payment practices often unre 
lated to housing or rent. The present invention Will permit a 
?rst layer of credit risk to be absorbed internally by the 
Entity using reserves or assessments, thus requiring only a 
second layer of risk to be covered commercially. The second 
layer of risk may be limited to a situation in Which, for 
example, 10% or more of the homeoWners are simulta 
neously in default. This is extremely unlikely and the events 
that might bring such a situation about have more in com 
mon With casualty risks than general credit risks. Therefore, 
property and casualty risk underWriters, as opposed to credit 
risk underWriters, Will have the expertise to underWrite such 
credit risks, a feature made possible by the present inven 
tion. Consolidating credit insurance With ?re insurance Will 
create underWriting ef?ciencies and enhance overall credit 
Worthiness of the Entity, thus reducing interest costs. 
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[0020] It is also a feature of this invention that the property 
oWners may be organiZed into an entity in advance so as to 
obtain, in advance of home purchase, a funding commitment 
from a permanent lender or bond underWriter or bond 
purchaser. This advance commitment Will secure bridge 
borroWing such that a mass purchase by the entity of a 
quantity of homes may result in a substantial discount in 
acquisition cost. The mass purchase creates a Wholesale 
purchase at a Wholesale price. This discount shall inure to 
each homeoWner as “?scal sWeat equity” and may obviate 
the need for doWn payments to satisfy the equity require 
ments of lenders. Traditionally, “sWeat equity” is earned by 
homeoWner candidates by providing manual labor to 
improve a candidate property and thereby earn a portion of 
its value or purchase price; under the present invention 
“sWeat equity” is earned by the homeoWner by agreeing to 
join With others in a group, Wholesale purchase, beloW the 
independent appraised retail value. Homes offered individu 
ally for resale later may be priced at full retail value Which 
Will include both the spread betWeen retail and Wholesale at 
the time of original purchase plus any subsequent apprecia 
tion. 

[0021] It is another feature of the invention that the Entity 
identi?es homeoWner group candidates, approves the can 
didates for participation, collects their monthly payments, 
and enforces the individual obligations; this effectively 
permits the borroWer to perform as “in kind” services the 
marketing, credit approval, servicing, and enforcement func 
tions that ordinarily increase lender costs; accordingly, 
loWer interest rates are possible While still providing lenders 
With the same level of return on capital. Lower interest rates 
have the effect of increasing the probability of performance 
and therefore enhance borroWer creditWorthiness. 

[0022] It is a further feature of this invention that equity 
obtained through purchase discount or other means may 
enable the sale of bonds or other forms of permanent 
?nancing instruments in an amount exceeding the aggregate 
cost of the entity property oWners’ property While not 
exceeding the aggregate fair market value of the aggregate 
property. By this method, the entity may obtain funds Which 
Will be available for income earning endeavors such as the 
operation of small businesses or the acquisition of commer 
cial real estate. Since the cost of such overage funds Will be 
covered in the monthly property oWner payments, these 
funds may also be available to be leveraged for additional 
funding from government agencies such as, in the U.S., the 
Small Business Administration. 

[0023] It is also a feature of this invention that an inter 
national secondary market may be created to trade the entity 
bonds, Which market Will be made viable through the 
cross-collateraliZed structure of multiple entities. The cross 
collateraliZed structure of the multiple entities Will diminish 
fears of political risk and may attract political insurance 
from international organiZations such as the World Bank or 
the UN. The liquidity provided by such a market Will further 
reduce the cost of funds thereby improving the ability to pay 
of property oWners and enhancing the strength of the overall 
inventive strategy. Such a market may be Internet based due 
to its international nature. 

[0024] Another feature of the invention made possible by 
the cross-collateraliZation of multiple entities Will be the 
exchange of information relating to the success of small 
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businesses or other ventures. The Entity of entities shall act 
as a clearing house of ideas and information including home 
construction and building technology and an inventory of 
business models suitable for such entities (using funds not 
earmarked for homes) to start and operate. Such ideas and 
information Will therefore inure to the bene?t of all of the 
entities. 

