Real Estate FLIPS 1.0

Making Profits in Real Estate

Y ou've heard the stories! People on late-night infomercials telling you that they
fixing them up and salling them for profit. Well the truth is that you can make
money using those very strategies (and it's hard work). But, there is a better
way todoit. It'slower risk. And with asmaller amount of effort from the Buy,
Fix and Sell Method.

Of course, anything you do will take time, effort and energy. What you want to
do iswork smart and reduce the potentia risks while increasing your upside
potential.

Y ou see, the problem with these infomercia programsis that they require alot
of time and alot of money. How are you going to find the contacts with money
people while keeping your nose to the grindstone for the employer that allows
you to put food on the table (you want excitement? — tell your employer that
you need a paid leave of absence so you can go out and get started in real estate
investment which will allow you to quit your employment). Obvioudly, quitting
your full time job is not the answer.

And this doesn’t even address that matter of time. Do you dare neglect your
current money-making activities to learn the complex methods and strategies
that these programs require?

What do you need? What you need is a means of breaking into real estate

investment that needs a SMall Amount of Capital from you!

Isthat really possible, or isit just more hype?

Keep reading and see. This doesn’t mean you can just do it any old way. There
are certain fundamenta principles involved. But if you do things the right way,
it works. It redly involves working smarter and putting the proper effort and
motivation as well.

So what'sthetrick?



We mentioned certain fundamental principles that lead to success. Hereis one
that applies here and helps you make money without spending money and
without putting yourself at alot of risk:

Strategy: You don’t need to own a property
to make money on it,
you just need to have control of It.



How doesit all work?

Real-Life Example #1

We'll look at an example first, then the explanation afterwards. K.W. of Seettle
caught the real estate investor bug while in college. He bought a beat-up old
mobile home to live in, and over time painted, re-carpeted, and generally made
it pretty. When he graduated, he sold it for $5000 more than he paid for it. He
liked that so much that he decided to make investing is central occupation. The
first deal he went after was a 6-unit apartment building in downtown Seattle.
The price was great — unbelievably low. It turns out the reason for the low
price was that the building had been involved in afire. Evidently the owners at
the time had failed to insure the structure, and were forced into afire-sale price.

It's always good to get alow price on a deal, but the cost might be more than
the sales price. In this case, our friend brought in a contractor to make an
estimate on the needed repairs. Cost of repairs came out to $75,000. That was
much more than this recent graduate had available to him. He was clearly in
over his head.

But K.W. was smart enough to know that he didn’t have to walk away from the
dedal. He knew that the purchase contract that he had with the owners of the
apartment building gave him control over the property. How?

2 A rea estate purchase contract provides the “Buyer” under the contract with
the legal right to buy the property for the price stipulated within the
timeframe given in the contract.

2 Nobody else may legally purchase that property for the life of the contract
without getting say-so from the buyer under the contract.

2 The buyer under the contract will gladly give say-so formally and in writing
for afee.

In this case, K.W. advertised the apartment building for sale in the two mgjor
Sedttle daily newspapers for the price contracted for. As we mentioned before,
this was an excellent price. This generated a good volume of callers. One of the
calers was a genera building contractor with both the capital and the crew to
rehabilitate the building. K.W. assigned his interest in the purchase contract to
the builder for $4000.



Thisisatrue Win/Win situation. K.W. got $4000 for his ability to find a deal
and negotiate a contract. The builder got a great project without having to hit
the bricks to find it: now his employees have work and he will make a lot of
money off the building, either by selling it after the work is done or holding it
for the ongoing cash flow from rentals. The sellers got rid of the building that
they couldn’t afford to repair.

Bottom Line: K.W. did not spend a penny to make $4000. He didn't lift a
single paintbrush. He incurred no risk. If fact, in the unlikely event he been
unable to find anyone to take the purchase contract off his hands, he would have
evoked one of the contingency clauses in the contract that would have cancelled
the deal with no further recourse to him.

No Money, Working Smart, Proper Motivation and
Limited Risk!

What more could you want?

Real-Life Example #2

A K. lives and works in amid-western city. He decided he didn’t like his job
that much, and wanted to expand out. It wasn’t an awful job, but he wanted
more. If you don't like what you do, any activity can be a job.

S0 he decided to try red estate investing. Problem was, he didn’t have much
money. So he decided to apply the principle we are talking about here. He set
out to gain control of properties without owning them in order to make money.
WEe Il look at the details of what he did later on, but first let’slook at the results.

Simply put, A.K put the word out that he was looking for rental houses owned
by out-of-state owners. An out-of-state owner called him. This man owned a
house in afairly desirable area that he was renting to the tenants from hell.
They hadn't paid rent in two months. The property was trashy and beat up. The
carpets werefilthy, the yard was neglected. The owner’s sense of distress came
over the phone loud and clear.

It appeared that with some cosmetic work the house would be worth about
$75,000. It needed paint, carpeting, and wallpaper, about $5,000 worth. The



owner was renting the house out for $600 a month. In that neighborhood that
kind of should have rented for $750 so the actual rent seemed low. The
mortgage balance was $55,000. Payments of $550 a month included taxes and
insurance. By the time the owner spoke with A. K., he had already made two
mortgage payments without getting any rent from his tenants.

One man’s problem, A.K." s opportunity —

What A. K. proposed not only solved the out-of-state landlord’ s problem, but
created avery nice payday for A. K., aswell. Their agreement had A. K. rent
the house for $550 a month for a two-year term. This amount covered the out-
of-state owner’ s mortgage payments. He further agreed to get rid of the current
tenant, sparing the owner one more hasse and expense. Together with a lease,
A. K. received an option from the owner to purchase the house within the two-
year term. The amount of the purchase happened to be the balance of the
mortgage at the time. In other words, the out-of-state relieved him of a money-
losing situation with no further financial loss.

Let’s recap what the two agreed to

7 Leasetem: 2 years
22 Monthly rent; $550
22 Purchase Option: $55,000

On the surface, thisis a decent enough deal. A. K. had the property tied up for
two years and was paying a rent amount lower than the going rate. Even better,
he had the right to buy the house well below the market price.

There were a few challenges A. K. needed to take care of:
1. He had inherited uncooperative tenants,
2. The property needed repairs, and;
3. It would till require cash to buy this place in two years, which he didn’t
have.

Most people think that getting bad tenants out is very difficult, but in this case it
was easier than you might think. Everything anybody doesis based either on
anticipation of pleasure or avoidance of pain. The easiest way to evict a tenant
Is to make leaving very attractive. Problem tenants can suddenly become quite
cooperative when it' s to their benefit. Often that means cash. In thiscase, A. K.



simply knocked on the door and asked them to leave. They did without fuss!
(Had they not, there were other options, such as offering to let the two months
un-paid rent dide if they are gone tomorrow).

Now came the issue of the repairs. To complicate things, A. K. had spent his
last $100 as consideration for the agreement with the out-of-state owner.

His solution? He simply subleased the property to a handyman. In exchange for
the work performed on the property, he would give the tenant an option to buy
the property from him. This action concept led, of course, to the third problem
to be solved. He couldn’t sell the property to the new tenant until it was his to
sall. He only had control, remember, not ownership.

