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Lawrence Harbolt or Harlon Publishing LLC
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COPYRIGHT NOTICES
© Copyright Lawrence Harbolt, MMIX. All rights reserved. The original licensed
purchaser of these materials is authorized to use all information contained in
this report for personal use only. THESE ARE COPYRIGHTED MATERIALS.
Any unauthorized transfer or license, use, photocopying or distribution of these
materials to anyone else other than the licensed client/purchaser is prohibited
and will be prosecuted to the fullest extent of the law.
All rights reserved under International Copyright law. This publication MAY NOT
be reproduced, stored in a retrieval system, or transmitted in whole or in part,
in any form or by any means, electronic, mechanical, photocopying, recording
or otherwise, except for personal use, without prior express written permission
of the publisher.
LEGAL NOTICES
Some suggestions made in this publication concerning Real Estate, marketing
and advertising may be subject to varying regulatory laws in your state or
municipality.
The purchaser of these materials assumes all responsibility for the use of all
materials contained in this publication and adherence to all applicable laws
governing business practices, agency relationship, and any real estate
transactions engaged through the use of these materials. Always consult a
professional before committing to any transaction.

Published by Harlon Publishing, LLC,
P.O. Box 41251, St Petersburg, FI. 33742
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DISCLOSURE
PLEASE DO NOT use any of the contracts, forms or documents provided in this
course manual or any other course manual without first reading every word
then discuss each contract, form or document with your attorney. It would
also be a good idea to discuss every deal you are thinking of doing with your
Certified Public Accountant as well as your attorney to be sure that what you
are about to do is being done in your best interests and completely legal in the
state in which the contracts, forms or documents are being used.
No form, contract or document should be used as "ONE SIZE FITS ALL" as every
deal will be different in some way. Be sure to thoroughly read any form,
contract or document before using.
NOTICE
Real Estate Investing results are not typical! Every deal you do will be different
and to be profitable each deal you do must stand on its own merit based on
the facts of the deal itself. The results you get will be based on the results of
your negotiating skills and then the implementation of each deal based on the
deal you are doing at that time. The author is not guaranteeing any specific
result or profit in any way. The information contained in this home study
manual is meant to inform you of the many different ways to structure real
estate deals and is not meant to guarantee your results or success in any way.
The author of the following materials whether written or audio is NOT an
Attorney, a Certified Public Accountant or a Paralegal. The author is an investor
who has many opinions that he believes are true and accurate.
The following information is designed to help the reader better understand
how Creative Seller Financing works and to help give them quality information
to acquire more profitable real estate deals.
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The author recommends that the reader of these materials first consult their
Attorney or legal professional and their Certified Public Accountant before
implementing any of the ideas or information shown in this manual. The
author desires to help the reader better understand how to complete creative
yet safe deals as well as all other pertinent documents provided that are
related to seller financing for the best desired results of the reader.
Larry's Contact Information
LarryHarbolt@gmail.com
Or
Fax: 727-367-5349
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Welcome to Volume II of Creative Seller
Financing "Analyzing and Negotiating
Profitable Seller Financing Deals".
I find it difficult to express how important the information contained in this home
study manual is for your success and financial future in the real estate investing
business. What you are about to learn will be the difference between profit and loss
from the real estate deals you buy or sell? I can't over emphasize that what is within
the pages of this manual will give you the tools you need to be successful as a real
estate investor.
Successful real estate investors realize that they make their money when they buy a
property and they realize that profit when they rent or sell that property. This is the
exact information you need to be more confident that the deals you do can and will
be profitable when buying or selling well selected real estate. One of the most
important thing you will learn from the information in this manual is, your exit strategy
of every property you buy must be determined before structuring the buying method.
Not only is analyzing each property correctly critical to your success, negotiating is also
very, very important. In most cases when doing a seller financing deal where no real
estate agent will not be involved and understanding and knowing how to pre-qualify
each seller, find out and solve the seller’s reason why they are selling their property is
one of the most important parts of doing profitable deals. You will also learn how to
analyze every property and negotiate the best and most profitable deals from the
information you learn in volume II of creative seller financing. This information is your
true formula for success.
Happy and Prosperous Investing

Larry
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The Importance of Thinking Through Your
Deals
Before Making an Offer to Purchase
Before ever making an offer to purchase a property there are some questions you
should always ask yourself to help insure you are making the best possible offer that
will match your goals as well as your financial plans.
Question #1: Why Do I Think This is a Good Deal?
If you can't determine why it is a good deal, it probably isn't
Question #2: What Am I Trying to Accomplish by Buying This Property?
What are your immediate goals or needs why you are buying this property - Fast
money, long term financial growth, or monthly income.
Question #3: What Do I Plan to Do With the Property If I Buy It?
What are my immediate plans for buying this property if the seller accepts my offer?
Fix and Sell, Fix and Rent, Sell As-ls, Sell with Seller Financing terms, wholesale the
property or flip the contract.
Question #4: Where Will I Find the Money I Need to Finance This Property?
A financial friend, hard money lender, mortgage broker or institutional financing.
Question #5: If I Buy This Property - How Will I Eventually Sell the property?
All cash quickly, lease option, seller financing long term or seller financing short term.
Question #6: Who Will I Sell the Property to If I Buy It?
A landlord, a potential homeowner, an investor or someone who needs seller
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financing terms? What is the income of people in this neighborhood?
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Thinking Through the Deal Worksheet
1. What type of area is the house in?

□Homeowner □ Rental Area □ Mixed Rental & Homeowner □ Good □ Fair □ Poor
2. What about this property makes me believe this could be a good deal?

3. What do I believe is the average price of houses in this area?

□$80,000 or less □$80,000 to $100,000 □$100,000 to $150,000 □$150,000 to
$200,000
□$200,000 to $250,000 □$250,000 to $300,000 □$300,000 and more
4. What do I believe is the average combined income per family of the people who
live in this neighborhood and how much can they afford? Maximum mortgage amounts and
maximum payments are based on buyer getting a 7% - 30 year loan.
Combined
Family
Income

Housing
Loan
Ratio

Annual
Amount
for housing

$40,000
$50,000
$60,000
$70,000
$80,000
$90,000
$100,000
$110,000
$120,000
$130,000
$140,000
$150,000

x 30%
x 30%
x 30%
x 30%
x 30%
x 30%
x 30%
x 30%
x 30%
x 30%
x 30%
x 30%

= $12,000
= $15,000
= $18,000
= $21,000
= $24,000
= $27,000
= $30,000
= $33,000
= $36,000
= $39,000
= $42,000
= $45,000

Gross Mo. Pmt. based
on 7% - 30 yr loan

divided by
divided by
divided by
divided by
divided by
divided by
divided by
divided by
divided by
divided by
divided by
divided by

12 months
12 months
12 months
12 months
12 months
12 months
12 months
12 months
12 months
12 months
12 months
12 months

= $1,000
= $1,250
= $1,500
= $1,750
= $2,000
= $2,250
= $2,500
= $2,750
= $3,000
= $3,250
= $3,500
= $3,750

Less 25% for Taxes
and Insurance Equals
Max. Monthly Pmt.

x 75% =
x 75% =
x 75% =
x 75% =
x 75% =
x 75% =
x 75% =
x 75% =
x 75% =
x 75% =
x 75% =
x 75% =

Max Mortgage
Amount

$750
$938
$1,125
$1,313
$1,500
$1,688
$1,875
$2,063
$2,250
$2,438
$2,625
$2,813

$114,000
$142,000
$170,000
$199,000
$227,000
$255,000
$284,000
$312,000
$340,000
$369,000
$397,000
$425,000

To calculate the Maximum Loan Amount a buyer can afford based on their
income:
Combined Annual Family Income $______ x 2.84 = $ _______ Maximum Loan Amount
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To calculate the Maximum Monthly Payment Amount based on their
income:
Combined Annual Family Income $______ x .01875 = $ _______ Maximum Monthly Payment Amount

5. If I buy this house what do I plan to do with it?

(after taxes and insurance have been deducted)

□Fix and Rent long term □Fix and Sell Quickly □Flip the Contract (wholesale)
□Sell long term with seller financing □Sell quickly AS-IS □Sell AS-IS with seller financing
6. How will I finance this property if I buy it?

□Seller financing terms □Financial Friend □Hard Money loan □NONE (quick flip)
□Institutional loan □Split Fund (with partial seller financing)
7. If I buy this property how do I plan to sell to be able to achieve my goals for
buying?

□Flip the contract for all cash □Seller financing long term □Seller financing short term
□Lease Option □Contract for Option □Buyer will get institutional financing(I can take a 2
nd

mortgage)

8. If the seller accepts my offer - what paperwork will I need to have with me to be
signed?
Subject To Deal
Option/Option

Seller Financing

Lease

□Subject To purchase Agreement □Standard Purchase Agreement □Purchase Option
Agreement □Release of Information form □Land Contract (buying)
□Lease
Agreement

□Real Estate Power of Attorney
□Warranty Deed to Trustee
□Land Trust Agreement
□Transaction Disclosure

□ Agreement for Deed (buying)
Other Document

□Quit Claim Deed
□Seller Disclosure form
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□Assignment of Beneficial Interest form □Buyer future closing cost form
□Letter to Lender about putting property □Std. Warranty Deed
into a Land Trust

□Letter to Lender about payment

□Escrow letter

It is recommended having at least one of each form with you at all times.
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What Constitutes a Good
Deal Worth Pursuing?
●
●
●
●
●
●
●
●
●

Possible rental that will cash-flow
Distressed seller
Foreclosure
Location
Large equity
Potential appreciation
Motivated seller
Flexible seller financing terms
Large potential profit

Why Do I Think
This Deal Is Worth Doing?
●
●
●
●
●
●
●
●
●

Located in my farm area
Has enough profit for me
The sellers are motivated
The property will cash-flow each month
I can buy low and then assign my purchase agreement
Doesn't need a lot of repairs
Property usually sell quickly in that area
The numbers work
I can take over the seller’s equity
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Why Does This
Property Appeal to Me?
●
●
●
●
●

It has good curb appeal
It is not functionally obsolete
It is in a great rental area
It should sell or rent quickly
It has good profit potential

If I Buy This Property What
Will I Do With It?
●
●
●
●
●
●
●

Fix and rent it
Fix and sell it
Assign my purchase agreement
Keep it long term
Sell it quickly for all cash
Sell it with seller financing terms
Do a Rent-to-Own

Why Do I Think This Property
Has a Large Profit In It?
●
●
●
●
●
●

It has a large equity
The sellers are in Foreclosure
I can possibly do a short sale
It is located in a good area
The seller’s are really motivated
The seller’s bought the property over 10 years ago
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What Is My Goal
If I Buy This Property?
●
●
●
●
●
●
●
●
●
●

Get cash quickly to live on
Get cash quickly to buy more property
Add to my existing rental portfolio for the long term
Make monthly cash-flow
Estate building
Income
Appreciation over long term
Depreciation
Tax savings
I don't have a clue

Would This Property Be
a Good Rental Property?
●
●
●
●
●
●

What will the property rent for each month?
How much do I need for property taxes each month?
How much do I need for property insurance each month?
A maintenance cost each month
A vacancy amount each month
How much do I have left to make the mortgage payment each month?
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How Can I Tell If This is a Good Rental
Property, And Why?
Does the Rent received each month cover the:
● Mortgage Payment
● 1/12th of the Annual Property Taxes
● 1/12th of the Annual Insurance Premium Costs
● Monthly Maintenance Allowance
● Monthly Vacancy Allowance
● Will The Property Cash flow Each Month?
● Is There Any Equity In The Property?
● Can I Sell This House To Someone Who Can Qualify For A Loan And Be
Willing To Raise Their Children In That Neighborhood?
● Or, Is This A Fix and Sell Retail Property?

Is This a Property I Can Sell Quickly?
● What is the median combined family income for the area the property is
located in?
● Is my asking price inline with the price of other houses in the neighborhood?
● Does the property have good curb appeal?
● Is the rehab I plan to do adequate for the price I am going to ask?
● What is the average time on market for houses in that area?
● What percentage of listing price are houses eventually selling for in that area?
● When I list this property what can I do to get Real Estate Agents and Buyers
interested in my property over other available houses in that area?
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Creating "Paper" for Profit and Income
Something for Everyone
Not everyone wants to be a real estate investor and not everyone is financially poor
with bad credit. Some of you might like the sounds of buying and selling notes, Land
Contracts or Agreements for Deed, all known different forms of "paper". Many of you
might be more interested in an all cash business with no tenants and no thrill of
management issues to deal with. I want to dedicate some space to those of you who
think dealing in "paper" might be a better way to make money without physically
owning real estate yet the "paper" will be secured by real estate.
So what is "Paper"? Paper is any document such as a Promissory Note, an I.O.U., A
Land
Contract, a Agreement for Deed, etc., which promises a payment or payments
sometime
in the future. Another word for future payments is "annuities". According to the
universal commercial code to be a negotiable instrument such as a promissory note,
an
I.O.U., A Land Contract or an Agreement for Deed "paper" of any kind there are seven
components that must be included into the document (the note) for any note buyer
or
land contract buyer to be interested in buying.
The "Note" must
1. be in writing.
2. state a date of issue.
3. state the obligation amount.
4. name a "payee" or "bearer".
5. have a "due date" or be "on demand".
6. have an "unconditional" promise to pay.
7. have the maker's signature on it.
I have found that most states "do not" require a "note" to be notarized. This is because
the note contains all of the pertinent details of the loan which is why most notes are
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not recorded in public records. A mortgage that secures the note is usually recorded
that makes reference to the note of even date. Some note-holders will attach a copy
of the note to the mortgage in the form of an addendum then record them both. Just
remember never record any document that has either party's Social Security number
written on it. Because everyone has access to the public records and if a document or
form that has been recorded has someone's Social Security number on it could create
a perfect identity theft situation.
If you plan to deal in the "paper" business there are several things you need to look
for
in the "paper" you buy or sell.
● The property being pledged as the security for the note, land contract or
agreement for deed is "fully" adequate for the amount of the note or more. In
the event of default by the borrower or maker of the note you want to be sure
you will be able to foreclose on the property then sell the property and
hopefully get back what you paid for the paper or your investment balance
owed on the paper you bought.
● The documents: Do the documents have the proper language to give you, the
buyer of the paper the protection you need to considerably lower your risks?
● The past payment track record of the Borrower of the paper you are buying is
extremely important. When thinking of buying "paper" the most important
thing to look for is, does the maker of the paper (the person paying on the note)
pay on time as agreed. This is what is known as "Seasoning".
● What does the payor of the paper do for a living? Does the person paying have
adequate security or cash reserves to ensure that a minor financial problem in
their life won't throw them into a tailspin and cause them to default?
● Is there a title insurance policy guaranteeing good title of the property being
used as the security for the "paper"?
Another thought when selling "Paper" is to tailor make the paper you create to match
the needs of the payee and the payor for every deal you do. Also, each note and
security instrument (mortgage) should be drafted to suit each deal.
Before buying any type of "Rental Property", be sure to check to see if most of the
cash19
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flow is being sucked up unnecessarily in interest. If it is you may want to look for
another property.
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To check to see how this is done, I use loan constants to determine this factor.
The formula to do this is...

The Monthly Payment of the Paper X 12 months
(Divided by)The Outstanding Balance of the Paper
=

The Loan Constant

Let me show you some examples of how to determine what the loan constant is for
each of these different notes.
Example one:

Example two:

Example three:

$973 X 12 months = $11.676
$147,500

= 7.91% loan constant

$500 X 12 months = $6000
$89,000

= 6.75% loan constant

$1000 X 12 months - $12.000
$100,000

= 12% loan constant

Same loan three years later
Example four:

$1000 X 12 months = $12.000
$89,000

= 13.4% loan constant

Same loan seven years later
Example five:

$1000 X 12 months = $12.000
$59,000

= 20.3% loan constant

Remember; the higher the loan constant the higher the percentage of the monthly
payment is going to interest, therefore the cash-flow will always be less.
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Different Types of Income Generated from
Creative Seller Involved Financing
● Interest Income (from an "Agreement for Deed" or a "Land Installment
Contract").
● Assignment Fees (from assigning contracts or purchase agreements).
● Down Payments (when selling).
● Monthly Interest and Principal Income.
● Lease Income (leasing with an option to purchase then sub-lease).
● Option Fees (when selling).
● Rental Income (Buy then rent).
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Using Created Paper to Generate Profits
If you can find a seller who will give you seller-financing terms with a low or no down
payment and a delayed closing in 90 days this will give you 90 days to find a new
buyer who needs seller financing terms for some reason. You now have two options.
1. If you were able to buy the property at 80% of market value you could sell the
Land Contract or Agreement for Deed to a note buyer at the closing table you just
created to the seller. If the note buyer is willing to buy the land contract or
agreement for deed as written they may want to increase their yield 10% to 20% by
paying less for the note than it is written for.
Let's say you agreed to pay the seller $150,000 for their property using seller
financing in the form of a land contract and the Land Contract has no seasoning or
payment history the note buyer will usually ask for a large discount. If you explain to
the seller that you will be selling the land contract at the closing to give them the
money you agree to pay them but to do so they need to allow you to pay them only
80% of the purchase price you wrote on the land contract to be able to give them
that money. If you wrote the land contract with terms that would allow you to
structure this type of deal and still be able to cash-flow the property. Even if you have
to pay more for the property than it is currently worth can still be a good deal.
In this example the note buyer will bring to the closing table in the form of certified
funds a check for $120,000 to give to the seller. You will actually owe the note buyer
$150,000, remember, the note buyer wanted a 20% discount ($150,000 X 20% =
$30,000) ($150,000 - $30,000 = $120,000). The key to make this strategy work is to
get the seller to accept an offer for $150,000 and sign it knowing they will only
receive $120,000 as their total mount due them. Why would the seller do that? To
get their property sold ($150,000 @ 6% for 20 years = $1,069 per month). The note
buyer doesn't care what your deal was with the seller because they know you owe
them $150,000 not $120,000. If the land contract contained 6% interest you agreed
to pay that is what the note buyer will receive. To increase the note buyer's yield
beyond the 6% interest they are receiving they also get a $30,000 discount which
greatly increases their profits.
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If the land contract was written for 20 years let's see how much the note buyer will
receive over the next 20 years for their $120,000 investment.
Payment $1,069 X 240 months = ($106,632 Interest + $150,000 Principal = $256,632 total
received over 240 months)
$256,632 - $120,000 cost to note buyer = $136,632 profit over 240 months (or $136,632
divided by 240 months = $569.30 average profit each month)

If done correctly everybody in the deal wins, you bought a good long term Rental
Property for little or no money down. The seller got all cash at closing and the land
contract buyer gets an actual return on their money long term they are happy with,
everybody wins! If you attempt to do a deal like this be sure to contact a real estate
Attorney to be sure that all of the paperwork and documents you use are correct and
are legal for the state you are doing business in.
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Creating Cash-flow with Seller Financing
● Buy a property with seller financing terms then resell the same property with
seller financing terms to your new buyer making a flip fee or a monthly spread.
● Buy an option on a property for a few dollars then sell the option to someone
who wants to own the property with the great terms you negotiated.
● Buy an asset with notes you currently are receiving payments from every month
then sell the asset for cash and more paper.
● Sandwich lease a property at a low rental amount than re-rent the property but
at a higher rental amount. The net cash-flow is yours every month.
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Different Ways to Make FAST CASH from
Seller Financing
When Buying
● When you buy a property, always ask the seller for all of the contents in the
house and outbuildings that you want. Whatever the seller agrees to leave, have
a yard sale selling the stuff for all cash.
● When you buy a property get the seller to accept your offer getting seller held
financing terms on your "fully-assignable" purchase agreement, then assign
that assignable purchase agreement to a buyer who wants that property more
than you do for a CASH assignment fee.
● Buy a property with seller held financing terms, then immediately sell that
property with seller held financing terms, get a CASH down payment for quick
money.

