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THE MORTGAGE MELT DOWN - - PART 9
In May, 2007, I issued a four page special edition of this newsletter discussing “What Does the Mortgage Melt Down Mean to You?” In that issue I mentioned that according to the website www.ml-implode.com, there were 74 lenders who have gone out of business since 2006. As of today, (July 9, 2008) that number has risen to 266! It is now virtually impossible to pickup any newspaper or watch any TV news program without reading or hearing something about the Mortgage Melt Down. For these reasons I believe that it is more important than ever to prepare to cope with the impact of the melt down. 
NOTE: All issues since January, 2007 can be found by going to www.Cash4You.net  and clicking on Creative Mortgage Talk.

HOME FORECLOSURE TRENDS

According to www.RealtyTrac.com there were 171 home foreclosure filings in Alaska in May, 2008. This is a 16% increase from April and a 28% increase from May 2007. That represents one foreclosure filing per 1,617 households, putting Alaska in 33rd place nationwide. The highest rate is in the Mat Su Borough where the rate is one filing per 604 households (now less than the national average of 1 foreclosure per 483 households). Anchorage was in 2nd position statewide with one filing per 1,378 households.

COPING WITH THE MELT DOWN—PART 7
In the January/February edition, I discussed how any property can be made more appealing to Buyers through the use of Seller Financing, because Buyers find it an attractive alternative. In addition to making any property more attractive, there are certain properties such as mobile homes, raw land, unfinished construction, or properties of unconventional construction (or in poor repair) that can only be sold through the use of Seller Financing. I also discussed how the Sellers’ need for cash can be satisfied through sale of a Note at the closing table to a Note Investor. (CA$H NOW SELLER FINANINCING™)
In this edition, I will address the essential elements involved in creating a Seller Financed transaction:

The Down Payment: An important element of a Seller Financed transaction is the down payment. Due to the fact that the Buyers in many such transactions have less than perfect credit, the down payment is far more important than it is in conventional financing. With larger down payments, the Seller Financed Note is more secure and as result can be sold for a higher price. The goal in every Seller Financed transaction should be to try for a down payment of at least 10%... But remember, the advantage of Seller Financing is that it can be very flexible and creative. Therefore, the down payment can be in any form, can consist of anything of use or value to the Sellers, or can be anything of use or value to the licensee (as all or part of the commission). Examples of alternative down payments were discussed in previous editions. 

Financing Documents: The difference between the selling price and the down payment consists of the Seller Financing. The Sellers are entitled to the same legal protection as any Lender and therefore the unpaid portion of the purchase price will be represented by a Promissory Note outlining the amount owed, the terms of repayment, and the interest on the unpaid balance. This Promissory Note is then secured by a Deed of Trust pledging the property being purchased as security for the Note. However, security does not have to be limited to only the property being purchased. If the down payment is low or if the Buyers have weak credit, it is possible to secure the Seller Financed Note by other property owned by the Buyers or perhaps their relatives. 

Collection Escrow Instructions: The final financing document is the Escrow Collection Instructions to the bank or escrow company that will act as neutral agent for both Buyers and Sellers. This enables them to collect the payments from the Buyers, remit them to the Sellers, calculate the interest and unpaid principal balance, and provide the required annual reporting to the Internal Revenue Service. Also, the escrow company holds the reconveyance documents to remove the Deed of Trust from title after the Note is paid.

Casualty Insurance on the Property: I am constantly amazed at how many improved properties are sold using Seller Financing without requiring the Buyers to insure the property for its full replacement cost, and without naming the Sellers as Loss Payees. In the last nine years we have had six properties, on which we had purchased Deeds of Trust, burn to the ground. Fortunately, we had enforced the provisions of the Deed of Trust requiring the Buyers to carry insurance naming us as Loss Payees.  This is such an important issue that no Seller should sign the documents transferring ownership of the property until the Buyers have provided an Insurance Binder for the full replacement cost of the property and showing the Sellers as Loss Payees.

  Real Property Taxes:  Although all Deeds of Trust require the Buyers to pay the real property taxes before delinquent, and provide that failure to do so is a default on the terms of the Note and Deed of Trust, many Buyers fail to pay the real property taxes until they are threatened with foreclosure. Fortunately, in Alaska it takes several years before the Government forecloses on the property, thereby eliminating the property as security for the Seller Financed Note. However, it is something that can and does happen. Even if the Sellers foreclose, it is a very unpleasant surprise to do so and find that several years of property taxes are past due. The best way of resolving this issue is to register with the Tax Reporting Service at a cost of little over $70 so that the Sellers receives notification when taxes are due and when they have not been paid. 

Mortgagee’s Title Insurance:  In most transactions, the Sellers pay the premium to provide the Buyers with Owners Title Insurance, but neglect to insure their own interest. One of the real bargains in title insurance premiums is the cost of a simultaneous issue of a Mortgagee’s policy that insures the Seller’s interest in the property.  While the losses to Sellers through poor title do not occur often, they do occur. When the cost is only $75, I can think of no reason not to always have the Sellers purchase a simultaneous issue Mortgagee’s Title Policy that insures the Sellers’ title interest in the Deed of Trust against the risk of title defects.
The Devil is in the Details: The above is a brief explanation of the process of creating Seller Financed transactions. In the next editions I will discuss each legal document and each issue in greater detail.
FREE NOTE OWNER’S MANUAL
We have now included an instruction manual for Sellers who are considering selling with Seller Financing or for Sellers who have already taken back a Note on our website.  To download this 30 page booklet, go to:  www.Cash4You.net and click on Note Owner’s Manual.

CASH NOW SELLER FINANCING™
With today’s financing, many properties and many Buyers will not qualify for a bank loan. The way to sell non-financeable properties is to use Seller Financing. Buyers love it! Unfortunately, many Sellers will not consider this effective and time proven financing option because the Buyers’ down payment is not enough to meet their needs. 

The answer to this dilemma is simple. We will pay CA$H NOW for Seller Financed Notes with a simultaneous closing so the Sellers walk away from the closing with the cash they need to meet their needs. 

To learn more about this concept, visit our website at www.Cash4You.net or invite us to make a 30 minute presentation at your sales meeting of our new short seminar titled “MORE SALES WITH CA$H NOW SELLER FINANCING™.”

REQUEST A QUOTE ONLINE

at

www.Cash4You.net/requestquote.html
LEARN MORE ABOUT CREATIVE FINANCING

In the past issues, I listed three important sources of more information on Creative Financing.  These sources are:
1. For a free introduction on the topic go to www.Cash4You.net  and click on Financing Outside the Box.
2. Read the book “Owner Will Carry” which can be purchased at www.arnettbroadbent.com/ownerwillcarry.html .
3. Read the book, “How to Finance Any Real Estate, Any Place, Any Time” which can be purchased at www.JimMisko.org/books.html .
	For CA$H NOW - - Visit Our Website:   www.cash4you.net
For Mortgage Investments:  www.investinmortgages.net 