Sometimes you just have to make aleap of faith. We will see later on how this
worked to make A.K. alot of money. But first of al, he took action. He ran an
ad in the paper:

RENT-TO-OWN
Low down. U-fix
Large House
Call 555-9876

The simple ad generated alarge volume of calls! A. K. considered the
candidates and picked one particularly nice couple that was willing to fix the
house up. A. K. proposed $1500 option (earnest) money and $750 a month rent.
Of the $750 a month, $200 would serve as arent credit towards their down
payment, combined with the $1500 earnest money. With the agreement, the
couple now had option to purchase the property for $75,000. They countered
with the proposal to pay $3500 now and $575 a month rent. The larger sum up
from was very attractive, and that became their agreement.

The couple was in the house before A.K. even owed afirst rent payment to the
owner. They cleaned up the property and steam-cleaned the carpets. Here A. K.
was expecting to have to replace the carpets, but this couple decided that they
were fine with them as long as they were clean. Think about it! Who's going to
live there? If the buyer is happy, why do any more? They actualy liked the ugly
wallpaper and they re-painted a few rooms, at their own expense.

Things were moving along well for A.K. $100 paid to the owner of the house
and $30 for a newspaper ad were his total expenses. He had $3500 cash in hand.



He was making an extra $25 a month on the difference between the rent he paid
the owner and what his tenants paid him.

But what about problem number three?

Problem number 3 actually had two parts:

a How can he pay the owner for the house in order to give the tenants clear
title when they buy?

b. How are the tenants going to buy? They have a poor credit history,
including a bankruptcy and some collections.

As soon as he could, A.K. contacted alocal mortgage broker and asked about
the tenants' chances of getting of loan. He wasn’t really worried, since their
$3500 was non-refundable. He couldn’t lose, redlly. If they buy, he getsthe
rest of the money. If they don't buy, he still collected $3500.

The mortgage broker reviewed the tenants' financial situation and reported back
to A. K. that he could get them financing.

Indeed, even a person with a bankruptcy on their record can get a mortgage
loan! We will come back to this point later on, because knowing how credit
works can help you get alot of eager buyers into homes that you have control
over. Who is going to be easier to please, after all, the couple with perfect credit
who know they can get any kind of loan, or the people who think lenders will
throw them out the door and call out the dogs on them? Y ou help them finance
the house you make available to them on terms they can qualify for, and you
become a hero. Heroes get paid well in our society. But we'll cover the
workings of credit |ater.

Back to our example for now. A. K. worked closaly with the lender and the
tenants for the next 6 months. 1t took dozens of phone calls, but finaly,
approval came. The tenants had financing!

A. K. immediately called the out-of-state owner and let him know about the
upcoming closing. The owner was thrilled, because he had rid himself of a huge
financia drain and aworry. He signed over the deed and received a check from
the title company for $55,000.



Then A. K. sat down with the tenants. He could now give them a deed. He had
just received it from the owner, who was aready on hisway home, avery

happy man. The mortgage lender provided the $75,000 purchase price (minus
the $3500 the tenants had already paid). The title company handed A.K. a check
for $16,500 (the amount |eft over after the title company paid $55,000 to the
former owner of the property). A.K. walked away from the deal with $20,000
net cash profit, which even included the $100 he paid to get the option from the
out-of-state owner.

Three FLIP Strategies

Let’slook at three lessons to learn from the two examples we have seen so far:

1. You Don't Own Investment Property, Just Control It
Owning property is great if you don’'t have to pay for it. Y ears ago there were
lots of "non-qualifying" FHA and VA loans and assumptions. It was easy to
buy, fix and sell. Things are different now. Banks don't want to lend money so
easly, and certainly not for extended terms. Even if you have lots of cash,
you'll eventually run out.

2. YouDon't Need To Borrow Money From Banks To Buy
Houses

Banks prefer short-term business |oans to long-term financing. They aso have
many regulations imposed on them that restrict their flexibility. Even if you
qualify for a mortgage on the basis of credit history and personal income, they
may not offer terms that meet your needs. Besides, why take out a mortgage if
you don'’t intend to hold onto the property for more than a couple of months? I
you do borrow money make sure they don’t charge pre-payment penalties

3. You Don't Need To Fix Up Houses, Focus On The Financing
In both these stories, the investors never performed any physical work on the
house. They solved somebody else’s problem and created desirable terms that
alowed athird party to take over ownership of the property. The third party
was happy to fix up the property.

K.W. bailed out a building owner who had foolishly neglected to provide
Insurance and was facing financia disaster while delivering ahighly desirable
product for the building contractor to buy and profitably use.



A. K. solved a money-drain problem for a man a thousand miles away while
helping a young couple finally realize the American dream and own their own
home.

Both K.W. and A. K. got paid for the service they rendered and the solutions to
problems they provided, not for the sweat of their brows. The opportunity to
render service and solve problems came because they were aert enough to see
them and because they took action. The opportunity was not for sale, so they
did have to buy anything.

Here is an important principle of real building wedlth:

You can have anything you desire, if you help enough
people get what they need.

What Does This All Mean For You?

As a beginning entrepreneur and/or real estate investor, capital represents one
of the largest barriers you will face. It' s easy to buy propertiesif you have cash
and excellent credit and connections. Even then, leveraging your excellent
credit may not be the smartest use of your money and credit.

You can seethat it is possible to make up to $3,000 - $10,000 per month
investing in real estate. In fact, you don’t even have to know how to replace a
roof or fix bad plumbing. None of that should concern you at this point. Those
who get the opportunity to own a home from you can take care of the repairs for
youl.

FLIPS are a creative method to make

money In real estate without having to buy
it?

So how do you start?



The two examples we read utilize two different techniques. To start, then, let’s
look into how the two techniques work. The fundamental concept is the same;
the execution is dightly different in each case.

But before we outline the differences, let’s look at some common points —
some fundamental principles that apply to real estate investing across the board,
whether you buy or not.

1. Asareal estate entrepreneur, you don’t look for particular properties,
you look for highly motivated seller. Other than the obvioudy fact that this
works best with single family homes, the most important qualification of the
sdler isthat the seller be very eager to take care of things. If the seller has a
problem, you can provide a solution. Y our solution ensures your payday. It's
that smple. On the other hand, if the seller were not highly motivated, it
would be easier for you (and probably less painful, in the long run) to just
find a brick wall to beat your head against. It's so smple: motivated sdller +
motivated entrepreneur (you) = agood deal.

How do you suppose A. K. was able to gain control of a $75,000 house with
only $100? The guy in out of state was at his wits end; he was hemorrhaging
cash each month and would continue to do so until someone bailed him out.
The apartment building owner in Seattle had hundreds of thousands of
dollars on the line; you can bet the mortgage was still due while al six units
were not only vacant but also uninhabitable.

Point #1 — L ook for a highly motivated seller.

2. Asan investor, whom you know isalmost asimportant aswhat you
know. There are several people and types of people who should have in your
contact data base:

a Other investors
Never think of other investors as competition. Rarely will you run head-
to-head with another investor on adeal. More likely, other investors will
work with you in a variety of roles:
7 Mentors
2 Joint venture partners
7 Money partners
2 Peopleto sall from



2 People to obtain deals from
b. People looking for a place to buy
If you know that Jim and Suzy would like to find alittle 3 bedroom 1
bath house to buy and start their family in, wouldn’t it make it alot easier
for you to make and offer and negotiate a purchase contract on a3
bedroom 1 bath house in the neighborhood they like, knowing that they
will take it off your hands? Not only will they take it off your hands, they
will pay for having found it and negotiating a good price for them. The
key hereisin knowing whom you can show the deal to once you find it.
c. Your persona support team
Do you really want to do everything yourself? Learn to delegate. Some
things aren’t worth you doing (you can make more money doing other
things), other things you don’t have the expertise to do, and other things
you simply don’t have time to do. Check out a description of the people
that make up your team on page 71.

