Real Rules For

How to Buy and Sell Real Estate for a profit

1.

Real Rules for Real Estate

Buy Local
It is imperative that you buy locally. This ensures that you are familiar with the
environment, tralfic, proposed changes affecting the neighborhood, sales patterns, area
quirks, politics, problems, number ol children in the area, ethnic diversity, conflicts,
lawsuits, schools, shopping, frceway aecess, churches, parks, upward (or downward)
trends.

Buy the Cheapest House in the Neighborhood :
It is best o buy the lowest priced property (at an additional discount) in any
neighborhood. Almost all potential buyers want to live in affluent neighborhoods when
their budget dictates otherwisc.

I would not buy a 900K home for a 50% discount in a 300K area. T would be very happy
to buy a 300K home for 350K in a 900K neighborhood.

Establish True Value
Most real estate agents are satisfied with three comparables, Appraisals usually include
three comparables to support their estimates of [air value. The most common comps are
those that emphasize similarity of the house structure and style, rather than location.
Also, comps must be “recent” (not too far back in years of sales activity) and must
actually have been successfully sold.

Many appraisers will use comps from different neighborhoods, far from the subject
property, in order Lo be as “similar” as possible to the property in question.

Factors such as (a) different square foolage, (b) pool, (c) garage, (d) solar, (e) two-story
vs one-story are reasons for using (more) similar comps from outside the local
neighborhood. FYI...The appraiser may not know about potential sales (or expired
listings) if they were “FSBO" (For Sale By Owner).

I require twenty comps, rather than accepting faith in three. If twenty comps are not
available, then T want to go back year-by-ycar in the same neighborhood, adjusting for
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differences in sq. footage, pools, garages, outrageous listings that expire, FSBOs, and
yearly appreciation. Twenty comps gives me accuracy and confidence that supercedes
what typical “Real Estate Agents” and appraisers have to say about any specific property.

My twenty comps also give me purchasing support for my purchase offers and ultimately
for my sale (resale) of that property. I might even use my data to convince an appraiser of
the value when T resell it — thereby making the appraiscr try harder lo validate my stated
price. Il I give the appraiser a copy of my resale contract, he also has more reason (o
agree with my value.

Get a “Hungry” Purchasing Agent
Gel a “hungry” real estate agent to locate your comps; one that is apgressive and will
work hard for you. Find someone with an oplimistic personality and sales ability and
good lunguage skills. Experience and years of service are not always the key...hungry is
the answer.

To be successful at getting the right agent, you need Lo interview ten or more agents to
find a truly motivated (and able) person who is persistent enough to get complete

contracts, 1t is also important that you declare your intentions regarding (a) twenty comps
and (b) the cheapest house, so that they understand your minimum requirements. You
need to tell them that you arc prepared to make an offer (or more) per day until you
secure an acceptance. They need to agree that they can have many offers rejected, yet
“slay the course™ until successful.

One saying that I firmly believe is, “You may have to process ninety-nine ‘NO!
responses before you get one "YES!P™ If in fact, someone agrees to your first offer, you
may not have gotten that allractive a deal.

Be sure Lo tell the agent that:

A. Fixer-uppers are okay D. Anything regarding color is okay
B. Layout is okay E. Built-ins/lack thereol are okay
C. Any bad [inance terms are okay F. Flexible closc and cscrow whenever

The key is to get the property cheap. Then get further reductions [or repairs, financing,
problems, late move-outs, holding time, history, or rumors.

Your offer of flexible close of escrow and occupancy can simplify negotiations for
further discounts, payoff holdbacks, and rent payments.

Live In the Property
These rules may apply to other types of property; however, in this instance, they are
specifically discusscd for residential properties. The key of this discussion is to
understand that it is best to actually live in the first property you acquire.

If this is your first real estatc transaction, you are expected to have serious doubts about
your potential for success. The fear that is associated with such a large purchase is
natural. This fear will gradually be reduced with each successive purchase, but do not
mike a second purchase until you sell the first one and long after “Buyers Remorse” is a
memory.
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6.

Living in your first investment property eliminates much worry regarding damage to a
vacant house, property management, holding time costs, and allows you to increase value
by continuous repairs and improvements. A lived in appearance and aroma can have
positive cffcels with a buyer.

Holding Costs

Look at the average holding periods of other propertics sold (twenty comps) and be sure
Lo reduce your price offers according to the following example:

=  Value of Property 200,000

* Discount 30,000 (15%)

= Hold Time 12,000 (6 months @ 2000)
* Improvements and Repairs 10,000

= Sales Costs 15,000

= Offer Price $133,000

In the above example, hold time of six months at 1% of purchase price per month is
typical. Your arca comps may be different, but 1% of value is a good standard rate per
month. Now, if you are living in the properly, you might argue that you do not have
holding costs, but that's a bad argument. If it was vacant, you would have to clean,
carpet, paint, arrange movers, get utilities, cxpect vandalism, and undergo other
uncxpected expenses. After that experience, you will never ignore holding cost estimates
again. Besides, you are doing this as a “business” and the rules are your Business and
Operations Management philosophy. It is simply a business plan: ignore it and you will
risk failure,

FYI: You may be able to reduce costs in all of the various estimated areas. ..

For example: hold time may be small, repairs may be less expensive than expected, and
maybe you can “trade” for improvements from [rends or relatives.

If you buy title insurance with a “resale provision,” some companics only charge 10% of
the second (your resale) title insurance fee. If you use the same escrow company, 50% of
the resale escrow fee would be reasonable. You must get title and escrow discounts in
writing prior to your purchasc completion. If you are lucky enough to resell the property
yourself, you have “earned” the (savings of) sales commissions. Another way to look at it
15 1o realize you could have been earning income selling another house, or a car, or
working, selling molor homes, with the same time and effort, and been “paid” a
commission to do so. Do not think for one minute that selling your own house “saves a
commission.” That implies that you are willing to work for free.

I don’t recommend that you sell your own properties without a real estate agent. Tt is
almost always easier to get a higher price and a [aster sale, selling things that belong to
someone else. People easily believe sales pitches from agents that provide a selection of
propertics, thal can say negalive, as well as positive things about various properties,
thereby taking pressure off of only having one property to sell.



Agents are also in excellent negotiating posture to relate offers and counter offers,
enticing alternative methods and compromises. Buyers and sellers without agents come to
a finish quickly and have very little areas of negotiation,

» There is one exception to the need for a real estate agent, and that is if you are living in

the property and do not care how long it takes to scll.

Repair and Improvements

The best fixer-upper is the one you sell before you fix it up. I've seen many investors that

refuse to show or scll their investment simply because they haven’t done the work yet.
They are determined to do the actual work, foregoing the same profits until a later date. If
you do end up dang repairs and improvements, be sure to only work on areas that will
improve value (sales price) at a 2 to 1 Return on Investment or more, such as:

% Return on Investment: 10 to 1 return

s Entrancc Door, Doorbell

¢ Porch, Porch Light

* Entry Flowers, Steps

« Mailbox, Doormats, Entry Décor
“* Return on Investment: 6 to 1 return

¢«  Windows, Rear Entry

¢ Entry Walkway, Front of House

¢ (iate, Driveway, Garage Door

s Interior and Exteror Paint
4% Return on Investment: 3 to 1 return

¢ Front Lawn, Front Fence Repairs
* [Entry Tile
¢ Replace Worn Carpelt, Kitchen Upgrades
¢ [mprove Floor Tile
< Return on investment: 1 to 1 return

¢ Rear Yard, Move Interior Walls
s Convert Garage to Living Areca, Convert Patio

e Change Colors or Styles of Tile, Carpets. Kitchen Cabinets, and Patios
< LESS RETURN THAN YOUR COSTS

* Swimming Pool, Jacuzzi, Fountains, Closets, Barbecues
s Rear Landscaping, Fencing, Change Colors, Lawn Furniture
* Heaters, Air-Conditioning, Rear Fences, Intercoms, Screens

Only repair or improve in neutral colors or earth tones. Many buyers already have
colored furniture and accessories and may not like the colors you've chosen. Mixing
colors of any kind with earth tones and shades of white are usually acceptable to the
majority of buyers. They can resolve to make do and later to modify over time.

Generally, emolions and first impressions will allow or restrict sales. Most purchase
decisions arc made by the time prospects are just inside the front door. Very few buyers
change their minds from a negative first impression (that sometimes occurs in the first
sixly seconds).

Get a Good Selling agent

Usually good purchasing agents (Rule #4) are not automatically good selling agents.
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The purchasing agent should be proficient at easily acquiring twenty comps, documenting
potential properties and FSBOs, new properties on the market, potential [oreclosures,
potential listings, difficult sellers, unusual properties, desperate sellers, and crime
properties, They are specifically “in a rut,” doing many of the above things.

Selling agents usually have a better knowledge of chain of title, escrow procedures,
traditional financing requirements, appraisal procedures, zoning and governmental
requirements, property taxcs, carthquake and flood zone issues, truth-in-lending
disclosures, open houses, and toured propertics.

It is highly recommended that you find an agent that has many of the above qualities,
abilities, knowledge, and has motivation, and salesmanship.

By way of these rules (#1 to #10), you can be reasonably assured that you will have
success, While it may be difficult to find a “willing and able™ agent, it is well worth the
effort to interview many agents belore committing to a single agent to perform this plan.
Do not use more than one agent at a time for either buying or selling. They will trip over
the same properties and will stop working with you.

Many (certainly the majority) of agents are content to accept whalever “easy” business
that comes their way. Usually, this means friends and neighbors and friends of neighbors.
Almost all agents become either a “Listing Agenl” or a “Buyers Agent,” thereby getting
into a pattern that narrows performance and opportunities. Most all agents are trained in
traditional bank financing, and many cannot understand or participate in seller financing
or creative financing. Many agenls have such strong opinions, that they eliminate
discussion of discounts, repairs, twenty comps, or [lexible financing. Some even dismiss
the idea flexible appointments and showings! Find someone else to earn all the
commissions on your purchases and resales.

You must find an agent to pursue your goals, your way, using these rules. When you find
the right agent, they will ask you for a copy of these rules, guaranteed! Hide this last
statement and start intervicwing agents and find out for yourself. Almost all agents will
be profoundly enthused or dismayed by the rules. Very few will be non-committal,

Buy and Resell Mathematically

The basic idea is o avoid emotional decisions; leave emotional decisions o others,
keeping potential profits for yourself. This does not mean treating anyonc unfairly. In
fact, my motto is to trcat others as you would have them treat you. Always imagine how
you would feel in their position. Instead of limited options, present multiple options,
making them (and you) even happier. | am happier when they are happier, and I am sure
unhappiness is universal, as well.

They may not be very happy if I simply offer a discounted price for their property, so
purchase prices are negotiable. Following is an example:



» Property value as determined by comps minus repairs: $200,000.

Offer #3

Offer#1 | Offer #2 Offer#4 | Offer #5
Purchase Price 140,000 160,000 180,000 185,000 | 200,000
Existing Loan _ 80,000 80,000 80,000 80,000 | SG,U{iU |
New Loans All Cash NIA- N/A N/A N/A
Owner Will Carry 0 50,000 75,000 90,000 .1 10,000
Cash Down ﬂJ,iKHJ 30,000 25,000 15,000 10,000
Close of Escrow Anytime | Anytime | Anytime | Anylime | _Alr;ytime
Occupancy Anytime A;ly{irm: Anylime | Anytime | Anytime

Note how much flexibility is available. In fact, too much! Keep in mind that your agent
usually presents the offcr to the owner and the owner’s agent. It is best to offer number

one initially and to suggest verbally that they counter offer with something like offers 2,
3,4,0r5.

The best time to make a profit on a real estatc transaction is when you buy it. This is
much beller than waiting until the resale occurs. If you acquire the properly at a
significant discount, you make a profit going in, and can still make money going oul. At
the very least, you arc gelling somewhat of a guarantee that there will be an ultimate
profit.

MYTH#1:  Buy, hold until value increases, then sell. While it may be true, you cnd up
holding a property for a period of time. AVOID HOLDING TIME! If you bought it for
85% of the true value, SELL IT NOW, hopefully for 110% of the true value.

MYTH#2:  Buy a fixer-upper; fix it; then sell it. You have allocated a budget for
repairs and improvements and a period of time (hold costs) o finish your project. But,
why wait? SELL IT NOW, and be happy o reduce the price by (almost?) the budget
allocated. Get the same (or more) profil now...

MYTH #3:  Save money by repairing or selling yourself. Just because you have some
skills to repair or make improvements yourself, or can get materials for free, or are a
“Bormn Salesman,” does not change the value price of your offer, or price (wages) you are
willing to work for. Would you rather be working “for free” on your repairs or get paid
$85.00 per hour working on a real job?

MYTH #4:  Buy and then wait for gradual appreciation. Prices do not necessarily
gradually change. They can instantly go down, such as when industry has a layofT, or a
plant closes, an earthquake occurs, or a military base closes or is deployed for war. They
can also go up instantly. Such is the case when the only three houses in the neighborhood
that were priced at: (a) $200,000, (b) $210,000, and (c) $220,000 are now priced at (b)
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10.

$210,000, (c) $220,000, and (d) $221,000. It is very possible that the sellers of (b) and (c)
will increase their listing price when you make them aware of your listing price. At the
very least, they may become much more {irm on their price, now realizing that they arc
compared to you!

NOTE: The property (a) is the property you bought, then changed the price from being
the cheapest to being the most expensive,

MYTH#5: You cannot sell for higher than true value. Terms, flexibility, and
emotions determine price. If all of the competition requires 60 day closes of escrow, and
you will close quickly, you can usually sell at a 2% higher price. If all of them require
new financing (and qualilying) and you don’t, you can usually sell for 3% more. If you
offer browns, whites, and neutral colors, and they have red or yellow or other hright
colors, you can usually sell for an additional 2%,

MY TH#§: The washer, dryer, and fridge affect the price. Always ask to include items
like the washer, dryer, refrigerator, lawn mower, pool equipment, and patio furniture
when buying. You can always give up that request during a counteroffer. Many times,
they have no further need of those items and are burdened by their disposal, anyway.
NEVER (initially) offer thuse items on the resale listing. Quite often, buyers already plan
to buy those items or already have them. Find out, then offer to sell them with the deal or
include the items, instead of lowering your price.

Be Flexible

Flexibility includes close of escrow date, occupancy dates, interest rates, down payment
amounts and payment dates, length of owner-carricd balloon financing, structured
principal paymenls, contingencies, the ability to refund deposits, and cven the size of
deposits. Be prepared Lo show credit reports, resume, asset lists, and/or references.
Basically, be prepared to prove thal you can complete the transaction and that you are a
completely safe buyer that virtually eliminates any scller risk.

Before you make any offers, have assurances that you have ready cash and are prepared
o close escrow immediately. Be absolutely sure that you can keep [ulure payments
current for at least 12 months in advance. Be sure that you can get the repairs and
improvements done within your budget. Have a few thousand dollars available for
unexpected events or emergencics. Have more than one resource available for each
repair. Do not expect to rent the property! Remember one. thing..."Renters are scum!™
Repeat that to yoursell as oflen as necessary. Remember, you should be living in your
first property. However, never rent your properties, unless you are prepared to hire a full
time property manager and you have at least 16 units or commercial investments. Less
units are simply an aggravation and more trouble than they are worth.




BLENDING INTEREST RATES —

Sometimes it is agreeable to pay extremely high interest rates, points,
and other fees; especially if there is already a large loan at a low rate.

For instance, you may be able to get a huge discount on the property,
or eliminate other costs like commissions, fees, closing costs, late

charges, foreclosure fees, penalties, etc.

For Example:
Fair Market Value:
Purchase Price:

Great:

Cash Down Payment:

1" Mtg. Balance:
2" Mug, (New):

Really Good:

Cash Down Payment:

1*' Mtg. Balance:
2™ Mtg. (New):

Good:

Cash Down Payment:

1" Mtg. Balance:
2™ Mtg. (New):

Sorta Good:

Cash Down Payment:

1" Mtg. Balance:
2™ Mtg. (New):

Sorta BAD:

Cash Down Payment:

1¥' Mtg. Balance:
2™ Mig. (New):

400,000
280,000

==
10,000
260,000 Assume 6% Existing Loan
10,000 Hard Money 18% Loan

-Dr-
10,000
250,000 Assume 6% Existing Loan
20,000 Hard Money 18% Loan

-OT-
10,000

230,000 Assume 6% Existing Loan
40,000 Hard Money 18% Loan

-0r-
10,000

220,000 Assume 6% Existing Loan
50,000 Hard Money 18% Loan

-0r-
10,000

140,000 Assume 6% Existing Loan

130,000 Hard Money 18% Loan



[f there is only a small amount of money subject to the large fees and
interest rate, and/or there is a huge amount of money subject to a low
rate of interest, it usually makes for a very sweet arrangement.

You need to do the math to determine if it is bad, good, or VERY
GOOD! [ emphasize the pood potential, because I have found it to be
so very good so many times.

The BLENDED RATE of the various Good examples range
somewhere between 6.42% and 8.19% for the first year and usually
decline each vear, BUT are completely reduced to 6% upon payoff of
the hard money loan. The Sorta Bad example blended rate is about
11.72% interest.

You may have to shop around for the lowest hard money rates, fees,
and conditions of the loan.

Hard money lenders vsually don't care much, if at all about your credit

score. They do care about making fees, fees, and more fees like
PREPAYMENT PENALTIES and POINTS and JUNK FEES.

Junk Fees are creative charges that are usually unnecessary and just a
way to bloat up vour loan costs. Shop around, ask about ALL LOAN

COSTS and FEES to select vour lender. Then after selection, ask for a

written description prior to final decisions.