When Selling
● When selling accept your new buyers "stuff" as partial down payment then sell
the "Stuff" for quick cash such as a boat, car, motor home, jewelry, etc.
● Sell a property you recently purchased that you bought with NO down payment
and long term seller carried financing then resell the property you recently
bought with seller carried financing terms collecting a down payment from your
buyer and sell some or all of the payments you have coming for CASH.
● Sell an Option on a property you already own and are interested in selling for
ALL CASH for a CASH option fee.
● Sell one-half interest in a property you already own to a financial friend for CASH
today.
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Buying and Then Selling a Property for the
Same Price You Paid for It and Making $250
Per Month
Look How Easy It Is to Do!
Few people can comprehend how you could sell a property you just purchased for
the same amount as you just paid for it and still make $250 per month, but it's
easy once you understand how.
Let's say you bought a nice property for $150,000 on seller financing terms that
you are giving the seller 6% interest for 30 years. You then sell the same property
for $150,000 on a 30 year Land Contract or an Agreement for Deed with an 8%
Interest rate. Let's do the math...
You Buy the property getting Seller Financing Terms for...
$150,000 x 6% Interest each year = $9,000 per year
You then Sell the same property giving Seller Financing Terms for...
$150,000 x 8% Interest each year = $12,000 per year
As you can see you receive $12,000 interest each year and you pay out $9,000.
The difference is...
$12,000 - $9,000 = $3,000 divided by 12 months = $250 per month
This simple example shows you how easy it is to make money using creative seller
financing with just a little knowledge. Even if you aren't a great investor with this
one concept alone if you did this just a few times you would be financially free.
This isn't rocket science.
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More Ways to Create Wealth Using Paper
Once you start to acquire enough performing paper to more than exceed your monthly
personal expenses here is a thought how to create wealth using paper with no property
management, no tenants and no sweating or getting dirty. Let me show you a
hypothetical example:
Let's say you are a "paper person" and not a real estate investor. But you have a real
estate investor friend who owns several well located long term Rental Properties but
due to high property taxes and high insurance costs is currently finding it impossible
to break-even with his present rental portfolio. The real estate investor landlord comes
to you practically begging you to help him save his rental property portfolio. He needs
your help that would allow him to break even at the very least or just do anything you
can to help him as he fears if you can't help him he will lose some or even all of his
properties that he planned to use as his retirement fund some years into the future.
Let's say you don't want to own any real estate so you ask how much the investor is
coming up short each month less than what he is taking in each month in rent. He tells
you he needs $500 each month to be at a break-even position. After further discussion
you both are in agreement that in 5 to 7 years the current economic problems we are
all facing in the real estate business will improve and after one or two years the
landlord investor should be able to slowly start to increase rents to help overcome his
current situation. You make the investor this offer to help him.
You offer to pay $500 each month to cover his negative costs for the next 5 to 7 years
for 25%, 35% or 50% of the increased value of all of the Investors Rental Properties
from today through the next seven years from now. If you don't need the income every
month and you have children or grandchildren you could wait until the investor sells
those properties sometime in the future to give your family members money to
enhance their lifestyle. You can make any deal you want. Let's look at the numbers.

30
NO MORE BEGGING NO MORE QUALIFYING NEVER BE FORCED TO USE A BANK TO BUY A
HOUSE
©Copyright Lawrence Harbolt MMDCCLXX A.U.C., All Rights Reserved

Creative Seller Financing – Volume 2
“Analyzing and Negotiating Profitable Seller Financing Deals”
($500 X 12 months = $6,000 X 7 years = $42,000), this will be the amount of your
contribution over the next seven years. This contribution will allow the investor to keep
all of his properties without losing any of them. Let's say the value of each of his 10
rental houses today is $100,000 each for a total combined value of one million dollars
at today's value.
rs Properties will have increased in value the total of (seven years X 8% per year = 56%)
for the sake of simple math if each property is valued today at $100,000 and were to
increase in value 56% over the next seven years each property would be valued at
approximately $156,000 each ($156,000 X 10 houses = $1,560,000 total value in seven
years). If you agreed to pay the monthly negative for the investor for 25% of the upside after seven years your total investment from the paper you hold has allowed the
investor landlords properties to increase $560,000 after seven years. If you agreed to
take 25% of the increase in value ($560,000 X 25% = $140,000) for your $500 per
month investment you would be entitled after seven years to $140,000 for your
$42,000 investment.
If you agreed to accept 35% of the increase in value you would be entitled to $196,000
($560,000 X 35% = $196,000) in seven years for your $42,000 investment. .
But if you agreed to take 50% of the up-side you would be entitled to $280,000
($560,000 X 50% = $280,000) in seven years for your $42,000 investment.
Now I can hear some of you saying, wow, that's too much money back for only a
$42,000 investment. Only you can determine if it is too much or not but let me remind
you of the circumstance the investor was in when he came to you begging for your
help. The investor was in fear of losing his one million dollars worth of Rental
Properties because he could not afford the extra $500 per month to keep all of his
mortgage paid along with paying the property taxes, the Property Insurance and
maintenance costs.
Simply because you had several forms of "other paper" you had purchased giving you
a monthly income spread adequate to cover the needed $500 per month and you
agreed to use the money from your paper to bail out your investor friend instead of
using the money to enhance your lifestyle doesn't it stand to reason that you should
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make a handsome return from your investments? You had to buy those notes you are
using to help your investor friend. Whether you created the paper from other
transactions you did or you bought the paper at a discount there was a cost to you.
The paper you acquired wasn't free to you.
If you hadn't stepped up and help the investor if he had lost his properties he would've
ended up with nothing. You not only allowed him to keep his properties you allowed
him to own them over more time so they increased in value due to inflation an
additional $560,000 in value he would've never seen. So, is asking for 25%, 35% or even
50% of the increased value for your help too much to ask? Only you can determine
whether it is are not. If you think it is too much when the investor refinances some or
all of those properties you allowed him to keep in seven years simply take less, the
choice is yours, let your conscience be your guide. In my opinion anyone in the
investor’s position who is not willing to give up a portion of the up-side of the
properties they are saving to survive today and increase their property's value
$560,000 over time wouldn't have anything if you hadn't helped them. I think they
would be an idiot not to do so.
For the investors reading this don't be afraid to give up a portion of the up-side for
financial help today from a financial friend. Remember, most of something is always
much better than all of nothing.
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The Power Of The Wrap Around Mortgage
Understanding how the Wrap Around Mortgage works is an investment strategy the
wealthy use, and once you learn how it works you can get tremendous yields by
investing very little money because of the magic of compounding. If you learn how the
strategy works compounding your money enough times you will eventually have
enough money to be financially free. After reading the following pages about the Wrap
Around Mortgage you will understand that financial freedom can be achieved with
almost none of your own money.
This is truly a millionaire secret successful investors use, and you should too!
You have a few dollars you would like to invest where you can make better than Bank
returns on your money. You decide to lend to people that invest in Real Estate because
you think real estate is a much safer investment than some of the get rich quick
schemes you've heard about. All you want is a better return than you are presently
making from your Certificates of Deposit, or you're Mutual Funds.
You are a person of integrity and you know other people who know and trust you who
would also like to make a better return on their investments than they are presently
receiving. Most of these people would be happy making a safe, short term 7% annual
return on their money. At the present time they are only making 3% on long-term CD
rates.
One day, a person you know, finds a nice house in a rapidly appreciating area. They ask
if you would lend them $30,000 to acquire this beautiful property. You are somewhat
short on funds to lend at this time. All you have available is $1,000 and they need
$30,000. It doesn't look like this is going to work.
Let's think about this for a minute. You know there is a profit here so how can you put
this deal together and make that profit when you only have $1,000 to lend? You tell
the borrower that you will lend them $30,000? This is what you're going to do and here
are your terms. You will lend them $30,000 at 12% "Interest Only" payments for 12
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months, at which time they must pay you back the entire $30,000. The only problem,
you're $29,000 short of putting this deal together.
This is where your friends that know and trust you come in. You go to one of your
friends and personally borrow $29,000. You agree to pay them 7% "Interest Only"
payments for a 12-month period. In 12 months you agree to pay them back the
$29,000 you borrowed. If you borrow $29,000 at 7% with "Interest Only" payments for
one year the monthly payments will be $169.17. Now that you have the $29,000 you
borrowed add the $1,000 you have giving you the $30,000 that is needed to make the
loan. Next, do a wrap around mortgage on the full $30,000.
You will charge your borrower 3 percentage points for putting the loan together. By
charging 3% points up front on $30,000 ($30,000 X 3% = $900) you get back $900 from
the borrower at the closing. When you get the $900 back at closing you then actually
only have $100 invested in the deal, not $1,000 ($1,000 - $900 = $100). Every month
your borrower sends you a check for $300 as their Interest Only payment ($30.000 X
12% = $3.600 total annual interest, divided by 12 months - $300 each month). And
from each $300 payment you receive you pass along to the person you borrowed the
$29,000 from a monthly payment of $169.17 ($29.000 X 7% = $2,030 annual interest,
divided by 12 months = $169.17). After you pass along to the person you borrowed the
$29,000 from their monthly payment of $169.17 you have $130.83 left over as your
monthly cash flow ($300 income to you each month - $169.17 out to the person you
borrowed
the
$29.000 from = $130.83 left over for you each month). That's a return of ($130.83 for
12 months = $1,569.96) on a $100.00 investment. An investment that you will
eventually get all of your money back on. Not a bad return for someone with virtually
no money to invest.
After receiving $300 each month for 12 months, and then sending your lender
$169.17 each month, when your borrower pays off the $30,000 they borrowed from
you, immediately pay off the $29,000 you borrowed. Send them a check for $29,000.
Now that the loan you made has been paid off you also have your total SI,000 initial
investment back. How do we figure what your return was and how much you made,
let's go over the numbers.
First, you received $900 when the loan was made from points. You also received a total
of $3,600 in "Interest Only" payments. You paid out $2,030 in "Interest Only" payments
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to the person you borrowed the $29,000 from. This leaves you with a total positive
cash flow from the one-year period of $1,569.96. The $1,569.96 was made from the
difference of the interest rates. The difference between what you received (12%) and
what you paid (7%). My figures show a 5% net return on the $29,000 you borrowed.
You also received 12% for one year on the $1,000 you added to the $29,000 you
borrowed (SI,000 X 12% = $120). This looks like a return on borrowed money of
approximately $1,570.00 over one year.
Let's total up what you made:
$900.00 from Points
$569.96 from the Interest spread
$2,469.96 total Profit
Remember, you got your $1,000 back you originally put out. You made $2,469.96 over
a one year period simply because you knew how to leverage someone else's money.
In this deal you had relatively little risk. If your borrower stopped making the monthly
payments to you, you can foreclose on the property yourself. A property located in a
rapidly appreciating area where you could possibly make much more than expected if
you had to foreclose. This doesn't sound like a bad deal to me.
I don't know for sure what your return from this deal was. All I know is it's more than
you would have made leaving your $1,000 in Bank CD's or in your Mutual Fund.
Because you actually had nothing invested when it was all over, I believe your return
on investment was "Infinite". You do the math. I know you're saying:

I Can't Believe What I Just Did, It Sure Was
Easy!
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So How Do You Create
Profit Opportunities with
"Sandwich" Creative Financing Techniques?
A sandwich seller financing technique is very simple. If you as the buyer agreed to buy
a property for a certain price and give the seller a very small down payment, and agree
to make monthly payments on the remaining purchase balance then you sell the same
property to an end user giving seller financing terms at a higher price than you paid,
with a much larger down payment, and with a higher monthly payment than what you
pay for the property you are buying. Since the seller financing agreement is an actual
installment sale it is not necessary for you to get permission from the seller to sublease
or resell the property. If you also sell giving seller financing terms, hopefully you will
collect a high, non-refundable down payment from your new buyer as well as receive
installment payments on the remaining balance which are higher than the ones you've
agreed to make to the seller you bought the property from.
In some cases seller financing deals you will find in today's market will have very little,
if any, back end potential. In fact, the very reason you would be using seller financing
to buy and sell the property is to artificially create some equity in the property where
none had existed before you came along. You can build in this equity by creating long
term seller financing that you can pass on to the end buyer. Since your buyer will be
able to put up a down payment and move right in enjoying years of a hassle free living
as well as benefiting from a tax deductible interest portion of their payments, the
property will have a higher value on the open market.
Let's do an example. (For the sake of simplicity throughout this entire Manual I will use
numbers in my examples that will be easy to calculate. The numbers I use will not be
the actual numbers of my deals). You find a home worth $120,000, that the seller
recently bought for $110,000. In this example the seller only put down 5% of the
purchase price and then refinanced their closing costs into the loan the seller now
owes about $115,000 on the loan, with payments of $761 per month. This is where
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understanding how seller financing works will help you generate money where others
cannot find it. In this example the seller will be unable to list their property with a
realtor. They could but how will the realtor get paid? If the real estate agent sells the
property for 120,000 which is the list price then deduct the 6% or 7% real estate agent
commission which would equal $7200 to $8400. For this example let's say the seller
has made 14 payments which would equal $761 X 8 months of which $1,432 is principal
pay-down of the loan balance . If we deduct a $7200 real estate agent commission
from the $120,000 list price this alone would mean the seller would have to come the
closing with a check for $768 and that will not include any of the Seller’s closing costs
which must be added to the $768. Here is the example.
Amount borrowed
Mortgage payment
Made 8 payments
Current balance

$115,000
$761 per month
$1,432 was principal pay-down of loan
$113,568

If the seller could sell the property for $120,000, which is the actual value of the house
let's see how much money the seller would walk away with from the closing table.
$120,000
-113,568
- 7,200
=$(-768)

Sale price
amount still owed
real estate sales commission
the amount the seller would have to bring to
The closing to sell the property, plus whatever
their closing costs will be.

This doesn't look like a good deal to me. So what could we do with this property? Most
investors would run away from this deal as fast as they could. I suppose the seller could
sell the property using a lease purchase agreement but it would take a long time for
the property to appreciate enough to establish a value of $15,000 to $20,000 dollars
above what is owed to the lender so that they could make a profit. Seller financing
just might be what we need to make this deal work for the simple reason you might
be able to get $5,000 to $10,000 dollars as an upfront down payment from someone
who can qualify for institutional financing.
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So how can we make this deal work? We could do a lease purchase and give the seller
$105,000 for the property. We could give them $10 to $100 as the down payment and
agree that your monthly payments will equal those on the existing loan balance which
is $761 per month for the next 10 years. At that time you agree that you will buy their
house for the remaining loan balance.
Next, you sell the property with seller financing terms to an end user for $120,000 with
no bank qualifying and no credit check, where the buyer would get the same tax
benefits of an interest deduction as though they had bought the property using
institutional financing. All we need is to get the $10,000 down payment and then agree
to finance the remaining $110,000 using a Land Contract or an Agreement for Deed of
the agreed purchase price. If we are lucky enough to find a seller with a fixed low
interest rate 30 year mortgage at 6% interest we will then be able to sell the property
with seller financing terms at 8% interest giving us a 2% spread on the remaining loan
balance and 8% spread on any amount greater than what is owed for the property. The
payment our new buyer will be making each month will be $802 per month for the
next 5 to 10 years when their balloon payment comes due if we had made that a
contingency of the sale.
From this information alone you now know how to make $10,000 to $20,000 on a
property that had no equity. Just learning that has to be worth the price of what you
paid for this course alone!! Since most other investors don't know how to do this type
of deal they will pass on this type of deal almost every time. In today's market there
are Sellers out there that need help and you are the only one with a solution that can
help them.
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Using a Sandwich Lease for Income
In today's market of uncertainty and over-leveraged properties that just won't sell,
using a lease may be the best way to control a property without ownership and the
other costs every property owner must incur to make a monthly income. Many Sellers
are finding it nearly impossible to sell their non-homestead property that they have a
considerable equity position in and who don't want to simply give their property back
to the lender to prevent foreclosure and damage their credit rating for many years to
come many resign to the fact that leasing their property may be the only viable way to
keep their property and keep their mortgage current.
Let's say the property owners have a monthly mortgage payment of $1,375 P.I.T.I.
(principal, interest, taxes and insurance) and you find the property will only rent for
$1,100 per month, why in the world would you be interested in leasing this property?
If you received $1,100 each month from rent you would not only, not make a profit
you would actually be losing $275 each month. This doesn't sound like a good deal to
me, or can it be? Let's think about the property owner situations. For every month the
owner's property is setting vacant it is costing them $1,375 for just the monthly
mortgage payment taxes and insurance. No matter how you slice it the money the
vacant property costs the owner actually will come out of the property owners profits
when they eventually sell the property. Most property owners don't stop to realize
that a vacant house not only doesn't give them any income but actually takes money
out of the owner's savings account every month and eventually out of any profit the
owner gets when they sell the property sometime in the future.
But what if you offer to lease the property from the property owner for five years? At
which time the price of the property may be back to where the property owner may
have some equity or at the very least sell their property for what is owed on the
property. After all costs of the sale of the property hopefully the owner can walk away
with a few dollars in their pocket. If they were to sell the property today they couldn't
get enough to pay off what they owe let alone get any of their equity. In fact, if they
were to sell the property today they might have to bring money to the closing table
just to get their property sold. This doesn't sound like a profitable deal to me.
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If you offered to lease the property from the property owner for $900 per month for
the
next 60 months with the right to sublease the property to a tenant who will live in the
house for $1,100 per month but you could cash-flow that property $200 per month
starting as soon as you have a tenant in place.
But why would the property owner lease you their property for $900 per month when
they have a P.I.T.I, payment in the amount of $1,375 each month. If I've done my math
correctly they would be coming up short each month $475 of what they need to make
their monthly mortgage payment. Let's look at this as a financial problem. Before you
came along the property owner was forced to take $1,375 out of their savings account
every month to continue to own that property. If the property were to setting empty
for one full year the outlay of cash by the owner would total $16,500. Then you came
along and offered to pay the property owner $900 per month to lease the property for
the next five years but your offer is for $475 less per month than what the property is
costing the owner. At this point the property owner must ask themselves, is it better
to take $16,500 out of their savings account or only take out in the first year $5,700
($475 X 12 months= $5,700) this is only l/3rd of what they would be forced to take out
of their savings account in the first year alone. But if the property owner has a
considerable equity position you can probably assume they do not want to walk away
from their property. If they agree to lease the property to you for five years they would
also be getting the benefit of the loan pay-down over that five year period which will
make their equity position even larger.
If they leased you the property for five years taking a monthly loss of $475 per month
they would only have to take out of their savings account over a five year $28,500
($475 X 60 months= $28,500) which is less than if their property had sat empty for
even two years. If they were forced to pay a $1,375 per month while their property sat
empty for two years it would cost the property owner $33,000 ($1,375 per month X 24
months= $33,000). I ask you, which is better for the property owner losing $28,500
over a five year period or losing $33,000 over a two year.
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You could be making $200 each month for 60 months for a total of $12,000 over that
period of time without ever owning the property. Let me ask you, if you could make
$200 per month cash-flow on any property for a five year period when you were
looking for income, would you really care if you ever own that property?
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The Benefits of a
Seller Financing Sandwich Deal
1. You need very little or no money.
2. Your credit score doesn't matter.
3. You don't have to beg for a loan at a bank.
4. You don't need financial friends or partners.
5. You have very little at risk, if any.
6. You have a larger pool of buyers and Sellers to choose from.
7. Nothing shows on your credit report.
8. You can generate fast up-front money that you never have to give back.
9. You can create terrific cash-flow each month.
10. You have "NO" closing costs.
11. You have very little time involved.
12. You can create as large of a portfolio as you want to be able to live the lifestyle
you choose.
13. You have no maintenance or repairs or toilets to unstop.
14. No negative cash-flow each month.
15. You avoid the due on sale issue.
When we talk about "Nothing Down" have you ever thought about offering a seller a
created "Note" in lieu of cash? The note will be a promise to pay sometime in the
future. This might work when you find a property where the seller is stuck on their
price, and you find out it will be difficult to just break even if you pay the seller what
they are asking. If this is the case you could tell the seller,
I'm willing to pay your price and give you the quick closing you want if you agree to
give me my terms.
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Because the income from this property will not be enough to make the monthly
mortgage payment and pay the other costs of owning the property (property taxes,
insurance, maintenance and a vacancy factor) there wouldn't be enough money left
each month to make a payment on the note. Therefore, I will pay you the full amount
of this note plus interest at the rate of _?_% in one single payment all due and payable
in five years (60 months) from closing.
You can only determine if your note has payments or not by the income the
property produces. If the seller accepts your offer you know you have structured a
deal that if you keep the property rented you should be able to cash-flow each
month. Now let's take this deal even farther by creating different ways to generate the
money to help get you extra cash-flow each month. If the property is in good condition
you might be able to increase the rent. If you have a tenant who has a pet you can
charge them a one-time pet deposit of let's say $200, plus a monthly pet fee of $25.00,
for instance.