Point #2 — No man or woman is an island!

Let’sget down to the nutsand boltsin the nitty-gritty.
We will look at two activities designed to allow you to make money in red
estate without the need of ever purchasing property yourself. As we showed
above, because you provide a valuable service to others, you get paid. These
two activities are:

1. Contract flips

2. Sandwich lease options

Different people might use different names, but the activities are broadly seen
as some of the least risky and easiest ways to make money. If you hear the term,
“wholesaling,” thisis what they’ re talking about. Sometimes, however, people
might talk about flipping, but they mean purchasing the house, then sdlling it
again quick after fix-up. This obvioudy entails certain elements that we wish to
avoid here: financing, purchase, fix-up, risk, work, and hassle... You get the
picture?

Mind you, there is nothing wrong with purchasing a property, fixing it up
pretty, and selling quickly. There' s alot of money there. However, we suggest
you wait until your flips and |ease options accumulate enough capital for you to
do it without worry.



S0 here’ s what you do:

Contract Flips

Simply put, a contract can be assigned. That meansthat if you are the buyer
under a contract to purchase and sell real property, you can assign your rights
under the contract to athird party. Assuming that the contract represents a good
deal for the buyer, giving up your buyer rights means you are giving up
something of value. For that you deserve to be compensated. Conversealy, the
assignee — the person to whom you assign these rights, gains some of value,
which must be paid for.

There is no set amount for the assignment fee. It can be considered as more than
afinder’ sfee, since you not only find the property but also negotiate a contract.
It has alot to do with the value of the property involved, and might range from
$1000 to $5000 or more. This might become clearer as we look at what you
actually do with a contract flip:

Thelnvestor’'sRole

In thisrole, the investor buys real estate with the intention of immediate resale
for profit. The flipper gains control over properties at well below the going or
"retall” rate. In a sense, the flipper acts as both principal and middieman, buying
at one price, then resalling at a higher price. In the absence of alarge margin
between the flipper’ s purchase price and the salling price, the resulting profit is
close to what areal estate agent might make off the deal. But the flipper may
only have afew hours of histimetied up in the deal instead of days or weeks of
work. Occasional bargain purchases bring a much larger profits.

In order to do these kinds of contract flips, you need no license. Y ou are not
regulated by any government agency. Y ou enjoy low overhead (work from
home, if you wish, you only need a telephone with voice mail) and flexible
working hours,

How Flipping Works
Flipping evolves through several levels, depending on experience, expertise,
and how much time and effort you want to put into it.



TheFinder

The Finder works as a"bird dog," finding potential deals. The Finder then sells
the information to other investors. This can be an excellent way to get started
because you don’t need cash or alot of knowledge and experience to look for
distressed properties. You look at a property for sale, gather the necessary
information, and then provide this information to investors for afee. The fee
varies according to the price of the property how much profit potential it shows.
Y ou can easlly earn five hundred to a thousand dollars every time another
investor uses your information to purchase a property.

TheDealer

Like the Finder, the Deader locates deals for other investors, but takes the extra
step of signing a contract for purchase of the property. When you do this, you
have two options:

1 Close on the property and turn it over for sale immediately.
2. Just sell the contract to another investor.

Either way, you provide more than just information because you control the
property with a binding purchase contract. If you put up earnest money to
secure the deal, you assume more risk than the Finder does. On the other hand,
by controlling the property with a purchase contract, your profit can be much
higher.

AsaDeder, you can flip as many deals as you can find. It's not a matter of
money; it's amatter of finding the deals. If you look on a full-time basis, you
can make well over fifteen thousand dollars a month without ever repairing a
property or having to mess with atenant. On a part-time basis, you could easily
make an extra three thousand dollars a month flipping a property or two. Now
you are atrue entrepreneur. He can work as much or aslittle as you wish as
your own boss and with no overhead. Thisis genuine freedom!

TheRetailer

Thisiswho buys the properties that Finders and Dealers locate. The Retailer
fixes up the property to be sold it for fair market value (i.e., retail) to whoever
will be living there. Of the three roles, the Retailer puts up the most money,
bears the greatest risk and stands to make the largest profit on each dedl. Part of
the risk incurred stems from the time needed to rehabilitate the property and
offer it for sale while dealing with carrying costs on the purchase, repair and



mi scellaneous expenses such as taxes and utilities. In contrast, the Finder or
Dedler get paid in just afew days.

If you're just getting started in real estate and need to build your confidence and
knowledge before moving on to other real estate ventures (but still need to
make some extra cash), you should start with flipping contracts. With flipping
you'll be able to earn while you learn the ropesin real estate and you don't have
to worry about risk if you do it right.

What is flipping? Very simply, it's contracting to purchase a property then
salling your right to purchase to athird person. And, yes, it is perfectly legd in
al states.

A Quick Flip Example
Here's an example of how atypica flip might work.

Let's say you find a house that is run down and vacant. It doesn’'t even have a
for sale sign in the yard. One thing you can depend on, though: whatever you
offer the owner is more than he or she is getting on this house right now. With a
little detective work (more on this later), you find the owner and negotiate a
"risk free" contract to purchase the property. The price you negotiate would be
better (i.e., lower) than 60% of the value the house will have after repairs are
made. Y ou offer avery low earnest money deposit ($10.00).

The great thing is that the owner was not actively selling the house, so a
minimum earnest money deposit should not create an argument, and since the
house was just sitting and presenting no economic value to the owner, the price
you offer can be low.

As soon as you get the signed purchase contract, you contact an investor that
rehabs houses in the area and offer to sell the house for $3,000 more than your
contract amount. That would still put it at around 60-65% of value, which will
be very attractive. To transfer your right to buy the property at the contract
amount to the investor, you fill out a one page "Assignment of Contract” form
and get $500 in earnest money. A few days later the transaction closes at atitle
company or an attorney's office and you get a check for $3000 PLUS your
$10.00 earnest money.



Does It Really Work?

Flipping contracts has been around for along, long time. We' ve read and study
alarge volume of material and developed a system that works.

A Word of Caution

Persistence is vital to success. Some months you may find two, three, or more
properties to flip. Other months you may not find any. Y ou want to continually
network yourself, not only to find deals to control, but investors or even
owner/occupants to take these deals off your hands. Develop new leads
constantly. Some leads will work out, some won't. Some sellers will be very
motivated, and some won't be.

We like the attitude of SWSWSWN. This smply means “ Some Will, Some
Won't, So What Next.” If a homeowner chooses not to accept your terms or
your offer, that is not a persona rgjection of you, it isasmple difference of
opinion. If the seller accepts your terms, you have successfully closed asae.
But even the greatest sales people do not close every sale. Time has away of
changing everything. Learn to stick with it, even when you are discouraged.

Where Do You Begin?

As Stephen Covey tells us (The Seven Habits of Highly Effective People), you
should begin with the end in mind. Y ou want to know what to do after you find
amotivated seller with a house you can buy well below market. If you find the
house first then try to figure out what to do with it, you might inherit a
nightmare. Certain preparation ensures a good and profitable experience,
beginning with lining up your real estate investment team.