[0025] It is a ?nal feature of the invention that the portfolio 
of bonds securitiZing the homeoWner debt may consist of 
individual bonds maturing at staggered rates of time such 
that the average maturity of all the bonds approximates the 
average holding period of comparable homes; the maturities 
are staggered such that the Entity is re?nancing or rolling 
over portions of its debts either annually or semi-annually. 
The continual act of re?nancing permits the entity to absorb 
cash from any prepayments of homeoWner debt for any 
reason, the most likely of Which is the sale of the home to 
another party Who chooses not to use Entity ?nancing. The 
effect is that excess cash Which may not be invested at rates 
sufficient to cover promised yields to bondholders Will not 
be on hand for more than six months if that is the rollover 
frequency of the Entity. Any de?cits created by reinvestment 
negative spreads Will be small enough to be absorbed as 
ordinary expense of the Entity. This feature Will enable the 
Equity to offer bond buyers instruments protected from 
prepayment risk and thereby obtain reductions in borroWing 
costs. 

DESCRIPTION OF THE DRAWINGS 

[0026] FIG. 1 is a block diagram shoWing the relationship 
and interfunctioning of the entities, persons and units of this 
invention; 
[0027] FIGS. 2 and 2A are How charts; 

[0028] FIGS. 3 and 3A are How charts; 

[0029] FIG. 4 is a schematic of the interrelationship 
among individuals and entities; and 

[0030] FIG. 5 is a further ?oW sheet. 

DESCRIPTION OF THE PREFERRED 
EMBODIMENT 

[0031] The debt-instrument-issuing-entity (herein the 
“Entity”) issues a series of bonds purchased by bondholders 
(FIG. 1). The bonds have staggered maturity dates and are 
backed by the fee simple or other property titles of a group 
of property home oWners. Each bond is backed by title to 
each and every title in the properties in a group of properties 
at the time of issuance. If any individual homeoWner mort 
gage loan is paid doWn, the mortgage is removed from the 
collateral pool securing the bond holders and is replaced by 
a yield bearing cash equivalent. Any variance in yield 
incurred is made up to the bond holders through increased 
periodic charges to all of the property oWners. 

[0032] The Entity lends monies to the property oWners in 
the group to ?nance the purchases of the properties, using a 
bridge loan or other funds, secured by a mortgage or lien on 
each property, and a guarantee of a permanent lender or bond 
buyer/underWriter, then issuing the bonds or notes to repay 
the bridge funds after property acquisition is complete. The 
mortgages may be held by the Entity or alternatively placed 
in the custody of a third party to hold in trust for the bene?t 
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of the instrument holders in case of default. If a property 
oWner defaults in his or her payments, the Entity adjusts the 
monthly payments of all other non-defaulting property oWn 
ers in the group to make up this shortfall. Thus, the default 
of one or even several individual property oWners may not 
trigger a default against the instrument holders. 

[0033] The Entity may contract With an administrative 
service unit to calculate and collect the group’s periodic 
payments Which Will generally be monthly, based on the 
monies needed for the Entity to meet periodic obligations 
including those to the bond holders. Such obligations 
include: 1) any principal due on the Entity’s bonds during 
any period 2) interest payable to bond holders 3) monies lost 
or gained due to prepayment or defaults; and 4) other 
expenses. 

[0034] The Entity may be a non-pro?t or for-pro?t cor 
poration or a business organiZation in another form. Where 
the Entity is oWned by the property oWners and Where 
periodic payments plus investment income are in excess of 
the Entity’s requirements, dividends or other distributions to 
the Entity oWners may be made. 

[0035] In addition to real property, the present invention 
includes all other types of property or interest in such 
property Which properties may include automobiles, inven 
tories, accounts receivable, etc. 

EXAMPLE I 

[0036] A bond-issuing-entity (“Entity”) lends tWenty 
thousand dollars ($20,000) to each of a group often (10) 
property oWners each having fee simple title in his or her 
house or home at a ?xed or variable interest rate and takes 
back a mortgage from each property oWner Which mortgage 
agreement states that in case of a default of any of his or her 
obligations, his or her property can be sold to satisfy such 
default in Whole or in part. Entity also obtains a loan 
agreement from each property oWner in Which the property 
oWner promises to make monthly payments necessary for 
Entity to meet its obligations to honor the covenants of 
Entity’s bond issues. In particular, each property oWner loan 
agreement provides that to the extent there is any default in 
monthly payments by any of the ten (10) oWners, Entity may 
increase monthly payments of the other non-defaulting 
property oWners as necessary to meet or even exceed its 

current obligations to the bond holders. It is also stated in the 
loan agreements that prepayment by any property oWner 
requiring Entity to invest such prepayment funds at a rate 
less than the pre-payer mortgager Was paying, is a proper 
basis for further increasing monthly payments. 