Sandwich Seller Financing Deals
What to Look For....
1.
2.
3.
4.
5.
6.
7.
8.

Homes in nice areas that need very little, if any work done to them.
Never houses in war zones.
Houses with little or no equity.
Houses not listed with a realtor.
Preferably vacant.
Houses priced no more than the median price for homes in that area.
Houses with payments of.65% to .85% of the value of the property or less.
A flexible seller who is not desperate but really needs to eliminate the burden
of the properties monthly payment.
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Ways to Increase Your Yield from "Paper”
Let's do an example:
You could buy a $50,000, 7% 180 month note (a first mortgage on a good property)
with a monthly payment coming to you of $446.81 for $30,000 cash outlay.
You could sell one-half of the $50,000 ($50,000 divided by 2 = $25,000) note that you
paid $30,000 for if you could find another note buyer who would be willing to give you
$20,000 for that one-half interest in the $50,000 note. You would get $20,000 cash
immediately and only have $10,000 invested in the note (you paid $30,000 then get
$20,000 back from the "note buyer". Depending upon the terms with the new note
buyer each of you would get ($223.41 for 180 months = $40,213), or you could give
the new note buyer the first 90 payments of $446.81 then in the 91st month through
the 180th month you would get the payments of $446.81. Either way, each note buyer
would receive for their investment $40,213.
Either way you're making $40,213 over a 15 year for a $10,000 investment today. You
bought a note, then get cash back and were able to make $40,000 for a $10,000
investment. Is that return on investment good enough for you? I'm not sure what the
rate of return is, I just know it's more than passbook savings are paying or what many
stocks are paying.
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Walking the Mortgage to Increase Profits
This is a term I heard about years ago but I didn't have a clue what it meant. Walking
the mortgage is a term that is used when the seller accepts and allows a "substitution
of collateral" clause to be included in the terms of the sale.
Substitution of collateral or "walking the mortgage" simply means the note-holder
agrees to allow you to change the collateral for the loan which is usually the property
you are buying to another property you own that has fully as much equity or more
than the amount of the note of the property you are buying and is satisfactory to the
note-holder. The seller who gives you seller-financing terms must agree to allow you
to move the collateral to another property and it cannot be done without the noteholders permission. So why would any note-holder agreed to allow the collateral to be
changed? Let's do an example.
You find a house that you can buy with seller financing terms for $150,000. Let's
say you put $5,000 down and the seller is carrying the balance on a land contract
with 7% interest for 20 years at which time the entire amount will be paid off.
The seller wants you to pay them each month for the next 20 years giving them
their retirement income and you agree to pay them for the next 20 years every
month as agreed. The seller uses the house they are selling as the security for
the note. If you do not pay as agreed the seller will get the house back by
default. In your purchase agreement you made your offer contingent upon
having a "substitution of collateral" clause in the land contract language. The
seller agreed to all of your terms and accepted your offer and signed it.
Several months later you get a chance to sell the property for market price
of$160,000. You quickly realize that if you sell the property for $160,000 and
you still owe approximately $145,000 ($150,000 purchase price less $5,000
down payment equals $145,000) after paying the real estate agent a 6% or 7%
sales commission and you're holding costs you will end up with nothing. Here's
where the "substitution of collateral" clause comes in handy. Let's say you have
one property worth $250,000 that is free and clear and you also have two rental
houses with a combined value of $200,000 that are also free and clear.
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You need some cash to crank up your buying machine but you know if you sell
the house you currently have a buyer for you will end up with nothing after
you pay the seller the real estate agent and the closing costs.
If you can get the seller to "walk the mortgage" to one or more of the other
properties you own that are free and clear and allow all the other properties to
become the collateral for the note you have with them would allow you to own
the properties you're selling for $160,000 to be then free and clear with no debt
on it. Just remember, the lender must like the new collateral more than the old
collateral or they will not allow you to "walk the mortgage" to the other
properties. Every lender wants to feel secure that in the event of default of the
collateral they have will be worth more than the amount they are owed. The
more and better the collateral the easier it will be to get the lender to "walk the
mortgage".
In the event of default the lender can force the sale of the collateral they have
to give them the money they are owed. Most lenders who have greater valued
collateral are usually easier to work with to "walk the mortgage". When you
walk the mortgage to the other collateral houses and a house you are selling is
free and clear when the house closes and the entire proceeds from the sale will
go directly to you, the seller. But because the mortgage collateral was moved
to other properties there is no other debt on the property which allows you to
take the proceeds from the sale divide the money into smaller amounts that
can be used to buy several houses that might be rental properties that will give
off enough cash-flow every month to make the payment on the loan you walked
to the other properties you own. Yes, you still owe the money but now you
have the money to buy more property where before you might have barely
broke even when the property was sold. With the money from this sale you
might be able to control several properties with a total value of $1,000,000 or
more. Because of the "substitution of collateral" language in your purchase
agreement you took a nothing deal and turned it into several deals totaling
$1,000,000.
Let's think about the same deal but with a little twist. What if you don't have any free
and clear houses? How could you make the same deal work?
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Simple, find a financial friend who has some free and clear houses you could offer to
split the sale proceeds with if they would agree to allow you to use their free and clear
houses as collateral for your loan. Or, you could do as I showed you in the preceding
example still buy the four houses each worth $250,000 and for allowing you to use
their houses as collateral for your loan give them one or two of the four houses you
buy. By doing it this way you would end up with at least two houses valued at $250,000
each which in my opinion would be much better than selling one house for $160,000
and make no profit from the deal.
Remember what I've always said,

Half of Something is Always Better Than All
of Nothing!!
This is truly a great strategy to grow your wealth.
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Substitution of Collateral
What is Substitution of Collateral?
A substitution of collateral happens when a Mortgagee (Lender or Note Holder)
allows the Mortgagor (Borrower or Buyer) to transfer the mortgage the
Borrower/Buyer signed for the property being purchased to another property the
Borrower/Buyer owns that has equal or greater value and equity.
What are the requirements?
1. Borrower/Buyer must have a large equity in another property.
2. The Lender/Noteholder must approve the substitution, because...
a. The new collateral must be equal or better security for the Note Holder
b. The Note Holder likes the new collateral better than the old and they feel
safer and more secure in the event of a default by the borrower/buyer.
c. The Note Holder/Lender has a personal reason to substitute (usually a
monetary reason).

Substitution of Collateral Clause
"The Seller hereby agrees to accept a substitution of collateral for the amount of this
note by moving the mortgage (or deed of trust) to another piece of property which
the buyer shall designate. The seller shall have the right to inspect such property to
insure the security of the collateral and shall give his/her approval to make the
substitution of collateral, which approval shall not be unreasonably denied.”
What is the reason for substituting the collateral for the loan?
The following pages will explain how the procedure works and why it can help you
generate more profits in a shorter period of time.
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Notice of Substitution of Collateral
The undersigned, herewith files this "Notice of Substitution of Collateral" notifying all
interested persons and parties, their heirs and assigns that from this date forward the
mortgage dated the _______ day of __________________, 20___, and recorded in the public
records of ____________ county, state of _________________, is herewith notified and
amended to substitute the collateral therein described as the security for said mortgage
found in Book _______, and Page ______of the public records of _________________county,
state of ________________ to the real property more particularly described as:
Hereinafter, the real property currently described in said mortgage and note forever released
from the lien of this mortgage and, the lien of same is herewith transferred to the real
property described hereinafter.
This notice is filed pursuant to the terms of that certain "Agreement for Substitution of
Collateral" previously filed herein and recorded in the public records of ____________ county,
state of __________________, found in Book _______, and Page _______ of the public
records of _____________ county, state of __________________.
IN WITNESS WHEREOF, I have set my hand and official seal on this ____ day of ___________,
20.
Signed and sealed in our presence as witnesses:
__________________________________________________________________________
___________________________________________________________________________
_
««« STATE OF

»»»«««<
>»»»

COUNTY

OF

BEFORE ME PERSONALLY APPEARED to me known to be the individual described in and who
executed the foregoing instrument, and acknowledged to and before me that he/she
executed the same for the purpose therein expressed.
WITNESS my hand and seal this

day of

, 20 ___.
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______________________________________
Notary Public
My commission expires:

(SEAL)

Thinking Like A Seller
As I've said all along, there are as many ways to buy a property, as there is property to
buy. The reason for this is the fact that every seller has different issues in their life they
need to address. It is your job to figure out what the seller is trying to accomplish, then
go on to solve the seller’s problem whatever it may be.
There is a myriad of reasons why a seller wants to sell their house. Maybe the size of
their family has grown and they have simply outgrown the house they have. Maybe
the sellers have reached retirement age and no longer need such a large house to take
care of. The sellers may have had a job transfer and need to sell their house quickly.
The sellers may no longer be able to take care of the property or, afford the monthly
payments any longer. The sellers may simply want to rid themselves of the large
monthly payment trying to save their credit score. The house may have back property
taxes owed the sellers can't afford and their lender is threatening foreclosure if they
don't pay those taxes immediately. You will never know what motivates the sellers
until you ask.
Some sellers want only enough money from the sale of their house to accomplish
what they need to do. Some sellers want just enough money from the sale of their
house to pay for the reason they are selling the house. Some sellers want an income
stream while some sellers are simply out of their minds wanting more for their
property than it is worth. However, no matter what the reason why the seller wants
to sell their property it is your responsibility to find the reason why.
I have personally found some sellers only want debt relief while some sellers want as
much money as they can get because they believe that the money they receive from
the sale of their house will be the only money they will have to live the rest of their
lives or to pay off debt or, take that dream vacation they have always wanted to take.
Some sellers believe that the money from the sale of the largest asset they will ever
own is all they will ever have to live a somewhat comfortable lifestyle, when this is
the case most sellers are harder to negotiate with them. Some sellers think they
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deserve the maximum their property is worth when it is in perfect condition even
though they failed to keep the property in good condition.
Based on this logic you will have a better understanding of why sellers say the things
they do. As I said before, this isn't rocket science it's just a fact of life. When you
understand how sellers think, you will be able to put together better and more
profitable deals.

"8" Reasons Why Motivated
Sellers Sell Their Property
1.
2.
3.
4.
5.
6.
7.
8.

They need to relocate.
The Sellers are divorcing or have relationship problems.
The Sellers are having financial difficulties.
The owners are sick of property problems or the thrill of management.
The owners are sick of dealing with tenants.
One of the owners has died.
The owners need to downsize.
The owners need to buy a larger home.
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Why Would a Seller
Give Seller Financing Terms?
1.
2.

3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.

They need quick debt relief.
They were involved in a messy divorce and the property was deeded to either
the husband or wife and they now realize that with only one income they can
no longer afford the house.
To prevent a foreclosure.
They are tired of the thrill of management and just want to sell their rental
property.
They just don't want the property any more.
Getting all cash is not as important to the seller as getting the house sold.
Their personal finances won't allow them to continue to keep the property.
They need to sell to get the property out of their names to avoid a pending
judgment or judgments.
They can no longer physically or financially maintain the property.
They don't need the cash immediately but still want to sell the property.
The sellers are older and want to receive a monthly income.
The sellers who are older may not want to leave their children cash to fight
over or squander when they die.
They want to avoid tax consequences of getting cash in a lump sum.
So the sellers can qualify for a new loan to buy another house.
They are moving to another state or area of the country.

Just to name a few!
(I am not a CPA - check with your CPA to
verify what I am about to explain)
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"6" Ways to Convince the Seller
to Give Seller Financing Terms
1. Tell the Seller that the mortgage payments they will receive in the early years
will be more than 90% interest and less than 10% principal payback.
2. Tell the Seller that over a typical 30 year mortgage period they will be receiving
between 2 to 3 times the sale price for the property.
Example:

$100,000.00 Purchase Price @ 6% for 30 years
+ 114,763.15 Interest Received over 30 years
= $214,763.15 Total paid to Seller over a 30 year period
What if they were selling a $250,000 property?

Example:

$250,000.00 Purchase Price @ 6% for 30 years
+ 289,910.21 Interest Received over 30 years
= $539,910.21 Total paid to Seller over a 30 year period
3. This is done without the seller lending money and the buyer borrowing money.
The buyer simply pays the seller monthly until the property is paid for. The
Seller is NOT required to pay the entire Capital Gains Tax on the profit the seller
receives over what they paid for the property when they bought it. The Capital
Gains Tax is paid only in the year received on the 12 monthly payments paid
by the Buyer on the profit portion of those payments.
Example: (For Simple Calculating)
Seller buys the property for $150,000 on December 31, 2006 with
seller financing terms @ 6% for 30 years with a monthly payment
of $894.85. Seller sells the property for $200,000 on January 2,
2008 with seller financing terms @ 6% for 30 years with a monthly
payment of $1,193.14. This is $298.29 more coming in each month
than going out.
NOTE:
Because the Seller bought the property on December 31, 2006 and then sold
the property on January 2, 2008 the seller will be able to get long term Capital
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Gains treatment as well as 2 years of property deductions on their income
tax.
Seller receives 12 payments each year of $1,193.14
($1,193.14 X 12 months = $14,317.62 each year.)
and they pay out to the lender of person they are paying $894.85
($894.85 X 12 months = $10,738.20)
Let's do the math....
Seller receives
Seller pays out

$14,317.62
$10,738.20
$ 3,579.42 profit or gain each year

Because interest is taxable in the year it is received and because the interest
rate the Seller is receiving is the same as the rate they are paying in this example
there is no gain from interest each year. Because the Seller actually owned the
property in two separate calendar years the Long Term Capital Gains Tax rate is
15% and is only due on the $3,579.42 received by the Seller that year ($3,579.42
X 15% = $536.91 Capital Gain Tax due in that year. If the property had been sold
for all cash the Seller would owe $200,000 sale price - $150,000 seller’s
purchase price = $50,000 X 15% = $7,500 due the year of the sale. Check with
your own CPA to be sure these figures are correct.
4. The Seller's house they are selling will be used as the collateral so in the
event the Buyer defaults the Seller gets to keep what the Buyer has already
paid them, if the Buyer doesn't pay as agreed the Buyer can simply deed the
property back to the seller which will eliminate the need for the Seller to
foreclose on the Buyer which would cause credit damage to the Buyer.
5. Whatever the Seller and the Buyer can agree to do in connection with the
can be enacted. This is provided no laws have been broken if so a workable
plan can be put together. This cannot be done when dealing with
institutional lenders.
6. All deals between the Seller and Buyer can be constructed in a way so both
parties win. Each party can get what they want or need and still make the
deal work and be profitable.
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Seller Financing Can Eliminate
the Need for a Foreclosure
Because the buyer is dealing directly with the Seller of the house if something happens
in the Buyer's life that changes their ability to pay the seller as agreed, there is no need
to foreclose.
When intelligent people, the Buyer and the Seller have the ability to easily change the
terms of the financing agreement with a simple discussion and the use of one form at
anytime they want can eliminate the need to foreclose by filling out a

Mortgage Modification Agreement
With this document you can prevent foreclosure by restructuring the terms of the
financing. By doing this no one has to lose and it can be done easily and quickly.
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Seller Financing IS NOT
the Same as Lending Money?
Many times we have to educate the sellers.
This is a misconception many seller's have who don't really understand how seller
financing works. I've had Sellers say to me when I present my seller carried financing
offer, "I'm not a bank and I'm not going to lend you money" and my responses always
is, "I'm not trying to borrow money from you, like I would from a bank, I'm asking you
to receive monthly payments from me to pay for the house I am buying from you, no
other money than the monthly payment you receive each month from me will be
exchanged (unless a balloon payment will be due)". I then tell them, if you have money
to lend I would love to discuss that with you at some other time.
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Pre-Screening Sellers
If you want to be successful getting seller financing terms you need to quickly
determine which sellers are motivated and receptive to receiving all or part of the
sale price of the property they are selling by receiving monthly installment payments.
This is something you need to quickly discover so you aren't wasting your time
chasing after a creative deal where none will be possible. You need to find out upfront if the seller is willing to take your proposed seller financing offer.
This process starts with just a few questions that can quickly give you the information
you need to know if the seller is truly motivated to sell or not. The following
questions were designed to get you that information. If the sellers are NOT
motivated don't waste your precious time, quickly move on.
1.

2.
3.
4.

5.

Ask the seller qualifying questions...
Why are you moving? - What are your plans? - Where do you plan to
go?
Know what your goals are if you buy this property.
Cash - Long term income – Use
As you talk to the seller fill out the T-Bar. (have a calculator handy)
Ask the seller about any needed repairs... ask qualifying questions.
What repairs need to be done?
How much do you think those repairs will cost?
If talking about a potential rental property, ask the seller...
What do you think this property will rent for?
Then complete the Rent formula to determine what you can pay.
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6.

7.