Your Example:




Name: BUYER INFO & WANT FORM
Source e o pusaeyl F WM

Contact Phones: Real Estate 1)

Attitude

Address: Flexibility

[st. Price: Payments: Sq Ft Arca of town preferred:

Bedrooms Baths Storics  Condo Y/N

Garage  Carport Pool Y/N Lot Size PetsO N i

Viewd Big KitchenO Big YardO Officed StorageD

Special Features

We Will Call Dates:

How long looking:

Now Selling

| Price How long owned years

| Amount of cash availahle immediately

From

Can Qualify for

| Will Do Balloon Payment O

Why Buying

When Needed

Existing Residence: OwnO RentO ParentsO OtherO

1st Loan Balance PMT PITIQ | |

| Schools:
Lender
2™ Loan Balance PMT PITIO | |

| Work Travel Time:

Lender

Equily Credit Line Amount Used

Public Transportation:

Are all paymenls current_

Appliances Needed:

Working with another Agent Named:

‘Agent Info:

Real Estate 1Q, Attitude, and Flexibility should be each rated
on a scale of 1 to 10, average person starting point of 5.

50 a 1-5-5 is a small real estate knowledge person, but
otherwise average.

A 9-1-1 would be a knowledgeable person that is difficult &
inflexible.

CALL DATES -

In ‘We Will Call Dates':

Insert "CC” if CLIENT intends to call
“"MM" if Message left on Machine
"MK" If laft with Kid
“MS" if left with spouse




Buyer's Qualification Worksheet

Fill in boxed areas only; shaded cells are automatically calculated.

Desired Home Purchase

List Price

% to Be Financed %

Term of Loan (Yrs.)

Interest Rate %

Monthly Payment $0.00 |

Est. Annual Property Taxes
Est. Annual Insurance Premium
Est. Homeowners Assn. Fees

Total Annual Costs $0.00
Monthly Costs $0.00 |
Monthly Cost of Homeownership | $0.00 |

Buyer's Financial Resources
His Gross Monthly Income
Her Gross Monthly Income
Total Monthly Income $0.00 |

Monthly Debt Payments
Auto Loan(s)
Other Recurring Payments
TOTAL $0.00

Qualifying Ratio Calculation

Ratio Based on Housing Expense | 0.00%]|
[This percentage should fall at or below 28% for conventional loans.]
[This percentage should fall at or below 29% for HUD/FHA loans.]

Ratio Based on Income | 0.00%)|
[This percentage should fall at or below 36% for conventional loans.]
[This percentage should fall at or below 41% for HUD/FHA loans.]

Min. Mo. Income Needed to Qualify: | $0.00 |
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Selling Price .iicciiiiiieessnecvnanes 9 o

(Minus)
Repair Costa b

Carrving Costs ............ F

Mamntenance................ $

5

Closing Costs (Buy).....

Closing Costs (Sell) ... F

Sales Commisswon ... %

Misc. Expense............. $
Purchase Price............ %
{Equals)

rl10tal Cﬂstsili R Y R S A R R RN RN RN AR RN R RSN NSRS RS R RN DY) $

{(Minus)

Target Profit . rerresrresreeesssssesseees 9

(Equals)

Maximum Offer .cvinnmrmersmissssssssssssens P




Buy vs. Rent Comparison Worksheet

Fill in boxed areas only; shaded cells are automatically calculated.

Costs of Rental Housing

Monthly Rental Payment |

Total Annual Rental Payments

Costs of a Home Purchase

$0.00 |

Sale Price

% to be Financed
Amount to be Financed $0.00
Fixed-Rate Financing:
Term of Loan (Yrs.)
Interest Rate

Monthly Payment $0.00

%

%

Annual Cost of Loan

Other Costs of Homeownership:
Annual Property Taxes

Annual Insurance Premium
Annual Homeowners Assn. Fees
Est. Maintenance & Repairs (10%) $0.00

$0.00 |

Total of Other Costs

Est. 1st-Year Interest Paid on Mortgage* $0.00
Homeowner's Effective Tax Rate

$0.00 |

LESS: Est. Tax Reduction for Interest Paid*
LESS: Appreciation in Property Value (est. 2.0%)
Net First-Year Cost of Homeownership

Net Savings/(Expense) from Home Purchasing

* Tax calculations and interest payments are only rough estimates.

A lending institution and the IRS should be consulted for more
reliable figures, rates, and amortization calculations.

$0.00 |

$0.00|

$0.00 |

$0.00 |




CALCULATIONS:
Cash-on-Cash: Net income (NIBDS) + by total project cost.
(Net Income Before Debt Service)
Debt Coverage Ratio:
Net Income before Debt Service (NIBDS) = by Debt
Payment.
Front-End Ratio: PITI + Gross Monthly Income
Back-End Ratio: PITI + Debt Payments + Gross Monthly Income
Return on Investment (ROI): % original money is returned.
Rate of Return (ROR): An annual % return on monies.
VALUE:
NET + Rate of Return —or —
Gross Income Multiplier —or —
Cash on Cash Return - or -
Net Spendable Multiplier

Example: $1 @ 9%=5%11.11 at time of sale.

Frojected Gross Income

Vacancy & Credit Losses minus
Effective Gross Income equals
Other Income plus
Gross Cperating Income equals
Fixed Expenses minus
Variable Expenses minus
Reserves minus
MNet Cperating Income equals
Debt Service minus
Cash Flow Before Taxes equals
Tax Liabilit minus




Capitalization Rate:
C=Y-| followed by R=Y-(MC)
C= constant or a coefficient
Y=desired yield to equity (or cash invested)
M= % of loan—to-value
i=interest rate of financing
MC=Mortgage Constant
R=resulting Cap (capitalization) rate
Example:
5% LTV
interest=8.5%
Will buy ONLY if Yield=13%
(CAP) R=
C=Y-lorC=13-8.5
therefore C=4.5
Then
R=Y-(MC) or R=13-(.75 x 4.5)
Therefore, R=13-3.38 or 9.62% (cap rate)

Another way:

LTV =75

% Equity (E) down (invested) =.25

Desired Rate of Return on (E) aka ROE=.25
Annual mortgage constant (MC)7% 30 yrs=7.98
So:

LTV xMC =C2 .75 x .0798=5.99
ExROE=C2 25x.15=375

Cap Rate =C1+C2 =974



Date of Loan 12/1/2005 enter an formula line as a formula like "=DATE(2005,12,1)"
Loan Amount  $10,000.00
Annual Rate 12.0% anter data styled sither as .07 -or- 7%
Length of Loan in Years 3
Mumber of All Payments 26 12 x #Years=Monthly -or- # of Loan Years=Annual
Amortized Paymant $332.14 shown as negative if you do not use a "minus” sign
you can show (reverse) as POS by using a "-" before formula
like=-PMT(B&/12,B7*12,B5,0,0) that reverses from MEG to POS
FUTURE VALUE: Displays the FUTURE VALUE of & series of equal peyments "pmt”,
FVirata, nper, pmt, pv, typs) al a fixed rate “rate” for a specified number of periods "nper”.
The 4th & 5th arguments ("pv" & "type") are optional.
For example, =fv{.08,3,10000) determings the future valee of
three $10000 payments al the end of three years at an interest rate of 8%,
Examples of Payments - Annually: $32,464.00 =-Fw0.08,3,10000)
-or- Monthly: $33,779.63 =Fv{0.08012,12°3,10000/12)
PRESENT VALUE: Displays the PRESENT VALUE of a series of equal payments “pmt"
PV(rate, nper, pmt, pv, type) at a flvad rata "rata", for a spacified number of pariods "nper”.
'I;he 4th & 5th arguments ("pv" & "type”) are optional.
For exampbe, =pvi.08,3,10000) determines the current valug of
thraa payments of 510,000 at 8% Interast.
Examples of Payments - Annually: $25,770.97 =-PV(0.08,3,10000)
-or- Monthly: $2B8,593.17 = PV(0.08/12,312.10000/12)
m: Dieplays the PAYMENT per parind neadad to repay a loan "pv",
PMT(rate, nper, pv, fv, type) at a specified interast rate "rate”,
far a spacifiad numbear of parods "npar”,
The 4th & 6th arguments (""" & "type") are oplicnal
For example, =pmi{.08/12,36,10000) determines the monthly payment
needed to repay & $10,000 lcan at a less than 1% monthly rate (2% year)
far 36 maonths (3 yaars).
Examples of Payments - Monthly: $313.36  =PMT(0.08/12,1273,10000)
x 36= $11,2B0.96 =313.36"35
-or- Annually; £3 37788  =-PMTI0.08/12,3,10000)
X 3= $10,133.64 =3377.88"3
-or- Three Year/One Payment Balloon= $12,597.12 =([1000071.08)"1.08)"1.08 |

Data Entry Errors:

The lerms need lo be compatibbe in term (either months or years).

You may need o use a MINUS sign to show a POSITIVE number,
Example, =-pmt(.08,36,10000) will shaw POSITIVE rather than negativa.
Caution: Commas in data entry will destroy results!




Cash-flow Analysis Formula

Projected Gross Income
Less
Vacancy & Credit Losses
[Mguals
Effective Gross Income
Mus
(Other Income
Frualn
Gross Operating Income
Less
Fixed KExpenses
Tess
Variable Expenses
Less
Reserves
Equals
Net Operating Income
Less
Dehi Service
Eqgunls
Cash-flow Before Taxes
Less
Tax Liahility
Eauals
Cash-flow After Taxes
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Contract signed and dated

Escrow account opened and eamest money deposited
o 11,.,_ [.] = - 3 e H

oeller orners termite mspaction

Property inspection ordered by the Buver. Original
termite certificate to title company

Buyer arranges insurance for home and provides
information to lender and Title Company

Loan applicstion made

Copy of inspection to Buyer and Seller. Buyer
provides Seller with repair priority Hst.

Lender urders appraisal

Completed appraisal

. Seller/Buyer Jcﬂ-:rhates then orders repair work

. Buyer is approved by Lender

. Other inspections if needed or reguested by Buyer

. Closing officer orders survey

Survey approved by Title Company

"

. Repairs complete and approved by Lender and Buver

. Coutngencies removed

Closing date set

Confirm closiug figures with Closing Officer. Duyer

must brng check to close

. Closing




Cr.osSING Cosys

Listed below are some typical closing costs you may incur as part of your loan fransaction.
When you apply for a loan, you will receive a Good Faith Estimatz of closing cosis and settle-
ment charges, and a booklet that will explain these costs.

Appraisal Fee

Credit Report Fee

Document Preparation Fes
Lozn Disconut
Loz Origination Fee

‘Miscellaneons Title Charges
PMT Premium

Prepaid Interest

Taxes and Hazard Losurance

Tus 1s a one time fee that pays for an appraisal. The appraisal is mads
by an independent fee appraiser.

A one time fee that covers the cost of the credit report.

There may be a separate fee that covers the preparation of the final
legal papers.

A one time fee used to adjust the yield on the loan to what market
conditions demand. It is often called "points”.

The lender's administrative costs in processing the loan are covered by
this fee.

The title company may charge fess for a title search, title examination,
document preparation, recording fecs, a settlement or closing fee, and
notary fess.

You might be required to pay an up front f2e for morigage luswance,
depending on the amount of your down payment. Lenders may also
require monies be places into a reserve account held by them.

Dcpending on the time of month your loan closes, this per dicm charge
may vary fom a full month's interést o that of & few days. If vour loan
closes at the end of the month, you will have io pay intsrest only for 2
dav or sa.

You may be reguired to reimburse the seller for propesty taxes,
depending on the month in which you close. You will also need to pay
a year's bazard insurance premium up front. Also, you might be
required to pul a certain amount for taxes and insurance nto 2 spacia

reserve account heid by the lender.




Whe P&}*”ﬁ Wha¢?
An Estimated Gride o Cfosiﬁg Cosds
(Closing Costs Are Alwars Negotizble)

The SELLER can generally be

expected to pay for:

4
+
4+

+

* B B 4

Real Estate Commission
Document preparation fee for De=d
Document transfer tax

($1.10 pr $1,000.00 of sales price)
Any City Transfer/Conveyance Tax
(according to contract)
Any loan fee required by buyer’s lender
Payoff of all loans in seiler’s pame

(of existing loan balancs if being assumed

by buyer)
Interest acerued to lender beiag paid off,
Statement Fees, Reconveyancs Feas and
any Prepayment Penalties
‘Termite Inspection (according to contract)
Termite Work (according to contract)
Home Warranty (according to contract)
Any judgments, tax liens, etc. against

the seller
Recording charges to clear all documents
of record against seller

Tax pro-radon (for any raxes unpaid at Hme

of transfer of title)

a . - o .
A prme tyr 1= A s Lh
& uu?E I Oormsdwner £ Ques

+ Auay bonds or assessments

+

{according 1o conmact)

Any and all delinquent taxas

4+ Motary Feas

The BUYER can generally be

=
+
+
+
+
+

xpected to pay for:

Tite insurance premiums
Escrow Fes
Document preparation (if applicable))
Notary Fees
Recoring charges for all documents in
buyer's pame
Termite inspection

(according 1o contract)
Tax pro-ration

(from date of acquisidon)
Homeowner's transfer fes
All yew loan charges (excapt those
required by lender for seller to pay)
Interest on new loan from date of funding
to 30 days prior to first payment dats
Assumption/Change of Records fess for
tzkeover of exisdng loan
Beneficiary Statement Fee for assumntion
of existing loan
Inspection Fess (roofing, property
Inspecuon. geological, etc.)
Home Warranty

(according 10 contract)
City Transfer/Conveyanc: Tax
{according 1o contracr)

Fire [nsurance Premium for first vear



SALES CONVERSATIONS: .... communicating!

READ BETWEEN THE LINES ON THE PHONE during typical
conversations:

BUYER: | saw your ad and wauld like to know mare about your
property?

PURPOSE OF BUYER: He has probably circled many ads and
WANTS TO ELIMINATE MOST OF THEM! He called to
find something imperfect and be able to CROSS YOU
OFF! He expects you to give him an answer that is NOT
perfect or to try to SELL him and he is reluctant to give
you his number or other personal infarmation.

PURPOSE OF SELLER: TO GET AN APPOINTMENT! To
NOT give him ANY reasan to cross you off!

How to accomplish BOTH purposes: Help him accomplish
his purpose of CROSSING OFF ADS! Ask him what
specifically he wants. If he resists, tell him you want to
HELP HIM ELIMINATE unwanted properties, and will be
happy to tell him where he can get exactly what he is
loaking for.

TYPICAL QUESTIONS that need to be handled:
What are the calors of the house?
How big is the property?
How many bedrooms does it have?
How big are the closets?
What kind of landscaping does it have?

SAMPLE ANSWERS: ALWAYS answer with a QUESTION!
What colars do you want?
How much property do you need?
How many bedrooms do you need?
How much storage do you need?
What kind of landscaping do you want?



What is the difference between a QUIT CLAIM DEED and a
GRANT DEED?

What is a CMA? Comparative Market Analysis
Where do you get one and how much does it cost?
What is a TEASER rate? Starting temporary rate or payment.

What is the difference between ADJUSTABLE RATE
MORTGAGE and GRADUATED PAYMENT MORTGAGE?

What makes a property sell easily?
What makes it easy for a BUYER to buy from you?
How many HOURS per week does it take to use our plan?

What are the differences between a Promissory Note and a
Secured Note?

Is NO CREDIT the same as BAD CREDIT?
Do you need a credit report or histary to buy a house?

If you are in the middle of a divorce ar lawsuit, can you buy a
house?

Is an APPRAISAL more valid than a MARKET ANALYSIS?
Who orders a HOME INSPECTION and pays for it?

Who orders a "WALK-THROUGH" and when?



o

N I

Payments Balance
. R

o G2 LD

=

60

All
[.oans

LTV = = %
Value

Why the Discount?

o o5 o6

o5

Total

Discount Mortgage Worksheet

1Y PPMT Fv
Yield %
Interest
Rate o

Assumed Hent $
Old Rent $
New Rent §

. Years Payment

59 60 o5 O 55 o &R R




STEPS TO ASSUME A ‘DUE-ON-SALE’ LOAN -

1)

2)
3)
4)

6)

7

8)

9)

Get preliminary agreement to purchase property

(from typical example name 'SMITH").

Get Lender, Loan, & Payment information.

Get Social Security & Drivers License Information.

Create a trust that names {ONLY) the *SMITH’ children as
beneficiaries and yourself as FIRST TRUSTEE. You can name a
SMITH™ family member as SUCCESSOR TRUSTEE. This trust is
designed to OMLY hold the property as a single asset upon closing.
Call the Lender. Ask if it is OK for the extended family of
'SMITH’ to make all past due and future payments to eliminate
any chance of future late payments. Explain that the 'SMITH’
family has had a tough time lately, and the relatives want to
make it safe for them and reduce potential problems by paying
everything from a family trust. Lender may ask for a copy of
the trust. Say “Sure!" and then ask for a letter from the bank
approving the amangement. If requested, send the copy of the
trust to the lender immediately. Some lenders may not ask for
a trust copy and will guickly agree to send you a letter of
confirmation. The letter from the bank completes the
elimination of the Due-On-Sale clause.

Be sure to instruct escrow that vesting from 'SMITH’ should be
ta: “SMITH FAMILY TRUST, [vourself], TRUSTEE”. Do NOT
allow them to put [yourself] in front of the trust name if vou want
privacy. The trust name MUST be the first words to eliminate
alphabetical and name searches.

