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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.
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Questions for the Experts:

1. Hi All, 
I am working with an investor who has bought a few notes, and would like to work with me buying REOs and seller financing. Here is the model we are exploring, I am looking for feedback to best practices, how to structure, etc this type of deal. 

Lender/Note investor = Trina
End Partial Investor = Pat

I am going to take a private loan from Trina to buy an REO and fix it up (using some of my own money) my company will then sell on a land contract. Trina then wants to bring in Pat to buy the partial, his investment will pay her initial loan off, and she keeps the back end as profit. I make the spread between note sale and our cost basis. Here is an example of a real deal I just reviewed and we are using to work with numbers: 

The Home Purchase
$16,000 Purchase price (REO)
$  1,000 Closing costs
$10,000 Repair budget
$27,000 Invested




Continued…
The Home Sale
$70,000 Sales price (rents are $800 for this home, PITI = roughly $700/mo) 
$  3,500 Down 
$  1,250 Loan origination fees and underwriting

The Note
$66,500 Loan, 9% interest, 20 year term
$598.32 monthly P&I payment

	I am working Columbus, OH and focusing on growing the seller finance model there. To determine my seller finance 	sale price I work backwards from rent to back into PITI that is about equal. My research shows it will rent for about 		$750/mo. If you think selling this at $70k is unrealistic, I would love that feedback. Here is the link to the listing, not 	sure if this will work for you:

	http://www.flexmls.com/cgi-	bin/mainmenu.cgi?cmd=url+other/run_public_link.html&public_link_tech_id=17wlfdqlch80&s=17&id=1&cid=1
	I would work with NAM to market and write the loan for the land contract. Finding buyers via craigslist, Zillow, and 	hotpads should provide a buyers list. 
	I would find the house, manage the contractors I have worked with who are a really professional outfit, and would 	manage NAM
	Property sale would be me / NAM
	Trina is sourcing, and coordinating the partial investor, and putting up her money for the purchase. 
In this example I would walk with $15k, and Trina/the investor gets the back end of the loan. We both are adding value, myself through sourcing the asset and managing the subcontractors to repair and sell. Trina bringing capital and the end buyer/partial investor. 
		
We would then sell the partial to Pat for $40k, I make $15k and Trina keeps the back end. She would like to do a deal like this. I would like to know how we structure it, and who can close it. 

I'd love your feedback as to how to optimize the model, and also how to structure the deal where Trina is a lender/end note holder selling the partial, and I can make the difference between our all in costs, and sales price of the partial note ($15k in this example)

Kevin Moen

	








2. This is a follow up to a note on a Houston property you've already helped me with. I'm buying it from a bank and selling the entire note to an investor.

The bank has sent me an assignment, which I'm attaching. It claims to be the only doc needed to transfer the ownership of the note to me, but I'm wondering if we also need a P&S agreement. Plus, there is no mention of assigning the mortgage.

Once we get that part figured out, do I then use the P&S agreement to sell it to my investor, or can I repurpose this assignment form to transfer ownership to him? Once I get the mortgage assigned to me, how do I assign it to my buyer?
Also, I'll need to line up a servicer for my passive investor. Do I wait until I sell it to do that or should I set it up before hand? 

Thanks,
Les Goss








3. At Summer Summit I spoke with several people about Joint Ventures and Partnerships in the Note business.  I would now like to hear your thoughts on this possible JV opportunity.

I have an investor that is interested in participating with me in a Note business after hearing a case study presentation I did at our local REIA and a Saturday class by Joe Varnadore.  He has suggested that he bring the funding and I would acquire assets and have management control of the inventory - keeping him in the loop.  The initial investment is $250k, if necessary we would drop in an additional amount to improve inventory.

This investor is a hard money lender so I would like to offer a value proposition beyond our local lending rates (12%).  My idea is that we would sell partials to his many dry cash investor friends and a few of my own, creating a number of tails owned by the company.  Each asset sale would be replaced by purchasing a new comparable asset for the inventory (AKA rinse, repeat as often as possible).  Any profits from sales/brokering would be distributed equally at the end of the year, resetting to the initial basis ($250k) each year.

The buy-sell agreement would include a pre-determined company lifetime (3 to 5 years?), exit strategy is to sell remaining assets paying back the initial investment first, then any legal and tax/accounting fees, then divide the resulting tails up into two groups and assign them to our respective companies to complete their life cycles.

I assume that I have left out several key components, that's why I'm coming to you guys. Thanks for the help!

Brooks Johnston





4. Monday call request:
Had initial meeting with an investor interested in learning more about partials. 

At our initial meeting, I briefly described a partial with a return between 8-9%.  For this next meeting, he has asked that we go over a sample deal.  I would like to give him a good sense of what the DD shows and why this is a solid investment.

I would like to make a profit on the front end.  Possible $100 deal.

We agreed to a second meeting this week where we plan to go over a sample deal.  I'm also sending him a blank contract for the partial; after looking them over, it seems the "sale" is the correct one.

Could we go over a recommended approach using a current offering?

Just choosing a somewhat random land contract:  2822 S. Michigan in South Bend.
Investor is not really a pure civilian.  He's a licensed commercial real estate agent, owns a self storage facility, and is well connected and I expect will probably refer other investors if all goes well.  Suggestions on compensation for leads.

Thank you,
Sergio Elizalde
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Questions for the Experts:


PL Open Mic Monday:    

If you have a question that you would like to ask about a NPL asset or topic please raise your hand or submit your question to the board.

If you raise your hand you also need to explain what your question or topic is by typing brief description of what you want to cover!






New email for Content Docs Submissions

https://www.dropbox.com/request/Enk7QksdLwgqXgVMK2Bz







New email for closing issues (Includes request for any missing executed post-closing docs)
 
PostClosing@colonialfundinggroup.com
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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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