If seller is motivated ask....
How much are you asking for your property?
How much is the existing mortgage balance?
How much is the monthly mortgage payment?
Does the payment include taxes and insurance?
Are the mortgage payments current?
If not, how many payments are they behind?
Is your mortgage an "adjustable rate mortgage" or a "fixed rate
Mortgage?
Qualify the seller.... For possible ideas how to structure the deal. Ask
the seller what is most important to them at this time.
Getting all cash at closing.
Not having to make the monthly payment.
Not having to maintaining the property any longer.
Moving to a new location.
Creating a monthly income they don't have to work for.
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Thinking Like An Investor
An investor of real estate usually tries to buy hard assets, (the sellers house) at a price,
or with terms conducive to making a profit. If an investor can't make a profit, they
usually have no reason to buy a property unless they plan to live in the house. An
investor who is a true capitalist knows they must always offer a seller something the
seller likes more than what they are giving up. Most sellers are looking for a lump sum
of cash, a monthly income stream, debt relief or any of a myriad of ways to receive
something the seller likes more than what they are giving up.
Now that we have established this fact, as an investor it is your job to figure out what
you can offer the seller that will be liked enough that the seller is willing to exchange
their house for whatever you offered them. If both parties aren't happy with the deal,
it will never happen.
As an investor, your goal may be to acquire property for several reasons. You may want
to make some fast cash by fixing up the property and immediately sell the property for
as much money as you can get. You may want a monthly cash flow that a good rental
property can provide, this can give you some appreciation and an increased value over
time, better tax treatment and mortgage pay-down that increases your equity
position. You may want numerous rental properties that provide monthly cash flow to
help you become financially free by replacing job income. By being financially free, you
may want to pursue other interest or spend more quality time with your family.
The bottom line of being an investor is to create money to benefit your family and
give you more quality time in your life. The following is my final thought about being
an investor. I want you to adopt a philosophy that has taken me years to understand,
and that philosophy is,
As an investor, when you are trying to buy someone's house always remember that
the seller is always trying to buy your money (or your availability to money by means
of a loan) with their house. Never think of the process as you are trying to buy their
house with your money.
Why do I say this, it's very simple. The seller can't buy groceries with their house; they
need your money to buy groceries. Without your money, they can't take that once in
a lifetime vacation they have always dreamed of, or pay off those high interest rate
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credit cards with their house, they need your money to do what they need to do or
they wouldn't be selling. By understanding this idea you now have more control over
your deals because you may not want to use the precious commodity everyone needs
most to buy any one house. You may want to divide the money up and buy several
properties instead of only buying one. Yes, you are in control, so as an investor only
offer what your formulas say you can pay and never pay more unless it benefits you.
Never pay more than the deal can afford. Make sure in the long run, your family gets
the most benefit or you don't have a good reason to do the deal.

Most Investors Don't Buy with Their
Selling Strategy in Mind, But They Should!
Here are a few examples of what I'm talking about....
What You Want

Selling Strategy

How to Buy

Fast Cash

All cash.

Option/Get a Loan $10 down purchase offer.

Fast Cash

Seller financing – sell note
or sell payments for cash.

Seller financing – terms.

Income

Seller financing – terms higher interest rate long term .

Seller financing terms lower interest rate long term.

Income

Don’t sell – collect rent.

Seller financing with
affordable terms.

Income

Long term seller financing
or rent the property.

“Subject To” the existing with a wrap around 2nd.

Estate Building

Don’t sell – collect rent.

Seller financing – long term.

Tax Savings

Sell long-term seller

0% seller financing – long term
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Use

financing.

until paid.

Live in the property.

Seller financing – fixed rate
long-term.

Always Figure Out What's In It For The Other Person

Value is PERSONAL
Value DOES NOT = Dollars $$$
$ Dollars $ DO NOT = Benefits
Seller Has
House to Sell

Buyer Wants
House to Buy

Buyer Gives
Offer to Purchase

Seller Gets
a Purchase Offer

Seller Gives
Deed

Buyer Gets
a New Asset

Buyer Gives
a Note & Mortgage or Money

Seller Gets
Money or Monthly Income

Buyer Gets
The Property
Tax Benefits
Appreciation
Depreciation
Estate Building

Seller Gets
No More Management
No More Maintenance
No More Worrying
Freedom
Income

The New Buyer Gives

A Tenant Gets
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A Lease or Rental Agreement

Use of the Property

The Tenant Gives
Monthly Rent Payment

The Own Gets
Monthly Income

80/20 Rule
As an investor we can never pay more than 80% of the after repaired value of any
property that is in good condition. The other 20% breaks down as follows.
● 1% of After Repaired Value for Cost of Buying
● 1 1/2% of the After Repaired Value per month for Holding Costs. Usually it takes
at least two months to get a property bought and sold even if the property is in
great condition. (Two months X 1 1/2% = 3% minimum.)
● 6% of the After Repaired Value for the Real Estate agent's commission when the
property sells.
● 10% to 20% of the After Repaired Value for a Fair Profit
As you can see there is no way an investor can pay more than 80% of the After Repaired
Value and still make a profit.
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Every Real Estate
Deal Is Nothing
More Than A

Basic
Mathematical
Equation
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If The Numbers Don't Work
You Don't Do The Deal
A Basic Buying Formula
To Know What You Can Offer For A Property
1. You Must Know What the Property Will Be Worth After All Repairs are
Complete.
2. How Much the Selling, Buying and Holding Costs Will be.
3. Know How Much Profit You Want To Make.
4. Know What The Repair Costs Will Be.
5. Know How Much Money You Want to Make to Wholesale The Property or
Assign Your Contract.
6. This Leaves The Maximum Price You Can Pay For That Property Without
Losing Profit.

It's That Simple!
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(2) Buying Formulas

Rent Formula
$
X
equals

Gross Monthly Rental Amount
60%

$

divided
by

(The remaining 40% is used for Taxes, Insurance, Maintenance and Vacancy)

Net Monthly Rental Income
Loan Constant for a ___% ___ year loan

equals

$

Amount Net Monthly Rental Income Will Finance

minus

$

Repair Costs

equals

$

The Most You Can Pay For The Property

All Cash Formula
$

After Repaired Value (ARV)
% Amount Remaining After Costs, Profit & Expenses

X
minus

$

Repairs

minus

$

A Wholesale Fee (Optional) To Flip The Contract

equals

$

Your Maximum Offer
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BASIC
FORMULAS
ARV = (After Repaired Value)
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For ARV of $60.000 or more
Formula:

After Repaired Value X 60% - Repairs – Wholesale Fee
= Your Maximum Offer

After Repaired Value
X 60%
- Repairs
- Assignment Fee (Optional)
= Your Maximum Offer
Example: $100,000 ARV X 60% = $60,000 minus
$8,000 Repairs, minus $5,000 Assignment Fee =
Maximum Offer of $47,000.
$100,000 ARV
X _ 60% (40% of gross rent for holding costs; see other page)
$60,000
- 8,000 Repairs
- 5,000 Assignment Fee (Optional)
$47,000 Maximum Offer
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The Explanation of
How this Offer is designed.
The
"Formula for $60,000 or Greater"
With this Offer I multiply the After Repaired Value X 60%. The remaining 40% can be
broken down as follows:
Cost of Buying
Cost of Holding

=
=

Cost of Sale
Desired Profit
Miscellaneous

=
=
=

1% of After Repaired Value.
1.5% each month of the After Repaired Value.
(4.5% for 3 mo.) (9% for 6 mo.) (13.5% for 9 mo.) (18% for
12 mo.)
3% - 6% of After Repaired Value.
20% of After Repaired Value.
4% of After Repaired Value.

If you total these percentages you will find that they total on average 40% of the After
Repaired Value.
Although these numbers work well for me, you may want to use different numbers
than I do, whatever numbers you use, just be sure your numbers cover all costs.
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Example: You find an $80,000.00 house which needs $8,000 in repairs. You decide to
rehab this house yourself and then sell the house for cash.
Cost of Buying

= l% of ARV =

$800

Cost of Holding

= 9% of ARV =

$7,200 (Holding costs for 6 months)

Cost of Sale

= 6% of ARV =

$4,800 (If sold by a Realtor)

Desired Profit

= 20% of ARV =

$16,000

Misc. Factor

= 4% of ARV =

$3,200 (For forgotten items)

Totals

40%

$32,000

Your Maximum Offer:
$80,000 - $32,000 - $8,000 = $40,000
$80,000 Property Value After Rehab
- 32,000 Costs, Expenses & Profit
- 8,000 Rehab costs
$40,000 Your Maximum Offer
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Hard Money Formula
Formula:
After Repaired Value X Lenders LTV% Repairs
Closing Costs – Assignment Fee = Your
Maximum Offer
Example:
$70,000 ARV X 65% = $45,500
- $8,000 Repairs - $4,000 Closing Costs
- $3,000 Assignment Fee (Optional)
$30,500 Your Maximum Offer
$70,000 ARV
X 65% Lenders Loan to Value
$45,500 Maximum amount that can be borrowed
- 8,000 Repairs
- 4,000 Closing Costs
- 3,000 Assignment Fee (Optional)
$30,500 Maximum Offer
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The Explanation of
The

"Hard Money Loan Formula"
The After Repaired Value
X 65% Lenders Loan to Value
= Maximum you can borrow
- Repair Costs
- Closing Costs
- Assignment Fee (optional)
= The Maximum you can offer without coming
out of pocket with your own money.
Example:

$80,000 After Repaired Value
X 65% Lenders Loan to Value
$52,000 Maximum Loan You Can Get
- 9,000 Needed Repair Costs
- 5,000 Closing Costs
- 5,000 Assignment Fee (Optional)
$33,000 Your Maximum Offer...without coming

out of pocket with your own money. Or $38,000, if you don't wholesale
your contract, or somewhere in between if you do.
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Can A Tenant Afford This House?
Here is a bonus formula I created as an additional way to determine how much you
should pay for a property based on what you believe the property should rent for.
Now that you better understand how loan constants work this formula will give you a
much better idea of what you can pay for a property, simply by knowing how much
you will have left over from the monthly rental income to make a monthly mortgage
payment. This is an easy way to figure how much loan the monthly rent payment will
support.
Use this simple buying formula on every property that you are looking at that might be
used as a rental property to help determine the most you should pay for a property
based on the amount of rent the property should bring in.
This is another buying formula I use to determine the most I can pay for a property.
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Figuring How Much You Can Pay For A
Potential Rental Property From The Gross
Amount Of Rent Received Each Month.
Using A Regular Calculator

$ 850 Estimated Gross Monthly Rent
X

60%

(The remaining 40% is used for Taxes, Insurance, Maintenance and Vacancy)

equals

$ 510 Amount Left After Expenses To Make A Payment

minus

$

50 Desired Monthly Cash Flow
constant

equals

$ 460

divided by

7.34

equals

62.670

minus

$ 8000

Needed Repairs

minus

$ 3000

Wholesale Fee

equals

$51,670

Maximum Offer

(Optional)

(Always Try to Buy For Less)

Loan Constants
15 yr.

5%
6%
7%
8%

20 yr.

7.91
8.44
8.99
9.56

6.60
7.16
7.76
8.37

30 yr.

5.36
6.00
6.66
7.34

The Loan Constant is the loan either you or the
person you will be wholesaling the property to
should be able to get on this property provided
they have a moderately good credit history. In this
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9%
10%
11%

10.15
10.75
11.37

9.00
9.66
10.33

8.05
8.78
9.53

example you are figuring the investor will be able
to get an 8%, 30 year P & I loan on this property.

Loan Constants
●
A Loan Constant is the monthly Principle and Interest payment of $1,000 based
on an Interest Rate and amortized over a specific time frame.
●
Example: if the monthly Principle and Interest payment of $1,000 at 8% for 30
years will be $7.34 per month.
●
If you are willing to pay a seller $100,000 for their property and you could
qualify for a 8% loan for 30 years the monthly Principle and Interest payment would
be $7.34. If you paid $100,000 to the seller and the payment was $7.34 per $1,000 the
formula would look like this... $100,000 divided by $1,000 = 100 (the number of $1,000
increments of the loan) X $7.34 (8% -30 year loan constant) = $734 per month.
100 X $7.34 = $734.00 per month (principal and interest only)
The chart on the opposite side of this page will give you a better idea how you can
determine what your interest and principal payment will be simply by knowing the
interest rate you believe you will be able to get if you were to get an institutional loan
and the price you are willing to pay for a property. Notice the same color in every
column will show basically the same constant. A different interest rate and
different term can still have the same constant.

Always Get Either
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"PRICE" or "TERMS"
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When Buying a Property.
You can:
●
Give the seller their price - in exchange for terms you can live with.
●
Give the seller their price - with a lower payment that will allow you to rent the
property and break-even or make a monthly cash-flow.
●
Give the seller their price - if the property has a first mortgage with some equity
make your payment equal to the payment on the first mortgage and have the
seller carry a second mortgage with no payments and no interest for 5 to 10 years
before you must re-finance or re-negotiate with the seller.
●
Give the seller their price - get seller financing terms with low or no interest.
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Would You Know a Good Deal
if it Looked You in the Eye?
Most investors only know one or two ways to buy real estate and if any property can't
be bought using the buying strategy the investor knows, they can't buy that property.
This is what I call being a one trick pony. To be successful in the real estate business
you must know several different ways to buy property at the very least.
Many new investors are so excited about buying a house that they make bad deals
because of their lack of knowledge. If you plan to make a substantial amount of money
buying and selling real estate, let me give you a very important lesson I learned early
in my real estate career. I learned that every time I tried to buy a property I had to
either get what is known as "Price" or "Terms".
So what is "Price" or "terms"? Let me start my saying that because cash is king and in
most cases the most difficult commodity to acquire we need to control the use of our
cash or the money we can borrow to stretch the farthest to make us the most profit
from its use. Having said that I believe in the conservation of cash philosophy,
therefore if getting access to cash has been a problem for you in the past I know you
realize that you must use that limited amount of cash you have or have access to very
frugally.
When trying to buy a property I can give the seller their price if I can get my terms,
without one the other won't work. Let me explain.
Because I buy houses to keep as rental properties for the long-term I need to buy those
properties with a monthly payment that the rental income from that property can
cover each month. So, if the sellers are determined to get their price I must have
favorable terms so my tenant will be able to cover the monthly mortgage payment
from the rent they pay me each month. Let's do an example...
If the property I am trying to buy will rent for $1000 each month without much
difficulty I know I will only have approximately $600 of the $1000 rent I receive to make
the monthly mortgage payment. The other $400 will be used to pay for property taxes,
property insurance, a maintenance fee and a vacancy fee. L & G ... these numbers are
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a fact-of-life. If you own rental property you need to learn them because they are real
numbers every investor must factor into their calculations if they plan to make money
in the rental business.
These numbers cannot be dismissed. If $600 can't cover the monthly mortgage
payment at the price the sellers are asking, I can't pay them what they are asking. If
the sellers would be willing to give me seller financing terms with a $600 monthly
mortgage payment I could then give them the price they are asking. Let me show you
how this can be accomplished:
By paying a lowered interest rate, if I pay less interest my payment will be less.
I can give the sellers there "Price" or they can give me "Terms" I can afford, but I must
have one or the other. Let me ask you three questions...
If you found a great property in a great neighborhood, a three-bedroom — twobedroom house with a garage and a pool that would easily rent for $1500 each month,
would you be interested in that property?
The seller is asking $1 million for the house, are you still interested in the house?
But, the seller is willing to give seller financing terms with a monthly payment of only
$1,000 for the next 10 years. Are you still interested in the property?
Now do you see what I mean when I say get either "Price" or "Terms"? if the terms are
right the price is irrelevant. If you can cash-flow $500 per month for 10 years do you
really care if you ever own the property, especially if you want a monthly cash- flow?
This is something that is very important if you plan to be a successful real estate
investor.
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Negotiating Tips
1. Value is subjective to each party of any deal.
2. The best deals are based on the benefits each party receives from the deal, not
necessarily getting "ALL CASH".
3. When Sellers tell you they want "ALL CASH" for their property they are not telling
you the truth!
4. Usually Sellers want to use the cash from the sale of the property to buy something
they want or need but they don't just want cash.
5. They want what the cash can get them that they want or need.
6. They may want to use the cash for
1.
2.
3.
4.
5.
6.
7.

Financial Security
Income
To buy another property
To pay off debt
To pay for their children's education
To retire and travel
To do the things they've always wanted to do.

7. Now that you understand more about the way Sellers think it is up to you to figure
out how you can get the things the seller(s) want or need without having to come up
with all cash to complete the deal. Be creative! It has always been my opinion, if I had
$100,000 or the ability to borrow $100,000 why would I buy only one house worth
$125,000 when I could use that same $100,000 cash or my ability to borrow $100,000
to buy 10 houses value at $125,000 totaling $1,250,000. Using the $100,000 I have
access to dividing the $100,000 into ten, $10,000 chunks and use each $10,000 chunk
as a down payment for another $125,000 house, I'm not a math wiz but if I have a
choice of owning one house worth $125,000 or ten houses worth $1,250,000, what
would you rather own?
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Negotiating Face-to-Face
Real Estate is NOT the house business - it's
the people business.
●
●
●
●
●
●
●
●
●
●

All negotiating must be win–win
The sellers must like and trust you quickly
Never try to dazzle a seller with your brilliants
Always get either a good price or good terms
When a seller shakes their head NO in response to something you offered,
offer something else until they shake their head YES
Take your time - never be in a hurry
Make the sellers think you are trustworthy
Try not to act "Slick"
If they only want all-cash ask them what they plan to do with the cash
Offer the sellers a better return than if they were to invest that profit

When dealing with younger people, always ask yourself:
● Have they had a job transfer
● Do they need to buy a bigger house
● Can they afford the costs of owning this property

When dealing with older people:
● Do they need monthly income to survive
● Are they "interest income" sensitive
● Do they need to down-size to a smaller house
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Negotiating 101
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.

Are The Seller's Motivated?
Learn What The Seller's Needs Are.
Solve The Seller's Problems.
Make The Deal Win - Win. Always Be A Problem Solver.
When Negotiating, Don't Be In Too Big Of A Hurry.
Don't Try To Sound Like You Know It All.
Learn What To Say To Sound Like You Have Integrity.
Learn When To Shut Up And Listen
Always Get Either A Good Price Or Good Terms You Can Live With.
Don't Make Promises You Can't Keep.
Don't Walk Away From A Good Deal Over A Few Dollars.

What Are The Right Questions To Ask?
●
●
●
●
●
●
●
●
●

The way you answer the following questions will determine what you
should offer for a property and how you should make your offer.
Does the property have curb appeal?
Is the floor plan functionally obsolete?
What type of neighborhood am I in? Rental - Homeowner - Mixed
Would someone who can qualify for a loan and have small children
want to live in this neighborhood?
What type of buyer will this property attract?
Would I feel comfortable owning this house?
Are the sellers motivated?
If I get this property under contract, will I:
1.
2.
3.
4.
5.

Flip the contract for a fee.
Keep the property - fix it up then rent it.
Fix it up and sell it retail.
Keep the property-sell it as-is offering seller financing.
Fix it up and sell offering seller financing.
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Who on my buyers list wants a property like this in this area?
If I can't sell the house am I willing to keep it for myself?
If I can't get seller financing, how will I finance the deal?

●
●
●

Negotiate With The Seller
a.)
b.)
c.)
d.)
e.)
f.)

Ask The Seller, Why Are You Selling? Then Shut-Up And Listen.
Try To Solve The Sellers Problems.
Convince The Seller That It Is More Beneficial For them To Give You Seller
Financing Than Receive ALL CASH.
Don't Be In A Hurry.
Take The Time To Build-Up The Sellers Trust and Confidence In You Before
Negotiating.
After You Have Determined What The Maximum You Are Willing To Pay For A
Property, Explain Why.