Do NOT record the trust unless you want to, or they require it If
vou record the trust, try to record it at a different time than the
escrow recordings, to be less associated with the other sequential
recorded documents,

Close escrow of the transfer of the house from ‘SMITH' to the
'SMITH FAMILY TRUST' concurrent with the ‘Resignation of
Trustee and Beneficiary Clarification’ that contains the
resignation and elimination of all 'SMITH' power and benefits
{replaced with your children as beneficiaries).

Future transfers of the property should be done by transferring
the TRUST (that owns the property) rather than the
PROPERTY transferred away from the trust.

10y Be aware that some special language may be required (or

may NOT be allowed) to gain agreement of the lender such as
a statement explaining occupancy and future plans.



11) After all steps completed, make the trust all powerful and all
protective, and then make it irevocable for asset safety.

12) Make multiple backup copies and distribute them to many
different locations and filing spats to protect against fire.
earthquakes, theft, floods, or other loss.

13) Note that property taxes should NOT change in most
jurisdictions, although sometimes it is necessary to negotiate
with the tax assessors office.

14} You can safeguard against late charges and potential
foreclosures (for non-payment) by giving the original borrower
the ability to step back in cure defaults. Subsequent
controllers too. This usually only comes up when the seller
has excellent credit. A Security Deed of Trust is effective.

15) Note that many times you can save on title insurance, transfer
taxes, escrow fees, and other normal sales fees on future
transfers since you are in such strong control and are actually
transferring the trust (with control and benefits) rather than the
unprotected property. It is similar to buying a corporation (that
owns assets) rather than buying asset(s} from a corparation.

16) Verify and be comfortable with the differences (or lack of) in
your tax positions with your tax preparer. Some potential
differences and resulting positions have never been litigated
and professionals may have unusual, strange, or different
opinions about tax status. Their opinions may vary greatly
from each other. The strongest concerns of the government
usually revolve around:

a) Who has ‘control’.

b) If taxes were paid on resulting profits
by ‘someone or some entity’.

¢) Occupancy (another form of contral).

17} You will nzed the re-enforcement, support, sales ability, and
negotiating ability of your agent (and probably the agent of the other
party also) to process this solution. That will probably be extremely
difficult unless the other party is highly motivated or desperale.

18) Mote that the ORIGINAL borrower on the loan will remain obligated
and responsible for the loan. It will probably remain on his credit
report. This may actually help him to improve his credit or count
against him (for having too much debt il he applies for another loan).
THE KEY: Again, distress propertics and motivated parties
usually overcome this barrier.
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Lhate
al o _ACity), R {Seate)

i con=ideration of pervices to be rendered by

__ (Finder), ~_{Client)

herehy emplove finder to refer to chient a prospective:
i 1 DBuyer
i) Heller

1) Finder agrees not to participate in or conduct any negotiations with prospeets. Finder is/is nol a
licenzed real estate agent.

2) Finder hereby delivers to client the following prospect:

Natne : ) -
Address . _ i
Phoue . a
Comments
ns compensation for the linder’s referal, chient agrees to pay finder as follows:
( y 5___

¢y * of the purchasc price.

(v other_ .

Should the prospect or property not result i a transaclion involving client within -~ __months
of the date of this agreement, chent shall owe linder no eompensa tiom,

Additional terms and conditions:

Finder's signature chent's signature:

Finder Date

Clisnt Late



HOW TO FIND A GOOD REAL ESTATE AGENT:
A) Referrals
B) Notice which agent name appears in your village often
C) Ask your Escrow Agent for referral
D) Ask your mentor or Hard Money Lender for referral

Interview your Agents and Select the Best -
Basic Requirements:
A) Is FULL TIME as agent
B) Works with Fixer-Uppers
C) Has EXPERIENCE
D) Has SALES ABILITY
E) Can do CREATIVE FINANCE and OWC
F} Can do PRE-FORECLOSURES
G) Can work through MANY Rejections and Counter-Offers
H) Understands TAX LIEN SALE FORECLOSURES
) Can NEGOTIATE and COMMUNICATE well
J) Willing to ALWAY'S do 20 COMPS
K) Will be Honest, Loyal, and Dedicated to the mission

BE PREPARED TO BUY -
1) Know where the CASH will come from for the DEPOSIT
2) Know where the CASH will come from for the DEPOSIT
3) Know where the CASH will come from for the DEPOSIT
4) Know the VILLAGE or the TARGET area
3) Know the TARGET property
6) Know the (minimum) 20 COMPS
7) Know the REASON SELLING
8) Know the MAXIMUM PRICE you will agree to
9) Know the EXIT PLAN
10)Know that you can (and will) WALK AWAY if not satisfied

Now FIND OUT:
“How much would it take for ALL CASH to buy the property?”

Then write up an offer!



BUDGETING YOUR PAYMENT ABILITY -

INCOME

] Naxt

5 Increase after lax beneafit for being an owner

5 Increase after ebmingling voluntary deductiors

LESS EXPENSES

Fent
Ullities

Phones

Cable

Vehicle ! Transporation
Food

Clothing

Child Care ! Support
Schazcls

Medical ! Insurance
Clubs ! Sports
Recreatian

Entertainmant

Repairs
Long Term Loans
Credil Cards

2 0 B 57 8 60 87 B 6% B B 6 B B &5 O5 B 55 85 5 &

Misc.
TOTAL EXPENSES

7

5 INCOME available for Menthly Payments

REMEMBER -

It is ALWAYS best to eliminate (or severly reduce) the amount
of outstanding credit card debt you may have. Itis so important,
that you should put off any contemplated real estate investment
until AFTER you control any credit card debt.
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An overview of a real estale ransaction.

— o

/~ Individual
{ Property Bacomas A
[ Owner Licensed
Dacides i Heal Estate
wsell ) T \ Agant
N (19, 20, 21)
e e
{ Idbentify the ' "I.-"ﬂk;a the h
\, Property (2) Property (18)
{ Property Highls Contract
N fwehed® _ =
. Offer —
fr Buyer Evaluates ™ B and\ Contract
| Property (18,26, 27) ) Law (7)
e — [B‘.i
f. Mortgages Lending
'- (9) i Practice (11, 12)
4 Dead of / b s )
o T ources and Types of
':_\ Trust {10) \C Financing (18, 14) )

{ " Tite Searchand Forms of

\ Title Insurance (6) ) — Clos b"EI Ownership (4)
P Excrow . o

Deed U 6) T Property

\ Pmpur&lml‘l (5) Insurance (24)

Leasas (1 !} ] Taxes and

\ — Assessments (15)
. Cwnership -

/

" 4 o -
Gundu. Go-op @ T Land-Use \)

and PUD (23) Control (25)

—— —— e -




REAL ESTATE FORECAST - Multi-Units

Rental Inventory Period1 Period2 Period3 Period4 PRICE LIST:
Fioor Plan # 1 -9 8 9 10 Floor Plan # 1 777
Vacant: 1 2 1 0 Floor Flan # 2 _ Bes
TOTAL# 1 UNITS: 10 10 10 10 Floor Plan # 3 gog
Fioor Plan # 2 a | 8 10 10
Vacant: 2 1 0 0 [
TOTALA2UNITS: 10 10 10 10
Floor Plan # 3 7 7 8 9
Vacant: 3 3 2 1
TOTAL #3UNITS: 10 10 10 10 AVERAGE: BBA
Total Rented: 24 24 27 29
Total Vacant Available: B 8 ) 1
Total Units: 30 30 30 30
INCOME
Period1 Ferlod2 Perlod3 Period4
Floor Flan # 1 6993 | 6216 6993 7770
Vacant Lost $.‘ A A 1,654 777 0
TOTAL# 1 lfRented: 7770 7770  7.770 7.770
Floor Plan # 2 | 7104 ] 78s2| Ba880| B.880
Vacant Lost $: 1,778 888 0 0 g
TOTAL#2ifRenled. 8880 8,880 8,880 8,880
Floor Plan # 3 | 6893, 6993| 7922 8991
Vacantlost: 28467 2837 1938 eieie]
TOTAL #3if Rented: 9,990 9,990 5,880 8,800
(GGross Potantial Income (GPI) § 26640 286840 28840 28840 ~INITIAL STARTUP COSTS:
Total Vacant Lost §; 5,650 5439 2775 999 125,000
_ Effective Gross Income (EGI) $: 21090 21201 23865 25641
COMMON AREA EXPENSES _Plan1__ PlanZz  Plan3 a ="z N
Security T+ 28 26 s - ELE "
Legal 50 45 0 G
Management Fee E a0 44 33 Eﬁ%ﬁ
Insurance 11 11 11 EQEE Sawy 1|
Repairs 35 36 a7 E 3 e Hi
HER i
Web Support 22 25 3 ] 1T
Utilities T 10 10 %EQE
Electric 2 3 4§ BEEE I
Water & Sewer 10 10 10 i;ﬁ"'rl‘} 1 5! i
Refuse 5 5 s Eqéf FE %z :1
Windows/Sweeping 10 10 10 TR §8 .
Pest Control 4 Y o |1 g
Landscaping & Common Area , 10 10 10 11l :
Securily 25 25 25 Fiia Uiy
T | |
= ?: E_.‘-‘; E
Real Estate Taxes g 10 1 !
Total CAM {pald by tenants): 283 306 331
NET: Period1 Period2 Period3 Periodd Debt Service:
Gross Income 21,000 21,2001 23,865 25641 1st Mortgage | 15,5585
Expenses - Other (not CAM) [ 2nd Mortgage 999
Net Income Before Debt Service (NIBDS) 21,080 21201 23865 25841 3rd Morigage | ik
Debt Service 17,005 An795 7775 10,778 Equipment Loan 444
Draw hy Investor 2,000 |
Draw by Investar _ -
Draw by Investor i Taxes |
NET CASH FLOW: 3315 1426 6,090 7,866 TOTAL: 17,775




PROJECT FORECAST

Rentals Sales UNITS by Period
Distribisted Source: Jan Eeb Mar Apr Total
Studios 5 & b & 20
1 Bedroom 2 2 2 2 A
2 Badroom 2 2 3 2 ]
3 Bedroom 2 3 2 3 10
Manager Ctrs i 1 1 1 4
1] 0 0 o] ]
] 0 0 0 1]
Vacancies 2 1 1 1 2]
LT Zi i ]
SALES INCOME by Period
Distributed Source, Jan Eeh Mar Apr
Studios 3,750 3.750 3750 3,750 15,000
1 Bedroom 1,800 1,800 1,800 ’Iﬁﬂﬂ T.200
2 Badroom 2,200 2,200 3,300 2,200 #6800
3 Badroom 2,700 4,060 2,700 4,050 13,500
Manager Otrs 1,500 1,500 1,500 1,500 6,000
o o ] e ]
D o o o 0
Vacancies 0 o 1] (¢
GROSS SALES: 11.950 13,300 13,050 13,300 51,800
GROSS COSTS: 11,550 11,410 11,550 11.550 46,200
NET PROFIT: 400 1,890 1,500 1,750 5400
PROFIT PER UNIT: 28 135 107 125 86
PER UNIT COSTS: 11 ta 25

Security £ £

Lagal 50 50 50 50 50
DOffice Staff 50 50 50 S0 50
Materials-Raw 20 a0 a0 50 LTH
Materials-Suppliers a0 50 50 a0 50
Repairs 100 100 100 100 100
Web Suppont a0 40 50 a0 50
Utilities 10 10 10 10 10
Insurance 25 25 25 25 25
Advertising 258 25 25 25 25
Interest 27T 277 277 277 277
Repair Fund it A5 Lt A5 55
Misc. 33 33 33 33 33
B25 815 825 B25 825 |

PRICE LI5T:

Studios TEO.00
1 Bedroom #00 00
2 Badroom 1,100.00
3 Badroom 1,350.00
Manager Qtrs 1,500.00

Yacancies 0.00
933.33]
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Hazards & Concerns —
Occasional Flooding
Potential Landslide
Asbestos
Mold
Insulation
Lead Paint
Ceiling Coverings
Beam Cracks
Foundation Cracks
Structural Defects or Damage
Duct Wrapping
Leaks
Shingles
Former Meth Lab/House
Formaldehyde
Radon Gas
Carbon Monoxide
Improper Ventilation
Chemicals
Ground Contamination
Water Well Area & Safety
Septic Area & Safety
Electrical Lines & Boxes
Other Utility Services & Boxes
Grounded Outlets, Fixtures & Water Areas
Lightning Rods
Access
Meighbarhood
Neighbors
Noise
Smell
Mearby Businesses
Traffic



Down Payments and Effects on Risk and Profits

10.00%
10.00%
21.00%
33.10%
45 41%
61.05%
77 16%
84 87%
114.36%
135.79%
159.37%

$110,000.00

$121,000.00
$133,100.00
5146,410.00
5161,051.00
5177,156.10
5164,871.71
5214,358 88
5235,794.77
£259,374 25

$10,000.00

$21,000.00
$33,100.00
$46,410.00
$61,051.00
$77,156.10
$94 871.71
$114,358.88
$135,794.77
$159,374.25

210%
331%
464%
611%
TT2%
8949%
1144%
1358%
1594%

100%

RETURN ON INVESTMENT {According o ize of Down Payment %)

50%

105%
166%
232%
305%
3B6%
474%
572%
679%
797%

20%

42%

66%

83%
122%
164%
190%
229%
272%
319%

Chart assumes appreciation of 10% on $100,000 over 10 years

The ultimate 10 year profit of 1584% retumn an the original 10% Down

Payment are my preferred goals,
A 50% Down Payment yields only 319% on the same property
although debt and payments due are then lower,

As the above table indicates, lhere is a tremendous difference in profits
because of small (versus large) cash down payments. The above chart is
an extreme yel real example of leverage.

Risk of 10% is certainly less than 50%, but the remaining balance
owed is inversely riskier. | prefer the risk of using less cash down payment

and maintaining higher payments due on the higher debt.

10 YEAR BALLOODN - (Mo irlares! paymanis)

_B0800  BESET  $04.8082

517,138

S13,500 323 M6

227,106

837 727

EI7.000 543157




| crocrapmicaL J'
| RESTRICTIONS |

INCOHE
RESTRICTHONS

BEMEFITS/TYPE OF FIRST-TIME

BreriDraam . Avarable in Mone, but the prce of o 386 2631437 Adrinisters gift funds to - Down payvment gift is vos {not only
Gaitharsharg, M0 most parteaf  single-family enitmast www amerldrezm.arg heme Buyers puschasing - geasrally 25=10% of first=time
the 115, b bess than 5353,700, d hoeme in Lhe purchase prece horne bunyers)
and meultsunit progertios Amenlreanm Down
miist be less than Fayrent Glft Program
L4165
The Genesis Program | Available in Mane 512-231-0470 Badrninisters oift fumds to | Up to $22.500 for down yes (not only
Austing TX mask parts of www thegenesisprogram.arg - home buyers sothey can | paymend andfor cdlosing  first-time
the LS. purchase eligible Genesis  costs home buyers)
prcpertiag
U5 Departmentaf | Avaliable In None, but basrower st A02-708-1117 hdmindsters a variety of A vasiety of lnans are yes (nab only
Housing and Urban mostparls ol have good oredil and www.hud.gow prograrms targeling low-  available Lo low- and lirst-Lire
Developnient the U5, e sufficient income 1o and moderate-incomse | mgderate-indome fami- | home buyers)
Washingron, [ rouer mortgage, down hewme biyers Bes thraugh its programs
payrmenl, 4 dos oy welkas ils HUD hormes
costs, Barrawer must
also meet sufficient
appraisal value
requiErements.
Fanmie Mae Availabie in liome loan amownt must | 900-732-6543 Purchases home loans Offers a variely of prod-  yes (not only
Washington, DC most partsof  beequaltoorfess than | www.fnniemae.com fromy its lending part ucts for those who have  first-time
the 115 $337.700 ners, enabling them to  baen underserved in the  home huyers)
offer other home lnans  marlgage market
i and/or have less than
perfact cradie
Freddie Mac Available in None for the majortty of  MfA Purchasas homa loans Offers a variety of prod-  yes (not anly
Mclean, V& most parts of  the low down payment  www_freddsemaccomybom  from its lending pat - ucts for those who have  first-time
the 1.5 nrochicts enwnership ners, erabling them fn heen underserved in tha  home buyers)
Olber olbwer home ks morlgege markel
and/or have less than
perfect credit
The Kehemiah Availabbe in Nome, but barrower riust | 877-634-3042 Administers 0ift funds to - Gves down payment yes (rot andy
Program mast parts of - purchase a Nehemiah www.getdpwnpayment.com | buyers parchasing a and/or chosing costs gitts  first-time
sacramento, CA the 5. particpating home, Nefemmal partiopatag  that are 1% 8% of fingl  home buyers)
oy the hame, and hame CONEract sabes price of A
i gy eligible bodn Tlat el vy gresaier e
Droaram %
HeighborWorks Available in 471 Income limits wary N/& Admindsters funds for Gifts vary with each ves {not anly
Washington, [ Slotes e atoordmg Lo markel wiwwn e urgmelworkhom | communly building and - geogram. The program. first time
s 235D by Bl Bow- ARl mistler-  offers “fuli-cyce lend- home huyers)
ate-income families ing” home education
EETIERE= T balune Luyimg Hhe bome,
a5 well a5 education an
maintaining the home Lo
provent defaulting.
Countrywide Branches in Criteria vanes accorging | 500 556 U5bE Maetgade leriding Low and no down pay-  yes (not onfy
Flnamelal mast parts of  tooeredit soore, rental | hetpedfmy eountrywidecom  instititlon ment kzans incheding the  first-time
Huleawede Draneh LIRS Porslury, aoed e B0 gnugeaam Lhat D Duyer sl
focations fives two mortaages to
rower 100% of fhe cost of
Tore Cunder $500,000)
Weils Fargo Home Branches in Criteria varies according  B77-937-5357 Martnane lending Low and no down pay-  wes (nat anky
Mortoage mast parts of  io credit score, rental wwrw. wellsfargo.comydmort-  institution mernit bears incleding the - firsl-Lims
Mationwice branch thiz U5, hastory, and ingcrs: fage o Moy Diown Prus hme buyers)

Incatinns

program, ideal far home
buyers who have excel
lent crecit, but little
WIS




_ = —— [INSPECTIONS

Reual estate contracts often contain contingency cluuses that allow buyers to inspect the prop-
erty physically (usually af their expense). This inspection provides a comprehensive review
of the infrastructure of the property.