[0037] Entity then issues a series of tWenty (20) ten 
thousand dollar ($10,000) bonds With staggered maturities 
from one (1) through tWenty (20) years Which bonds are 
backed by the credit of Entity plus the ten (10) cross 
collateraliZed mortgage loan obligations of the property 
oWners. The average maturity of ten years may be deliber 
ately set to parallel the expected average holding period of 
a home in the Example market. Abond that matures before 
a sale or pay doWn that provides funds to satisfy that bond 
Will be re?nanced by Entity Which Will alWays endeavor to 
maintain a mix of maturities Whose average approximates 
the average home holding period of the market. 

[0038] Entity preferably hires an administrative service 
unit to invest such monthly payments and prepayments, if 
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any, and to calculate and recalculate the monthly payments 
as they vary over the life of the property oWner loans. Digital 
calculators or other calculating means are used to compute 
1) each monthly interest payment due 2) monies lost or 
gained due to prepayment or defaults 3) other expenses and 
4) principal payments, When and if, due. 

EXAMPLE II 

[0039] A development of three hundred (300) ?fty thou 
sand dollar ($50,000) homes is planned at an aggregate 
value of ?fteen million dollars ($15,000,000). 300 home 
oWners are organiZed and form a corporation. The corpora 
tion obtains contracts for the delivery of 300 homes at a 
discount to retail of tWenty percent (20%), i.e., forty thou 
sand dollars ($40,000) each. All homeoWner candidates 
agree to cross-collateraliZe one another’s mortgage loan 
obligations and to subordinate such obligations and associ 
ated property to the corporation, enabling the corporation to 
offer to issue bonds against the collective pledges of the 
homeoWners. A commitment is solicited and received from 
a bond underWriter to underWrite the bonds. Property devel 
opment construction and ridge loans are obtained to develop 
the 300 homes. When the real estate is occupied, the bonds 
are issued for 90% of the appraised value of the homes or 
thirteen million ?ve hundred thousand dollars ($13,500, 
000). TWelve million dollars ($12,000,000) are used to pay 
for the houses at $40,000 each, by retiring any bridge or 
construction lending. The balance of one million ?ve hun 
dred thousand, less underWriting expense of, for example 
tWo hundred thousand dollars ($200,000), is available as 
reserves and for investment in small businesses. 

EXAMPLE III 

[0040] The Entity of Example I or the corporation of 
Example II may (1) arrange for group property and casualty 
insurance Where a credit insurance feature is included to 
cover excess default by individual homeoWners (2) negotiate 
With public lending institutions, such as the World Bank or 
Small Business Administration, to leverage entity ?nancing 
overages for use in further investment to stimulate economic 
activity (3) appeal to service organiZations such as Rotary 
International foe small business mentors (4) manage and 
enforce payment collections and obligations of the indi 
vidual homeoWners. 

EXAMPLE IV 

[0041] The Entity and property oWners of Example I or the 
corporation of Example II in Which tWo or more such entities 
or corporations in geographically related or separated areas, 
including in different countries, are cross-collateralized With 
respect to the bonds issued by each and in Which such bonds 
may be traded internationally. 

EXAMPLE V 

[0042] The Entity and property oWners arrangement of 
Example V in Which tWo or more such Entities in geographi 
cally separated areas the Entities bonds are cross-collater 
aliZed and in Which the bonds are traded internationally. 

EXAMPLE VI 

[0043] Example I is practiced by using a programmable 
computer. The computer is programmed to carry out the 
folloWing steps and tasks as set out in the How charge of 
FIGS. 2 and 2A. 
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[0044] The practice of the invention, the various individu 
als and organiZations may be connected through a computer 
netWork such as the Internet. Through such a connection, 
information, money transfers, reports, legal contract provi 
sions and other information for storage and processing is 
inputted to a central processing computer Which serves the 
entity or corporation controlling the processes herein 
described, all as set out on FIG. 3. 

EXAMPLE VII 

[0045] Example II is practiced using a programmable 
computer. Information and instructions are inputted into the 
computer for storage and processing and data is outputted to 
inform the corporation of the transactions as they occur; 
compile information and otherWise assist in the corpora 
tion’s operations. 

EXAMPLE VIII 

[0046] The system of Example II in Which the monies to 
buy the homes is raised by the Entity issuing bonds With 
varying maturities ranging from one (1) to ?fteen (15) years. 
The average maturity is seven and one-half (7-1/2) years 
Which lies Within the six to eight year range Which range is 
the average period of time a US. homeoWner holds a 
mortgage before he or she prepays the mortgage for reasons 
of sale of the home, change in interest rates or other reasons. 
Since three hundred (300) mortgages are involved an aver 
age or median prepayment rate can be expected. Because the 
bonds Will become due each year, the corporation Will 
experience roll-over costs incurred to put cash to Work at the 
highest practical interest rates. Roll-over costs may be 
reduced by seeking ?nancing in World debt markets made 
more ef?cient by the use of the Internet and World Wide 
Web. 