Because Of:
●
●
●

Deferred Maintenance (Needed Repairs).
Back Property Taxes Owed.
All Of The Negatives Of The Property. (Without Being Ridiculous).
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The Investor T-BAR is a useful tool to help you more easily sort out and prioritize what
the Seller wants, what the seller needs, what you as the Buyer want and what you as
the buyer need. I have found over the years that this tool has helped me structure
some of the most profitable deals I have done by helping me think of different ways to
structure an offer based on each party’s wants and needs.
I recommend you examine the following page and use the Investor T-BAR when
negotiating with a seller whether face-to-face or on the telephone.

INVESTOR
T-BAR
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Overcoming Seller Objections
1.
2.

You can give them instant debt relief.
You will stop the seller’s bleeding every month slowly eating up the
seller's profits if they are willing to work with you.
3. You can give them an instant solution to their problem with that
property.
4. You can give them some quick cash (in some cases) to solve their
problems.
5. You can eliminate their thrill of management problems.
6. You will allow them to have more free time.
7. You will save them having to pay a real estate agents commission.
8. You will give them peace of mind - you are an expert in your field.
9. You will guarantee them a written offer.
10. They will soon have no more worries.
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Negotiating Face to Face
Understanding that real estate is not the house business - it's the people business - can
be of monumental value to your financial future. If we as buyers can't show the seller
how we are offering them a win-win situation we will probably never buy their house.
What I'm about to share with you comes from years of sitting across from sellers at
their kitchen table. Spending hours trying to convince the seller to give me seller
financing so I could buy their house and by doing so give them more in the long run
than if I paid them all cash. In the early days of my real estate career, paying all cash
was literally impossible because I not only had no cash; I was in debt so deeply that it
would be virtually impossible to borrow any more money. If I was unable to get the
sellers to accept monthly payments from me I wouldn't be able to buy their house. I
had to learn how to be convincing. When I would make an offer to the seller and they
shook their head "NO", I had to change my offer until they would shake their head
"YES". Many times I couldn't figure a way to convince the seller to accept monthly
payments from me, but over the years I acquired more and more experience by
negotiating with hundreds of sellers, honing my skills and structuring deals that
worked for the seller and me. I learned more and more buying techniques as time went
on. The more I learned about people and their needs, the more houses I bought.
Buying real estate isn't rocket science. Solve the seller's problems and you will buy
more houses. If the seller doesn't get what they want, you probably won't buy their
house. You must become a problem solver. I've learned that most sellers are just like
us. They worry about being taken advantage of and they don't like doing business with
someone who looks 25 years old and is trying to make an impression that they know
everything there is to know about real estate.
Believe me, people know when someone looks 25 years old, they haven't lived long
enough to experience all they want the seller to believe they know and have done.
Most people figure the young person must have taken a seminar or just read a book.
Another thing I've found sellers to be turned off by - when someone is trying to buy
their house in too big a hurry. Most people I've talked to (including myself!) don't trust
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anyone in too big a hurry, especially when they are trying to buy something as
important as the seller's house.
Recently I was involved in negotiations with an elderly gentleman from Chicago who
owns two very nice rental houses in central Florida. By knowing from experience what
the seller's situation was, I knew he was a prime candidate to ask about giving me
seller financing. All I needed to do was convince the seller that I was right, and that's
what he actually wanted to do. This gentleman flew to Florida to meet with me about
buying his two very nice rental properties. He combined his trip as a business trip and
an opportunity to visit his daughter and her family who live in central Florida. We met
at his daughter's house. I sat at his daughter's kitchen table, ate her peach pie, I drank
her coffee, looked at several family albums the old man was very proud of. We also
looked at his son-in-laws tropical tree seed business. I showed the seller pictures of
my children and my grandchildren, I went prepared. We exchanged stories about the
good old days when life was much simpler and much better.
All of this took 5 hours before we mentioned the properties we were there to talk
about. You see I wanted to convince the seller to give me seller financing to buy his
property. I had to convince him what type of person I was. I knew from experience,
if he didn't like or trust me or if he thought I was a fast talker I would have zero
chance to acquire his property the way I wanted. Because he did like me and felt
comfortable and believed he could trust me, well the rest is history.
It's amazing what you can do if you don't get in a hurry. I know from experience this
technique works. I've used it many times.
Because I am truly an honest person who believes that my integrity is everything, it
comes across clearly when I negotiate. Don't get me wrong – not everyone will like
you - but more will if they feel comfortable with you and feel they can trust you.
When I was young, before I had a chance to prove that I was a man of my word, I did
something that worked very well for me. When I could sense a seller wanting to help
me, help a young person with a family but they weren't quite sure if they should or
not, I would always say; "I know you don 't know me very well and I'm not asking you
to trust me. All I'm asking you for is a chance to prove that you can trust me”. You
can't believe the difference in my real estate life that statement has made. The reason
it has made such a difference is because I really am an honest person with integrity.
Believe it or not, when people take a chance on you and you actually do as you say you
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will, most of these people are more than willing to give you a good reference when
doing future deals. It's hard to imagine what that alone is worth to you financially over
your lifetime.
Another thing I have learned over the years? I've learned that you must be able to
recognize what the seller is thinking and what their needs are by what they are saying
and how they are saying it. Let's go a little deeper into this thought and analyze what
I'm talking about. It has been my experience that most of the younger sellers I come
across are usually more interested in getting a lump sum of cash to be able to buy
another house or buy toys. As the great Peter Fortunato says, "The youth of today are
willing to give up a secure financial tomorrow for a more fun and exciting today". If
you understand this, it's a pretty safe bet that when dealing with younger people they
will usually want to get their money out of the deal rather than think about building a
better yield from their investment. Most young people are quite impulsive and usually
want all of their money to either pay off debt or put down on another house.
I've found when dealing with older people, sometimes they are more interested in a
monthly income to supplement their meager income than they are in receiving a lump
sum of cash which in some cases they may lose a large portion to income tax). A secure
monthly income might be what an older person may want, but you'll never know
unless you ask.
Another problem many sellers have is pressing debt that is ruining their credit and their
lives. These people usually want all cash for their property. They want the cash from
the sale so they can pay off the debt that is ruining their life. What if you took
responsibility for the repayment of the pressing debt that the seller wants to eliminate
from their life? If you were able to negotiate a repayment plan to repay the seller's
debt, you could possibly use the amount of the debt you plan to pay as the down
payment of the house. This will work best if the sellers are older and have a substantial
equity position on the property. By doing it this way you could make payments on the
seller's debt you agreed to take over and you could also take over the existing debt on
the property, provided the rent you receive is enough to cover the payments, taxes,
insurance, maintenance and vacancy. You can also rent the property back to the
present owners if they want to stay in the house.
More ideas:
When you find people in foreclosure or pre-foreclosure, usually these people are
several payments behind which also causes the escrow account to be in arrears causing
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the property owner to feel the weight of the world on their shoulders. These people
usually just want their problems to go away so they can sleep nights again. When you
find this scenario, this seller is a prime candidate for a "Subject To". In this case just try
to get the Deed and take over the property subject to the existing debt and make up
the payments in arrears and pay any other loan costs and escrow deficiencies and
attorney fees.
Some sellers may not be behind on their payments. They don't need the money and
they don't care if they sell their property or not. These people may be perfect
candidates to approach to also get seller financing from. Sellers like these people may
have income tax issues and if they were to receive all cash they would lose a large
portion of the money coming to them to income tax. They may be content to take
their equity over a long period of time, pay their capital gain taxes over a long period
of time giving them more money to leverage and grow. You'll never know if you don't
ask.
Some sellers are more interest sensitive than are price sensitive. For these people a
lower price with a higher interest rate may work the best. If this is the case, read and
re-read the section on loan constants and try to get the seller to give you seller
financing.
When asking a seller if they will give you seller financing and they tell you they want
all cash you should ask them one simple question. "What are you going to do with
the money?" When they tell you it's none of your business you should ask them,
Instead of making 1 ½ % or 2% on your after tax money from the sale, wouldn't you
rather make 6% or 7% on your equity. We will use this house or another house of
greater value as collateral. Doesn't that sound better to you?
When you ask a seller if they will carry seller financing, and their response is.... I'm
not a bank, your response should be "Oh really, I wasn't asking for a cash loan, banks
have cash, I was asking you to accept your equity in monthly installments. I wasn't
asking to borrow cash but if you have cash you are willing to lend I'd be very
interested in borrowing some. Sometimes sellers get confused. They think they are
making you a loan when they give you seller financing but they really are not.
Sometimes we need to correct their thinking. It's our job to explain to the sellers the
many benefits they will receive because they are doing business with us. We need to
explain that they will get safe, secure monthly income, a better than average yield on
their equity, long term tax treatment and they get to do business with an honest
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person who pays on time every month as agreed. An honest person they can lend any
of their extra cash to and be secure knowing you will pay them back as agreed
because of your past payback performance. You could become a very important
person in their financial lives because you have impeccable integrity.
Another seller problem you will find is the seller needs cash for personal
emergencies. You may never find out what their problem is, their child may be in
trouble with the law and they may need money for legal fees and bail money. Again,
you'll never know unless you ask.
Some sellers don't really need the money and have several other properties. This type
of seller may want the money to take an annual vacation or buy a new car. They may
be happy getting enough money down to make them feel secure and they also may
be happy getting one annual payment at the time they want to go on their vacation.
They may be happy with a monthly payment large enough to make a car payment for
the vehicle they want. If you find a seller like this, think about what they may want
instead of trying to figure a way to get enough cash to outright buy the property and
pay them off in full. Being completely paid off may not be what they want.
Understanding sellers and their needs is an almost impossible task. But by
understanding why some sellers want and need to sell their property can be essential
to putting together a good deal. By understanding the seller's needs or problems, or
even by getting some basic information about the seller, can give you a distinct
advantage, and a direction to go when negotiating. Again, you won't know what the
seller's needs are if you don't ask.
I have found some younger sellers are more inclined to want a lump sum of cash than
an older person who would rather get a dependable income stream coming in every
month for years, but on the other hand ... Once in awhile you will find a young person
who wants cash to be able to compound the money for financial growth. An older
person might be more interested in a steady income for their remaining years.
This is an individual decision only the seller can make. The needs of the sellers are
personal and it will be impossible to guess what those needs are. Everyone is not the
same, they all have different issues. One size solution does not fit all needs.
By finding out what the seller's needs are, it will give you a position of power when
negotiating. Here are some seller issues to think about.
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1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.

When dealing with older people, do they need cash flow to survive?
When dealing with sellers of all ages, do they need money to buy another house?
When dealing with sellers of all ages, do they have pressing debt?
When you find a tired landlord, are they tired of management?
When dealing with older people or investors, are they more interested in interest
than anything else?
When dealing with sellers of all ages, do they have a personal emergency?
When dealing with sellers of all ages, usually young people, do they need cash for
a car or other item?
When dealing with sellers of all ages, do they need money to pay for a medical
debt?
When dealing with sellers of all ages, are the sellers having trouble taking care of
the property?
When dealing with sellers of all ages, are the sellers having trouble making the
monthly payments or paying the property taxes?
When dealing with young to middle aged sellers, have they had a job transfer to
another area?
When dealing with sellers of all ages, are they about to lose the property to
foreclosure or bankruptcy?
When dealing with middle age to older people, are they down sizing and want to
move into a smaller property?
When dealing with sellers of all ages, are they deep in debt and extremely credit
conscious and are most interested in saving their credit?

I believe the biggest secret wealthy and successful real estate investors have is to
always ask the seller "what they want" and "what they are going to do with the money
they receive if they get all cash when they sell".
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Different Items That Can Be Negotiated
In Your Seller Financing Deals
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.

"Price" or "Terms"
Seller Financing terms
The Interest rate
Having a Balloon payment
Having a monthly payment, an annual payment or NO payment
A Moratorium on payments (no payments for a period of time)
Seasonal payments
A pre-payment discount or no early payoff penalty.
Substitution of Collateral
Subordination
A wrap-around Note and Mortgage
An Option to purchase
A Lease with an Option to purchase
A long escrow period
A Life Estate (seller retains control and/or use until they die or sell)
The Down Payment amount
Who pays the closing costs
The date you close.
Sole Liquidated Damages (when buying, your earnest money deposit is all you
can lose if you don't close).
Trade in lieu of a cash down payment (car, boat, other property)
Using a created "Note" for the down payment
Work for Credit
Either wrap or take subject to the existing financing
Having a Due-on-Sale clause or not
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Fact:
Over 50% of all real estate sales include some sort of seller help. So if this is true why
is seller financing rarely used except by real estate investors? I would say it is because
of a lack of knowledge about how it works!
When making a seller financing offer ask to the seller:
What is more important to you, price or terms? In other words, are you more in
interested in getting "all cash" or "getting your price"? We can do this one of two ways,
you set the price, and I'll set the terms, or you Can Set the terms (the payment amount
or the length of the term of the payback), and I'll set the price! Which would you
prefer?
If the seller wants their price in cash, I recommend walking away because that seller is
not motivated enough yet!
I have always found it helpful to ask the seller a series of questions to help me better
determine if the Sellers might be receptive to taking their equity in monthly
installments or not. I might add that in all cases you really can't be sure whether they
will or not unless you ask them. I ask questions such as:
● What do you plan to do with the money you get from the sale of your
property?
● Where do you plan to go after you sell your property?
● Tell me about your plans to move to.
● If you put the money from the sale of your property into your bank what
rates are your bank paying right now?
● If I was willing to pay you more interest than your bank is paying is there any
reason you wouldn't be willing to accept that?
● You realize that you wouldn't be lending the money, what you would be
doing is getting your equity in monthly installments. We will use the house I
am buying from you as the collateral so if I don't pay you as I agreed to do I
will simply give you your house back.
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If the Sellers are not receptive to any of my questions, I ask my final question. Would
you be willing to sell me your house and accept your equity in monthly installments
until I pay you off in full? If the seller isn't willing to let me pay them every month for
15, 20 or 30 years I could put a balloon payment into the agreement which means after
a specific period of time such as 5 years or 10 years I would be required to pay the
seller all of what I still owe them by either paying them in cash or refinancing the
property. I personally never want a balloon payment due in less than five years. I
always put into my purchase agreement language that reads (if a balloon payment is
required):
Buyer agrees to pay seller the balance of all money due in 60 months or less unless
buyer finds it impossible to find affordable financing. If buyer finds it impossible to find
affordable financing seller agrees to extend the balloon due date six additional months
at that time, and will continue to extend in 6 month periods until buyer is able to get
affordable financing to pay the seller. Buyer will make every effort possible to pay off
the balloon payment when due.
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Let's Review
Always Ask the Seller
1. Try to find out what the Sellers discomfort is, the reason they are selling.
2. Find out what they are trying to accomplish by selling their property.
a) Where do they plan to go?
b) What do they plan on doing with their lives?
c) If they want to move ask them to "tell you all about where they are moving
to or what they will be doing". Help them focus on how wonderful it will be
where they will be going and how much the house they are selling is holding
them back.
3. Find out what they need and want after selling their property.
a) Money to buy more real estate
b) Monthly income
c) No more management
d) Debt elimination
e) Tax savings
4. Ask them what they plan to do with the money from the sale of their property.
a) Put the money into a savings account
b) Pay for their children's college education
c) Travel
d) Live from the interest generated from the money received from the sale.
Then structure an offer to give the seller part or all of what it is they want.
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The Five Key Steps of
Solving Sellers Problems
1.
2.
3.
4.
5.

Look for seller motivation.
Ask the seller Why They Are Selling Their Property (is there a ticking time
bomb about to go off in their life)?
Then Shut Up and listen to what they tell you.
Figure different ways to solve the Seller’s issues or discomfort. Why they are
selling their property.
Make an offer that is a win-win solution that is good for both parties.

Rules of Thumb for Real Estate Investors
Most real estate investors have their desired profit in mind before they buy any
property. The following chart can be used as a guideline to determine your
approximate desired profit determined by the house value you are buying.
Minimum Desired Profit
$10,000
$15,000
$20,000
$25,000
$30,000
$35,000
$40,000
$45,000
$50,000

House Value
$60,000 to $80,000
$80,000 to $120,000
$120,000 to $150,000
$150,000 to $180,000
$180,000 to $225,000
$225,000 to $250,000
$250,000 to $300,000
$300,000 to $350,000
$350,000 or more

You must be realistic determining the amount of profit you want from every deal you
do. This chart is only what many investors consider to be the minimum profit they wish
to make when buying houses of different values. This is only an example! There are
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many factors that will dictate how much profit you will eventually make on any
property you buy, things such as
➢
➢
➢
➢
➢
➢
➢
➢
➢
➢
➢

The neighborhood in which the property is located.
The size of the property.
The location of the property.
The cost of the property.
The economic factors of that area.
The income of the people who live in that area.
The amenities the property has.
The existing debt on the property.
Any delinquent property taxes.
Any delinquent mortgage payments.
Any judgments, liens or code enforcement issues attached to that property.

Just to name a few!
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What Is A Contract?
A Contract Is an Agreement between Competent Parties (best in writing for real estate)
To Do or Not To Do Certain Agreed Things For Some Form Of Consideration.
To Have A Valid Contract For The Sale of Real Estate There Must Be:
1.
2.
3.
4.
5.
6.
7.
8.

An Offer.
An Acceptance.
Competent Parties.
Consideration.
Legal Purpose.
In Writing.
The Legal Description Of The Property.
Signatures of Each Principle Party or Their Trustee or Attorney-in-Fact.