Which inspections to order is usually @ matter of observation and knowledwe of whart is
crivicul to a particular region or area. Below is a list of the three most common types of
inspection: '

StrucTturaL PrST CONTROL

To determine any active infestation by wood destroying organisms

Section [ on the report will be items that need immediate atlention because of
actve infestation and lenders usually want the work performed prior to funding
the loan.

> Section IT on the report will be items that could cause infestation and, if not
correctad, could cause damage.

v ¥

Prvsicar InseeCcTION

\.1"

This inspection encompasses roof, plumbing, electrical, heating and any other
accessible area of the structure.

A detailed report will be written with recommendations, for repair or for further
inspection by a specialist.

A

(GEOLOGICAL INSPECTION

\'ro‘

An inspection of the soil conditions and the stability of the pround beneath the
structure performed by 2 Geotechnical Enginser

You can elect to go to the city records and research the property and its
proxmity to the known fault lines.

v

SomE OTHER CoMMON INSPECTIONS

Water Conservation
Well and Seplic
Selsmic

Contractors Home Inspection
Chimney Inspection

Heating and Air Conditioning
Structural Engineering
Energy Audit

Geotechnical

".I,;“' ‘.1-‘;' w W

Hazardous Materals

Zoning and Ruilding Permit
Coropliance

YON WYV

W Tw



2.50%
10.00%
10.50%
11.00%
11.50%
12.00%
12.50%
13.00%
13.50%
14.00%
14 50%
15.00%
15.50%
16.00%
16.50%
17.00%
17.50%
15,00%
18.50%
19.00%
19.50%
20.00%
20.50%
21.00%
21.50%
22.00%
22.50%
23.00%
23.50%
24.00%
24 50%
25.00%,
25.50%,
26.00%,
25 50%,
27.00%
27.50%
25.00%,
28.50%
29.00%
29.50%
30.00%

o ledla
31787

318159
518,42
318,84
313.87
310140
H10.33
%1957
515,80
20004
520.28
520.52
2076
$21.00
521.25
34149
22174
2£21.99
L
52280
532275
S23.M
L2327
§23.53
523.79
F2d.05
S24 32
524 58
%24 .B5
526,12
$25.349
B25.67
59504
$25.22
F25.49
52577
527.05
2734
B27.62
$27.90
£38.19
228,48
22877
£29.06
22935
229.65
22994
£30.24
L3054
530823
531.14
531.44
£31.74
g32.05
53235

= Paymen
T

£100.00
2105.04
S110.06)
2115.00
S£120.00
5126.00
5130.00
S135.00
5140.00
$145.00
5150.00
3155.00
$1e0.00
F165.00
S170.00
F175.00
$130.00
$185.00
S1940.00
5185.00
$200.00
$205.00
$290.00
F215.00
F220.00
F225.00
2230.00
&235.00
Z240.00
245 04
E250.04
8255.04
5260.00
5265.00
5270040
S2T5.00
S2a0.00
528500
§280.00
§285.00
5300.00



Investment Property

Classifications:

Residential

Condos

FPatio Homes

Aparimants

Timeshere

Single Family
Homes

Subdivisons
Mastar
Plannez
Communities

Industrial

Single-Tenant
Buildings

Fubliz
VWarehouses

Frazen Food
Warenouses

Mini-Slarage
Incubalar
Office
Buildings

Manufacturing
Flants

Distribution
Facilities

Office
Single-
Tanarl
Buildirgs

Mulli-Tenant
Buiddings
Suburban
Low-Rise
Buildings

Mid-Rise
Buildings

High-Rise
Buildings
Office
Condos

Retail
Single-Tenanl
Buildings

Mu'ti-Tenant
Buildings

Strip Cenlars

Meighborhaod
Cenlars

Pawer
Cerlars

Regional
Malls

Recreational

Armusamenl
Parks

Marinas

Cinema
Compiexes

Golf Caurses

Timeshare
Vacation Homes

ASSETS THAT COULD HELP PURCHASE REAL ESTATE -

ol W O3 0O OO A OA OO 69 09 00 O O B0 O O O 4R 4R 4R

Cash
Slock
Bonds

Life Insurance

Motes & Debis Receivable

Loars to others
Sale of Antiques
Sale of Vehiclas

Sala of Toys
Sale of Habby ¢ Collectabies

Con Calledlion S Stamps / Guns
Equity in Real Eslate
Equity in a Business
Borrowing from friends
Borrowing from Relatives
Borrowing from BANK ! INVESTOR
Bormowing from HARD MOMEY LENDER
JOINT VENTURE Pariner

Credit Cards

TOTAL ASSETS



Rate of Return:
Low Down Payment=LEVERAGE

Buy Rate of Return
Price Re-Sell Yield (RCR)
Price: g10c,000 $920,000  $20,000 20% on Price
Down 100% an
Payment: $20,000 $20,000 Invesiment

Rate of Return:
(HIGH Down Payment

Buy Rate of Return
Price Re-Sell Yield (ROR)
Price: §w00000 $120000 $20000 20% an Price
Down
Payment:  ss0,000 $20000  40% on Investment

Rate of Retum:
(All CASH=No Leverage

Buy Rate of Retum
Price Re-Sell Yield {ROR)
Price: $100 000 $120.000  $20.000 20% on Price
Down
Payment: $100.000 $20.000 20% on lnvesimant

Net/Net/Net=Tenant responsible for all operating expenses,
taxes, and misc. expenses. Includes assessments, water and
sewer, insurance, utilities, security, window washing, trash,
mgmt. costs, admin., reserves for equip., supplies, materials,
tools, maint., upkeep, replacement, landscaping, parking, and
common areas. Does not include depreciation, loan payments,
executive salaries, or broker commissions.



Current Opportunities

Property Owners:

Address:

City, State, and Zip:

Legal description:

A.P.N. No./Zoning Info:

Terms and Conditions:

Delinquent Amount:

14 Trustee:

2™ Trustee:

Value of Property:

Comparative Pricing Average:

Equity Interest Offer:§

Date Accepted:

Date:

Proposed Deed Date:

Title Company:

Actual Date:

Broker:

Escrow Company:

Fotential of Property:

Investment Required:$

Return on Investment (ROI);$
Net Profit:




Investor Qualification

Reviewed by - Date:
Attorney:

CPA:

R/E Agent:

MName:

Firm:

Legal Counsel:

CPA or Qualified Financial Advisor:

Banking Information No. 1:

Contact:

Banking Information No. 2:

Contact:

Banking Information No. 3:

Contact:

By signing this document, we hereby give Wedgeford Pacific Properties, LLC and
their Officers, agents, and affiliates authorization to perform a complete due-
diligence on our members and organization. We acknowledge that we are
completely responsible for adhering to all local, state and national governance
agencies including, but not limited to the Securities Exchange Commission (SEC).
Name:
Company:
Signature:
Date:




|

— MORTGAGE LLOAN CHECKLIST

In order tv expedite the moriguge loan process, please be sure that you bring everything you
need to make your appointment as smooth and efjicient as possible,

Sales Conmact (On the purchase of vour new home)

Copy of Sales Contract and certified copy of Closing Statement (On the sale of your prasent home)

Copy of driver's license and Social Seourity Card (FHA only)

uaadd

Residence History
Past 24 months of residence with completc addresses
Length of Ume you lived at cach residence
Name of landlord and their address (if currently renting)

Ul

Employment History
Employers for the past two years with comnlete addrasses
Dates of employment for each place
Most recent two years of W-2's
Most recent two years of tax retwns (with all schedules and signed in blue ink)
Year-to-date profit and loss staterment and current balance sheet (if self-employed only)
13 there have been any paps in your employment, be prepared to explain

J  Louzns and Credit Cards
Creditor's names and addresses
Account nuinbers
Current total balances you owe
Monthly installments, payments and how many moanths are left to pay

J Accounts
Mame and address of each {ipancial institution
Three months of bank statements for all aceounts
All account numbers
All current balances and values

O] Current Real Estute
Property addresses
Estimated market values
Outstanding loan balauces
Amount of monthly payment
Amount of monthly rental income, if applicabie

H

Personal Property
Net cash value of your life insurance
Year, make and value of your automobiles
Value of your furniture and other personal property

Ceruficate of eligibility & D214 (VA Unly)



Loan Comparison Worksheet

Fill in boxed areas only; shaded cells are automatically calculated.

Desired Home Purchase

List Price

% to Be Financed

Amount To Be Financed

$0.00

Fixed-Rate Conventional Loan

%

Term of Loan (Yrs.)

Interest Rate

Monthly Payment

$0.00

%

Annual Cost of Loan

Adjustable Rate Mortgﬂe (One-Year ARM)

$0.00]

Term of Loan (Yrs.)

Initial Interest Rate

Periodic Cap

Lifetime Cap

1st Year Max. Monthly Payment |

$0.00 |

%
%
%

1st Year Annual Cost

2nd Year Max. Monthly Payment |

$0.00 |

$0.00 |

2nd Year Annual Cost

3rd Year Max. Monthly Payment [

$0.00]

$0.00 |

3rd Year Annual Cost

4th Year Max. Monthly Payment |

$0.00 |

$0.00 |

4th Year Annual Cost

5th Year Max. Monthly Payment |

$0.00 |

$0.00 |

5th Year Annual Cost

The Bottom Line After Five Years

$0.00 |

Cumulative Cost of the Fixed Rate Loan
Cumulative Cost of the One-Year ARM

Difference

$0.00

$0.00

$0.00 |




===} YPES OF LLOA~S

sdjustable Rate Mortgage

Balloon Payment Toan

Buy-Duwu Loan

Community Homebuyer's
Program

Conventivnal Loan

“THA Toan

Fixzed Rate Loan

Graduated Payment Mortgage

Mortgage Credii Cerfificate

Non-Qualifving Loan
(Assumabie)

"A Loan

Adjusicble rate mortgages have an interest rate that is adjusted ar ceriain
intervals based on a specific index during the life of the loan,

A fixed rate loan that is amortized over 30 years but becomes due and
payable at the end of a certain term. May be extendible or may roll-over
inte another npe of loan.

Buy-Down loans are fixed rate loans where the interest rate and the
payment are reduced jor a specific period of time by paying the interast up
Jront to subsidize the lower payment.

A Jixed rute loan for first time buyers with a low down payment, usually
3=3%%, no cushreserve requirement and easier qualifying rativs. Subject
fo borrower meeting income limits and attendance of a Jour hour iraining

course on home ownership.

Conventional loans are sometimes more lenient with the appraisal

and condition of the properly. When you are buving a "fixer upper” you
may need tv use a conventional loan. Homes purchased above the FTA
loan limit 0/ 3132,350 are wsually financed with conventional loans.

FHA loans are insured by the Federal ngﬂngﬂgmuuﬂ-urmn under
HUD. They offer a low down payment and are easier to gualify jor than
comventional loans.

A Jixed rate loan has one interest rate that remains consiant throughout
the Iife of the loan.

A fixed rate lvan thar has payments starting lower than a standard fixed
rate loan, which then increases by a predetermined amount each
year for a set nwmber of years

4 first time homebuyer program subject to purchase price and income
limits and limited to Alameda, Contra Costa, San Mateo and Sanra Clara
counties. It i ac r..tﬂff'-' a special lax credit and cosiris the bhuver in

qualifying for many loun program.

Non=Qualifying loans are preexisting loans which can be assumed by a

buyer from the seller of a property withowt going through the gualifving

process. The buyer pays the seller for their equity and then starts making
payvmernts.

I, A louny are ’“dﬂ"”ﬂn"{-ﬂﬁrj EJ‘_}* the Vetarars A a"m_r';;jﬂ'r; tion, 4 veteram must

wrne

have served 180 days uctive service, The macimum VA loan is currenth

K205, 000 with no down payment,



MAXIMUM PROFIT WORKSHEET

The examples below allow you to calculate your net profit on each style of sale:

MINI-ANALYSIS Potential Net Profits based upon value of at least $375,000

OFTER #1

)

'FER #2

OFFER #3

OFFER #4

OFFER #3

RERINERYRLNE 395,000 | 390,000 | 385,000 | 380,000 | 375,000 |
Cash Down | 15,000 25,000 | 30,000 60,000 123,000 |
Existing 1*' | 200,000 | 200,000 200,000 | 200,000 | 200,000

Repairs 25,000 25,000 25,000 25,000 25,000

| Owner will carry:
| Pay us on a NOTE | 145,000 125.000 | 105,000 70,000 ()
L TROTIROREIE 350,000 | 325,000 | 300,000 | 285,000 275,000
Gross Profit | 45,000 | 65,000 83,000 95,000 | 100,000

Closing Costs Buy | 3,000 3,000 3.000 3,000 3.000

Closing Costs Sell 4,000 4.000 4,000 4,000 4,000 |

Sales Commission 23,700 23.400 23,100 22,800 22,500 |

6 Months Interest 18,000 18,000 18.000 18,000 18,000

Minus yourrent | -18,000 | -18,000 | -18,000| -18,000| -18,000
Misc Expense 6,000 6,000 6,000 6,000 6,000
NET PROFIT 8,300 28,600 48,900 59,800 | 64,500

Note will be paid to Seller at 9% interest, amortized monthly, or in full on 120™ month.
Negotiable (check the math), but higher or at least as high as | am paying similar notes.

There will be still be normal closing costs (unless you can reduce or eliminate them).
Closing and Occupancy dates are not very important to me.
There are no conditions or contingencies on these offers.

NOTE:
The above analysis is effective to determine various selling pnces cash, and terms.

Consider variations of:

Terms of NOTE.

Higher Interest Rate vs: interest paid oul,

Estimated § of REPAIRS [Charged fo SELLER/Purchase Frice).
CLOSING COSTS (Mormal, 530/50, or ALL o Seller/Buyer. or Specific items.
Number of months to hold the property until sale.

Personal housing expensse thal you would normally additionally pay out.
Negotiated REDUCED commission, or ASSIGNMENT of carryback.
Included ltems.

Eariy or Late Occupancy.

TG Storage and Parking places.

11. Elimination of Escrow, Title Insurance, and other fees.

12, Installment Furchase or Lease Option Agreement.

0o e h o



MINI-OFFER FORMAT — As A BUYER

A cover jatter on nice stabionary should have short paragraphs something like:
(Date)
Dear Seller, (page 1]
I undersiand vou want to sell your property. 1 know that you want mare than [ am
prepared tao pay. [am an investar and have all cash available. If we can agree to a
sale arn your praperty today according to the attached OFFER #1 or OFFER £2, we
can open escrow tomorrow, resclve the details, and release money to you
immaediztely,

If you refuse these offers, I will consider yvour counter offers. Pleass respond as
s00n as possiole, as [ am considering other properties.

Respectfully vours,

zersonal sianzture
Joe Investor, Trustee

OFFER OFFER OFFER

42 =X #4

OFFER

#5

Purchase 300,000 285,000 275,000
CWNN 5000 25000 | 30000 40000 50,000
200,000 200,000 200,000 200,000 200,000

5 25,000 25000 25000 25,000 25,000

Owner will 120,006 75,000 45 000 20,000 0

CEarry

on MOTE

Nole will be paid to Seller at 7% interest, amortized maonthly, or in full en 60"
month. :

There will be normal closing costs. Clesing and Occupancy dates are not
very important ko me. There are no conditions or contingancies on these
offers.

NOTE: | usvally select a “High”™ and a “Low” like Offer #1 and Offer #5

Do NOT put more than ome of the abave offers on a page. Da NOT put more than threa offars in
a Mini-Offer presantation. Do not MASS PRODUCE offers or zend by mail,

This method is effective when presenisd in-perscn by a quakifed seles-smart-agent.

Counter offer can adjust:

Tarmz of NOTE: Payment Amount or Imisres! Rete or Tenm or Ealicon.
Estimated § of REPAIRS. Charged agains! SELLERPurchase Price.
CLOSING COETE. Narmal, 5050, or ALL fo SalerBuyer, or Spectic ilems
Megohate fhe AGENT to camry his commizsion, ar REDUCE fis commission.
inchaded liems

Conttigencies

Conditians

D% R LS A3 =



MAXIMUM PROFIT WORKSHEET - AS A SELLER

The exampies below allow ypou to calculate yaur pet profit on each style of sale:

MINI-AMALYSIS Potential Met Profits based upon value of at least $400,000
OFFER #1  OFFER#2  OFFER #3  OFFER #3  OFFER #3

NIRRT 415,000 410,000 405,000 | 400,000 | 395,000

Cash Down 25,000 35000 50,000 | 80000 | 145,000 |
Existing 1* 200,000 200,000 200,000 | 200,000 | 200,000
Repairs | 25,000 25000 | 25000 | 25,000 | 25,000

Owner will carry: |
Pavus on a NOTE | 155,000 135,000 | 105,000 | 70,000 0

Original Cost 350,000 | 325,000 | 300,000 | 285,000 | 275,000

Gross Profit 45,000 | 65000 | 85000 | 95000 | 100000
Closing Costs Buy | 3.000 [ 3,000 [3,000 |3.000 [ 3000
Closing Costs Sell | 4000 [ 4,000 [ 4,000 | 4.000 | 4,000
Sales Commission | 23,700 | 23,400 | 23,100 | 22,800 | 22,500
6 Months Interest | 18,000 1&.000 [ 8,000 [ 8,000 [ 8,000

Minus your rent | -18.000 | -18,000 | -18,000 | -18,000 | -18.000
Misc Expense 6.000 [ 6,000 | 6,000 |6.000 | 6000
m 28,300 | 48,600 | 68,900 | 79,800 | 84,500

Mate will be paid to Seller at 8% interest, amortized manthly, arin full on 120™ month,

Megctiable (check Ihe math), but higher or al lzast as high as | am paying similar notes,
There will be still 2 narmal closing costs (unkess you can reduce or eliminate them).
Closing and Occupancy dates ara not wary important fo me

There are no conditions or contingencies an these aoffers.