1 Rehab investors or Retailersto buy your contract

2. A title company or an attorney to close the (Know how it works in your
state)

3. Most important — a good contract or agreement.

Let's go over each of thesein alittle more detail.



How To Find Investors That Will Buy Your Contract

For a moment, imagine yourself as a Retailer, with the capital you need to buy a
house to fix up and sell again. Y ou enjoy the work — maybe you're a
handyman, or maybe you just enjoy the profits from a good sale. Most likely,
you would rather let someone else do the footwork for you.

Your job as aFinder or aDealer isto find deals for the Retailers. But first
locate the Retailers so you know where to turn when you have a hot prospect.
They’re not trying to hide out, so you only need know where to look:

z#sRead Newspaper Ads. Look in the daily and weekly newspapers for the "We
Buy Houses" ads.

£2Y ou may even find billboards or signs around town that say "We Buy
Houses."

ee<Participate in local Rea Edtate Investor organizations (REI). Not only are
these groups' good educational experiences, but also you meet and mingle
with ahost of people who are happy to give you money for properties, or
even participate with you in the acquisition of other properties. Most major
metropolitan areas have at least one club that meets monthly. Y ou need to
join and attend every meeting. The networking opportunities are endless.
When you go to the meetings tell everyone what you are planning to do.
Once again, collect names and information aout people who are interested
in buying houses.
Attend real estate auctions, not as a participant, but to meet the investors that
gather. Foreclosure auctions and tax sales take place on a county basis, but
don't forget estate sales. Some investors hate to go out knocking on doors
and dealing with emotional, distressed owners; they much prefer to buy at
the foreclosure auction. At most auctions, the property must be paid for with
cash or a cashier's check within hours of the sale. What a wonderful
opportunity for you to meet cash buyers for the houses you find. Introduce
yourself to the investors and hand out business cards. Tell them you find
houses just like the ones sold at the auction and ask if they would be
interested in being contacted when you find something. Just as you did with
the "We Buy Houses' ads, you need to find out where and what price range
they buy in. Ask for their business card and make notes on the back or take
along a notebook. Make sure and do this either before or after the auction



because the investors will be focused on bidding during the auction and
won't appreciate distractions.

Keeping things organized:

Keep an information sheet or data base on each investor you meet. Be
honest and tell them that you are just starting out and will be looking for houses
that need to be rehabbed. Make sure you find out what |ocations they prefer and
the price range they look to. Some are particular about these things, and others
will accept any good deal from any location. Find out if they are acash buyer or
if they will need some extra time to arrange financing.

Keep Telephone L ogs. Once word gets around that you flip contracts, you may
get weekly phone calls from investors asking if you have anything. Keep alog
of who calls; these will be the first investors you need to contact when you have
adedl.

How To Find A Good Title Company Or Attorney

A good reason for networking with other investorsis to find out whom they use
for these tasks. By building a good relationship with the investors you call from
ads, meet at the investor clubs or at the auction, you'll develop a base of
mentors that you can call anytime you need advice. Don't abuse the privilege
though. Rarely will you make friends with someone if you call them frequently
and keep them on the phone for along time. Keep your phone calls brief and to
the point. Or better yet, take advantage of the time at the investor club meetings
for your questions. Some investor clubs even arrange for legal counsel for
members for alow fee or include it as a perk of membership.

The Agreement or Contract

Finding the motivated seller with the right house and the right price is the
starting point. Now you need to tie it up. You need a document that gives you
control over the property so that you are able to make money fromit. A rule of
real estate tells usthat if it’s not in writing, it doesn’t exist. Here you can record
al the points that you and the seller have agreed to orally. A contract lets the



seller know you're serious about buying their house and it provides written
instructions for the title company. All real estate contracts must be in writing.

There are a number of good sources for such a contract. That means thereis no
reason to wing it. Your best bet isto consult with an attorney to have your
contract written in your best interest. If you don't have the funds to pay an
attorney, the next best thing would be to start with your state's red estate
commission contract then add, or subtract, afew key clauses. A contract from
an office supply store will be too vague. Don't take that chance. The contracts
used by a Realtor or that you can get from atitle company work well, too.
Finally, your local real estate investor club may have a good contract for you to
use.

Whichever agreement or contract you use make sure to add a clause that
protects Y OUR interest and alows you away out of the contract. Examples are:

" Subject to approval of Buyer's partner.”
Note: Many red estate agents are wise to this one and recognize it as an
escape clause. If they question you on this, smply explain, "Thisisa
slent partner who wishes to remain anonymous.”

"This agreement is subject to Buyer's approval of satisfactory building
Inspection within 15 days."

"This contract may be assigned; in such event, the buyer named hereinis
Released of all further liability."

"This offer is contingent upon buyer obtaining new financing of their

Choice of $140,000 at 8% per annum over 30 years."
Thisissimply an example. Y ou would use the numbers that pertain to
this particular deal, with an interest rate close to the prevailing purchase-
money mortgage rate. Then if the rate you get is higher (which it
probably will be, since thisisinvestment financing), you have the choice
of withdrawing from the deal or waiving this clause.

If you cannot find a buyer for the contract, you notify the Seller in writing that
your partner did not approve the purchase of the house, or that you did not get
the specified financing. Then you are no longer obligated to purchase the
property. Y ou should send the notice by certified mail.



Everything you and the Seller agree to must be written in the contract or
agreement. If it's not, the Seller may develop a sudden case of amnesia. If the
property is vacant, you can add the following clauses to he contract:

"Buyer to receive access to property upon acceptance of contract for the
Purpose of making repairs or showing the property to prospective tenants.”

If the house you are buying is listed with a redltor, any real estate agent can get
you in to show it, and your team agents should be happy to do so. If, however,
the property is not listed, instead is for sale by owner, then you need a more
reliable access. What if the seller suddenly goes on a 3-week fishing trip to
Iceland? In this case you need your own key so you can get in whenever it suits
you. Add the following to the first statement, and you are covered:

"Buyer to receive keys to property upon acceptance of this agreement.”

You may even ask the Seller to alow you to place a For Sale or For Rent sign
in the yard prior to closing. Whatever you agree to, put it in the contract.

It is essentid that the contract does NOT have any clauses that would prevent
you from assigning the contract.



How To Find Houses For Assignment

Before going on, let’ s review the preliminary steps to complete before you
actually close a contract for purchase on a house you plan to flip.

a Locate three or more rehab investorsto flip contracts to

b. Have your contracts ready and thoroughly understand them

c. Know which title company or attorney you will use to close that first flip
deal.

Now let's discuss how you can increase your odds of finding and closing more
deasin the least amount of time. Here are four ways to find houses:

1. Farming for Houses

2. Tel the World - Recruit Bird Dogs
3. Research, Research, Research

4. Advertise

A combination of al four gives you the best results and greatest success.
However, you may have other time constraints (maybe afull time job) that limit
what you can do. In that case, pick the methods that best fit your schedule or
your budget.

Farming For Houses

Y our best farm area would comprise a 10 to 15 mile radius of your home. If you
live in amaor metropolitan area, it wastes time and money to drive all over
town to look for houses. Y ou'll quickly find that you are spending more time
driving than actually looking at houses or talking to motivated sellers.

