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THE MORTGAGE MELT DOWN - - PART 10
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, (September 22, 2008) that number has risen to 285! 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.

COPING WITH THE MELT DOWN—PART 8
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 a typical transaction financed by a conventional loan the major issue of negotiation between Buyers and Sellers is the price, but may also include negotiation of move in date, and who pays for needed repairs. In the case of Seller Financing, there are a lot more negotiable items, because every element of the financing is negotiable. Some of the major issues that are negotiated in a Seller Financed transaction and their ramifications include the following:

· Amount of Down Payment: Remember that in a Seller Financed transaction the down payment does not have to be all cash, but can include exchange of tangible items and agreements to provide future services.

· Interest Rate: Typically, interest rates in a Seller Financed transaction are higher than conventional transactions. As I will discuss in later issues, it is possible that interest rates can be both variable and set in fixed steps or various combinations thereof.

· Amortization Period: The amortization period is the number of years that it would take to amortize the loan with level payments. However, it is possible to provide for stepped payments that increase periodically and/or to provide for a loan term (final balloon due date) that is shorter than the amortization period.

· Guaranties: It is possible to negotiate a Note that is “Non-Recourse” which means that in the event of default, the Sellers’ only remedy is to foreclose on the property. When Buyers are corporations or other entities it is important to have the officers and shareholders guaranty the Note, because if they don’t the only recourse is against the corporation or entity itself, which may have only limited assets.

· Balloon Payments (Bumps): It is possible to negotiate for balloon payments to be made at various times in addition to the periodic payments. Balloon payments that do not result in a final pay off of the debt are often referred to as “Bumps.” In Alaska a common form of balloon payment is one made annually out of the Permanent Fund Dividend. 

· Final Balloon Due Date: This is the date at which the unpaid balance must be paid. It is important that final balloons are credible. In structuring them it is important to answer the question, “Where will the money come from?” If there isn’t an easy answer to that question, such balloon payment generally results in a foreclosure or the need to renegotiate the terms.

· Grace Period: How long a period do the Buyers have to make the payment after the due date without incurring a late payment penalty or a default?

· Late Payment Penalty: This is the amount of penalty that is charged to the Buyers for not making the payment within the required grace period. Penalties of 5% to 10% of the payment due are common.

· Insurance: When the property being sold is an improved property, it is important to have the property insured with the Sellers named as Loss Payees. However, the requirement for insurance is negotiable and the amount of the insurance is also negotiable, although it is usually in the best interest of both parties to have insurance for the full replacement cost.

· Collection Administration: This involves negotiating how and where the payments will be made. It is usually advantageous to both parties to have the payments made through an independent escrow collection company or bank.
· Right of Inspection: This is a clause which grants the Sellers the right to inspect the property at periodic intervals to determine if it is being maintained. In the case of many commercial loans a detailed annual inspection and review of financial reports is required.

· Release Clauses: In the case of larger acreage sold with the potential for subdivision, it is possible to negotiate provisions where a portion of the property will be released from the security of the Deed of Trust in return for specific additional payments.

· Provisions Against Waste and Destruction: Generally, most Deeds of Trust have some type of generic provision against waste and destruction. However, when there are other specific characteristics of the property such as big trees, it may be necessary to negotiate specific clauses against clear cutting or other similar provisions.

· Security Agreements on Personal Property: When the property sold includes personal property such as the case of motels or apartments, it is possible to negotiate an additional Security Agreement securing that personal property, in addition to the real property.

· Default on Senior Mortgages: When the unpaid obligation to the Sellers is junior to an existing Note and Deed of Trust (mortgage) it is possible to have a provision that any default on a senior obligation is also a default on the subject obligation.

· Environmental Warranties: Such warranties provide that the property will not be used in any manner that would create hazardous contamination.

· Underwriting Package: It is possible to negotiate how much information the Buyers provide the Sellers. Typical items would include: credit reports, financial statements, income verification, employment verification, and tax returns.

· Additional Collateral: In cases where the down payment is low it is possible to negotiate that the Buyers provide additional collateral (secured by a Deed of Trust) as security for the Promissory Note. 

· Substitution of Collateral: It is possible to provide in a Deed of Trust, that under agreed conditions and circumstances, that the Deed of Trust against the property being sold can be released and the obligation then secured by a Deed of Trust against a substitute property. This can be a useful clause in creative financing but can be a trap for the unwary!
· Subordination to Refinance: If it is not likely that the entire debt could be refinanced, it is possible to provide that in the event of refinancing, all or a portion of the subject Deed of Trust could be subordinated to such refinancing.

· Payment Moratorium: This clause is usually limited to commercial transactions and provides that if the property does not produce a certain amount of income there may be a moratorium period when either none, or only a portion, of the payment must be made.

· Discount or Penalty for Early Payoff: It is possible to negotiate a discount if the property is paid off early. Or if the Seller would like to continue receiving interest, it is also possible to provide that there is a penalty for early pay off. In Alaska, it is generally not possible to charge an early pay off penalty on residential properties.
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, got 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 previous 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 