NOTE:

The above analysiz /s effaciive fo detarming vanous saling prices, cash, and tarms,

Consider variations of!

Terms of NOTE.

Higher Interest Rate vz inferest paid aul.

Esztimated § of REFAIRS (Charged fo SELLERPurchase FPrica).
CLOSING COSTE (Marmal, S50 or ALL to SelerBuyer, or Specific items
Number af manths to hotd the property uniil sele.

Farsanal housing expensa that your would normally additionally pay oul,
Negotiated REDUCED commissian, or ASSIGNMENT of carrvback.
tncivded ttems,

Early ar Late Occupancy.

Slorage and Parking places.

Elimination of Escrow, Tile nsurance, and other fees.

fnstaliment Purchase or Lease Oplion Agreemarnt.

= Do it b

H
Lo R =]



MovinGg CHECKLIST

Changing Address

O RESIDENCE

\d Forward address ar post office

D O rﬂwr card accounts
[ i -
Publicarions

G Bank accounts

Utilities to Czanesl
a7 elephone, check for refund

1 Ges 2 Eleciric, check for refund

L Water, check Jfor rafund
™ ,

- Garbage

1 Fropane

[

Cable, check for refimd

Changing Address

Moving Preparation

[ e 2frost refrigerator

-..l Auto transporiation nseds

_i Pel transportation needs

L Travel cash or checks

L Hand carry jewelry and valuables
L._-l Leave keys

3 7eave garage door apeners

Medical Services to Obtain
1 Medical records

':..! Dental records

W Veterinarian records

I School transcripts for Kds

New RESIDENCE

|:l Ask pastman ro hold mail for vour arrival
L Jory

Utilifies

E] Telephone; new number
~_| Urery & Eleciric

j Warer

O Garboge

] Propane

- cakle

Government Licenses & Services
.| Apply for state driver’s license
.} Register car

(- New address on driver's license
Wy gister fo vole

. e
~—] i E;—F.‘Tﬂ]f' cRIUArern in sSchiool

Medical Services
I_{ New docror
|~..J MNew dentist

'u._.! fYew velerinarian



Tir PRELIMINARY KEPORT — ===

The preliminary report indicates the type of title insurance offered by the title company. It
also indicates the exciusions and excsptions fromt coverage under which the policy will be
issued... )

Reviewing Tox Prermanary TrlE REPORT

¥ The preliminary report should be reviewed immediately with specizl atien-
ton to the following areas...

> Veriy the property address. The plat map and legal description must match
the address.
% Vepfy the owoership vesting. Make sure the names on the repoit ars the

same as the names on the puichase conty
> Read the informational notes for important facts about the property

> Carefully review the exceptons: bonds, desds of trust, current taxes, Mello-
Roos assessments, CC&R's and easements. '

\;.l'

Look for surprises. If yvou can't locate an easement, if an upexpected dead of
trust appears, cic., call your escrow officar ight away. Let your dtle com-
pany be the problem solver. Top noich escrow officers and ttle companies
aa out of their way to resolve problems quickly and accurately.



REAL ESTATE PROFIT PLANS PROFIT PLANS Page |

0 Buy at discount, then sell at premium.
O Buy mobile home, live (almost) free, sell at same price as purchased.
O Buy a shack (at a discount) in expensive neighborhood, sell at premium.

O Buy property with abnormally low interest rate. Sell at higher rate and/or price.

O Buy ALL of the cheapest houses in the neighborhood. Then price ALL as highest.
O Create Handicap-friendly house or condo. One level, ramps, wide hall, safety bars in bathrooms.
O Create assisted living residence. Many master bedrooms,

U Buy a discounted, cheap, SMALL house in an expensive neighborhood, then severely increase square footage
with a single room addition, and severzly increase price.

O Buy a house, convert to duplex,
O Buy fixer-upper. Selectively and gradually fix while actively selling.

0 Buy a house on a larger-than-normal lot, then sell same house at same price (or higher) on small portion of lot,
thereby getting remainder of lot(s) [or free,

O Buy vacant land. Build one large room (& one bath) with slant roof. Dig small septic tank, put in generator,
water tank, sell at double vour price.

O Buy vacant land. Buy used mobile home. Combine. Minimal fix-up. Dig small septic tank, put in generator,
water tank, sell at double your price,

O Buy large acreage. Sell a portion at same price as large portion, Remainder is free.
O Get someone to agree to a Distress Sale. Then sell your position for a higher price.
O Get someone to agree to a Owner Will Carry. Then sell your position for a higher price.

O Get someone to agree to a Lease/Option at a discount on today prices with a portion of the monthly payment
applied to purchase price. Then eventually sell for a higher price.

0] Get someone to agree to a Lease/Option at a discount on today prices. Then sell your position for a higher price.
O Get someone to agree to a |-o-n-g Lease/Option. Then sell your position.

O Subdivide into many pieces. — or — Subdivide by friendly foreclosure.

O Rezone to a more profitable type of zoning.

O Change actual use within same zoning,

O Buy distressed property from reluctant seller at a severe discount, with a “Buy Back” option to seller. This
allows seller to save himself with small net proceeds, yet he still has time to sell property to another buyer at a
higher price within a limited time. You are saving him from disaster. Rarely will he be able to find a better
buyer within time allowed. ;

O Shared Ownership — When you are selling, allow a buyer to use less down payment {or less Owner-Will-Carry) to
share ownership with you until he eventually decides to sell. Your “share-partner” would have occupancy
and you would simply wait for your HUGE profit. Be sure to own the property in a trust that you control
(even though his beneficiaries would have half interest). If he fails to maintain payments, simply evict him
and change the beneficiaries. Contract language needs to be specific and automatic remedies.

O Probate Properties — Buy properties that are in probate or that are newly owned by heirs. They are usually
available for huge discounts.

O Annuity — Buy properties that require a future net proceeds amount at a discount by using an annuity as a portion
fthe purchase price. The annuities are available at a huge discount and have tax advantages for the heirs of
the seller.

O Condemnation — Buy properties that are most certainly in an area that condemnations are taking place. Puta
“friendly mortgage” on it to a friendly company. Sell to the government condemnation for a few thousand
higher than all combined mortgages.



O Purchase on “Purchase Agreement” that is actually a long escrow, PROFIT PLANS Page 2

with limited up-front cash requirements, Obtain Deed at beginning, if possible.

0 Aging-In-Place Home(s) — Build duplex in middle of two lots, for later sell-off of one unit as family size is
reduced.

0O Rent-To-Own — When you have a few properties to rent, start renting them with a payment credit towards
purchase. You can allow them to apply credits to any of your properties and require them to use your favorite
broker and escrow,

0 Buy a new (unbuilt) house — Put a REFUNDABLE deposit down on a hot new neighborhood and sell your
position when sales are almost done.

O Buy a BUSINESS and get FREE property — Buy a failing or closed or vacant farm, industrial, manufacturing,,
corner store, or retail business. Then either convert the use of the property or close the biz & sell equipment.

O Loan small amounts on HIGH Equities — Make a simple loan on a property that has high equity, and hope they
don’t pay so you can take the property.

O Special Financing #1 — Such as ZERO percent (1* vear), or NO DOWN PAYMENT (on Purchase Contract, no
Deed until paid), or TRADE almost ANYTHING for your Down Payment.

O Special Financing #2 — Use gradually increasing payments.

O Special Financing #3 — Use gradually increasing interest rate.

Buy a discounted property, then create a UNIQUE PROPERTY by adding or building:

O Enclosed Pool O Hot and/or Cold Jacuzzi O Waterfall O River or Stream
O Reflecting Pool O Solarium O Atrium O Sauna

O Vegetable Garden O Rock Garden O Desert Landscape O Roof Garden

O Skylights O Stained Glass O Etched Glass O Treehouse

O Hobby Shop O Storage Shed O Root Cellar O Wine Cellar

O Bomb Shelter O Safe Harbor Room O Hidden Room O Attic Room

O Swing Set O Swing or Hammock O Play Set O Dell House

O Trampoline O Tool Shed O Car Lift . O Gun Racks

O Attic Fans O Water Purification O Solar Cells O Solar Heater

O Trellis O Flower or Ivy Arches O Bar-B-Que O Dog House

O Dog Run O Rabbit/Chicken Coop O Bunkhouse O Playhouse

O Greenhouse O Entertainment Built-ins O Cameras O Emergency Lights
O Outside Shower O Mud Room O Sun Room O Heated Walkways
O Covered Sidewalk O Underground Room O Unique Fans [ Motion Detectors
O Music Room O Study O Library O Pantry
OComputer Room O Workshop O Aviary O Root Cellar
Built-ins; O Intercom O Internet O Sound Systems
O Desks O Murphy Beds O Bunk Beds O Bookcases

O Vanities O Magazine Racks O Light Dimmers O Laundry Chute
O Laundry Sink O Cleset Organizers O Heat Lamps O Blow Dryer

O Shower Sauna O Revolving Shelves O Wall Safe O Gun/Pill Safe

O Instant Hot Water O Built-in Bar-B-Que O vacuum O Loft



COST vs:

RETURN - Repairs & Improvements

'3 | Front Landscaping 0 | Paint Rear & Sides
'3 | Front Gate 9 | Mailbox '
'3 | Front Fence a
| 2 | Front Sidewalk I | Driveway Markers '
"2 | Front Driveway 1 | Rear Landscaping
3 | Roof Repair
9 | Front Door 1 | Swimming Pool _
9 | Front Doorknob & Lock
9 | Paint Front of House 1 | Jacuzzi 'L
9 | Doorbell 5 | Porch Swing
"4 | Tntry Tile 0 | Storage Shed
'3 | Interior Paint / All 2 | Hammock
3 | Carpet / Living Room & Ilall 0 | Garage Interior Finish
2| Kitchen Paint 3 | Wind Chimes |
' 1 | Kitchen Stove 2 | Patio Enclosed i
(0| Refrigerator , 9 | Stained Glass Window
{1 | Microwave ' 6 Jgr_ﬁt-éﬂv:—d_ Glass N
2 | Dishwasher | 4 | Fogged Glass
0 | Trash Cumpat.:téi ' 2| Rear Fences
3 'lf}:ir'b:-.t'g{-: Di'sp_n;ﬁi]_ 1 | Rear Walkways
2 | Kitchen Counters 1 ] Gazebo
1 | Kitchen Cabinets & Drawers .
3 | Kitchen Window ' 5 | Trellis
0 | Hall Closet 5 | Weather Vane
2 | Stair [Tandrail 1 | Carport into Garage
3 | Hall Bathroom Fixtures 2 | Side Gates
3 Hall Bath Mirrors 0 | Rear Gates
2 Hall Bath Li ghling 0 | Built-in Bar-B-Que
2 | Master Bedroom Floor 0 Built\-in Vacuum
2 | Master Bedroom Closet Shelves 0 | Intercom
3 | Master Bedroom Mirrors 3 | Trees
| 4 Master Bath Fixtures I Garden / Cactus / Rock _;
L4 | Master Bath Mirrors I | Garden / Vegetables
'3 | Master Bath Lighting 2 | Playhouse
'3 | Master Bath Floor 1 Grreenhouse
"0 | Other Bedroom Closets _ 1 | Trechouse or Fort
(0 | Other Bedroom lloors f 0 | Dog Run
(0 | Other Bedroom Mirrors 0 | Trampoline
(| Window Coverings / Drapes / All 0 | Ilorse Corrals
0 | Screens / Exterior / All ' 9 | Ilandicap Bars / Ramps

Number on lell eyuals HOW MANY $ vou will get in return for EACH § spent. Varies a hit according to Quality of Residence.




RENOVATIONS Date Address

o

Address on Mail Box O On House O On Curb O On Roof O

O

Front/Tear Doors QOO0 Doorlocks OODOOBO Doorbell OO

O

RefrigeratorDd OvensOO BumersAOOD00 Dishwasherd Disposald CompactorD MicrowavedDO
Fixwres OOOOOOOO Kiwchen Sinks OOOOO Counters OOOOO0OO Buicher Block OOO
Kilchen Cabinets 0OO0O0O00O0O0O0000O0O0O0 Drawers OOOOO0O00O0O0O0000O0O0O0OOOO

Air Conditioners00000000 Heaters DOODDOOOO Water Heaters 0OODO

Ceiling Fans OOOOOO0O

CGarage Door O Opener O Controls: OO0

GFI Wall Electrical Outlets OOOOOOOO

Flectrical Outlets 0O0OO0OO0O00O000000D0O00O0O00O0O000O000O00O0O0000O000O0O0O0O

O O oo o g o

Light Fixtures 0000000000 Switches 0000000000000000000000OO

Bathrooms TubsAOO0OD0 ShowersBODOO0 SinksBO000 BidetOO Counters OOOO0O0OO
I'xtures Q0000000 Mirrors QOOOOOQO0O 'Towel Bars DODDDOOODO Safety Bars O

Pool Equipment @ Vacuum O Spa O Heater @ Filter @ Electrical @ Accessories OOOOO

Sprinklers OOOOOO0O0000O0O0O000000OD0O water Spigols OOOO0OO000000O0O0O0

Vacuum OO0 Toeols OOOOOO

Attic O Basement O Garage O Storage Shed OO0 Ouiside Tools OOOO0OO

Carpet 000000000 sloping 0OOO Cracks 0000 worn O0OOOOOOO

Fleor Tile OOOOOOOOO Sleping OOO0O Cracks OOOO0 Worn OOOOOOO

Doors Interior QOOOODOO0OO0OO0OO0O0O0O0O nDoorlocks OOOOOOO

Roof OOOOOO0OOOO Rain Gutters OOO0O00000QO Roeof Drainage QODDOOD0

Lxterior Walls 0000000000 Outside Vents DO00O000 Ground Drainage 00000

Walkways and Driveway 00000000 Sleping OO00O Cracks OOOO

Interior Walls Cracks O PaiD 00000000 Wallpaper 000000000 Trim OOO0O

windows0O0OOOOOOOOOOO0OQO screens0000000000000O Closeis00000000

Oidors inside O Outside O Trash Storage O Wood Rot O

OO 00 OO0 Oo0oOooo0ooooooooao oooooaoao




10)
11)
12}
13)
14)
15)
16)
17)
18)
19)
200
91)

ey

24)
25)
26)

27)

Punch-Out Checklist

Froperty Adilress

Adidress: house numbers and on mailhox ...,
Al piate and switeh covers should be an
Appliances: work and have kmobs. o,

Attre: door and good condition......o
Basehoards: missing, good eondition ..o
.. Good/Toor! §
.. Good/Poor! §

o o

Breaker box: door COVer oo

Carpet: no stains, good conditiom ...
Ceiling fans: good condition, work proper]y oovveee e,
Closet doors: handles, work prﬂperly........‘.........................
Countertops: no crack or broken laminates .oo.ooooveeve.o.
Daor locks: work and have Kevs ...
Door stoppers: for all, doora Wt walls ...
Doorbell: good condition, no open wWires.........ocoeeveeeeeeeeene.
Doors and knobs: work properly, good condition ..............
Drywall: no holes or eracks .o
FsLerion PAIRL.........coooviscicse e e
Exterior water spigots: handles, work properly................
[ireplace: sereen, doors, vent, works properly ..o,
Garage door: opener, works, pood condition........oeeeeveenn.
Garbage disposal: works proper]¥...o e eeee e,
GF1 outlets: “reset"(rooms W/ Water) ooooooovevvevrviiv,
Hardwood: resurface, good condition............oocovvvvviviennn.
Heating and A/C: turn on, check temp .o,
.. Good/Poor/ $

.. Good/Paor/ §
. Good/Poor/ §

Hot water: check oo,

[nterior paimt.......oeeviiiiiiee,

Kitehen cabinets: handles, good condition ..o
Landscaping: overgrown trees, Erass. ... ..ocooeeeeveeeeeeennn.

Lights and fans: work properly, no open wireg.................