A contract sets forth what each party agrees to do so nothing is left to memory. This is
why a real estate related contract should always be in writing.
Check to see if the state you buy houses in allows for a period of time where a principle
party of a contract can back out of a deal after the contract has been signed. This is
commonly known as a "Right of Rescission" period.
This is very important information to know. You don't want anyone who buys one of
your houses to be able to back out of the deal.
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Writing An Offer
How To Write A Real Estate Purchase
Contract
One of the questions I am asked the most is, "What paperwork do I use?" For the
purpose of learning how to buy a house, I am providing on the next few pages a Real
Estate Purchase Contract (Offer) found in Mark Warda's book, "Essential Guide To Real
Estate Contracts".
I have provided a Real Estate Purchase Contract where I have annotated each section
of the contract so it tells the buyer's view, (that's you) of what each section means.
The annotated Real Estate Purchase Contract will tell you what each section of the
contract (offer) does and why.
I have never seen this done with a purchase contract (offer). I would like to say that
any one contract (offer) will not fit every deal. I do not recommend
using the standard form real estate contracts found in the stationary stores
because all contracts (offer) need to be tailored to the specific deal. The contract
(offer) provided will work just fine to get started.
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The "Purchase Price" section addresses how much and where the deposit will be
held,and it allows the buyer to decide whether they plan to get a new mortgage, take
over by assumption the existing financing, take over the existing financing subject to
the payment terms, and the balance due at closing.
*You as the Buyer would prefer as small of a deposit as possible, such as $10 or $100
or $500, held by a neutral party such as a title company or a real estate broker. The
Buyer would also like to specify the terms of the mortgage that he/she wants.
Otherwise, if interest rates go up he/she will be required to buy the property at the
higher rate. See the clause for "Financing Contingency”
2. FINANCING CONTINGENCY: Contingent upon Buyer obtaining a firm commitment
for a loan of at least $__________, at a maximum interest rate of _____%, for a term
of at least _____years. Buyer agrees to make application for and use reasonable
diligence to obtain said loan.
The "Financing Contingency" clause allows the transaction to be contingent upon
the buyer obtaining a loan with which to purchase the property.
*You as the Buyer would like to have your deposit refunded if you cannot obtain a
suitable loan.
3. EXISTING MORTGAGE: Seller represents to Buyer that the existing mortgage on
the property is held by ________________ and bears interest at _____% per annum
with monthly payment of $ __________principle and interest plus $ __________ for
escrow. Said loan is fully assumable under the following terms:
The "Existing Mortgage" (Deeds of Trust) clause explains what the terms of any
existing mortgage already on the property which will not be paid off at closing,
what will happen to the existing escrow money, and whether the buyer will assume
the mortgage or merely take over the payments.
*You as the Buyer want to know all of the terms of any existing mortgage and want
to pay as little money as possible to take over the loan.
4. CLOSING: Closing shall be on or about, 20, at the office of an attorney or closing
agent designated by Buyer.
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The "Closing date and Place" clause shows where and when the required
documentation will be signed and delivered to finalize the transaction.
*You as the Buyer want the closing to be held at a time and place convenient for
you.
You should also know, if "time is of the essence" is used in a contract the dates and
times must be strictly complied with .
5. ACCEPTANCE: If this offer is not executed by both parties on or before
___________________, 20___ it shall be void and Buyer's deposit returned.
The "Acceptance" clause tells the party receiving the offer how long they have to
accept the offer.
*You as the Buyer want the Seller to quickly decide whether or not they will accept
the offer or not, but you as the Buyer want to have as long as possible to decide if
you will be giving a counter-offer.
6. TITLE EVIDENCE: Seller shall purchase and deliver to Buyer at or before closing a
title insurance policy, or if it is the prevailing custom in the locality, an abstract of
title.
The "Title Evidence" clause provides when the evidence of seller's title will be
provided to the buyer, provide a title insurance policy, and tell who will pay for it.
*You as the Buyer want to examine the title policy as soon as possible at the
seller's
expense.
7. TITLE DEFECTS: In the event title is found to be defective, Seller shall have 60 days
within which to remove such defects. If Seller is unable to cure them within such
time, Buyer may cancel this Contract and have all earnest money refunded or may
allow Seller additional time to cure. Seller agrees to use diligent effort to correct the
defects including the bringing of necessary suits.
The "Title defects" clause explains what will happen if the seller's ownership of the
property has legal problem.
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*You as the Buyer want the seller to fix any title defects immediately at the seller's
expense or be able to cancel the deal
8. EXPENSES: The parties herein shall each pay half of the fees and costs for
documentary stamps and transfer and recording fees.
The "Expenses" clause tells who will pay the various costs of finalizing the
transaction.
*You as the Buyer want to pay as few expenses as possible, even if it is
"customary"
for the Buyer to pay them.
9. PRORATIONS: Real and personal property taxes shall be prorated according to
the last available bill and no future adjustments shall be required. Rents shall be
prorated as of the date of closing and tenant deposits turned over to buyer.
The "Prorations" clause explains how the ongoing costs of the property will be
divided at the closing.
*You as the Buyer want full credits from the seller for all property taxes owed and
rents and security deposits already paid
10. INSPECTION: This Contract is contingent upon Buyer's inspection and approval
prior to the transfer of title. Seller shall provide access to buyer or buyer's
representatives as requested and not unreasonably withhold access to the property.
The "Inspection" clause makes the transaction contingent upon an inspection and
approval by the buyer of the property.
*You as the Buyer will want to examine the property immediately before closing to
be sure the property is in good condition and the contract is complied with. This
also can be one your escape clauses if you find problems with the deal.
11. SPECIAL ASSESSMENTS: Certified, confirmed and ratified special assessment liens
as of date of closing (and not as of Contract date) are to be paid by Seller. Pending
liens as of date of closing shall be assumed by Buyer.
The "Special Assignments" clause explains who is to be responsible for any existing
or pending Assessments against the property. Assessments are a type of taxes
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against a property levied so the owner must pay for some special cost such as
improvement of the road in front of the property.
*You as the Buyer want the seller to pay for any special assessments levied and
pending against the property.
12. LIEN AFFIDAVIT: Seller shall, as to both the real and personal property being sold
hereunder, furnish to Buyer at time of closing an affidavit attesting to the absence,
unless otherwise provided from herein, of any financial statements, claims of lien or
potential lienors known to Seller, and further attesting that there have been no
improvements to the property for 90 days immediately preceding the date of
closing. If the property has been improved within said time Seller shall deliver
releases or waivers of all mechanic's liens, executed by general contractors,
subcontractors, suppliers and materialmen, in addition to Seller's lien affidavit,
setting forth the names of all such parties and further reciting that in fact all bills for
work to the property which could serve as a basis for a mechanic's lien have been
paid or will be paid at closing.
The Lien Affidavit" clause guarantees the buyer that there are no outstanding
financing claims against the property that will not be paid before title transfers.
*You as the Buyer want the seller to give you an affidavit at closing stating that
there are no liens on the property. This is usually required by the closing agent and
usually includes such bills as water, sewer, etc.
13. TERMITES: Within 30 days of closing the premises shall be inspected by a
certified Pest Control operator acceptable to Buyer and the cost of said inspection
shall be paid equally by Buyer and Seller. In the event infestation by wood destroying
organisms is indicated, either party may cancel this Contract or Seller may treat the
premises at his/her/their expense.
The "Termite" clause provides who will pay for a termite inspection and what will
be done if infestation is found.
*You as the Buyer want the seller to deliver the premises free of wood-destroying
organisms and pay for inspection and treatment if needed. You should have the
option to back out of the deal if infestation is discovered.
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14. PERSONAL PROPERTY: The following personal property is included in the
purchase price and sold an "asis" condition: ________________________________
_____________________________________________________________________
____________________
The "Personal Property" clause shows exactly what moveable personal property is
going to be included in the sale.
You as the Buyer want to know what personal property will be included in the
purchase, in working order at the time of closing.
15. PLUMBING & ELECTRICAL: Major appliances, heating, cooling, electrical and
plumbing systems to be in working order as of six days prior to closing. Buyer may, at
his/her/their expense, have inspections made of said items by licensed persons
dealing in the repair and maintenance thereof, and shall report in writing to Seller
such items as found not in working condition prior to taking possession thereof, or six
days prior to closing, whichever occurs first. Unless Buyer reports failures by said
date, he/she/ they shall be deemed to have waived Seller's warranty as to failures
not reported. Valid reported failures shall be corrected at Seller's cost. Seller agrees
to provide access for inspection upon reasonable notice.
The "Plumbing and Electrical" clause tells what the condition of the Plumbing and
Electrical systems will be at the time of closing.
*You as the Buyer want the property to be in the best possible condition at the time
of closing with any corrections needed to be made at the seller's expense.
16. RESTRICTIONS & EASEMENTS: Sale contingent upon property being free and
clear of any easements or restrictions which adversely affect the value of the
property to Buyer.
The "Restrictions and Easements" clause gives the buyer an option to check out
either that might affect the planned use of the property and allow the buyer to cancel
the contract if they do exist Restrictions are rules that affect the use of land having
been placed on the land by a prior owner. Easements are rights of other parties to
use parts of the land.
*You as the Buyer don H want to buy a property if any restrictions or easements
prohibit the intended use of the property or adversely affect its value.
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17. ZONING & ORDINANCES: Property to be conveyed subject to governmental
zoning and ordinances.
The "Zoning and Ordinances" clause makes the transaction contingent upon no
existing zoning or ordinances violations adversely affecting the buyer’s planned use
of the property.
*As a Buyer you want to be sure that there are no outstanding violations against the
property that you will have to correct and pay for. You will want the seller to pay for
the violations.
18. VIOLATIONS: Seller represents to Buyer that he/she/they has/have received no
notice of violation on the property of any building, health or other governmental
codes or ordinances.
The "Violations" clause guarantees that the property does not violate any existing
law.
*You as the Buyer don't want to find out after the closing that the property is in
violation of several codes violations and that thousands of dollars worth of repairs
are not needed.
19. POSSESSION: Seller shall deliver at closing subject to existing tenancies, if any.
The "Possession" clause guarantees that the buyer will have possession of the
property, except for any legitimate tenants, who live at the property at the time of
the sale and that no other people will be in the property that will need to be
removed.
*You as the Buyer want possession of the property at closing or receive some form
of compensation for any delays.
20. RISK OF LOSS: If the improvements are damaged by fire or other casualty prior
to closing, Buyer shall have the option of either taking the property as is together
with the insurance proceeds available by virtue of such loss or damage, or of
canceling this Contract and receiving return of deposit(s) made hereunder.
The "Risk of Loss" clause explains what will happen in the event the property is
damaged before the transaction is finalized.
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*In the event any part of the premises are damaged or destroyed before closing,
the Buyer may want to take the property as is and damaged and get an assignment
of the insurance proceeds or have the right to cancel the contract.
21. DEFAULT: If the Buyer fails to perform under this Contract within the time
specified, the deposits) paid by the Buyer may be retained by the Seller as Sole
Liquidated Damages, consideration for the execution of this Contract and full
settlement of any claims, whereupon all parties shall be relieved of all obligations
under this Contract. If for any reason other than failure of Seller to render his title
marketable after diligent effort, Seller fails, neglects, or refuses to perform.
The "Default" clause tells what each parties rights are if the other party fails to fulfill
any of their obligations under the contract.
*You as the Buyer will hopefully include enough contingencies to avoid a default, but
in the event you do default you'll want your liability to be as low as possible. The
buyer should put down as small of a earnest money deposit as possible.
22. CONVEYANCE: Conveyance to Buyer(s), Buyer's heirs or assigns shall be by General
Warranty Deed subject only to matters excepted in this Contract. Personal property
shall be conveyed by an absolute Bill of Sale with warranty of title subject only to such
liens as provided herein.
The "Conveyance" clause tells what type of deed will be given by the seller to the
new buyer.
*You as the Buyer will want a Warranty Deed guaranteeing the title to the property
is good so if there is a problem with the title in the future you can get your money
back from the seller. The buyer will want a bill of sale on any personal property
included in the deal to prove that you have bought it.
23. SEVERABILITY: In the event, any option in this Contract is held to be
unenforceable, or against public policy, such holding shall not affect the validity of
the remainder of the Contract unless it materially alters the terms hereof.
Sometimes a contract can be declared void by a court because one option in it is
found not to be legal. To avoid the whole contract being thrown out because of one
option, a severability clause is used to prevent this. This clause says that if the
contract is declared void due to one part being invalid, the entire contract is not
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invalid. This option is an important part of any deal, although the person who is
presenting the contract might not want the contract to be upheld if they want out
of the deal.
*It’s good if both parties want a severability clause since it would support the
validity of the contract This clause works best when a contract is drawn up to favor
one side very strongly.
24. OTHER AGREEMENTS: No prior or present agreements or representations shall
be binding upon the parties unless incorporated into this Contract. No modification
or change in this Contract shall be valid or binding unless in writing and signed by
the party to be bound thereby.
The "Other Agreements" clause declares that no terms of the deal are not included
in the contract.
*In most cases neither the buyer or the seller wants the other party to say that
they were promised something not contained in the contract, or that the contract
did not cover everything that had been agreed upon.
HAVING READ THE FOREGOING, THE UNDERSIGNED HEREBY RATIFY, APPROVE AND
CONFIRM
THE SAME AS OUR AGREEMENT.
WITNESSES:
_____________________________

SELLERS:
_____________________

BUYERS:
_________________________________________
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Optional Space for Notary
(See example below)
STATE OF ____________________
_______________

COUNTY OF

The foregoing instrument was acknowledged before me on this ____ day of _________,
20____ by
____________________________________________ who is personally known to me or has
produced _____________________ as identification.
SEAL
________________________________________
Notary Public
My commission expires: ____________________
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Write An Offer
a) Write An Offer For Each Property Based On The Results Of The Buying
Formulas.
b) Know And Understand What Is Written In Your Purchase Agreement.
c) If You Plan To Wholesale Your Purchase Agreement, Always Create A Good
Deal For The Person You Are Flipping Your Purchase Agreement To, and Make
Sure It Is Assignable.
d) Make Multiple Offers
● Try To Get The Deed First.
● Try To Get Seller Financing At 0% Interest, (Until Paid In Full).
● Try To Get 6% Interest For 30 Years.
● Try To Do A Split Funded Deal, (Some Cash Now - The Rest Later).
● Do A Lease Option (Rent To Own).
● Get An Option (Today's Price Sometime In The Future).
● All Cash (Your Last Choice).

Good Deals Must Be Created - They Don't
Fall Out Of The Sky!
111
NO MORE BEGGING NO MORE QUALIFYING NEVER BE FORCED TO USE A BANK TO BUY A
HOUSE
©Copyright Lawrence Harbolt MMDCCLXX A.U.C., All Rights Reserved

Creative Seller Financing – Volume 2
“Analyzing and Negotiating Profitable Seller Financing Deals”

Picking the Right Closing Date
Did you know that by simply changing the date you close on a property you are
buying, or selling by just a few days can give you much more time before the first
payment is due. From a buyer's point of view, you don't ever want to close on the
first of the month. Let's do a little thinking before we make an offer to buy a
property. I want to discuss how a well selected closing date can make a big
difference.
If you are buying a rental property ....
Never close on the first of the month, always try to close on the 3rd to the 5th of the
month, and here is why. In most cases rent is due on the first of the month so the
seller must pro-rate the rent for the month you are buying the property even if the
rent hasn't been collected yet. The reason for this is because the seller owned the
property when the rent became due, on the first of the month; therefore insist that
any uncollected rents be paid to you by check or in cash at the closing and not a
credit on the purchase price.
If you get the money from the uncollected rents from the seller you will probably
have most, if not all of the money for the first mortgage payment already in hand so
when the first mortgage payment is due you won't have to sweat about where you
will get the money.
If you are buying and getting a conventional loan to buy the property, by knowing
what day to close can make up to a 45 day difference before the first mortgage
payment is due.
If a mortgage payment is due on the first of the month, it is usually payable by the
10th to the 15th of the month giving the borrower a grace period of up to 15 days to
make the mortgage payment without showing late on the borrower's credit history.
When I buy where I am getting a conventional loan to buy the property I try to close
on the 16th of the month, if it doesn't fall on a weekend or a holiday. If you were to
close on the 12th or the 13th of the month your first payment will be due on the first
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of the following month. Here is an example...
If you close on June 12th your first payment is due on July 1st. If you have a 15 day
grace period you would have 33 days before the first payment would be considered
late.
But if you were to close on June 16th your first payment will be due on August 1st. If
you include your 15 day grace period your payment will not be considered late until
August 15th.
If you close on the 16th of the month you will have just under two full months before
your first payment will be considered late. You will have another month to
accumulate the money before you have to make a mortgage payment.
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Counter Offers
How To Make Them
A counter offer follows a rejection by a seller that has just received your offer and does
not think you offered either enough price or they did not like the terms or conditions
of your offer. To get any offer accepted, both the buyer and the seller must receive
what makes each party happy.
If your offer has been rejected, you must now recalculate your numbers or your terms
and conditions. If you made a low money offer you might be able to still make the deal
work for you and give the seller part of what they want. Remember, the seller has a
house you want, and you have money the seller wants.
The idea is to come to some middle ground to get this property under contract and
under your control. You can't wholesale or assign your contract for compensation
unless you first have the property under contract with a signed purchase agreement.
Let's say you offered $46,000 on a house needing virtually no repairs with an after
repaired value of $72,000, ($72,000 X 70% = $50,400) the seller is asking $62,000 and
you know they are very motivated.
When you calculated your numbers using the formulas, you decided that
approximately $51,000 was the most you could pay without jeopardizing any of you
profit ($72,000 X 20%= $14,400).
Now the Seller has rejected your $46,000 offer and countered back to you saying they
want no less than $58,000. You now counter back to the Seller that you will raise your
price no higher than $49,000.
The Seller rejects your counter offer of $49,000 saying the will now take no less than
$55,000. You will now counter offer them at $52,000. Let's say they accept your
$52,000 offer. What you have done is get the Seller to come down on their price from
$62,000 to $52,000.
You know that you have paid $1,000 more than your maximum offer, but instead of
making a $14,400 in profit, you make approximately $13,400. Is that good enough?
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The following page is an example
of a letter I send along with my
purchase offer, or offers, to a
seller explaining why my offer is
considerably lower than the
asking price.
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October 24, 2006

Mr. and Mrs. Seller
1234 Anywhere town Ohio.
Dear Mr. and Mrs. Seller,
Please review the offer I have prepared to buy your property. I feel my offer is
appropriate for the age and condition of the property. My offer is for as much as I feel
the present income from the property will support. After inspecting the property from
the street I have determined the property to need considerable cosmetic repairs. This
repair work would be needed to bring a higher value and more income. With the
property in its present condition I believe my offer is in line with the properties
present value. I understand my offer is considerably less than you are asking. If you
know of any reason the property should be worth more, please call and let me know
so I can adjust my offer accordingly.
Both of you please review and sign the offer you like best, notarize it and send it back
to me as soon as possible.
You can call me anytime if you have any questions at (727) 510 - 4330 daytime, or
(727) 798 - 6543 evenings EST.
My mailing address is:
Ima Buyer
P.O. Box 111
Indian Run, OH. 33543
Thank You,
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Have Your Title
Company Do A
Title Search
What Is A Title Search?
When someone in the Courthouse checks to see if there are any other Liens or
Judgments against the title of the property other than the Existing Mortgage and
Property Taxes.
Some other possible Liens or Judgments
●
●
●
●
●

A Second Mortgage.
A Child Support Lien.
The Seller is in Bankruptcy.
Utility Liens.
A Judgment Against The Property Owner From A Past Legal Action.
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What Is Title Insurance?
Title Insurance insures a buyer or a lender against loss or damage from defects in the
title of the property that exist prior to the effective date, or the date the new owner
takes title. Title insurance affords coverage for as long as the insured party retains the
interest insured by the title policy.
Title Insurance is a one time premium which remains in effect for as long as you own
the property by adding peace of mind and security to owning real estate.
Why Do I Need It?
When you decide to purchase a property you want the peace of mind that the
property is in fact yours and no one else can make any claim to it.
The "Owners Policy" provides the insured (you or your Trustee) with protection from
"monetary loss" occurring from covered claims.
If the title insurer has to defend your title against a covered claim, your legal costs are
covered.
Lenders also want their interests protected. It will be a requirement by your lender
for you to purchase a "loan policy" covering their security interest against loss due to
defects in the chain of title not discovered when the property was purchased.
Some of the hidden risks protected by a title policy are:
●
●
●
●
●
●
●
●
●
●

"False Impersonation" of the true owner by a seller or other person
formerly in title to the property.
"Forged Deeds", releases and other documents.
"Deeds" by persons of unsound mind.
'Deeds" by minors.
"Invalid Documents" executed under an expired Power of Attorney.
'Invalid Deeds" delivered after the death of the Grantor.
"Deeds" by supposedly single persons who are actually married.
"Fraud"
"Liens for unpaid Estate Inheritances" and Gift Taxes.
"Unrecorded Easements" or "Rights of Way".
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After You Get A Signed Purchase
Agreement,
WHAT’S NEXT?
1.

