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We do not provide legal or specific financial advice. If you require legal or specific financial assistance please consult your own attorney, financial planner or Trustee for legal or financial advice.

[image: All_Three_Triangle_logo_PRINT]


Questions for the Experts:

1. Can this question be answered on a webinar please....

For a land contract, can or should the insurance be held in the property owners (our) name?  Insurance would be escrowed and paid by the servicer.  The buyers would obtain their own policy to cover their contents until the land contract is paid and the deed is transferred to their name and actually filed?  Looking to understand what we could/should do in this scenario.

Additional background on this insurance question:

This is regarding a property we have owned locally since 08.  We originally discussed this on a webinar at end of Nov. when we had a problem tenant and a problem property mgr (original details attached).  Per Eddie and Charles' advice we decided to do seller finance and board it with NAA in Jan.  NAA has qualified a buyer and they are proceeding forward with a 20 yr. seller financed loan.  This will be a WRAP loan because there is an existing lien on the property.  Sales price is approx. double the current lien amount.   NAA will be servicing the loan- collecting payments and escrowing the taxes and insurance and paying those.  Per NAA they normally recommend the insurance co and the buyer gets their own policy.  We are learning that the new "additionally insured" buyer can be a "red flag" for the original mortgage holder.  We also know most banks never use the due on sale clause that is in all mortgages- however if they wanted to, they could.





Continued…
Our question is- can we OR should we keep our own policy that we have always held on the property (our premium is about half what was quoted to the buyers by NAA).  If we can/should keep our policy and let NAA just collect the insurance to escrow and pay it annually along with prop taxes, would the new buyer need to be added as additionally insured to the policy?  What about adding verbiage to the land contract to NAA's land contract regarding insurance so in the event of a loss, bank would be paid 1st, our LLC 2nd and the buyers 3rd?

Trying not to make this too complicated but we need to find the best approach and would appreciate your ideas and input.  If this could be discussed this week we would appreciate it.

Thanks,
Karen & Todd Richards









2. I came across this marketing to seller financed notes.

Seller sold via land contract to buyer for $130,000 single family on 12/18/12.  Buyer put down $3000 and was to pay the seller directly $1000/month (no servicer) at 0% interest until the property was paid off in full.
*The land contract is recorded in Summit County.
The seller has an outstanding mortgage on the property for $98000. 
In a "he said/she said" back and forth disagreement that has broken out between the 2 parties, the buyer is now making payments directly to the seller's lender and not forwarding any difference (which would be between $200-300/month).
Property taxes are being paid.
Is the only option available to the seller foreclosure since the contract is recorded?

Would it have been better if the contract was not recorded and why?

Property details:

1020 Dunning Rd.
1794 Sq Ft Bi-Level
7.75 acres (with gas well)
5 bdrms, 3 full baths (per former owners)
built 1992

CMA shows rehabbed property worth $200-$225k.  Based on current exterior condition, current market value would be around $95-105k. 

Continued…
What I am not clear on is the position of the original owner.  She is still in title.  The terms of the LC have not been honored. 

Buyer paid $3k down on 12/12 and the last payment was made in June of '13 (6 payments of $1000 [3k + 6k = 9k]) UPB at that time would have been $121k on the LC.  Buyer began making payments directly to the seller's lender at that point.  I do not have what those payments are, but per the LC contract par. 8, those payments are to be credited toward the buyer's payments and since the buyer loan is at 0% interest, 100% of it would all be considered going toward the principal of the LC purchase price.(Correct?)

IF the buyer has made payments directly to the the seller's lender in the neighborhood of $700/month, and since the buyer's interest rate is "0", then 31 payments has reduced the UPB on the LC by $21700, making the UPB of the LC comparable to the outstanding amortized mortgage the seller currently owes.

The value of the land contract is blown up at this point, unless I'm missing something.  No payments have been made to the seller since 7/13 which is in violation of the LC, but who gives a ......there's nothing here, I think.


Roman Tarnawsky





3. We do have an investor with an tax issue with notes.  If you have time on the call we would like to talk about it.
I did talk to Equity Trust about it today.

Hi Stu & Tina,

Thank you again for discussing the Notes with me last Thursday at REAPS/Bellevue.  

I dug a little deeper and now understand investing/tax terminology is much less consistent than I realized.  In general, I'm looking for a Passive Income investment that complies with the IRS' definition so that I can use the tax benefits.  

Many folks define Passive Income as income received on a regular basis, with little effort required to maintain it.  (From Wikipedia)  These folks are likely to include stocks and bonds in this definition of Passive Income.  By this definition, the 
Notes you are promoting would be Passive Income.  http://www.goodfinancialcents.com/passive-income-ideas







Continued…
The US Internal Revenue Service uses a different definition for Passive Income.  The IRS categorizes income into three broad types, active (earned) income, passive (unearned) income, and portfolio income.  (The RichDad/PoorDad book series uses the IRS definitions.)  The IRS has different tax rules for each category.  

By the IRS definition, stocks and bonds are portfolio income.  I may be wrong, but I assume Notes are also considered portfolio income.  

FYI - For a sleep-inducing read, IRS Publication 925 includes a definition for Passive Activity Income.  https://www.irs.gov/pub/irs-pdf/p925.pdf

Thanks
Stu











4. An update on the house that I am purchasing using seller financing.

There is an Abstract of Judgment in favor of the state filed against the owner.
[bookmark: _GoBack]
In Texas, an Abstract of Judgment does not attach to homestead property.
Unfortunately, he rents out rooms to boarders.
The portion of the house that is income-producing cannot be claimed as homestead.

So, does that mean that part of the proceeds of the sale will go to the state instead of the seller?
If 15% of the house is rented out, he will only get 85% of the proceeds?

Money received from the sale of homestead property is not subject to seizure by a creditor for 6 months.
So, the seller will lose the proceeds if he doesn't reinvest them in another homestead.

Am I missing an alternate solution to this problem? 
Would bankruptcy make the Abstract of Judgment go away?

Regards,
Russ
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If you want to Purchase Assets from the call:
Offering@colonialfundinggroup.com
Please Submit Questions to:
 Content@noteschool.com
To Buy a Partial Contact Martha Speed at Martha@noteschool.com
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