Mate

Good/Poor! §

GoodPoord §
Good/Poar! |
Cood/Poor/ §

Cood/Poor! 3

(roodPaoor! §
Cioodd/Poord &

Good/Poord §

Cood/Poor/ §

Good/Toor! §
GoodPoor! %

Good/Poor/ &
CGood/Poord
Good/Poor! §

Good/Poor! $

CroodPoor/ F
Good/Poor/ §

Grooed/Poor! §
Good/Poor! §

Good/Poor! $ :

GoodPoor! $

Good/Toor! §

Good/Poor! $




) Laghts: globes, swntches s
A Marrors: towel barvs, medicine cabinels, 2Ll

Chdor: cals, dogs e
32%  Patie: deck, stains, cracks, sereen enclosure e

Mugs and switches with no open wires e cceeee e,

A4 Ponl: professional cheels, leales, f1le el
5y Preasure washing: drve, gavage, curh, exlerior ...
381 Bool clomm e
¥y Roof: leaks or missing shingles e
AR Bereens: missing or ripped

Showers and tubs: dreaims, Liles, handles..
Sinks and toilets: work properly, no leaks
Tile or vinvl: no cracks or cuUrling ... evceee e
Trash removal: mside and outside...ceeeeeeens
Tub and sink surfaces: no meks or seratches
Vamity doors: handles, good condition ..o,
Vienbs: clean and covered .,
Wallpaper: replace, remove, good condition ...oocvvveceeenee.
Washer/drver hook ups: intaet, no open wires ..o,
Water stains: no evidenee on ecihing or walls...
Windows: open, close, lock..o

Wood rot: soffit, fascia or body of the house ...

Additional Remarks:

Good/Poor!
Good/Poor! §
Good/Poor/ §

Good/Poor/ %

Glood/Poor!

Ciood/Poord &

Cood/Poorf 5

Grood/Toor! §

GondPoor! § )

- Good/Poovd §

(rond/Poor! 8
Good/Poor! §

Good/Toor/

GGood/Poor! §

GoodMPoor! §
Ciood/Poor! § _

Good/Poor! $
Good/Poor/ §

Good/Poor/ $

CroodPoor! §

Cood/Poor! $
(zood/Poor! §

Total Estimated Renovations §



SELLER INFO FORM

Source:

Date

Property
Address:

Feal Bslate IQ

Bedrooms Full Baths Half Baths

Attitude

Garage  Carport Lot Size

Flexibility

_Appliances Included ! ! !

_ ﬁp::t.:ial Featurcs

We Will Call Dates:

Why Selling

I'tice How long ownesl years |
Amount of cash needed by Seller immediately
Terms
Will Seller accept Balloon _PI_-I_];';'l:I.l:Ill _
Where is Seller going 10 move Lo RN o
How many davs on market Listed Unlisted _ i
Existing l'inance: _
1" Loan Ralance PMT . PITI
|
1.ender . |
2™ Lpan Balance FMT PITI _

Lender

Fouity Credil Line Amount Used

Are all payvmenls current

Appraisal Amount

3 Cui‘ﬁp Amount

Apent Info:

Real Estate 1), attitude, and Flexibility should be each
raled on a seale of | to 10, average person starting point
of 5.

=0 8 1-5-5 15 g small real estate knowledge person, but
otherwise average.

A 0-1-1 would be a knowledgeable persan that is dilTicult
& inllexible.

CALL DATES -

In “We Will Call Dates":
Insert “CC™ If CLIENT Intends to call
Ingert “MM" If Mesgsage left on Machine

Inseart "MKE™ Iif left with Kid




Estimate of Seller's Net Proceeds of Sale

Fill in boxed areas only; shaded cells are automatically calculated.

Sale Price:

Pre-CIosing Repairs:

Costs to Close:

Pay off 1st Mortgage

Pay off 2nd Mortgage

Other Estimated Closing Costs

Brokerage Fee

Title Insurance

Mortgage Discount Points

Origination Fee

Deed of Trust

Document Preparation

Taxes

Buyer's Closing Costs

Closing Fee

Assessments

Property Survey

Property Inspections

Termite Inspection

Notary Fees

Underwriting Fee

Tax Service Fee

$ Escrowed for Repairs

Other Items

Sum of Costs to Close

$0.00

Estimated Net Proceeds to Seller:

$0.00 |




SELLERS VS: BUYERS MARKET

It is extremely important to be able to know the difference between a SELLERS or a BUYERS
marketplace. As you get involved with more than one property at a time, it becomes important
{perhaps critical), that you can see the evolution between the two market postures. Some
events, such as national disasters, earthquakes or terrorism, can create almost instant
reversals. But generally, you should be able to forecast movements and trends based upon the
following:

1) Consumer Confidence Index
2) Direction of Interest Rates b,
3) Manufacturers Inventories Up/Down
4) New Home Starts

5) Vacancy Rates

6) New Car Inventories

7) Bankruptcies

8) Layoffs and Hiring Up/Down

9) Countrywide Unemployment

10) City/Countywide Unemployment

11) Major Stock Index Changes

12) Typical Negative/Positive News Reporting
13) Major Company Expansion/Contraction Announcements
14) Average "DAYS to SELL"” vs: Previous Months/Years

15) Various Consumer Indexes

16) Gas/0Qil Prices Up/Down
17)
18)

Confidence and Optimism by the ‘Middle Class’ creates many BUYERS. Fear and
Megative Opinions will severely reduce buying.

The important thing is NOT whether it is a BUYER or SELLERS market, but more
importantly, is it starting to change from one to the other!

THE ONLY IMPORTANT RULE:

If the trend is INCREASED CONSUMER CONFIDENCE, there soon will be
more BUYERS. If the trend is LESS, there will be sogn be fewer than
today.




SOURCES FOR MONEY $ wjxif;%f*

Yau should line up scurces of money for the down payment, holzing costs, fix-up
costs, and contingencies, PRIOR to making offers ta purchase, It is extremely
impartant to be ahle o know that you have enoug~ cash readily avaiable to quickly
complete the purchass, You need the confidence and safety for the seller and the
investors, as well 2= for yoursef o not only complete the purchase, but complets
the eventual sale. Do MOT go in underfunded a2nad risk the investment for 2l of the
parties. Always protect and consider all others to the transaction, as iF you were in
each of their positions. There is no reason to be greedy ar put cthers at unfair risk.
Be sure all parties understand the negative results of DUE ON SALE restrictions (in
effect on almost all notes).

Generally, you should be able to locate money from some of these sources:

1) The Seller can hold a note (owner will carry, a.k.a. OWC).
2) Use the property itself for existing ar additional note.

3) Investor(s) for a note and/or a percentage of the profit.
4) The real estate commission can be a note to the agent(s).
5) Family and/or friends.

&) High interest loan from "Hard Money” lender.

7)1 Unsecured loan from your bank or credit union.

8) Sweat equity, your services, your products, or yaur skills.
9) Trade (or a portion) of another property you awn.

10} Borrow or trade equity in another property or asset you own.,
11) Subordinate existing loan(s) to a new loan.

12) Refinance {some) of the existing loans.

13) Your credit union{s).

14) Mortgage companies.

15) Traditional banks, savings and loans, and thrifts.

16) Investment club you participate in or you create.

17) Partnership or Corporation formed for real estate.

18) Real Estate Investment Trust (a.k.a. REIT). L coum
19) Credit cards or credit line. B ™
20) Tenants and their deposits and future rents. ==
21) Your IRA(s) or other retirement accounts.

22) Your cash value life insurance paolicy. i
23) New Buvyer from you. " ‘.r:-'
24) New Option Buyer. 14

25) Cram Down / negotiated reduction of existing Nate(s). ™
26) Deposit from new renter.

27) Sell the building, fixtures, furniture, or persanal property.
28) Sell the crop.



TITLE - OWNERSHIP VESTING

TENANCY IN JOINT TENANCY COMMUNITY PROPERTY | OTHER ENTITY
COMMON

Parties Any number of Any number of Only hushand and wife. | Flexible

persons. Can be persons. Can be
| hushand and wife. | husband and wife.

Division ' Ownership can be | Ownership interests | Ownership interests are | Flexible
divided into any | cannot be divided. equal.
number of interests, |
equal or unequal |

Title Fach co-owner has | There is only one Title 18 in the Flexible
a separate legal title | title to the whole “community”, similar to
to his undivided property. 4 Partnership.

_ interest.

Possession Fqual rights. Equal rights. Equal rights. Flexible

Convevance | Fach co-owner’s Conveyance by one | Both must sign or get Flexible
interest may be co-owner without the | court resolution.
conveyed others breaks the |
separately by its joint tenancy.

OWIICT.

Buyer Status | Purchaser becomes | Purchaser becomes a | Purchaser can only Flexible
a tenant in common | lenant in common acquire whole title of
with the other co- with the other co- community; not just a
OWTIETS. OWners. part of it.

Death On co-owner’s On co-owner's death. | On co-owner’s death, V2 | No effect
death, his intcrest his interest ends and | goes on to survivor, Up | or
passes by will to his | cannot be willed. to ¥z goes by Will or Flexible
devises or heirs. Survivor owns the succession to others.

No survivorship property. See attorney.
| rights.

Suceessor’s | Devisees or heirs Last survivor owns If passing by Will, No eflect

Status become tenants in | the property in tenancy i common Or
COMMOon. | severalty. between devisee and Flexible

| [ survivor results.
Creditor’'s | Co-owner’s interest | Co-owner’s interest | Co-owner’s interest Protected
Rights | may be sold on may be sold on cannot be scized and from outsiders.

execution sale to

| execution sale to

sold separately. The

Beneficiary is

satisfy a creditor, | satisly a creditor. whole propertly may be | protected.
Creditor becomes a | Joint tenancy is sold to satisty debts of Partners or
tenant in common. | hroken, creditor either husband or wife, | stockholders
becomes tenant in depending on debt. may not be
COLIIMON. _ | protected.
Presumption | Favored in doubtful | Must be expressly Strong presumption that | Presumption
cases except stated and properly property acquired by hased on
husband and wile. | lormed. Not [avored. | husband and wife is historic
(See Community community property. ownership.
Property.)
Privacy Mot Private Mot Private Mot Private Private
Probate or Usually Required May be required. May be required. | Not required.

Will required




WaAT A TiTLE CoMpPaNy DOES =——

RequesTs 4 TirLe REPORT anD PoLicy

A report showing the coudition of title before a sale or loan wansaction.

» Title report
Afier completion of the transaction, a title insurance policy is lssuad.

> Policy: Title insurance 15 insurance against loss resuiting from defects of title w0 2
specifically described parcel of real property. Defects may run to the [=e
(chain of tile)} or to encumbrances on the property.

Drayrs A Deep Or TrousT
A deed of trust is drafted hy the title company along with any other necessary documents.
> Deed of Trust: A documecut filed with the county showing a property is transferred to 2 trustes by

the borrower (trustor) in favor of the lender (bencficiary) and reconveyed upon payment in full,

Pavs Orr ExasTING 1.0ANS

The ritle compony pays off existing loans when so ordered

T Axis AnD INSURANCE

The title company prorares the taxes and insurance upon instructions from the buver and the seller.

ConverTEs Interust On Loans
Acouirks Hazarn INSURANCE

SIGNING OF DOCUMENTS -

[

Assists the buyer and seller when signing documents.

RECORDING DOCUMENTS

The title company records the appropriate decwnents with the county office, giving public noii

e

DISBURSEMENT

The title company disburses the documents and money 1o each party irvolved



WAIVER & RELEASE OF LIEN

STATE OF
COUNTY OF

TO ALL WHOM IT MAY CONCERN:
Whereas - ] , the undersigned

has been employed by
to furnish

for the building at
Cityof , County of R

the undersigned for and in consideration of the sum of § dollars
and other good and valuable considerations, the receipt whereof is hereby acknowledged,
do hereby waive and release any and all lien, or ¢laim or right to lien, on said above
described person, entity, building, land, and premises under the statutes of the state of
relating to Mechanic’s Lien or any other claims, to include labor,
materials, damages, debt, or any other reason, lurnished by, or which may be furnished
by, or relating to the undersigned

Signed and dated

By

Witness

Witness



GLOSSARY and DEFINITIONS

ABSTRACT — A copy of all recorded documents throughout history of a property.

ACCELERATION CLAUSE - A provisian that allows the lender ta demand the balance of the
foan immediately all due, if the borrower sells the home. i demanded, a foreclosure
process is implemanted. See alsa FORECLOSURE.

ACCOMMODATOR - A qualified independent 3™ party 1031 exchange intermediary.

ACCRUED = All amounts added up to date.

ADJUSTABLE RATE MORTGAGE aka ARM = A loan that changes the rate of intarest
according to specific national or internatianal rates, adjustad pericdically.

ADMINISTRATOR = Controller or decizsion making person. Person in charge of an esiate or
assel.

ADVERSE — Mon-family member, non-employee, a uninvalvad persan,

AGENT - Licensed real estate sales person or broker that is a representative far a saller
and huyer and is usually paid.

AGENCY - A legal relationship in which sameona {principal] hires someona else (agent) to
raprasent them to a third party.

AGING-AN-PLACE = The concept that homes [or an area) are designed to accommodate
awners as they age , instead of prompting them to make drastic changes.

AGREEMENT FOR DEED aka AFD aka PURCHASE AGREEMENT aka INSTALLMENT SALE
aka CONTRACT QF SALE - See INSTALLMENT PURCHASE AGREEMENT

AITD aka or AIDT - All inclusive Deed of Trust. A document that notifies the public that
there is an obligation. Such ochligations may be natified as a single obligation, but
contain multiple obligations.

ALIENATION CLAUSE - Sae DUE ON SALE.

ALLCDIAL = Historical title bagsed on Treaty, rather than insured tide.

ALTA POLICY — Additional extended coverage insurance palicy protecting a lander.

AMORTIZATION ar AMORTIZED- Principal and interest are paid together over the term af
the note.

ANNUITY = Insurance policy that may be paid in many different ways. Some types pay
immediately monthly and stop upon death. Others pay only at death. Many options.

APPLICATION FEE - A fee to cover some of the charges of the loan process,

APPRAISAL - A estimale of value performed by a licensed Appraiser that is selected by the
Lender. Each Lender selects specific Appraisers they will accept. A fee is usually
charged starting about 5300,

APPRECIATION = The rate of increased value above the original rate or amount paid.

APR = Annual Percentage Rate. Includes Fees and tharefora may be higher than interest
rale described in the Note. Also known as the true adjusted rate of interest.

ARBITRATION = A process or person that mediates between parties or settles
disagreements.

ARREARS — The past, or the past due amounts.

ASSESSED VALUE — The value placed on property by the government as a basis 1o
taxation. Usually a smaller portion and not faidy related to Fair Market Value.

ASSESSMENT — A tax levied by government,

ASSET - Yalue or equity in parsonal properly or real proparty.

ASSIGNMENT — Transfer rights or interest from one to another,

ASSIGNEE - The recipient of rights or intarest.

ASSIGNOR = The seller or giver or rights or interast.

ASSISTED LIVING = A monitored living arrangement, whereby caretakers help persons with
exercise, daily needs, or health monitaring.

ASSOCIATION - A graup of people that have a cammon goal or purpose.

ASSUMPTION = Taking over obligations, like payments on a Nola.

ATTORNEY — A person skilled in Law to supercede Justice.

BALLOON PAYMENT- Refers to a single {usually large) payment, that usually includes all
of the principal and interest dua.

BANKRUPTCY = A court process of debt restructure or elimination that can take a single
day or years.
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BENEFICIARY = The person or entity that receives proceeds or benefits. Usually has no
ownership or control.

BINDER - A Guarantee or insurance policy.

BI-WEEKLY MORTGAGE - A note payable every other week instead of monthly, resulting in
faster payaff.

BLANKET MORTGAGE - A loan covering mora than ane praoperty.

BLENDED INTEREST RATE = The interest rate after combining loan balances and intarest.

BQND - A money (or pledge of an asset) to guarantee performance of an action.

BOOCT = Cash that is included in a sale or exchangea.

BORROWER aka Mortgagor = The parson obligated to pay [usually a Nots).

BROKER = A licensed person that supervises licensed sales agents. Broker is also a sales
agent.

BUILT-INS — Permanently attached appliances, lights, intercoms, sinks, speakers, etc.

BUY DOWN - A upfrant fee that reduces the interest rate.

BUYERS AGENT - An agent that is hired by the Buyer and has tha Buyer as his primary
CONCErn.

BUYERS MARKET = Too many properties availabla for too few Buyars.

CAPITAL GAINS = The proceeds after deducting original purchase price, acquisition costs,
financing fees, selling costs, improvements, from the selling price.

CAPITALIZATION RATE - The percentage rate applied to the income produced against
estimated value of the property. Includes acceptable rate of return an the amount
invested (yield] and return of the actual amount invested (recapture|,

CARRY BACK - See OWNER WILL CARRY, aka OWC

CASA - An automated property valuation system created by Case Shiller Weiss, that many
lenders and banks usea to estimate home values online, at a lower cost than appraisals.

CASH BACK aka CASH OUT = Extra money refunded to Buyer upon a close of escrow.
Less than ZERO cash down in a transactian.

CASH FLOW = Net spendable income from the investment after deducting all operating and
fixed expenses. May be a negative cash flow, if expenses exceed income.

CASH FLOW vs: PROFIT — Profit may be good or bad or have no relation to the cash flow.

CASH RESERVE - Savings account (impound account) set aside for periodic costs like
laxes, insurance, ar repairs.

CERTIFICATE OF DEPOSIT aka CD = A savings account locked by contact Tor specific ime.

CERTIFIED — Verified in writing by a third credible or licensed person or entity.

CHAIN OF TITLE - A history of conveyances and encumbrances affecting the title of real
property.

CHATTEL - Parsonal property (saometimeas) included in a sale of real praperty that is usad
as security for a debt.

CIVIL vs: CRIMINAL = Civil only has monetary or possession remedies. Criminal has threat
of incarcaration.

CLAIM — Lian or lawsuit.

CLOSE OF ESCROW aka COE aka CLOSING - The finish and disbursement of ail of the
transaction.

CLOSING COSTS — Costs paid at closing including escrow fees, lile insurance, laan fees,
prepaid items, impounds, broker commissions, taxes, attorney fees.