Get to know your farm area like you know the back of your hand. It's not hard
to do: working just afew hours on the weekends will teach you alot. Drive
around within each neighborhood in your farm area. Keep alog or journal with
information about your target neighborhoods. The best neighborhoods for
flipping have houses that are about 20 years old. Newer houses probably won't
have enough equity to alow for a profitable dedl.



Find the for sale signs in these neighborhoods. Write down the address and
contact numbersin your log then call to find out the square footage, number of
bedrooms and baths, how long it's been on the market, and what's the asking
price. Keep al thisinformation in your log. With this information you have just
established the approximate market value of houses in the neighborhood.

If al the houses are newer or in good condition then you ssimple need to find a
different farm area.

What To Look For

Vacant houses: How do you spot a vacant house? Tall grassis certainly agive
away, asisaporch or doorway cluttered with phone books, flyers and coupons
from the local pizza parlor. Or perhaps a mailbox stuffed with mail that has not
been picked up. Boarded up windows are a sure sign of a vacant house.

When you find a vacant house, check with the neighborsto find out who owns
the house. Y ou want to find out how long they lived there, why they moved,
how you can reach them, how long has it been vacant — in other words, get any
information you can about the owner and the house.

L et the neighbors know that you are looking for houses to buy in the
neighborhood, and that you work with a group of investors (these are your
"partners’) that will remodel the house then sdll it to a good homeowner.
Chances are they are very anxious to have a "good" neighbor and will

cooperate. Don't forget to ask if they know of any other houses that are

vacant or in need of repair in the neighborhood. If you leave your business card,
they may think of a house after you leave and you want to make sure they know
how to get in touch with you.

Sometimes the neighbors just won't give you names and numbers of the owner.
If that happens, leave your business card and ask them to please get a message
to the owner that you are interested in buying the house.

Y our next step isto check the property tax records. The names of your fellow
taxpayersis public information and therefore available to you. Most property
taxes are paid on a county level, so thisis the place to start. Some tax offices
will give you the owner's name and address with just a phone call, others



require that you come in to check it yourself. Many Counties' tax records are on
the Internet. Thisisthe first place to investigate.

Once you find out who the owner is you can either send them aletter or
postcard or try to get their phone number and call them. Directory assistance
may well have it, or Internet white pages may work. Let the owner know you
saw their house at that particular address and may be interested in buying it.
Ask if they are interested in selling and get as many details about the house as
possible. Some things you need to find out are;

1. How many bedrooms, bathrooms, garages - what is the gpproximate square
footage? How old is the house? Does it have centra heat and air? Why did
they move? (These questions are just to warm them up for the important
guestions.)

2. Isthere amortgage on the house? If so, what is the approximate payoff?
3. Arethere any liens or judgements against the property?

4. What repairs need to be done? Estimated costs?

5. How long have they owned the house?

From this information you can decide if the house is agood flip candidate or if
you should just mark it off your list. For example:

If they tell you they owe $40,000 on the mortgage and the house needs
extensive repairs including foundation work, but you know from the
information in your log that homesin good condition in the neighborhood are
selling for $55,000. Y ou can quickly determine from this information that this
house just won't work.

They tell you they lived in the house for 30 years and the mortgage are paid off
but it needs $10,000 in repairs and they just don't have the money for repairs?
Y ou know from the information in your log that homes in good condition are
selling for $55,000. This has all the ingredients of a potentia deal: |ots of
equity, a motivated sdller and a house that needs work.



They tell you they owned the house for one year but just couldn't keep up with
the payments. Because it's such a new mortgage you can determine that they
probably owe about what the house is worth and it's not a flip candidate.

Y ou are looking for houses with at least 40 percent equity — the more the
better! So if houses in good condition are selling for $60,000, you want to find
houses that have at least $20,000 in equity.

A real winning combination is a house with plenty of equity that needs repairs.
Often is the excessive repairs that motivate a seller to sell below market; they
think it will take $20,000 to fix the house and they don't have the money and
have no way to ever get the money. In redlity it will cost less.

Occupied housesin need of repair: Sometimes the first sign of a motivated
seller isahouse that screams "PLEASE HELP ME" when you drive by.
Perhaps the owner is having financial difficulty and just can't afford to maintain
the house. Or perhaps that's just the way they live. Maybe it's arental and the
landlord won't put any money into fixing the house.

Y ou'll never know which situation it is until you contact the homeowner. To do
this, you can:

1. Knock on the door and tell the occupant you are looking for housesto buy in
the neighborhood and ask if they would be interested in selling (or know
someone who is). Make sure to leave abusiness card. If it's arenter, try to
get the owner's name and number.

2. Write down the address, look up the owner in the tax records and send a
letter or postcard saying you are looking for houses to buy in the
neighborhood and want to know if they would be interested in selling (or
know someone who is).

3. Look up the owner in the tax records, find out their phone number then call
with the same info as #2

If you send a letter or postcard, you may not get a response the first time.
Continue mailing to them every three to four weeks.



When you knock on the door they may say they aren't interested in selling right
now. That can change as they think about it. Follow up with aletter or postcard
every three or four weeks. Stop by the house occasionally to remind them that
you are still interested in buying.

An dternative to the postcard might be to leave a flyer on their door (and al the
other doors in the neighborhood) with the message: "l Buy Houses - Cash -
Quick Close - Any Condition."

If they show some interest in selling, then you need to ask the questions listed
above to seeif it is a candidate for aflip.

The follow-up is VERY important. Time has away of changing everything —
even turning an unmotivated seller into a motivated seller.

Tell theWorld - Recruit Bird Dogs

Y ou can expand your farm area and not take up any more of your valuable time
by telling everyone you come in contact with that you are looking for run-down
houses to buy. Tell al your co-workers, the people at the grocery store,
everyone at church, your kid's friend's parents, your kid's teachers, the guy that
fixes your car, the people at the cleaners, the waitress at Denny's, the people at
the barber shop or beauty shop, etc, etc. The more eyes and ears you have out
there looking for you, the more deals you will do.

You will find that it can be fun to network with bird dogs. As an example, from
now on, you should never pay for gasoline at the pump. Gas pumps can't give
you referrals, but the attendant in the convenience store certainly can. The fun
part comes when you discover the secret that makes everyone you meet want
and love to tak to you.

Her e sthesecret: Ask yourself, what topic are people universally most
interested in talking about anytime anywhere? The answer: Themselves.

If you have the attention of the convenience store clerk for 30 seconds while he
or she swipes your credit card, or of the pizza delivery guy while you write out

a check, you grab his or her attention immediately if whatever you talk about is
from his or her perspective. If the subject is the weather, let it be the weather as



they seeit, or asit affects them. If it isthe price of rice in China, let them tell
you how they feel about it, or what they know about it. Maybe you have a Ph.D.
in Asian rice economics, but if you let the plumber tell you about how it al
works, he'll think you' re a top-notch human being and will be happy to give
you 30 seconds to explain that you buy houses and would like him to find some
for you.

Always give your bird dog a number of business cards. The business card lets
everyone know you are serious and it insures they have away to contact you
when they find a house. Tell them to write their own name and how you get in
contact with them on the back of the card. Why? Y ou let them know you pay a
finder's fee of $250 to $500 or more for each house that closes.

Real life example:

“The very first flip deal | did was because | told my son's best friend's mother
that | was going to get into the real estate business. | told her | was looking for
houses to buy that were run down and I'd pay afinder's fee to anyone that found
houses for me.