EXAMPLE IX 

[0047] The computer is programmed to carry out the steps 
and tasks of Example II as set out on the How chart of FIGS. 
4 and 4A. 

EXAMPLE X 

[0048] As a further example of the present system a 
computer is programmed to receive information and data 
and output data in the form of reports set out in How 
diagrams of FIG. 5 and the organiZational schematic of 
FIG. 4. 

[0049] The proper operation of the present system of 
assisting a group to create an entity to purchase, ?nance and 
to provide service over a substantial and sustainable period 
of time requires leadership and pre-organiZation to initially 
obtain a group of prospective homeoWners. The important 
second step is to screen the initial group through credit 
checks and other methods to obtain a ?nal group of home 
oWners Which are a peer lending group each member of 
Which is quali?ed to purchase a home, agree to cross 
collateraliZe; maintain their mortgage obligations and gen 
erally support the entity. Leadership to accomplish this 
selection process may come from the church, social orga 
niZations in the community or other sources. 

[0050] The entity or corporation serving a group of home 
oWner or prospective homeoWners may be created by or out 
of other community organiZations such as church groups, 
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fraternal orders, ethnic organizations, political parties or 
community social groups. The emotional bonds among 
members of such groups to enforce homeoWners Willingness 
to promise to pay When others are delinquent or default 
increases the likelihood of performance of such promise. 

[0051] The corporation or entity carries out its functions as 
more particularly described in the above Examples. The 
corporation or entity may, in addition, invest in businesses 
including businesses that serve the community Which 
includes the homeoWners. It may also solicit professional 
help to assist such business and other businesses by obtain 
ing donated services in the ?eld of business administration, 
marketing, ?nance and laW. 

[0052] The bene?ts and obligations of the present system 
may be summariZed by analyZing What happens When a 
potential homeoWner commits to the entity or corporation. 
The folloWing are the bene?ts and undertakings: 

Bene?ts 

[0053] 1) the homeoWner receives a loWer interest rate 
mortgage; 

[0054] 2) the homeoWner enjoys no or reduced doWn 
payment; 

[0055] 3) if the entity is a for pro?t corporation or entity, 
he or she may receive a stock oWnership and dividends 
as paid; 

[0056] 4) the corporation or entity may buy back stock; 
and 

[0057] 5) a market maybe made in the stock providing 
liquidity. 

Obligations 
[0058] 1) cross-collateraliZation agreement Which is 

preferably limited to equity interest in the homeoWners 
home; 

[0059] 2) cross-collateraliZation obligation may be lim 
ited by casualty insurance and obligations undertaken 
by related entities; and 

[0060] 3) the homeoWner is subject to foreclosure for 
nonpayment of mortgage at end of agreed-to default 
period. 

I claim: 

1. A debt instrument issued to a debt holder by an entity 
Which consolidates the promises to repay principal and to 
pay interest of a plurality of individual property oWners in a 
group of oWners Wherein each encumbers his or her property 
for contingent sale to secure the consolidated promises. 

2. The instrument of claim 1 in Which the entity is a 
promisor With respect to the debt instrument. 

3. The debt instrument of claim 1 in Which each property 
oWner encumbers his or her real property to secure such 
instrument. 

4. The debt instrument of claim 1 in Which each property 
oWner agrees to make periodic payments to the entity for use 
by the entity in satisfying its obligations to the debt holder. 
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5. The debt-instrument of claim 4 in Which calculation 
means are used to calculate the periodic payments including: 

i) determining means for determining the (1) amounts and 
maturity dates of such bonds; (2) amounts of interest 
due for such bonds and due dates; and other monies 
needed on speci?c dates; 

ii) inputting means for inputting such determinations into 
computing means including programmed calculating 
means; and 

iii) operating means for causing the calculation means to 
determine the amount and due dates of property oWner 
periodic payments required to meet the ?nancial needs 
of the ?nancial entity. 

6. A debt instrument issued by a ?nancing entity and 
Which debt instrument includes covenants by such entity, 
and Which debt instrument is secured by property liens and 
loan agreements by a group of oWners of properties Which 
agreements permit 

a) foreclosure of such properties to satisfy covenants of 
such entity under such debt instrument; and 

b) Which loan agreements require adjustable periodic 
payments from each and every property oWner to such 
entity in the group Which payments are adjusted by 
such entity as necessary to permit such entity to meet 
its covenants of the debt instrument. 