CLOUD ON TITLE = An outstanding ar unexplained claim against the property,

CLUE aka COMPREHENSIVE LOSS UNDERWRITING EXCHANGE - Sea CREDIT REPORT.

COLLATERAL - The assel pladged to secure the debil.

COMMISSION = Fee charged from a broker, salesman, or agent.

COMMITMENT - A pledge or promisa by a lender to loan maney accarding to specific
terms.

COMP aka CMA = Comparable Market Analysis. Compare ong similar property to another.
May not be exact, but may have adjustments in value for differences.

COMPOUND INTEREST - Intarest calculated an bath principal and accrued interest.

COWCURRENT = At the sama tima.

CONDEMNATION — See EMINENT DOMAIN,

CONDOMINIUM — Title held on individual unit and a percentage of common graunds.
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CONSECUTIVE - One after the other.

CONSTRUCTION LOAN = A short-term loan to fund the cost of construction.

CONSUMER CONFIDENCE - The general feelings of optimism in future stability, maney,
jobs, sales, economy, etc.

CONTINGENT - Conditional. One event (such as a purchase) depending on another event
(such as another house selling}, to allow the performance of a contract.

CONTRACT - A legally enforceable agreement. In real estate, contains written
understanding by all parties. consideration (like monay), specific time for performance,
delivery of copies, and acknowledgement {usually signatures).

CONTRACT FOR DEED - See INSTALLMENT PURCHASE AGREEMENT

CONTRACT OF SALE aka AGREEMENT FOR DEED aka AFD aka PURCHASE AGREENMENT
aka INSTALLMENT SALE - See INSTALLMENT PURCHASE AGREEMENT

CONVENTIONAL LODAN — A secured |oan on Real Property withoul governmental
underwriting, governmental insurance, or governmental guaranteas.

CONVEY or CONMVEYANCE - Transfer awnership or some rights (or the Document).

COUNTER aka COUNTER OFFER - A madification of an earlier rejected Offer, that now
makes it a new [combinad} Offer.

CORPORATION - An association, company, club, foundation, institute, society, syndicate,
limited organiration that is permitted by government and chooses to be a corporation
instead of another type of antity, such as a trust or partnership. An entity that has the
same rights as a person, yet is usually separate from the individual, It is an artificial
entity registered and permitted by government for a fee, that requires disclosures and
re-reqistration annually, and may affect taxes, liquidity, transferability, or baneficial
intarest, and may be managed by a single person, or any size group. Usually formed
to conduct business, rather than simply hold passive assets. Highly regulated.
Invented and recognized since the 15™ century.

COURIER — Delivery or agent of the Delivery company.

CO-SIGN - A second person pledging to guarantee actions or contracts of anothar persan
or entity.

COST APPROACH — Estimate of valua to repreduce replacemant cost of impravements
{minus depreciation) added to the estimated land value.

COTTAGE - A small baach or resart studio or one bedroom “artist style™ minimal
residence; a group of cottages may also ba clustered around a courtyard or mini-park.

COVENANT - Stipulation promising certain uses or non-uses of a property.

CRAM DOWN - A reduction by a lender in principal, interest, or conditions of an existing
Mote. Megative market conditions or values may convince a lender to make
reductions, if asked {or demanded) by a payee. See also MORATORIUM.

CREATIVE FINANCING = Usually involves some farm of Seller financing 1o a new Buyer. Or
Seller is still obligated to existing loans. Or involves multiple loans, unusual payment
amounts, interest, or deferral of principal.

CREDITOR — One who is owed payment.

CREDIT REPORT — ONLY AUTHORIZED: TransUnion: www tuc com 800-316-B800,
Equifax: www . equifax.com 800-635-1111, and
Experian: www.annualcreditreport.com B77-322-8228
- OR - wenw.myfico.com See also FICO SCORE. [unautharized)
- OR - www freecreditreport.com {unauthorired)
Check Systems: B00-423-9521
CLUE aka COMPREHENSIVE LOSS UNDERWRITING EXCHANGE —
Database of insurance claims and lawsuits regarding real property.
www.chpoicepoint.com BEE-312-B076
TENANTS: BTT-448-5722
EMPLOYMENT: B66-312-8075
HIGH RISK: www choicetrust.com
MEDICAL: 617-426-3660
CREDIT CARD SOLICITATION OFFERS: wwwaptoutprescreen.com 838-567-8688
DO NOT CALL PHONE REGISTRY: www.donotcall. gov
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DEALER - A government designated status or profession that may require a license ar a
different tax status usually based upon self statement or number of transactions,

DEBT SERVICE = The various peripdic payments on a loan.

DEBT-TO-INCOME RATIO - The percentage of a borrower's debt divided by their menthly
income.

DEED —Written Title to Real Property, when it has been praperly execuled, delivered, and
racorded, that notices the public of true ownership.

DEED IN LIEU OF FORCLOSURE — A voluntary DEED for ease, costs, and convenience.

DEED OF TRUST a.k.a.TD - A documenl used in many states in place of a Mortgage to
secure paymant of 3 promissory note. NOT A NORMAL DEED OF QWNERSHIP.

DEED RESTRICTION - Limits imposed by title to the proparty that prevent certain uses ar
rights, such as ‘no motorhomes' or ‘'no horses' (even though law may allaw it). Cannot
be enforced regarding race, religion, ar disabled,

DEFAULT = Failure to meet obligations in a contract.

DEFECTS - Problems with a title, that are still on record, even if they are already cured.

DEFICIENCY JUDGEMENT - A personal judgement debt of the remaining amount owed a
lender after a judicial sale.

DELINQUENCY = Failure to make payments an time.

DEMAND NOTICE = Payment Due Natice.

DEPOSIT = Consideration used to craate a hinding contract. May be refundable or not, as
per contract.

DEPRECIATION - A decrease in value over time, sometimes estimated per a schedule.

DIRECT LEMDER - A lendear thal has their own money ta lend, rather than acting as an
agent for investors.

DISCLOSURE - To make known or public. Real Property requires written disclosure.

DISCOUNT a NOTE - Reduce the amount due, usually for faster payment of the total.

DISCOUNT POINTS = A nagotiable fee paid to the lender to secure financing for the buyer.
Discount points are up-front interest charges to reduce the interest rate on the loan
ovar the life, or a portion, of the loan's term. One discount point equals ane percent of
the laan amount.

DISCRIMINATE - Treat unfairdy because of race, gander, or physical abilities.

DIVERSIFYING — Owning or investing in various lypes of assets.

DOUBLE ESCROW — A property that is sold again {or azsigned) Lo another and closeas
escraw concurrent with the first sale. OR an illegal transaction that a licensed agent
participates in whereby a purchase is made by the agent himself before allowing a
legitimate buyer to complete his purchase. See alsa FLIPPING.

DOWER - A assumed cwnership by a wife of assels titled to the husband. A dowry gives
assets 1o the husband upon marriage.

DUE ON SALE aka DDS - A clause that a sale farcing immediate paymant of the total loan
principal, interast, and penalties. See also ACCELERATION CLAUSE, FORECLOSURE,

EARNEST MONEY - Money deposiled with Escrow ar Seller as proof of intent to buy. May
or may not be refundable, according to contract.

EASEMENT - Right ta do somathing on real property belonging to ancther. Usually a road,
right of way, utility, or access to a minaral rightl.

EASY CREDIT - Usually means a combinalion of Mo Qualifying, No Tax Returns, or No
Employment Vernfication.

ECONOMIC LIFE - Reasonable period of time a property should sustain eriginal purpose.

EMINENT DOMAIN - The government may force a sale of real property from an owner for a
public purpase. Used often to eliminate ghettos, create shopping centers, schools,
roads, skyscrapers, parks, stadiums, streams, the Qlympics, or factories.

ENCROACHMENT — A structure or fence or use that exlends beyond property line.

ENCUMBERAMNCE — Anything that affects or limits the awnership of Real Property, such as
Maortgages, Liens, Easements, or Restrictions of any kind.

ENDANGERED - A designation by government of any living [rare) organism that will
prevant use of real property,

EQUITY = The value of the property minus all liens.
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EQUITY GUARANTY — A guarantee that accrued equity will be protected for designated
benaficiaries, regardless of lawsuits, divorces, wills, mechanics liens, property
sattlements, child support, inheritance, or other contracts.

ESCROW - A neutral company |or persan within) that accumulates all deposits, cash,
documents, loans, payoffs, inspections, instructions, taxes, etc. to exchange or deliver
to the correct destinations upan full performance of the agreement. A fae is usually
charged that is normally a percentage of the transaction value.

ESTOPPEL - A release such as a statement from a renter that he has no claims.

ESTATE — Vested benafits or use of real property.

EVICTION — A legal praceeding by a landlord to recover the possession of the praperty.

EXCLUSIVE - Usually regarding selling a house giving the agent a guarantee that he has
the only right to sell the property for a sel periad of time for a fee. IF agreemant is
ignored, the agent can still cellect the fee (commissian).

EXEMPT - Mot included.

EXPIRED — No longer under cantract with an agent or real estate company.

FAIR MARKET VALUE - True and extensive proaf of price that a Buyer waould pay in a
normal transaction. NOT necessarily the same and superior to a Market Analysis or
Appraisal. A lender will Favor their own appraisal and ignore Fair Market Value.

FANNY MAE aka FNM# — Federal National Mortgage Association, a government charted
private company that buys large groups of mortgage loans from lending institutions,
and obtains its money by selling securities in the open market to investors.

FARMING — See VILLAGING.

FEASIBILITY STUDY - An analysis of existing or proposed praperty with emphasis on
attainable income, probable expenses, advantagecus uses, and designs.

FEE SIMPLE = Absaclute greatest possible estate or right of ownership of property.

FENG SHUI — Asian philosaphy regarding alignment or geamancy. Some elements includea
colors, angles, numbers, style, directions, water, hills, flowers, doorways, views, and
mirmors. Sometimes considered like a ‘first impression’ or 'karma’. May incapacitate
parties to a transaction.

FHA - Federal Housing Administration.

FICO SCORE — aka Fair, Issac, and Company www.myfico.com

FIRST MORTGAGE = The loan (mortgage) that has recarded pricrity against a real property.

FIRST RIGHT OF REFUSAL — Usually the first right te purchase (ar re-purchase), like an
aption.

FIXED RATE MORTGAGE aka FRM — Tha interest rate does NOT change over the term of
the loan.

FIXTURE — Permanenty attached, includes personal property parmanently attached.

FLIPPING — A property that is baught and immediataly re-sold or assigned to ancther
{legal). - OR - A praperty that is illegally documented and sold at a huge inflated value
by fake sales ar false appraisal lillagal).

FLP = Family Limited Partnership.

FORECLOSURE — The lagal process in which a lender forces the sale of real property to
repay a debt {and missed payments, late charges, faes, expenses, and legal costs).
Usually takes 121 days, but varies according to jurisdiction.

FRALD — Failure to disclose relevant facts, deceive, take advantage of another, break the
law. Licensed Agents are much more controlled and face much harsher penalties
criminally, in addition to civil remedies. See also CIVIL vs: CRIMINAL.

FREDDIE MAE - Government loan fund.

FSBO - A property offered without an commissioned or listed agent “For Sale By Ownear'.

EUNCTIONAL OBSOLESCENCE - Defects in usability or not suitable for use as intended.

GOOD FAITH ESTIMATE — Required pre-closing disclosura of estimated closing costs,

GRADUATED PAYMENT MORTGAGE aka GPM - A loan that usually keeps the same
intarest rate, but starts off with lower payments.

GRANT DEED — A type of deed that warrants that fitle has not previously been conveyed or
encumbered to another (excapt as noted in the deed), and will convey to the grantee
any title to the properly the grantor may later acquire.

GRANTEE — The party whom the title is conveyed.
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GRANTOR = The persan that conveys the title,

GROUP HOME - & common group {such as to age or disability} occupying a single
residence managed by a specialist.

GUEST - A person visiting for a limited time, in most places three days. Has no “Renters’
Rights™.

HARD MONEY LOAN - Typically a nan-bank lender ar investor that will loan money fast at
high interest and high fees for short periads of time, usually requiring excellent equity,
usually NOT requiring good credit. Usually very expensive costs and interast.

HISTORICAL TRENDS - Such as past appreciation, or "Sellers’ Market”, or interest rates, or
vacancy rates. All of which may NOT reflect future trends.

HOME EQUITY LOAN — A loan borrowed against and secured by the equily in a home. Not
associated with the original purchase of the home, but perhaps far repairs,
improvementls, payoffs of other debts, ar cash-on-hand.

HOME INSPECTION = Usually done by a licensed company, that checks for structure
defects or wear and tear, then wriles a report, usually for a fee of about §250.

HOMECOWNERS EXEMPTION - A reduction in taxes, usually based upaon occupancy or
military service, disability, or previous home ownership.

HOMESTEADING — The process of obtaining ownership of land by living and working on
the land. —=OR- The classification of “homestead” may allow for lower property taxes
and other benefits far special instances such as primary residence, military veteran,
seniar, or handicapped, or restricted liens, ar restricted foreclosure of equity.

HUD - Department of Housing and Urban Development.

HYPOTHEGATE = To pledge an asset as securily.

IMPOLUMNDS = A forced savings account to accrue amounts necessary to pay taxes,
insurance, or other occasional expenses.

INCOME CAPITALIZATION = Estimate of value based upon recap of income praducing
property by capitalization of the annual net operating income expected to be produced
by the property during its remaining economic life,

INDEX — A published interest rate that often influences adjustable rate loans. Typically
Federal Home Loan Bank index rate, Federal Reserve Board rate, Treasury rates,
TCMS, LIBOR, ar CD rates published in places like the Wall Street Joumnal.

INFLATION = The increase in monay necessary to pay for goods and services that formerly
cost lass,

INTEREST RATE — The annual rate charge as profit for use of monay. See alsc APR.

INSTALLMENT PURCHASE AGREEMENT aka INSTALLMENT CONTRACT - Deposit
payments tawards eventual ownership, whereby the title (Deed) is usually delivered at
the end of all payments. May be taxed differently than earier Deed.

INSTITUTIONAL LENDERS - Commercial lenders such as banks, savings and loans, credit
unions, insurance companies, and finance campanies.

INSURAMNCE - Title insurance, lander insurance, loan insurance, property loss, earthquake
or flood insurance, atc.

INTEREST — A percentage a loan amount charged for use of money.

INTEREST ONLY - Principal is not paid along with the interest in payments of the note,
leaving the principal to be paid later.

INVESTING vs: SAVING — Investing can give you higher retumns, but less liquidily. Saving
can give you more safety and more liquidity.

INVESTOR = Parson or entity that controls real estate or noles ar money.

INVOLUNTARY CONVERSION = A forced transfer of ownership that may allow for less
personal income taxes or taxes under different rules or regulatians.

JOINT TENANCY — Ownership by two or more owners,

JOINT YENTURE - A joining of two or more people or entities for a project.

JUMBO = Large loans in excess of 250,000 that have different lending rules.

JUNIOR LIEN — A lien of lessor priority {recorded later} than a prior recorded lien.

JUMNK FEES - Extra costs to a borrowar thal create excess profits for a broker such as
Warehouse Fee, Underwriting Fee, Processing Fee, Application Fee, Administration
Fee, etc. Usually negotiable or cancelable.

KEYHOLE LOT - A lot behind anather lol.
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LAND CONTRACT — See INSTALLMENT PURCHASE AGREEMENT.

LANDLOCKED - A property that has no legal access or is surrounded by other landholdars
without an easement to access.

LAND PATENT — A real estate deed from the federal government usually related to minaerals
and mining.

LAND TRUST = A trust ariginated by tha owner of real property in which real estata is the
anly asset. Because the interest of a beneficiary is considered personal property and
not real estate, a judgement against the beneficiary is NOT against the real estate.
Usad for asset protection and for holding control anonymously,

LEASE BACK - See SALE/LEASE BACK.

LEASE OPTION — A formal written rent contract that has a purchase oplion possibility.

LEASE-TO-OWN - A formal written rent contract that has a portion of the payments applied
to the purchase option possibility.

LENDER'S POLICY - Usually required by institutional lenders an 1" and 2" mortgages that
only protects the lender.

LESSEE - The tenant.

LESSOR = The landlord, owner, or property manager.

LETTER OF CREDIT aka LC - A binding guarantee by a bank protecting a transaction.

LETTER OF INTENT = Non-binding letter describing intent to create a contract.

LEVERAGE vs: CASH - Leverage allows control of much larger investments than cash,
sometimes with less (or mare) risk.

LIBOR - Landon InterBank Offered Rate based upon five London banks. See also INDEX.

LIEN - A claim against the property far the payment of a debl ar ather chiigation.

LIFE ESTATE - A right existing only during a lifetime that cannot be lransferred.

LIMITED LIABILITY COMPANY aka LLC - An entity that comhbines some corporate and
partnership attributes.

LIMITED POWER OF ATTORNEY — Power for a single purpose. S5ee FOWER OF ATTORMNEY.

LINE OF CREDIT = Pre-appraved loan amaunt “ready-ta use”.

LIGUIDITY = Ability to convert quickly to hard cash.

LIS PENDENS - A praliminary notice to the public of a pending legal action.

LISTING - Contract agreamant that gives commission to a sales agent, whether or mt the
agent is involved with the sale far a certain period of time and other conditions.

LLC aka LIMITED LIABILITY COMPANY — A relatively new type of entity that has many
ahbilities of a trust ar corporation, but less cost than a corporation. Not universally
ragulated or defined or governead.