A few days later she just happened to overhear someone where she works
talking about a house he inherited from his mother. It had been arental and was
so run down that he thought it could not be sold. She told him | was looking for
run down houses to buy. A few weeks later he had his house sold, a rehabber
had a new project, my "bird dog" had $500 and | had a check for $4,000.”

Finally, take the time to get to know the mail carriers, newspaper carriers, UPS
drivers and Fed Ex drivers assigned to your farm area as well as people that do
lawn work. These people travel al over town and can help to expand your farm
area. Make sure everyone you talk to has your business card, knows what you
are looking for, and know you pay afinder's fee for any houses you are able to
buy.

Resear ch, Research, Research
Often arecent event creates a motivated sdller. We have listed some of these

events below. Many of these events, like aforeclosure, are time sensitive —
meaning you have a window of opportunity to act and after a certain date it is



too late to buy the house from the owner. It is good to find out what the state
laws are concerning these "events' so you'll know how much time you have.
Y ou can get information about al these properties at your county courthouse,
tax office or other city municipal offices. Also you may also have alega
newspaper where this information is posted daily or weekly.

1. Foreclosure - Trustee sales
2. Foreclosure - Tax saes
3. Code Violations (red tags)
4. Divorce

5. Probate - death of owner
6. Evictions - landlords with bad tenant
7. Bankruptcy (Chapter 7 liquidation)
8. Criminal Act - going to jail

9. Out of State Owner

10. Liensor judgements

Although these properties may take you outside your farm area, you know that
the seller is likely to be highly motivated, whichincreases your odds of getting
agreat deal. Since you are researching this at the courthouse, you can also
check up on the probability of equity while you are at the courthouse before you
even contact the owners. Why waste time pursuing a deal with no equity?

How can you determine there is enough equity? First, find out when the deed
was recorded. The longer the owner has owned the house, the more equity they
will have in the house. If the deed was recorded 2 years ago, you can scratch
that lead off your list. On the other hand, if the deed dateis 10 or 15 yearsold
or more, jump on that one right away. As arule of thumb, you can figure that a
10 year-old deed equals 40% equity or higher.

Of course, if you don't have time (or lack the inclination) to research these
properties, you can hire someone to do the research for you. However, you will
need to train them how, so you better learn how first. Some County
Courthouses offer free classes to teach you how to research properties. Find out
if they do in your area and take the time to learn. Otherwise, just let one of the
employees show you how. Government bureaucrats don't receive incentive
from their employer to provide excellent customer service, but they do
appreciate good, positive recognition. Let them know you admire their expertise
and appreciate their service, and they will be more inclined to show you how to
do your research.



Y ou'll also need a good system for gathering information. This may as
sophisticated as a laptop computer database or as simple as aform you develop
for entering the necessary information about the house and the owners. Keep it
consistent for quick reference on any property or owner.

Advertising

Check the real estate section of your local newspapers. Most of the houses for
sale in the newspaper are in good condition and the owners want top dollar.
Besides, only a portion of the homes for sale shows up here a any one time
because of the expense of classified ads.

However, sometimes you can find an ad with phrases like “Handyman Specia”,
“Sdling Asls’, “Fixer Upper”, “must sell ASAP’ or “Estate Sale”’”. We call
these “motivation words’ because they signal a motivated seller. Others would
be “will consider any offer”, “needs TLC”, seller transferred.” Learn to skim
through the ads and scan for these words. Y ou may want to hold a hi-liter in
your hand. Simply dot the words as you scan them, then go back and read only
those ads with adot of color. This spares you the time waste of reading ads for
luxury homes on alakefront with 2 wooded acres that are definitely candidates
for flipping.

Consider running your own ad in the "Real Estate Wanted" section of the
newspaper. If it's too expensive in the daily newspaper, check pricesin the
weekly newspapers like Green sheet or Thrifty Nickel. The more people that
know you're looking for houses to buy, the more deals you'll do. Y our ad could
say, "We Buy Houses - CASH - Any Condition."

The fact of the matter isthat there are awide variety of activities that help you
find deals. Brainstorm, think about it, and you may come up with something no
one has ever thought of before. The key is your consistency and perseverance.
It's a numbers game, and if you look at enough places, you will find enough
deals to make you wedlthy.



Let’sTake A Quick Break Here

Y ou now know how to put together contract flips. We still need to go over lease
options, as well. But before we start, it might be good to look at one of the
characteristics of a success rea estate entrepreneur that will serve you well as
you start your business.

Ancient wisdom tells us that we should be before we do, and do before we
have. The opposite would say that we have to have all the trappings of an
investor (the Cadillac El Dorado, the double-breasted pinstriped suit, the fat
cigar, the gold money clip, etc.) before you can do what investors do, and that
until you do what investors do, you can’t be one.

Thetruthis, if you think like an investor, you will act like an investor, and the
having what investors have will take care of it.

Let’stake alittle time to check out what an investor really is. What follows are
a collection of attitudes, thinking-processes and activities engages in by one
particular and successful real estate investor. We asked this particular person
how he finds the dedls.

Q: You have achieved a great deal of consistency in your business. Hasthat
been difficult for you?

A: Consistently putting dealstogether iseasier than you think. Really!
Making things happen and making serious money as ared estate investor
doesn't require luck or extraordinary negotiation skills, and it doesn't take talent
or money or a masters degree in business.

Heck, none of that stuff matters. What does it take? In aword,
PERSISTENCE.

I'm able to put dedls together today because | continually get my message out
to people who are looking for someone to help them out of their difficult
situation.

Q: Soyou're saying that you keep at doing what works, you're successful ?



A: Persistence ls The Key. You've heard of the “motivated seller"? Guess
what happens when he' sintroduced to Mr. Motivated Buyer. I'll tell you what
happens, deals! Things get signed off and someone ultimately writes a check
with my name on it. And that’s what it’s al aboui.

Make sense? In order to put deals together consistently, just put your message

into the hands of the people who are eager to sell, and your successis virtually
guaranteed.

But you have to get your message out there consistently. Persistence is the key.
Q: What kinds of things do you do consistently?

A: There are lots of waysto pull it off. I like postcards, and | send them out by
the hundreds. Postcards deliver my six-line message with my phone number
right there at the bottom, and if someone is thinking about getting rid of his
property about the same time that thing shows up in their mailbox, boom,
there’s aded in the works.

But you can't just go send postcards to everyone. Y ou need to target your
mailing to the people who will most likely be looking for someone like you.

Example? We' re dways researching public record and pulling names and
addresses of people in trouble, and that includes people who are delinquent in
the payment of their property taxes. After four years of unpaid property taxesin
this state, that property gets scheduled for aforeclosure auction. Y ou think
those folks might be motivated? Y ou bet they are. We mailed out a bunch last
week and I’ ve got four or five callsto return on my voice mail right now.

Doing nothing more than this sort of thing, we consistently close six, eight, or

even a dozen deals virtually every month. Again, it's not luck or talent or skill

that allows this to happen, it’s getting that phone to ring with a hot-to-go seller
on the other end.

There are people who right now, at this very moment, are hoping and praying
for someone like you to appear in their lives and help them out of their bind.
Heck, they could be right next-door. Now, ask yoursdlf this. how would they
find me?

Often, your only rea answer is“they can't.”