After getting all Sellers to sign your Purchase Agreement, take the signed
agreement and a check for the earnest money deposit to the title company who will
be the closing agent. Get a copy of the check, and any other paperwork that
accompanies the Purchase Agreement. You keep the original signed Purchase
Agreement, in case you need to produce the original. Always have everyone sign in
Blue ink. This shows that this is an original. Black ink looks somewhat like a copy and
may be hard to determine if original or a copy.
2. Immediately tell the Title Agent at the Title Company when you will be closing, so
they can start preparing for the closing.
3. Make the earnest money deposit check out to the Title Company who will be
providing the title policy. Do not give your check to the seller. This is because, if the
deal falls apart, you will want to get your earnest money back if you are entitled to it.
If you give the check to the Seller, they may cash the check and it may prove very hard
to get your money back if this happens.
4. Contact your Attorney or Para-legal to prepare the necessary paperwork that is
required by you. The Title Company will tell you what you must provide, so ask the
Title Agent what you will need when you give them a copy of the Purchase Agreement.
5. Call your Appraiser, if you are allowed to choose. If you are buying from a Bank,
they usually provide the Appraiser. Use your Appraiser if at all possible, they will give
you a higher value if possible and they will be more cost effective.
6. Call your Insurance Agent. You will need what is called a Binder from the agent.
The Binder states that you have insurance coverage even if you don't have the policy
in your possession. Your agent will ask you some questions about the property, such
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as, what is the property worth? Is the property vacant or rented? If vacant, do you
want a 2 or 3-month vacant policy on the property, or if rented do you need a Hazard
Policy? One thing you must realize, if the property is a rental, YOU CANNOT USE A
HOME OWNER'S POLICY! If the insurance company finds out you have a Home
Owner's Policy on a rental property, and you have a claim, they will not pay those
claims.
7. Order a Termite Inspection, if required by the Lender. You should be aware that
almost every house in Florida will have some type of termite damage, so don't let that
bother you, it is just part of the business.
8. Order a Survey of the property.
9. Immediately contact the Lender you plan to use, put them on notice of the time
frame you have to complete the closing. If you don't close within your allotted time
frame, you could lose the property and your Earnest Money Deposit.
It is a good idea to talk to your Lender before you actually buy a property. Either get
pre-qualified, or at least discuss how much you can borrow, and how long their process
takes to get a loan closed. After your discussion, you will have a better idea of the time
you need to ask for in your Purchase Agreement when you make your offer, 30 days,
45 days, or 60 days.
10. Contact the people who will be doing the rehab or face lift on the property. Have
them give you a firm price to complete your job, from start to finish. This is to make
sure that you figured the cost of the repairs adequately. You might need to compile
prices from all sub-contractors to be sure you budgeted enough money for the repairs.
If you find that you did not figure enough to complete the repairs, you will need to go
back to the Seller and try to re-negotiate the purchase price. This does not always work
out as you would like it to. Some of the sub-contractors will be: a General Contractor,
a handyman, an Electrician, a Plumber, a Roofer, a Painter, a Stucco man, a Drywall
hanger and finisher, someone who does wall texturing, Carpet and Vinyl people,
ceramic tile people, etc.
11. Call the Title Agent, Insurance Agent, Appraiser, Termite Inspector, Survey
Company, every few days, or until each has completed their part of the process. You
have to keep after them or you may find yourself out of time and lose the deal. Ask the
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Title Agent about each step of the process and the order of importance of each, of
everything which needs to get done.
12. Always use people who will do the best and most economic job for you.
13. Hire professionals for everything, or until you understand the entire process.
When you understand more, you will then be able to do some of the work yourself
without screwing up the procedure.
Re-study the last few pages, make notes, and write down your own checklist of
what to do after you get a signed purchase agreement.
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Finding Money to Do Your Deals
Finding money to fund your deals is one of the biggest problems most people face
when trying to buy real estate in the early days of their real estate business.
In the early days of my own real estate career I too had this problem. I was the father
of six wonderful children and unemployed as a construction worker much of the time.
Along with being unemployed much of the time, my credit wasn't very good in those
days, as you can imagine.
Let me give you a couple of examples of how you can find money to do your deals until
you can establish yourself with money of your own.
Example #1
The first way I learned to fund my deals was, find a good deal, get the property at a
price low enough that I could assign my position in the purchase agreement to another
investor with enough room in the deal that the investor I assigned the purchase
agreement to could pay me a fee for my interest in the deal and still make a satisfactory
profit.
The other example I will explain to you how you can get the money you need to fund
a deal is:
Example #2
As in the last example you must find a motivated seller who has a property you can
buy at a lower price, based on the above buying formula and then get the property
under contract to buy it at a good price, then find a financial friend who will put up the
needed money to buy and rehab the property. Once the property is fixed and ready to
sell, you sell the property, pay back the financial friend all of the money they have put
into the deal, split all other costs out of the remaining money then split whatever is
left over fifty- fifty.
If you can buy the property at the right price you will have no trouble finding the money
to fund your deals. Depending on the price of the house, as an investor to make this
method work I know I must buy the property at the very least, 20% below what the
property will be worth when it is in excellent condition. When you have no money or
credit, half of something is much better than ALL of nothing!
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The Different Types of
Available Financing
Some of the different types of financing available to the investor are Conventional
Bank Financing, a Financial friend, Seller Financing and Hard Money Loans. There are
many more ways to finance but let’s examine some of the ones you will be dealing
with in the beginning.

Conventional Financing
This is where you simply go to a Bank or Institutional Lender. Use your own money for
the down payment or you have to use a financial friend to make the down payment.
Use your own creditworthiness or a financial friend's credit worthiness to acquire the
needed loan. Usually you or your financial friend will need to be employed or have
provable income adequate enough to show that you have the ability to repay the loan.
Lending institutions usually will not allow a person to have more than 4 or 5 loans in
their name. If you already have several loans in your name the lenders simply may not
give you any more loans.
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A Financial Friend
When you find a financial friend who has the money to help you acquire and repair a
property, you will first need to set up parameters that determine who does what and
what each person will receive as compensation for their contribution to the deal. For
instance, I have seen deals put together by two people who bring different strengths
to the deal. I have seen beginning investors who have found a good deal but have no
money.
The beginning investor had a relationship with a person who has adequate funding
available to put the deal together. The beginner found the deal and put the property
under contract to purchase it. Because the beginner lacked money, he called his
financial friend who was willing to put up the necessary money. The financial friend
simply did not want to get dirty, nor did he want to be involved in the day to day
details of the rehab. The beginning investor was more than willing to take care of all
of the necessary details involved in the rehab of the property.

This deal was structured as follows:
Both parties agreed that a fair way to split the profits were – The one who finds the
deal gets 33% of the profit when sold.
Who oversees the rehab and all necessary day to day details pertaining to the property
until sold gets 33% of the profit when sold, and who funds the deal gets 33% of the
profit when sold after the original investment of money used to purchase and repair
the property is paid back in full.

The Financial Friend in this deal did not receive any payments on their invested money
while the rehab and sale process was taking place, nor did the beginning investor
receive any money for his labor throughout the rehab and sale process, except for his
actual out-of-pocket expenses for which he had receipts. This in my opinion is one of
the best ways a beginning investor who has little or no money can get a good start in
this business.
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Seller Financing
Seller financing is another great way to build your financial future. Anytime you can
get a seller to accept monthly payments for an extended period of time, this is about
as good as it gets. Always ask any seller you are negotiating with if they would be
interested in receiving monthly payments which include an interest rate better than
they would receive if they took the after tax proceeds from the sale and put that
money into a Certificate of Deposit.
If you can talk them into carrying the financing instead of taking their money in cash,
you have already made a good deal, provided the price and terms and value were
properly calculated.

Hard Money Loans
This type of loan may not be the most desirable, but it is an option. This type of loan
is the use of private individual's money. Hard money loans are quite simple. They
usually are a relatively short term loan at a high interest rate which is based on the
after repaired value of the property, and usually not based on the creditworthiness of
the borrower. This type loan is usually based on 50% to 65% of the after repaired
value of the property.
The Lender or mortgage broker usually charges 5 points or 5% of the amount
borrowed for their services of putting the loan together. The interest rate ranges
from 10% to 18%, and the payments are "Interest Only ". This means your payment
each month consists of interest only and does not contain any principle pay down
over the term of the loan. Hard Money lenders sometimes charge what is known as
a Pre-Payment penalty. A Pre-Payment penalty is a fee charged if you pay the loan
off early. The usual term for this type of loan is 12 months to 60 months.
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In my opinion, the use of Hard money loans
is NOT the best way to finance a property!!
If you have little or no money or less than perfect credit this type of loan allows you to
purchase a property and borrow enough money to cover the purchase cost, plus
enough to cover the repair costs and if you can buy the property low enough even your
closing costs without using any of your own money.
If you are buying a property low enough, and plan to sell in a short period of time, or
if you don't have any money and you plan to fix up the property and sell in less than
one year, this type loan may work for you. Be careful, don't get in over your head
buying properties that need to be rehabbed just because the money is easy to get.
You still have to make Interest Only payments on the money you borrowed for as
long as it takes to sell the property, so plan on the cost of the payments into your
calculations or later you will be sorry. Further on in the book you will see how the
Hard Money formula is calculated. There should be no limit to the number of Hard
Money loans you can get, so long as your payment history is good.
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Using Financial Friends to Generate Income
When You Have No Money and No Credit
Once you start to regularly attend real estate meetings and start to develop
relationships with other successful investors and private lenders, after you have
become acquainted with other people in the business who you can do business with,
you should be able to find people with money who will be willing to joint venture with
you on well-selected real estate.
What is a financial friend and how can they help you get your real estate business
going when you have little or no money and less than perfect credit?
A financial friend is a person who has available money to invest into well selected,
hopefully profitable real estate. If you learn how to find and get under your control by
means of a signed Purchase Agreement a property at a purchase price low enough to
almost guarantee a profit, a financial friend can join you in the deal to acquire the
property. The financial friend puts up the money needed to acquire the property and
usually the money needed to repair the property also.
This can be a great joint venture situation; you bring the property, the financial friend
brings the needed money. You get the property fixed up and sold, then the financial
friend from the proceeds of the sale gets back all of the money they brought into the
deal and after all other costs of selling the property have been paid, you and the
financial friend split the profits, let's say 50-50.
The secret of having several financial friends who have available money to fund the
deals you need financial help on is to know how to find, analyze and buy at a price low
enough so you and the financial friend will have enough profit after expenses to make
the financial friend feel they are getting a better than average return from the use of
the their money.
Believe me, if you can secure a good deal, you won't have any trouble getting the
money you need to do deals when you are financially and credit challenged.
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How Hard Money Loans Work
Written By a Hard Money Lender
WHAT IT IS
FOR THE LENDER:
It is the process of making hi mortgage loans to individuals on private properties. This
is done for the purpose of receiving a much better return on investment (ROI) than
other fixed income vehicles can provide.
FOR THE BORROWER:
It is the process of acquiring a 1st mortgage loan to purchase real estate property. A
private mortgage is a loan that can be transacted on a much quicker closing basis. It
does not require the tedious underwriting process that a conventional loan requires.
Private lenders require a contract, appraisal, insurance and title work.

HOW IT WORKS
This type of loan frequently receives requests from real estate investors and others for
loans on which they can close very quickly and for which they do not have to qualify.
In return for this convenience they understand that they must pay a premium for the
loan and that, in comparison to funds from other sources, these are limited to a lower
amount as a percentage of property values.

WHY IT WORKS
It works because everyone involved wins. The lender wins because they receive an
excellent return on their investment. The borrower wins because they can quickly get
into a loan that meets their needs. The Lender wins because they receive a fee for
putting all the parties together. The Brokers fees, plus the closing costs, are paid by the
borrower.
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HARD EQUITY LENDING EXAMPLES
1. A three bedroom, one bath house with 1,050 Sq. Ft can be bought for 32,000. The
house has been foreclosed on and is currently owned by the bank. Because it has
been vacant for fourteen months, it has fallen into disrepair and has been vandalized
and so needs $12,000 worth of rehab. Houses in good condition in this part of town,
which are similar to this one in age, size and design, are selling for $75,000.
After Repair Value
Max Loan (ARV X 65%)
Less Purchase Price
Less Closing Fees (approx.)
Less Rehab Costs

$75,000
$48,750
- 32,000
16,750
- 4,000
12,750
- 12,000
750

In this case, the $12,750 (the amount leftover after the purchase and the
closing) would be held in an escrow account and paid out when the work
is complete or in draws as it is complete.

2. Larry has a 3/1 house, which he has been leasing out with an option to purchase
for two years. The tenant/buyer leaves without exercising his option and the house is
basically trashed. Since he bought the house, it has appreciated so that he can
refinance his mortgage and get enough cash out to rehab the house and then retail it
In this part of town, houses like this one are selling for $80,000. The existing first
mortgage is $37,000. It will take $10-11,000 to get the house ready to sell.
After Repair Value
Max Loan (ARV X 65%)
Less Payoff of 1st
Less Closing Fees (approx.)

$80,000
$52,000
- 37.000
15,000
- 4.000
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Less Rehab Costs

11,000
-11.000
0

Private Lending Programs
Single Family Homes
●
●
●
●
●
●
●

First Mortgage
15% Interest Rate
5 Points (paid by borrower)
30 Year Amortization/5 Year Balloon
Maximum LTV 65%
Repair funds held in escrow with a $50.00 to $75.00 inspection fee to
borrower for release
Prepayment Penalty during 1st Year (3 months Interest)
Assumable for first 18 months with lender review (Assumption fee of 1
Point or minimum $300.00 paid to the Mortgage Broker)

Second Mortgage
15 to 18% Interest Rate
10 Points (paid by borrower)
30 Year amortization/5 Year Balloon
Maximum L TV 65% (1« and 2nd Combined)
Prepayment Penalty during 1st Year (3 month Interest)
Assumable for first 18 Months with lender review (Assumption fee of 1
Point or minimum $300.00 paid to the Mortgage Broker)
nd
● 2 Mortgage availability subject to lender approval
●
●
●
●
●
●

OTHER LENDING PROGRAMS
●
●
●
●
●
●

Conventional (Fixed and Adjustable)
No Income/Asset Verification
Government (FHA/VA)
Sub-prime (Tough Credit)
Commercial
Home Equity Lines
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Private Lending
Questions and Answers
Question: Why would this program interest capital investors?
Answer: This will interest investors because they can safely realize much higher
returns than are currently available on other fixed income vehicles. Many programs
pay a minimum of 15%. Many investors have experiences of a higher yield because of
the pre-payment penalty clause.
Question: How is the lenders investment secured?
Answer: It is secured by a 1st mortgage on the underlying real estate. The loan
amount will never be more than 65% of the value of the property.
Question: Is this a safe investment?
1st Mortgages of this type are considered to be safe investments for two reasons:
1. The percentage of mortgages that go into default where the owner has a
35% equity is extremely low.
2. In the unusual case where a borrower does default, the lenders
investment is protected by the superior 1st lien combined with a loan to
value of 65% or less.
Question: Do the borrowers have to have good credit?
Answer: Credit worthiness of our borrowers covers a broad range.
This program shifts the primary decision criteria from the borrower to the collateral,
being the real estate property. This is graded and assured by using the services of a
licensed appraiser and title company.
Question: What is the investment amount and the term of the private mortgage?
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Answer: The average loan amount is about $60,000, with some loans being smaller.
Technically there is no maximum. Each loan is written as a 30-year amortization with
a 5-year balloon; however, many are paid off in 3-6 months.
Question: What happens if the borrower doesn't make the payments?
Answer: Most state law prohibits our company from guaranteeing payments to the
lender.
Question: How is the mortgage payment received and at what intervals?
Answer: Mortgage payments are made to the Mortgage Company on a monthly
basis.
Question: Is this governed by the Securities and Exchange Commission?
Answer: These are not securities and therefore are not regulated by the Securities
and Exchange Commission. Monies are not pooled with any other investor funds to
make a single loan. There is one private investor to one borrower per loan.
Question: Can lenders use this vehicle within an IRA or other qualified funds?
Answer: Absolutely! Through a self directed IRA, lenders can invest in private
mortgages. Payments are received directly into their account and accumulate tax
deferred just like any other IRA assets.

132
NO MORE BEGGING NO MORE QUALIFYING NEVER BE FORCED TO USE A BANK TO BUY A
HOUSE
©Copyright Lawrence Harbolt MMDCCLXX A.U.C., All Rights Reserved

Creative Seller Financing – Volume 2
“Analyzing and Negotiating Profitable Seller Financing Deals”