LOAN ORIGINATION = A Lander (or their agent) creates a new loan and may charge a fee.

LOAN-TO-VALUE aka LTV — A percentaqge ratio (value) between the laan amount and the
property value.

MAl APPRAISAL - A commercial appraisal primarily used in businesses or income
properties with the appraisal fee that usually cost many thousands.

MARKET CHANGE — A change in buying or selling habils, or confidence in the future.

MARKET VALUE - See FAIR MARKET VALUE.

MECHANICS LEIN - A lien placed by a laborer ar company for unpaid work or matarials.

MICROFISH = A searchable film copy of documents recorded in public records that prove
histary, sequence, contents, dates, canditions, and replace the need for each ariginal
document.

MINERAL RIGHTS - The right to various minerals ar mining such as water, precious metals,
oils, gas, that is usually NOT included with most deeds.

MINING RIGHTS = The ability to recover or sell various minerals NOT including ownership
or regular use of the land,

MINI-OFFER = Ahbraviated non-binding affer to purchase or sell real estate like a Letter of
Intent.

MLS — Multiple Listing Service — A service organized and maintained by REALTORS that
usually anly show properties under a agency listing commission contract.
www. mls.com —0R- www.rmis.com -0OR- www.realtar.com

MOBILE HOME - A temporary residence usually identified by attached wheels taxed as
parsonal proparty, NOT real praperty.
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MORATORIUM - A temparary suspension of interest or payments.

MORTGAGE — A legal document that provides security for repayment of a Promissary Mote,
Usually described as a DEED OF TRUST or a TRUST DEED. See also TRUST DEED
and NOTE.

MORTGAGE BROKER - A company that arranges loans usually with maney from others.
See also DIRECT LENDER.

MORTGAGEE — Lender.

MORTGAGEE'S TITLE POLICY — See LENDER'S POLICY

MORTGAGE INSURANCE - An insurance policy protecting a lender against possible loss,
almost always required on highly mortgaged loans. Typically 80% LTV and higher.

MORTGAGOR — Barmawer.

MULTIPLE LISTING SERVICE aka MLS — The computerized database of almost all
proparties listed by mamber brokers that details properties for sale and recent activity.

MULTIPLE OFFERS - Sometimes mare than ane offer will appear at about the same time.
Some agents will present one, wait for acceptance or rejaction, before presenting
added offers. The first may not be the best. Most agants will present all al ance.

NEGATIVE AMORTIZATION - The payments are |ower than the interest rate, thereby
increasing the principal amount owed over the loan term.

NET/NET/NET — After taxes, insurance, and all other fees,

NON-JUDICIAL FORECLOSURE — A special method of foreclosure that avaoids court.

NON-REFUNDABLE = No refund.

NOTARY - A person licensed by government that verifies that a person signed a document,
ANDIOR that they took an oath regarding the dacument. A minimal fee is usually
charged.

NOTE - Agreement to pay money or value.

NOTICE - Information that is public such as newspaper published, delivered to party, or
recarded infarmation.

NOTICE OF DEFAULT aka NOD = Tha preliminary notice to the public that payments ar
conditions have not been met and a foreclosure is now started.

NOTICE OF TRUSTEE'S SALE - Final advertised and posted step before the foreclosure
auction.

NOTICE TO CREDITORS - A publishing or mailing to maka the public aware that they must
make their final demands for payment.

NOVATION = Substitution of Bormowers.,

OPEN HCOUSE - A showing Lo Lhe general public of a property with the hopes of finding
interested buyers or potential sellers. Usually lasts a few hours ar a day.

OPTION = A right based upon a written contract with specific terms and period of time,

OPFTIONER - The buyer or party that has received the right or option.

OPTIONEE - The sellar ar party that granted the right or option.

ORIGINATION FEE - A fee charged by the lender to prepare the loan.

OWHNER WILL CARRY aka OWC aka OWHNER FINANCING — A Note payable to seller usually
created at time of seller sale.

OWHNER'S TITLE POLICY - Insures the Buyer against loss due to any defect of the title not
exceptad to or excluded from the policy.

PAPER - A Nota, Deed of Trust, Mortgage, AFD, Deed, or a combinatian,

PARTIAL RELEASE - Usually a partion of release of an obligation, or the security, or
payment of principal. See also BLANKET MORTGAGE.

PARTNERSHIP — A General Parinership has more than ane controller. Nat very insulated
as to disagreements. A limited Partnership has one controller and many non-
controller partners. Usually very little input by aach partner.

PATENTED LAND — See LAND PATENT.

PERMIT — Permission from government for a fee, sometimes after committes approval,
sometimes after conditions, sometimes afler delays and public discourse and court
resolved disputes.

PITI = Loan payment that includes principal, interest, property taxes, and fire insurance.

PLANNING = A committee or agency of govemment that issues permits or approval of
improvemeants or construction or land use.
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PMI aka PRIVATE MORTGAGE INSURAMNCE - See MORTGAGE INSURANCE.

POINTS - Paid by the Buyer ar Seller. One paint is equal to one percent of the loan
amaunt,

POWER OF APPOINTMENT — The power to appoint trustees, directors, managers, hire
consultants, or employees.

POWER OF ATTORNEY aka POA - A legal written document and right that authorizes cne
person 1o act on behalf of ancther. Sometimes limited to specific acts (such as
regarding anly a certain real praperty).

PRELIMINARY TITLE REFPORT aka PRELIM = A report of current status of title and
obligations, easements, property taxes, items of record, sometimes refarencing event
histary. Sometimes has obligations of Buyer or seller as individuals.

PRE-PAID EXPENSES aka PRE-PAIDS - Closing expenses that include taxes, hazard
insurance, special assessments, and mortgage insurance,

PREPAYMENT PENALTY = A fae imposed only if a loan is paid off early, usually amount of
six months interest or less.

PRE-QUALIFYING — A abbreviated approval process that can be done in advance of
purchase,

PRIME RATE - The interest rate banks charge their best customers. Ses also INTEREST
RATE.

PRINCIPAL — The amount owed to a lender, not including interest or fees. —or- The
emplayer of an agent in an agency agreement.

PRIVATE MORTGAGE INSURANCE aka PMI = See MORTGAGE INSURANCE.

PROMISSORY NOTE - A written promise ta pay. As opposed ta SEE SECURED NOTE,

PROTECTOR — A tie breaker and arbitrator and emergency controllar.

PURCHASE AGREEMENT aka AGREEMENT FOR DEED aka AFD aka INSTALLMENT SALE
aka CONTRACT OF SALE — See INSTALLMENT PURCHASE AGREEMENT

PURE OPTION = Solely the option 1o purchasa real property in absence of a lease
agreement

AUANTITY SURVEY - A method of cost estimation that considers a detailed count of all
materials going into a structure together with the cost of labor to install.

QUIET TITLE - A deed created by a court Lo eliminate defects in title, verify claims, and
resclve tide conflicts.

QUIT CLAIM DEED aka QUIT CLAIM — A type of deed that gives up any rights the grantar
may have or may nat have WITHOUT WARRANTEE or OBLIGATIONS. Usually the type
of dead used in divorce, although many attormeys fail ta create it after divorce decrees,
leaving both parties unfinished. Often impraperly usad as a general purpose deed.

RATE - See INTEREST RATE.

REAL ESTATE INVESTMENT TRUST aka REIT - A investment entity usually created and
managed by a company that cperates similar to a stock investment. Requires more
than 99 investars and distributions of annual income.

REAL ESTATE OWNED aka REQ - Bank awned property, usually unwanted discountable
real propearty.

REAL PROPERTY - Real Estate, NOT what is temporarily an it [such as a travel trailer or
mobile home with wheels). Aclual structures are REAL PROPERTY, but NOT the
contents.

REALTOR - A licensed real astate salesman ar brokaer that ADDITIONALLY belongs to the
Naticnal Association of Realtors. Most do to participate in Multiple Lisling Service.

RECONVEYANCE aka RECON - Elimination of secured obligation usually regarding a paid-
off Note.

RECORDER - The office agency of government {usually the county) that creates and
maintains public records. Documents of Real Proparty are not complete until
recorded. A minimal fee is usually charged.

RECORDING FEES = Minar feas charged by the government to publicly record and manage
public records and transfers and obligations.

REFINANCE aka REFI - A new loan to replace another loan|s).
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REMUOLDEL vs: ADD-ON — Most governments classify a remodel aka repair to need |ess
approval or fees than a add-on. Definitions vary, but a repair is usually about 25% of
existing structure al any ane time,

RENT BACK - See SALE/LEASE BACK,

RENTER - A person that pays rent and does NOT have ownership of real property. Usually
has “renters rights” if renting mora than threa days.

RENT-TO-OWN - Buyer gets credit of all or large portions of the rent towards purchase.

REQUEST FOR NOTICE - A recorded notice requesting notification of foreclosure
proceedings, usually regquested by junior lien holders,

RESTRICTION — Limitation such as “no trucks™, “no horses”, “no kids”, but can be almost
anything except discrimination.

RESTRUCTURED - A Ioan that has different interest, payments, terms, or conditions.

REVERSE MORTGAGE - A monthly payment ta the borrower deducted from the equity
usually designed for seniars.

RIGHT OF REDEMTION — The right to redeem or recovar tille to a property after legal
actions have already started, sometimes after foreclosure or property transfer.

RISK - A potential for loss.

RTC aka RESOLUTION TRUST CORPORATION — Federal agency thal aversees
management and liquidation of assets of failed savings and loans and banks.

SALE/BUY BACK — A sale (usually a severe discount), that can be undone far a short
peried of time, thereby allowing the seller to attempt to locate a more profitable sale ta
a different buyer.

SALE/LEASE BACK - A methad of sale allawing continuous possession by the seller.

SEASONING aka AGING - Allowing for payments or appreciation or perfarmance over time
to increase reliance on conltract tarms.

SECOND MORTGAGE - The loan (mortgage) that is recorded AFTER the currently first
recorded loan against a real praperty, aka The 2™ remaining obligation that is
recorded against a real praperty. Becomes a 1™ upon payoff of existing 1™,

SECTION 3 - A governmenl guaranteed rental program that has generated reliable rents to
rental property managers.

SECURED NOTE = A Nale that is publicly noticed by a recorded Deed of Trust securing raal
property.

SEIZURE - Caonfiscation by government for enviranment, debt, public use, Eminent
Domain, taxes, or criminal acts.

SELLERS AGENT - Agant that is contracted and paid by the seller.

SELLERS MARKET = Mare Buyers ready ta buy than properties available for sale.

SETTLEMENT - See CLOSING COSTS and CLOSE OF ESCROW,

SHARED APPRECIATION - A method of joint venture whereby a smart real estate broker
will share in home ownership or value with a buyer by allowing the buyer to use his
commission to purchase a home.

SHORT SALE = See CRAM DOWN.

SIMPLE INTEREST = Annual interest that is computed on principal WITHOUT consideration
aof accumulated interast and principal.

SPECIAL ASSESSMENT - A special charge by government to cover specific propartional
cast of an improvemeant such as a street ar sewer,

STARKER 1031 EXCHANGE - See 1031 EXCHANGE.

STRAW BUYER - A fake buyer allows his credit ar name to be used by another (illegal).

STRIPPING — Borrowing all the equity you can from your house Lo invest in ventures.

SUBDIVIDE - Break into smaller parcels or pieces, usually requiring government approval,

SUBJECT TG = "As is” usually referring to paying an existing loan without disclosure that
there is a differant property owner, and in vialation of the loan contract. Risky. See
also DUE OM SALE.

SUBORDINATION = The act of allowing a junior lien or loan to be superior by agreementL

SUPPLY AND DEMAMD = The principle that values rise as demand increases (more buyers
are ready) or decrease as supply [more saleable properties) exceeds demand,
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SURVEY - Measuring real property boundaries and dimensions as verified by a Surveyar, a
maasuring persan that creates a written report and places markings on the real
property; alsa a map or plat shawing the results.

SWEAT EQUITY — Equily created by a purchaser’s work on a property.

SYNDICATIONS — A group of investars, that form into an entity such as a REIT, LLC,
partnership, ar trust.

TAX ASSESSOR - Gavemment agency or bureaucrat that determines property value and
improvaments in order to determine praoperty taxes. Some jurisdictions only change
taxes upon title transfer,

TAX CERTIFICATE - Proot that the property taxes were paid.

TAX DEED - A deed issued by the governmant to a buyer at a tax sale.

TAX LIEN - Dbligation that may supercede loans, other liens, ar equity.

TCMS = Rate of Treasury Constant Maturity Series. See also INDEX.

TEASER - A temporary reduction in inlerest rates or payment amounts, Common an
vehicles and variable loans.

TEHANT - Renter.

TENANCY-BY-THE-ENTIRETY - Jaint aownership acquired by husband and wife during
marriage. Upon death, the surviving spouse becomes the owner.

TEMANT-IN-COMMON = Form of co-ownership by which each owner halds an interest in
tha property as if sale owner. No right of survivarship, but right of inheritance is
granted.

TEHANT-IN-COMMON TRANSACTIONS aka TIC = Investments like stocks or REIT, but that
give individuals separate deed to individual assets (or portions). May soon ba
ragulated by SEC.

TERM - Contract amount of time to complete conditions and payments.

TERMITE INSPECTION = Required by lenders to show property improvements are free of
active termites and their damage.

TITLE - A actual recorded Document {or a publicly recorded copy). In Real Proparty means
Ownearship.

TITLE COMPANY - Insurance company that does business with Escrow Companies.

TITLE INSURAMNCE - The basic insurance policy that insures parties against title defects or
errors, See also ALTA policy.

TITLE SEARCH = An examinatian of records and history to determine ownership and
encumbrancas affecting real property.

TRIPLE NET - See NETINET/NET

TRUST — An entity that has the same rights as a person, yet may be designed to be
separate from the individual. It allows for management of assets, income, taxes,
liquidity, transferability, control, privacy, for beneficiaries. It is usually a private antity,
requiring na permission from govemment, registration, or disclosure. May be used
instead of a partnership or corporation. Usually holds passive assets. Not usually
formed to simply conduct profit oriented business. Moderately regulated. Invented by
Socrates, and protected by law more than any other type of entity or person.

TRUST DEED aka TD - Dacument that must ba recarded that confimms the existance of a
note or obligation on real property. See also DEED OF TRUST and MORTGAGE.

TRUSTEE = The manager or controller.

TRUSTOR aka GRANTOR aka SETTLOR - The creator of a trust.

TRUTH in LENDING - A group of laws that require lenders to disclose costs, interest, loan
details, and deliver documents at spacific times,

UNDERWRITING = The decision whether to make a loan or a guarantee to a potential
barrower or sellar.

UNLAWFUL DETAINER = A lawsuit to evict a tenant, occupant, or former owner that
unlawfully remains in possession of real property.

TRW = A credit reporting agency. See CREDIT REPORT.

UNSECURED - No security, such as a promissory note.

UPSIDE DOWN - See CRAM DOWN or MORATORIUM.

USURY = The lending of money at a higher interest rate than is permitted by law,

VYETERANS ADMINISTRATION aka WA - The Veterans Administration or a loan by them,
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VARIABLE = Interast rate ar payment that varies depending upon the contract. See
ADJUSTABLE RATE.

VILLAGING - Working an a limited manageable area as to all activity. All information,
houses for sale, sales, expired listings, schoals, shopping, problems, structural
defects, floor plans, employments, easements, canditions affecting the neighborhood.
The expert of the neighborhood. The busybody and know-it-all that is aware of and
perhaps steering trends.

VERIFICATION OF DEPQSIT aka VOD - A form required by most lenders from banks of a
barrower confirming values.

VERIFICATION OF EMPLOYMENT aka VOE - A form required by mast lenders from current
and past employers of a barrower confirming income, term, position, and probability of
continued employment.

WALK THRU - A Contractual Release document that the Buyer will executa upon his
approved inspection of real property and improvemeants, and included items.

WAREHOUSE - Held money for approved loan sometimes for a holding fee.

WARRANTY - A guarantee usually paid for by the seller and costs about $350 that includes
iterns like heating, cooling, and appliances stating thay are in good warking condition
for one year,

WARRANTEE DEED - A deed that additionally guarantees (by tha sellar) good title.

WITNESS - A persan that will testify that a signature is true, not statements of the
document.

WRAPAROUND aka WRAP - A note andlar a deed of trust that is for the combined amount
of the pre-existing mortgages (and is subordinate to them) allowing for a single
combined payment (that may be for higher rate of interest). Needs extra scrutiny for
conflicts and consequences.

YIELD = Tha retum of investment andior profits on investments. Tha total income
produced by investment, usually expressed as an annual percentage.

ZEROQ aka NOTHING DOWN - May still require cash for impounds and closing costs, or
allow for cash back of excess to buyer or seller. See aleo CASH BACK.

ZERO LOT LINE - A praperty that allows aone side of the building to attach 1o a building an
another property, such as a building that centers on two separately owned lots.,

ZONING - A government agency or process that allows or disallows restrictions as to types
of business, activities, ar uses of property and improvements.

1003 = Credil loan application.

1031 EXCHANGE - A transfer sale axchange method that allows deferred federal taxes if all
Internal Revenue Service rules are mel. Very restrictiva, but popular method. There
are agents and associations that specialize in exchanges. Originally pioneered by the
STARKER decision. Sae also ACCOMMODATOR.

CALCS:
PITI + Gross Monthly Income = Frant-End Ratio
PITI + Debt Payments + Gross Monthly Income = Back-End Ratio
VALUE:
MET + Rate of Return —ar-
Grass Income Multiplier - or -
Cash on Cash Return —ar -
Het Spendable Multiplier
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