However, if that motivated seller isin my town, he can pick up the newspaper
and see my ad, or call me on my signs or find us on our

Internet sites or even - respond to our postcards. Because if he'sin foreclosure,
or going through an eviction, or is delinquent in his property taxes, or has an
IRS lien, or hasn't paid his water bill, he's heard from me.

Q: What do you put on your postcards?

A: It'svery simple, because | can’'t depend on everyone liking to read alot. In
fact, that's why we use postcards instead of |etters. If you get a pile of mail, and
one of the envelopes has amailing label on it, do you bother to open it?
Probably not. Even though my postcard is obvioudly junk mail, you can’t help
but read the message. It’s short, it’sin big print, and it jumps right out at you.

The message is sSimply that an investor islooking for houses to buy, any
condition, default or foreclosure situations OK, pay cash, then my phone
number. | make the print big enough to fill up most of the card. Some people
even make the card a bright color so it stands out. If | find out from public
records that a homeowner isin default on the mortgage, they might get my
postcard once aweek, because how else are they going to get out of trouble?

Q: So all you do to contact potential sellersissend postcards?

A: There Are Many Ways To Find Motivated Sellers. There are dozens Of other paths
to the motivated seller’ s door, and time spent figuring out who those folks
might be is generally time well spent indeed. | specialize in systematically
finding and targeting these motivated sellers.

We had a sdller sell us a $35,000 property last month for $3,500, a

Tenth of it’s value, because he could no longer even think about “that damn
tenant” in the place. Now he responded to a postcard sent to delinguent property
tax owners. But it works just as well with newspaper ads.

A sdler paid me $500 yesterday to take over payments on his home. But he
owed less than 80% of what it was worth and has an 8% loan with payments
that will allow us positive cash flow. Reason for selling? The Air Force
transferred him and unless he sold right now, his wife would have to stay
behind until the house is sold. He responded to my ad in the paper.

A: Isthetext of your newspaper ad similar to thecard?



A: It's pretty much the same. The nice thing is that the ad goes out to so many
people for one cost. But it’s not like the postcards are hugely expensive. It still
only costs 20 cents a piece to mail them, and | print them off on my computer,
four to a page on cardstock.

| get results from both ads and postcards. Oh, but here's something that the
postcard can do that ads don’t. It's easier to hit out-of-state owners. Absentee
owners are good to work with. The hasde of being in a different state provides
its own motivation.

Earlier this year, we bought three houses in one month on a mailing to out-of-
state homeowners. In each instance, my postcard showed up in their mailbox at
just the right time in their lives and they were sufficiently motivated to get that
property out of their lives once and for al. Hey,

good thing | showed up, because when the dust settles, we'll have netted over a
hundred thousand dollars on these three deals alone. Get the idea?

Q: Bottom line, what you’re doing seemsto work.

A: | talked yesterday with at least six seller s who were responding to any one
of my marketing strategies. Six! Now, not a one of them seemsto have

anything I’'m likely to buy, but that’s not the point. The point is, people are
caling.

Q: So now we're back where we started, with persistence.

A: Again, ask yoursdf: “How many sellers called me yesterday?” If the
answer is“zip,” then you' ve got some work to do. Lay the groundwork by
getting your marketing in place. You don’'t need to do it al at once or have a
dozen things in place for now.

Just get yourself set up with at least one good marketing strategy that puts
calerson theline.

If you can figure out away to do that consistently, you're in business.

Options asaway to gain control over a
property



Tipsfor Startersto Truly Usethe L ease Purchase Contract

L ease options as a means of gaining control over a property is arelatively non-
risky way of making money in real estate, aslong as you do it correctly. We
have compiled a few points here to help you structure your agreements right for
less hassle and fewer problems.

Tip #1— Beasmart and a good landlord

Landlords are creditors. Think of that. They let people live in their property in
trust that they will get paid. As acreditor, you should make good use of the
credit tools available to you. Make sure you screen your tenant/buyers properly
to avoid problems with them in the future. As the landlord/seller, the two major
concerns that you will face are collecting rent on time and the destruction of
your property. These risks can be greatly reduced, if not eliminated, with alittle
research.

Minimize Your Risk

22 Have the tenant/buyer fill out a detailed rental application.

72 Check the tenant/buyer's credit history.

72 Make an unannounced visit to the tenant/buyer at their current residence to
see how well they maintain it. What you see there is what you will see at
your home.

7 Call previous landlords to verify payment history, quality of tenants, etc. If a

previous landlord is reticent to revea any information for fear of liability,

smply ask, “Would you rent to this tenant again? Now they can be honest
without fear. Incidentally, the current landlord may not be a good source; if
thisis the tenant from hell, he or she might tell you anything you want to
hear to get relief.

Verify the tenant/buyer's employment.

Ask for many references and check them.

Get alarge option deposit to create value in the tenant/buyer's mind.

Make the tenant/buyer responsible for the maintenance.

Use your instincts.

i JON, T S S

Why is this so important? Because you want to focus all of your time creating
new opportunities and enjoying lifeto it's fullest — not worrying about tenants.



Tricksof the Trade

Here are afew ideas to create a good rapport with tenants who hold an option to
buy. It's not necessary to become their drinking buddies, but people generally
destroy rental property out of hogtility toward the landlord who ownsit. If the
tenants have good feelings toward the landlord, they generally pay promptly,
behave better, and keep things cleaner and in better repair:

1. Encourage tenant/buyersto allow automatic transfer from their account to
yours.

2. Coincide rent due dates with tenant/buyer's paydays.

3. Send your tenant/buyer a holiday, birthday, or better yet, a Thanksgiving
card. How often do you receive Thanksgiving cards? They will definitely
remember it.

4. Tenant/buyers who think like home buyers act in the following manner:
they take better care of your home, they pay rent on time and fulfill other
obligations, they handle repairs and other maintenance and they improve or
upgrade your home. To create the appearance that they are actually
homeowners, you should send them a monthly statement that shows their
current amount due, due date, late payment fees, and any notes you want to
include.

5. When signing alease, give the tenant/buyer twelve-stick’ em labels with
your address printed on them. All they need to do is pedl off one each
month, place it on the envelope with a stamp and malil it.

6. To encouragetimely rental payments, on an addendum to the option to
buy, state that the tenant/buyer will receive an option consideration bonus
(maybe $1,500) if they make al of their monthly rental paymentsin a
timely fashion. If they don't make their payments on time, declare the
option consideration bonus void by sending written confirmation to that
effect.

7. Inthe first month, welcome the tenant/buyer as a "future home buyer” and
use that term in both oral and written contact.

8. Send an "on+time thank you voucher," valued at either $25 or $50 good
towards the purchase of the home. If they are ever late, any vouchers
received up to that point are considered null and void.

9.  While lease purchasing a home to a tenant/buyer, it would be to your
benefit to give them a periodical checkup to see what progress they are
making towards purchasing your home. Y ou want them to be ready when
the time comes.



An ounce of prevention really pays off and your home should be on automatic
pilot.

Tip #2- The Marketplace

Rent to own is not afad. It is the beginning of the next creative rea estate
revolution that will affect the way you and your family work, live, and play for
the rest of your lives. According to the Association of Progressive Rental
Organizations, the rental industry's trade association, the rent-to-own business
is more than forty years old, generates about $4.4 billion in revenues for the
Industry, and serves nearly three million customers. It shows no signs of
dowing down, in fact, all indications point to increased revenues for yearsto
come — especialy with the advent of the lease purchase contract in real estate.