Creative Financing Tips
When negotiating, always get either price or terms. What do I mean by price or terms?
If you have some cash to invest you will find it quickly vanishes when you put large
amounts of that money into only a few properties.
For example, let's say I have $100,000 available to buy real estate or $100,000 of
available credit and I find a good deal where the property I am about to buy is actually
worth $150,000 but it needs a few repairs totaling $15,000 and I can get the property
for $100,000. Looks like a great deal, but let's look this deal over a little closer.
If I buy this house for $ 100,000, all of my available cash is gone, but I now have a house
worth $150,000. What if I broke my $100,000 cash up into 10 increments of $10,000
and used each of the $ 10,000 increments as a down payment where the seller is willing
to accept part of their equity in their property in monthly installments for a short
period of time, let's say for one year.
If I could find 10 deals where the seller would accept their equity in monthly
installments for a short time and were willing to accept $10,000 as a sufficient down
payment, the same $100,000 I have to invest could help me control 10 houses worth
$100,000 to $150,000 instead of one house worth $150,000. I could control with the
same amount of cash up to $1.5 million dollars of real estate instead of one house
worth $150,000.
Because of this fact alone I am not willing to pay all cash for a property unless it is a
spectacular deal with a huge payday in the near future. In most cases, my all cash offers
will be significantly lower than with seller financing terms. In my opinion, it is always
better to have the seller give me seller financing terms for a short period of time when
possible. By getting seller financing terms even for a short period of time can be
beneficial to me in several ways.
If I planned to rent the property and keep it long-term by getting seller financing terms,
I might be able to give the seller more for their property if the rent I will be receiving
will support the price I agree to pay.
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If the seller will agree to accept at least 12 monthly payments, this will give me a timely
payment history that will allow me to refinance the property. In most cases it is easier
to do a refinance than to get an acquisition loan to buy a property.
When a refinance is done, the borrower can usually show not only a timely payment
history but also an equity position as well.
If the seller has a low balance, I might be able to get the seller to take enough to payoff
the low loan balance and maybe cover their closing costs and possibly wait until I get
the property fixed up and sold to get the balance of their money I owe them from the
new buyer's money. Many times I might be able to pay a few dollars more for a
property if I can get these terms.
Price or Terms? In most cases I can pay more for a property if I can get good terms. If I
can't get good terms and I am required to pay all cash, either my cash or from a loan,
I am forced to pay less or pass altogether on the property and walk away.
Conservation of cash or credit is essential for every successful real estate investor.
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Seller Financing When Buying
Any real estate investor who has been in the business for a considerable period of time
realizes that getting seller financing terms can help you generate long term cash flow
income. When I buy a property I must finance the properties I plan to keep long term
just like everyone else. I would much rather make monthly mortgage payments to the
seller giving them the benefit of the interest contained in my monthly payment than
pay a financial institution that doesn't appreciate my efforts to pay them on time every
month.
When you pay a financial institution you are not recognized as a living, breathing
person, they only recognize you as a number. If you find it difficult to believe just be
late with your monthly mortgage payments, the following month check your credit
report and you'll see where the financial institution has advised the credit bureau that
you were late paying the monthly payment.
When you get a seller to accept some or all of their equity from the sale of their house
in monthly installments I feel it is a much better atmosphere to do business. When you
are paying real people if you are going to be one or two days late making the monthly
payment you can call them and tell them the payment will arrive a few days late. As
long as you don't make a habit of being late with the monthly payments so it isn't a
major problem in most cases the sellers are not members on a credit bureau and will
not be able to report the late payments on your credit report anyway.
If the seller doesn't like receiving continual late payments they have the right to
foreclose on the buyer to solve the problem just like the institutional lender has, in
most cases the sellers won't report any late payments to the credit bureau like they
institutional lenders will automatically do each month a payment is late. For this
reason alone I like seller financing terms. When I buy a property I try to get seller
financing terms every chance I can. I like dealing with real people and hopefully I can
build a relationship where I might be able to borrow money over and over again for
years to come. These are true win-win friendships and in many cases can help you
become financially free and eventually wealthy.
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Seller Financing When Selling
Like I've said before, I always try to get seller financing terms when I buy a property. I
also like giving seller financing terms to my buyers when I sell property. In today's
instant gratification society most real estate investors want all of their profit
immediately when they sell a property and I understand many times they need that
profit from their deals to pay their bills. I'm going to give you another idea to help get
you from start to financially free and beyond.
I have found that once you get to a place financially where you are regularly making
enough money to adequately pay your bills each month and cover the cost of your
modest lifestyle, getting all of your profit when you sell may not be the best way to
build long-term income and wealth. Why not add receiving monthly income every
month to your plan? When I buy a property at a modest price with seller financing
terms and I quickly sell that same property for considerably more than I paid for it
giving seller financing terms, this gives me some benefits I really like.
To begin with I like the idea of receiving a monthly income for the next 30 of 50 years.
Let's do an example to help you better understand what I'm talking about. Let's say I
find a property in a blue-collar area that needs $10,000 in cosmetic work done to it.
The property once fixed up will be worth $140,000. It needs no structural work, just
paint, carpet, and general upgrading of the roof and minute work done to the
bathroom and kitchen. I can buy this property for $80,000. The sellers are more
interested in receiving a monthly income than getting all-cash. Maybe they need to sell
if I agree to pay the sellers $80,000 for their property with $4000 down leaving a
balance of $76,000, with an interest rate of 6 percent for the next 30 years, with a
monthly payment of $456 per month. Taxes and insurance are not included in the
payment.
Let me ask you a question, why would older people agree to accept monthly payments
for the next 30 years when they probably won't live that long? Many times people who
are more advanced in years would rather have a monthly income to subsidize their
social security and their modest job pension. If the sellers have children, when they
pass away I will continue to send my monthly payment every month to their children
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until the total amount owed to them has been paid in full. This is a way they can help
provide income for their children after they are gone. If they do this their children
hopefully won't have to work that extra job any more in their advanced years just to
survive. I would much rather pay the seller than pay a financial institution that doesn't
need the money to survive. I like working with people. People I may be able to get a
good reference from in the future or borrow money from again and again.
Back to my example, I am in the house for $80,000; I offered $4000 down leaving a
balance of $76,000 payable at 6 percent interest for the next 30 years with a payment
of $456 per month. I can immediately sell the same property to another person who
likes it and is willing to do the necessary work to the house that it needs for price of
$110,000.1 can give the new buy seller financing terms, and will ask for a $10,000 down
payment to me (I gave the seller $4000,1 received $10,000 for an immediate $6000
profit) leaving a balance owed of $100,000 payable at 8% interest for the next 30 years
at $734 per month.
I received $734 each month and I then payout of this money $456 and send it to the
person I originally bought the property from. This leaves me with $278 extra every
month for the next 316 months or 30 years simply because of the way I structured the
deal.
My new buyer pays the property taxes and the property insurance so I don't have to
worry about that. Also my new buyer has to fix on the property. I normally do not do
the repair work when I sell with seller financing terms. I do this because I won't have
to have a construction crew to baby-sit to get the work done to the property.
Let me give you an investor's secret. In today's ever changing market the average 30
year loan will usually be paid off in approximately seven years or less. This is because
life changes for the property owner. Maybe they outgrow the house, maybe they have
a job transfer or they may just want to move to another area. In most cases they will
need to sell the house they are currently living in before they can buy another house.
As a seller if this happens there is nothing I can do if the buyer decides to pay off their
loan early.
If we're lucky enough to find a buyer who will stay in the property for at least 30 years,
in this example I would make $6000 from the down payment and $278 times 360
months, or $100,080 from the monthly payments over 30 years for a total of $106,080
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because I understood how to structure a deal like this.
What if I were lucky enough to do this 20 times in my life? This would have created
$106,080 times twenty deals for a total of $2,121,600 of income in addition to the
other deals I do in that same period of time.
Let me tell you what I can do to guarantee that I will make more money on these deals.
When I sell a property with seller financing terms to help guarantee I will make more
money even if my buyers don't stay in the house for the full 30 years I can always get
a higher selling price even though the house might need considerable repair work done
to it and here is why, most of the buyers who are forced to this type of deal are not
usually people who have good credit and adequate cash for a considerable down
payment. These are people in most cases was some type of credit or money issues.
Because of this I usually increase the price I would normally ask for the property just
in case the buyer doesn't make all of their payments to me in a timely manner every
month. If these people paid as agreed but then decided to sell the property and move
at least I added a premium into the purchase price.
When I find a person like this I can adjust the monthly payment so it is affordable for
them. If they decide to sell and buy another property their payment may be
substantially more, maybe more than they can afford. I can give the buyer an
affordable monthly payment with a low interest rate they would not be able to beat
even if they thought about refinancing. I increase the purchase price, give them a
affordable monthly payment with a lower interest rate than they could get any place
else to improve my odds that the buyer won't refinance and pay off their loan early
cutting short my long-term profits.
If I want a buyer to pay me off in a shorter period of time I will raise the purchase price
and charge a high interest rate which will motivate the buyers to refinance the
property to get better terms and a lower monthly payment. At least by doing this when
we get paid off early we get the benefit of the higher price we got for the property and
the higher interest rate is also a bonus. Even if the loan only lasts for a few years we
will make a little more by doing it this way.
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0% Interest - Seller Financing
What is 0% interest seller financing? This type of seller financing will work best when
you find a seller who has a property, other than their home that is free and clear and
completely paid for. Earlier I talked about getting either "Price" or "Terms" and this is
where that philosophy can apply. How does it work? Let me give you an example.
We find a house worth between $150,000 and $175,000 but the property owner isn't
willing to take a penny less than $175,000 for the house. The house doesn't need major
repairs done to it, only a little paint and one room of carpet to make the property
rentable. This house should rent for $1,500 per month and this house is located near
one of the best schools in the county where it is located.
If we were to get an institutional loan to buy this property and our loan had a 7%
interest rate with a 30 year term, let me show you what you would have to pay each
month, not including property taxes or property insurance.
In this scenario you would have a monthly payment every month for 360 months of
$1,164.28. Let's do a little math here....
$1,164.28
X 360 Months
You would pay back $419,140.80 over 30 years for the $ 175,000 you borrowed.
Because of the property owner's financial situation, what if we made the following
offer:
What if we were to offer the property owner $175,000, exactly what they are asking
for the property but with a monthly payment of $800 each month, until paid in full.
Let's do the math.... $175,000 purchase price divided by $800 payment each month =
219 months to completely pay off the entire purchase price of the house.
Because each monthly payment does not contain interest the entire $800 each month
is deducted from the amount owed. Therefore, each monthly payment contains
principle pay down only.
Many people love to receive interest from their investments every month, but many
of them have an aversion of paying interest unless they must. Paying interest takes
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away some of the investors leverage, but paying interest is a fact of life for most
investors.
What if, at the last moment the seller is reluctant to take our offer? We want this
property because we plan to keep it as a long term rental property. The only reason
we have to buy this property is to create a monthly cash-flow. If we pay full market
price apparently we are not getting any equity so we must get a monthly payment that
will allow us to have a monthly cash-flow. The seller has second thoughts and decides
that our offer isn't enough for them to sell the property to us. Now what do we do?
What if we were to offer the seller $200,000 for their property that is only worth
$175,000? Why would we do that? First of all we plan to keep this property forever if
we can get a monthly payment that will allow us to make that monthly cash-flow. If we
give the seller an incentive to take our offer at a premium price we may be able to
convince them to sell the property to us. If we can't negotiate a monthly payment that
will work for us, we have no reason to buy the property. Let me explain:
If we bought the property, got an institutional loan at 7% for 30 years for $175,000
(let’s make the math simple, let's not use a down payment in this example) we would
have a monthly payment of $1,164.28. If the property will rent for $1,500 per month
we don't get to use all of the rent money that comes in each month to make the
payment and give us an income stream, there are other costs we must figure into this
equation. For instance, we must take into consideration the cost of the property taxes,
the cost of the property insurance, and we must figure a maintenance figure each
month to cover the cost of any maintenance problems that might arise such as a
plugged drain, a refrigerator that breaks down or to eventually replace the roof on the
house someday. We also must consider the cost of fixing the property each time a
tenant moves out, to make the house ready for the next tenant before they can move
in and start paying us rent.
Another cost we must factor into the equation is a factor for vacancy of the property.
Every time a tenant moves out, while we are fixing the damage to the house the
previous tenant left, interviewing new prospective tenants, checking out their
background history it will usually take somewhere around 30 days. During this 30 day
period we are not receiving any rent to make the monthly mortgage payment. So, if
we haven't collected some money each month to pay the monthly mortgage payment
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during this vacant time we will be forced to take the money to make the mortgage
payment out of our pocket, and I'm sure we don't want to do that.
If we were to get the institutional loan to buy this property, we would pay the lender
$244,140.28 for interest alone over the 30 year period of time we were making
payments to them.
Even if we pay the seller $25,000 more than the property is actually worth, or $200,000
at 0% interest which would be paid back over...
$200,000 purchase price divided by $800 monthly payment = 250 months to
completely pay off the seller.
Let's recap the deal:
If we got the institutional loan for 30 years at 7% interest for a $175,000 loan, we would
have a monthly payment of $1,164.28, with a negative monthly cash-flow of ($264.28)
each month for 360 months = ($95,140.80) negative, and $244,140.28 for interest over
the 30 year pay back. For a total cost to have bought this property over 30 years....
$175,000 + $95,140.28 + $244,140.28 = $514.280.56
Or:
If we paid the seller $200,000 for the property at 0% interest and we pay the complete
loan off in 250 months (20 years and 10 months), and we made $100 positive cashflow each month for 250 months = $25,000 over 20 years and 10 months. Plus, we got
to keep the entire $900 per month for the rest of the time between 20 years and 10
months and the 360 months of the other example, $900 X 110 months (9 years and 2
months) = $99,000.
$200,000 cost of the property - $25,000 positive cash-flow = $175,000
As our total cost to acquire and pay for the same property.
Plus, we got the extra income from the other 9 years and 2 months for another $99,000
directly into our pockets over the same 30 year period as the other example.
Which way do you like best?
Also, if we don't deduct money each month from the rent received for the property
taxes and the property insurance at the end of the year this money will also have to
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come out-of-pocket to pay these costs of owning a property. Believe me, if you don't
set aside money for these items at the end of the year, or when something breaks you
will really wish you had. I deduct 40% of the monthly rent received each month to
cover the costs of what we just talked about. With the ever increasing costs of property
taxes and property insurance I am quickly changing my withholding for these items
from 40% to 50% of the rent received each month.
Getting back to my point, if the property rents for $1,500 each month and we must
deduct 40% of that amount each month for the costs we just discussed, this would
leave us...

$1,500 the monthly rental income of the property
X 60% (this is what is left after we deduct 40% for our costs
of ownership each month)
$ 900 left each month to make the monthly mortgage payment
- 800 our desired monthly payment to the seller
= $ 100 cash-flow to us each month
If we had paid the seller $175,000 and got the institutional loan at 7% for 30 years,
with a monthly payment of $1,164.28, let's look to see how much monthly cash-flow
we would receive....
$1,500 the monthly rental income of the property
X 60% (this is what is left after we deduct 40% for our costs of
ownership each month)
$ 900 left each month to make the monthly mortgage payment
- 1,164.28 the monthly Principle and Interest mortgage payment
($264.28) negative cash-flow each month
By having a negative cash-flow each month of $264.28, we would have to actually take
$264.28 out of our pocket each month to own this property. If we have to do this every
month, I don't think this is a deal we want to do. If we can get the seller to take our 0%
Interest offer, we would have $100 positive every month to actually put in our pocket.
This sounds much better to me.
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Options and How They Work
There is little known or written about the use of options or their requirements. With a
little knowledge about options they can be transformed into one of the most powerful
tools any investor can have. They can give the investor tremendous opportunity.
Because of the limited information about options available today only a few people
know how to use them effectively.
Definition of an Option:
An option is a method used to secure an uncertain financial position sometime in the
future for the payment of a fixed sum at the beginning. The payment is nonrefundable and not taxable to the seller of the property until the option is exercised
or abandon.
Options have been around for a long time. I'm sure many of you have heard about
securities trading, commodity speculation, commodity hedging, the use of an option
for an executive's compensation, land development, control of rentable space, mineral
rights or the ownership of about anything you can imagine, as many of these were
done with options of some kind.
So, what basic information should you know about options? First of all by using options
it will give you the most inexpensive way to get the benefits of ownership of real
estate. Options can transfer any gain in property values. By using options you can
eliminate all liability and management issues associated with real estate.
An option can give you maximum leverage of a property without a negative cash-flow.
Once the option consideration has been paid, that's the last cost you will have until
the option is exercised or sold to capture a gain. Your only risk of any option deal is the
amount you paid for the consideration.
How about this... You don't have to pay cash for the option. What if you agree to fix or
rehab a property in exchange for option consideration (cash)? When an option is
combined with a lease it is possible to capture cash-flow and appreciation of a property
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and still not be required to manage the property if you were to sub-lease the property
to another party at a higher price.
Let's quickly go over the benefits of using options.
1. You can get high leverage with minimum financial risk.
2. No worry about liens, seizures, EPA problems or any threat to the asset.
3. You can control most real estate ownership benefits without the cost and
liability of ownership.
4. A smaller player can become involved with more risky property without the
responsibility of paying for the debt of the property.
5. You can control income properties without the responsibility and liability of
management.
6. The use of options allows the user to take advantage of advanced tax strategies
no other vehicle can match.
Like I said earlier, the option can be one of the most powerful tools any real estate
investor can have in their tool belt. I highly recommend getting more information
about the use of options for real estate. On the following page is an option you can use
as soon as you have your attorney look it over to be sure it is adequate for use in the
state where you will be using it.
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The Lease Option
The lease option concept is a form similar to a rent-to-own. The lease option is a way
a potential buyer can control a property, profit from it without actually owning it. Let's
say you find a house where the sellers are asking a ridiculous price and the property is
not selling and has been on the market for several months. If the sellers do not live in
the house and it has a mortgage on it the sellers could be making two mortgage
payments each month.
If you believe the house will rent for $1500 per month and a seller has a monthly
mortgage payment of $ 1 000 each month and the property isn't presently rented the
mortgage payment is crippling them financially. If you can convince them to lease you
the property with the right to release the property for $1000 a month for 10 years
giving you the right to sub-lease the property and you set an agreed purchase price
where you can buy the property at any time within the next 10 years and you agree to
pay $ 1000 each month and maintain the property, a distressed seller might go for this
offer.
Once you get control of the property lease the property to a third party for $1500 per
month. From the $1500 received each month you take $1000 and send it to the seller.
You get to keep $500 each month the property is rented. If you do this for 10 years, it
would give you $60,000 in income over that period of time even if you decided not to
buy the property. If you could make $500 each month would it really matter if you ever
actually owned the property? This is control and profit without ownership. This can be
very profitable and beneficial to your wealth building machine. If you did this 10 times
throughout your real estate career it would give you an additional $60,000 times 10
deals which would equal $600,000 in income. Sounds like a good way to make money
to me. What type of deals are possible lease option deals?
I have found the best times to make a lease option offer is when I am trying to get the
property owner who is about to go into foreclosure to deed me the property and leave
the mortgage in their names and the property owner is credit conscious
and can't bring themselves to believe that I will make the mortgage payments on the
mortgage each month. The property owners were afraid I would rent the property,
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collect the rent and put the rent money into my pocket and never make a mortgage
payment, as this would ruin the property owner's credit.
When I can't convince the property owners that I will indeed make the mortgage
payments each month because I want to keep their property long-term I decided to
offer to do a lease option so the property owners will stay in title and collect the lease
payment from me then pass along their mortgage payment to the Lender. If you find
a seller who isn't willing to deed their property to you because they are credit
conscious, always think about making them a lease option offer.
Another time a lease option offer would be a good offer to make is when the seller
wants to stay in title but they have been transferred out of the area and they are now
making two house payments, and again are credit conscious. If this is a property you
believe can be rented for more than what the payment is and you can make a nice cash
flow each month the lease option offer might be a good offer to make.
Two more things I want to mention about lease option deals you need to be aware of.
First, make sure your lease agreement gives you the right to sub-lease the property.
Secondly, beware of ARM (adjustable rate mortgages) that will adjust in the near
future because if you did not word in your agreement properly locking in your payment
amount, when the mortgage payment goes up, your payment will also go up and your
cash flow will diminish or even could disappear altogether. So be careful how you
structure your paperwork but don't be afraid of the lease option in the right
circumstances.
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All Cash
This is the easiest way to buy property, but cash is the hardest commodity for many
investors to get their hands on. Even if you have some cash at your disposal or if you
have good credit to get a somewhat affordable loan, if you do enough deals you will
quickly run out of cash. Therefore this is my least favorite way to buy but it is probably
the most asked for method by sellers.
If you know enough about the other methods of buying property and can explain to
the sellers that the other methods could actually be better for them and possibly more
profitable, hopefully you will be able to get some of them to accept one of the other
six buying strategies I talk about in this manual.
As many of you know, I like to buy junk houses. Yes, there is still a large amount of junk
houses to choose from if you know where to look for profitable deals.
Let me show you a deal I did a few months ago.

Example: Eagle Lake, Florida
After Repaired Value of House $120,000
It Needed $10,000 for Repairs
I agreed to pay $35,000 CASH
I immediately assigned my contract for $58,000 CASH

The Buyer paid my closing costs
My Net Profit $23,000 in a matter of days and I never actually owned the property!
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Disclosure
Any references contained in these written materials are
provided by the author. These are individual companies or
people used by many investors in the business of real
estate investing. The author has personally used many of
these companies or individuals educational materials and
has had good results with each. The author has received
satisfactory service and information whenever used. Even
though the author has allowed information about these
companies or these people to be contained in his home
study course, he DOES NOT personally recommend any of
them to you. You need to choose companies in your area
who provide the same services that you feel most
comfortable with after doing a thorough investigation of
each provider.
Larry Harbolt and
Harlon Publishing, LLC.
P.O. Box 41251
St. Petersburg, Fl. 33743
Or
Fax (727) 367-5349
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Now that you have read the information contained in this
home study manual and as you implement what you have
learned please e-mail me with the details of ALL of your
success stories. This course was written to give you a solid
foundation of real estate knowledge and Investor logic.
Your success is very important to me.
Please Fax your success stories to:
Larry Harbolt
at
Harlon Publishing
Fax #: 727-367-5349
Or e-mail me at larryharbolt@gmail.com
I want to wish you great happiness, great success
and Financial Freedom!
Thank You

Larry Harbolt
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