7. The debt instrument of claim 6 in Which the properties 
are real properties. 

8. The debt instrument of claim 6 in Which the properties 
are personal properties. 

9. The debt instrument of claim 7 in Which the properties 
are held in fee simple by the property oWner. 

10. A method of creating a debt instrument comprising 

1) causing an entity to obtain collaterally guaranteed 
promises from each and every property oWner in a 
group of properties, Which promises jointly and sever 
ally obligate the oWners to pay principal and interest 
With respect to debt instruments; and 

2) causing such entity to issue said debt instruments. 
11. A method of creating and selling marketable lien 

backed debt instruments comprising 

a) creating a ?nancing entity for lending monies to a 
plurality of property oWners in a group for the purpose 
of ?nancing a plurality of properties and thereafter 
causing such entity to 

i) lend money to such property oWners; 

ii) obtain cross-collateralized lien and loan agreements 
from oWners in the group promising to pay periodi 
cally his or her oWn and each and every other 
oWners’ 

a) interest due; 

b) cost to such entity arising from any mortgage 
prepayments; and 

c) other stated charges; 

iii) issue such instruments backed by such cross-col 
lateraliZed lien and loan agreements; and 

iv) sell such instruments. 
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12. The method of claim 11 in Which each property is a 
residence in a separate structure. 

13. The method of claim 11 in Which multiple residences 
are located in a single structure With each oWner holding 
deed title to his or her resident. 

14. The method of claim 6 in Which the liens are held by 
a third party custodian pending default by a property oWner. 

15. The method of claim 11 in Which the property oWner’s 
periodic payments require periodic adjustment by the ?nan 
cial entity Which payments are determined by the steps of: 

i) determining the amounts and maturity dates of such 
bonds; 

ii) determining the amounts of interest due for such bonds 
and due dates; 

iii) determining other monies needed on speci?c dates; 

iv) inputting such determination into computing means 
including programmed calculating means; and 

v) operating the computing means to determine the 
amount and due dates of property oWner periodic 
payments required to meet the ?nancial needs of the 
?nancial entity. 

16. The method of claim 10 in Which each property oWner 
liability is limited to the value of the equity in his or her 
home. 

17. The method of claim 10 having in addition the steps 
of creating a second entity and causing each entity to 
cross-collateraliZe each other entity promises obtained from 
its property oWner. 

18. The method of creating a community of homeoWners 
comprising 

1) providing an entity Which provides ?nancing for such 
homeoWners to assist in purchasing homes; and 

2) issue mortgages to such homeoWners With collaterally 
guaranteed promise Which jointly and severally obli 
gate each homeoWner up to the value of his or her home 
to pay principal and interest for each other homeoWner 
in the community Who receives such a mortgage. 

19. The method of claim 18 in Which the entity purchases 
houses in volume at a discount for resale to homeoWners. 

Feb. 6, 2003 

20. The method of claim 10 in Which the property oWners 
are a community of members. 

21. The method of claim 10 in Which the entity purchases 
credit insurance to insure payments by the property oWners. 

22. The method of claim 18 in Which the entity obtains 
funds and invests such funds in income producing endeav 
ors. 

23. The method of claim 18 including the further step of 

causing the entity to purchase credit insurance to insure 
payments by the homeoWners. 

24. The method of claim 18 having the further step of 
causing the entity to issue notes and bonds of varying 
maturity. 

25. The method of claim 24 in Which the average maturity 
of notes and bonds is betWeen 6 and 8 years. 

26. A method of organiZing a group of homeoWners to 
purchase and ?nance such homes comprising 

providing leaders to obtain a group of potential home 
oWners; 

creating an entity to purchase and ?nance homes for such 
group of potential homeoWners; 

causing the entity to obtain a bridge loan to purchase 
houses for such potential homeoWners; 

purchasing such houses from an oWner and causing the 
oWner to transfer title to each potential homeoWner; 

simultaneously causing the entity to obtain mortgages 
from such homeoWners including cross-collateraliZa 
tion promises; 

causing the entity to issue bonds With staggering maturi 
ties to pay off the bridge loan; and 

causing the entity to collect period payments from the 
homeoWners Which payments are adjusted to account 
for homeoWners’ arrears. 

27. The method of claim 26 in Which the title transferred 
is fee simple. 