Until now it has been difficult for anyone who wants to buy, sell or invest in
rea estate to really make it a big success. Here now ways to make sure you are
successful — just look at the previous successes stories.

The lease purchase is second to no other form of financing. Look at those
people who sall their home with seller financing. First, they give up title to their
home and transfer it to the buyer. Then they take back a second mortgage note,
which isjunior and subordinate to the first mortgage granted by a bank or
mortgage company. If there are future problems with payments, they will have
to go head-to-head with a well-funded financial institution and its army of
attorneys to try and salvage any of their rights as creditors. They start the
process at a huge disadvantage because the mortgage they hold is subordinate to
the bank’ s paper. Besides, if they did have to foreclose to get their property
back, it is atime-consuming process (ayear or more) and requires an expensive
attorney to do it.

Contrast this with alease option sale. Y ou do not give up ownership or control
of the house until you get paid in full. Failure to pay means you evict, not
foreclose. The option agreement istied to the lease so that default of the lease
means default of the option. Once you evict the previous tenants, you Ssmply
place new tenants in the house who pay you the normal option consideration up
front. If rents have gone up in the neighborhood, the new tenants pay the new
higher amount.



So not only are you offering something that will attract attention, especialy
among first-time home buyers who do not have a down payment saved up or
who lack the excellent credit needed for the best financing packages, but you
are making things easier on yourself, aswell. Thisisa Win/Win situation for
both you and your buyer/tenants.

Tip #3 - Offering Value and Asking for the Sale

When you place a tenant/buyer in a house, you complete a sales transaction.
Y ou have sold them on the concept of obtaining this house on your terms. That
makes it very important to remember why people buy anything. Why do people

buy?

People buy because of a perception of need, based on their
feelings of what the product or servicewill do for them.

Always remember that people never buy a product or service because of its
features (the factual information). Rather, people will buy a product or service
because of the benefits they get fromits features. For example, you wouldn't
buy a home because it has a large yard, a washer and dryer and a two-car
garage. But you would buy a home if your children will be safe and have a great
time playing in the large yard. Knowing that you will have more free time
because you don't have to go to the laundromat to do your laundry will generate
action from you. Knowing that the garage protects your cars from vandals,
damaging elements, or save you from scraping ice of the windshield will get
you excited. People care about what the product or service will do for them —
the benefits.

Be sure to offer vaue in the form of benefits to your tenant/buyers or, if you are
the tenant/buyer, be able to create the lease purchase deal and offer value to
your landlord/seller. Understand you clients' needs, and you can address them
with benefits.

What do your tenant/buyers need? For starters, the most common reason for
buying with alease option is because credit problems make it difficult to get the
kind of financing that make immediate purchase possible. An option gives the
tenant/buyer time to repair credit while actually accumulating a down payment.



The same type of mentality that makes people buy furniture rent-to-own makes
them flock to lease options. That mentality is smply the “I want it now!”
philosophy. People smply don’t want to wait until the kids are nearly grown to
buy a house, but it’s difficult to afford it when the kids are young.

How about getting the deal to offer?

The other side of the coin is getting a current owner to let you gain control over
the property with an option of your own. Why would an owner/landlord want
to do this?

Again, it's a matter of benefits and value. This value comesin many different
forms: faster equity accumulation, top sales price — even if demand is low for
the home, higher than usua rent, no Realtor commissions, minimum cash out of
pocket.

The owner/landlords you will be talking to are not offering a lease option when
you come onto the scene. They are elther trying to rent a house they own or
they are living in the house now. If they are trying to rent it, it might be because
they couldn’t get it sold back when they bought their new house, or (even worse
for them) got transferred to a different state, or elsethey inherited it, or a one
time thought they wanted to be alandlord, but don’t know how to do it right.
The point is, now they are dissatisfied with the status quo.

L ease purchase deals are not found — they are created. Using negotiation as a
tool for success, you can quickly and easily buy or sell any kind of red estate.
We will explain some strategies for doing this below.

Ask for thesdle. Let's say it again. Ask for the sale. You can increase your
results by up to 50% or more by simply asking for the sale. Many top sales
people understand and appreciate this smple method to increase their
productivity. Thereisafundamental rule to real estate success:

| f you don’t ask, you don’t get.

If you really look at the profile of a homebuyer or sdller, you'll find that these
are people who are usually well educated, hard working and have some
disposable income. Almost all of them have good jobs and pay their bills on



time. Because they each have different needs and desires, it will be your job to
determine exactly what problem they have and offer a solution to their
problem — thisis the power of the lease purchase contract. It is the most
flexible creative finance technique available to any free market in the world
today!

Tip #4 - Rewards, Value, Safety and Security

Creating a lease purchase deal can be very rewarding (both monetarily and
mentally) if you do it right. Do you have any idea how quick and easy most
lease purchase deals actually are? For example, you all have heard of rent-to-
own furniture stores.

These companies serve over three million customers each year and generate
over $4.4 billion in revenues.

These are some serious numbers.

Y ou simply will not find a more safe, secure way to transfer ownership in real
estate. We are reminded of a quote that attributed to The Great One, Wayne
Gretzky, "Y ou miss 100% of the shots you don't take." But you must have the
proper knowledge in order to be successful using the lease purchase contract.

Below are afew examples of what you should know when it comes to buying,
salling, renting, listing or investing in real estate. They are broken up into two
categories, Features & Benefits and Marketing Tips.

Features & Benefits

The lease purchase contract is the quickest, easiest and least expensive way to
buy, sell or invest in real estate. It replaces the typical adversaria relationship
that usually exists between buyers and sellers with a win-win concept of
transferring real estate ownership. Asaresult, it is highly sought after by those
who are aware of its powerful features and benefits.



A Small Sample of Landlord/Seller Benefits (thisiswhat it does for you):
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Top Sades Price, even if demand islow for the home: Y ou attract to your
home more tenant/buyers who are willing to pay a premium because of the
terms and value you are offering.

Higher than Usua Rent: Since you are flexible on your terms and are
offering vaue, you can demand a higher than usua rent.

Positive Cash Flow: Since you can demand a higher than usual rent, this will
increase your cash flow.

Non-refundable Option Consideration Up Front = Minimum Risk: When a
tenant/buyer executes (signs) a lease purchase contract, you receive an
option deposit that is yoursto keep if they default on the deal or decide not
to buy.

No Realtor Commissions. Since you are selling your home yourself, you
will avoid paying a 6% Realtor commission. In the case of For-Sde-By-
Owners, you save on advertising costs because you will have your home
lease purchased more quickly.

Attraction of the Highest Quality Tenants: Y ou are dealing with
tenant/buyers who have a vested interest in the home, therefore, they think
of themselves as homeowners and tend to take better care of it.

Tax Shelter is maintained: Y ou remain on the deed until the option is
exercised and, consequently, you maintain all of the tax benefits of
ownership.

No Maintenance, No Land lording: Tenants who have a vested interest and
believe they are a homeowner may feel a"pride of ownership” that
encourages them to pay on time, perform maintenance, and make
Improvements to your home. Additionally, you can delegate maintenance to
the tenant in your lease purchase agreement.

Larger Market of Buyers. You are marketing your home not only to buyers,
but also to renters and investors. These three groups make up 85% of those
seeking to acquire rea estate.

No Long Vacancies. Y our phone will ring off the hook when you advertise
your home is alease purchase deal. Typical turnover timeis